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Q3FY24 Result update Important Statistics
» In Q3FY24, Aarti Industries Ltd. posted resilient performance as higher raw Nifty 21,616
material cost pressured gross profit margin, however, well control over other Sensex 71,072
expenses somewhat offset this fall. MCAP (X bn) ~240
52-Week H/L (3) 702/438.00
» Posting healthy top-line performance, consol. net revenues during the quarter NSE Code AARTIIND
were up+4% YoY/+19% QoQ to %1,732cr. BSE Code 524208
» While volumes improved sequentially for discretionary segment (Dyes, Bloomberg Code ARTO:IN
Pigments, Polymers and Specialty chemicals) owing to better demand
visibility, non-discretionary portfolio volumes were still muted due to Shareholding Pattern(%) Dec’23
continued 'w.eak enviro'nment.in agrochemicals a.nd pharmaceuticals globally. Promoter Holding 43.55
On the pricing front, improving trends were witnessed, but, some level of FII 10.83
weakness still prevailed. DII 15.85
» Led by higher raw material costs, gross profit fell -9% YoY/up +5% QoQ to Public & Others 29.77
X631cr. Gross margins were contracted by -505bps YoY/-483bps QoQ to
36.4%. Financials
» Operating expenses remained under control with total expenses coming in at fa)
X371cr down -8% YoY/ flat sequentially.
Net Sales 6,086 6,619 6,215 7,769 9,012
» EBITDA stood at ¥260cr down -10% YoY/ up +11% QoQ. Higher volumes of  EBITDA 1,720 1,089 945 1,344 1,613
with stable pricing along with some operating leverage gains capped the fall  EBITDA Mar% 17% 16% 15% 17% 18%
in EBITDA margins to-225bps YoY/-108bps QoQ to 15%. PAT 1,186 545 374 582 755
) ) PAT Mar% 19% 8% 6% 7% 8%
> Capex to the tune of 285cr in 3QFY24 and 860cr in 9MFY24 was [pg 33 15 10 16 271
undertaken. Resultantly, depreciation stood high at X97cr up +18% YoY /  groE (%) 6%  12% 7% 10% 12%
+4% QoQ. RoCE (%) 21%  10% 7% 10% 11%
» Amid strong capex phase, finance cost too remained at elevated levels rising EV/EBITDA (x) 16 25 2 21 18
P/E () 21 45 65 42 32,

+15% YoY / -7% QoQ to X54cr.
Source: Company, Way2wealth Research
» Resultantly, PAT for the quarter came in at 3124cr, down - 9% YoY/ up
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+36% QoQ. Relative Performance
» Nitro Chloro Benzene and Hydrogenation volumes grew sequentially to 19,580
MT (+3% QoQ) and 3,644 MT (+16% QoQ) respectively while Nitro Toluene Return (%) 1Yr 3Yr 5Yr
volumes dipped 8% QoQ to 6,951 tonnes. AARTIIND 25% 25% 114%
Nifty 50 22% 43% 101%
Nitro Chloro Benzene (MT) Sensex 18% 39% 98%
22,000
20,347 20,5150,276 Source: Company, Way2Wealth Research
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> Agrochemical Intermediate Contract — In December 2023, Aarti

Industries Ltd. entered into a long term contract with one of the Global
Agrochem player to manufacture niche Al which is a key input component for
a widely used Herbicide.

Commencing from current financial year, the contract would be spread over a
period of 9 years with an overall revenue potential of more than %3,000cr.

AIL has already supplied the product to the said customer in the past and
existing CAPEX would suffice to meet the order requirement. Management
expects EBITDA margins of around ~20% on stable raw material prices.

> Niche Specialty Chemical — In January 2024, AIL entered into a contract
with a multinational conglomerate for the supply of niche specialty chemical.
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This product is currently manufactured by the company and has already been
supplying it to the said customer.

Contract execution will be done over CY24 to CY27 with a total revenue
potential of 26,000cr and management expects to generate ~15-17% EBITDA
margins at current input prices.

There is no requirement of any incremental capex as current capacities would
fulfill the order requirement.

> Strong capex pipeline — Despite challenging external environment, Aarti
Industries Ltd has maintained its strong capex guidance of <2,500-
3,000crfornext two years. Capex investment worth ¥1,200-1,300cr for FY24
remains intact and are progressing well as per the plans. Additionally, as
newly planned capacities over next couple of years are largely for higher
value-added products, the asset-turn would likely be in the range of 1.2-1.3x.
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» Continuing with the momentum of the previous quarter, Aarti Industries Ltd.
posted resilient performance in Q3FY24 with robust growth in sales driven by
volume growth and stable pricing trends. Sectoral headwinds persisted in
agrochemical and pharmaceutical industries for this quarter as well which
constitutes nearly half of the revenue mix, however it likely to bottom out by
FY24 and recovery could be on the cards in 1HFY25. Volume recovery in
discretionary sectors such as FMCG, dyes & pigments and polymer & additives
led the growth in top-line and management has guided for a healthy demand
visibility in this segment for near future.

> Although, elevated depreciation charges and finance costs remained a drag on
the profitability on annual basis, improvement on sequential basis is visible
driven by operating leverage gains. With rise in volumes, these gains are likely
to strengthen further in upcoming quarters and would certainly drive margin
expansion from current levels.

> At CMP of %674, Aarti Industries LTD is trading at ~32x FY26E PE multiple.
We believe new large contract wins by Aarti Industries Ltd. are key
sentiment boosters and would be new growth engine drivers over
existing growth anticipated on the back of current capex
investments. Multiple levers are in place for AIL to be played out in
FY25 and thus we recommend to BUY this stock.
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ZCr)
Revenue from operations 1,732 1,668 4% 1,454 19% 4,600 4,964 -7%
Cost of materials consumed 1,101 976 13% 854 29% 2,808 2,881 -3%
Gross Profit 631 692 -9% 600 5% 1,792 2,083 -14%
Gross Profit Margin 36.4% 41.5% -505 bps  41.3% -483 bps  39.0%  42.0% r -301 bps
Employee Costs 103 93 11% 99 4% 303 277 9%
Other expenses 268 311 -14% 267 0% 793 970 -18%
EBITDA 260 288 -10% 234 11% 696 836 -17%
EBITDA Margin 15.0% 17.3% -225bps  16.1% -108bps  15.1% 16.8%  -171 bps
Depreciation and Amortisation 97 82 18% 93 4% 279 227 23%
EBIT 163 206 -21% 141 16% 417 609 -32%
Finance Costs 54 47 15% 58 -7% 152 136 12%
Other Income 8 - - 8 -
Profit Before Tax 117 159 -26% 82 43% 270 476 -43%
Tax -7 23 -130% -9 -22% -14 79 -118%
Profit After Tax 124 136 -9% 91 36% 285 397 -28%
PAT Margin 7.2% 8.2% -99 bps 6.3% 90 bps 6.2% 8.0% r -180 bps
EPS 3.4 3.8 -9% 2.5 37% 7.9 10.9 -28%,

Source: Company, Way2wealth Research

Financial Performance
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Zar)
Revenue from operations 6,086 6,619 6,215 7,769 9,012
Cost of materials consumed 2,855 3,842 3,773 4,584 5,272
Gross Profit 3,231 2,777 2,443 3,185 3,740
Gross Profit Margin 53.1% 42.0% 39.3% 41.0% 41.5%
Employee Costs 357 385 410 497 568
Other expenses 1,154 1,303 1,088 1,344 1,559
EBITDA 1,720 1,089 945 1,344 1,613
EBITDA Margin 16.8% 16.5% 15.2% 17.3% 17.9%
Depreciation and Amortisation 246 310 379 443 496
EBIT 1,474 779 566 901 1,118
Finance Costs 102 168 205 249 270
Other Income 1 1 1 1 1
Profit Before Tax 1,372 611 361 654 848
Tax 186 66 -13 72 93
Profit After Tax 1,186 545 374 582 755
PAT Margin 19.5% 8.2% 6.0% 7.5% 8.4%
EPS 32.7 15.0 10.3 16.0 20.8,

Source: Company, Way2wealth Research
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Analyst Certification: |, Prasad Hase, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation
of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s),
principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth Brokers
Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

It is confirmed that Prasad Hase, the author of this report has not received any compensation from the companies mentioned in the report in the preceding 12
months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business. Neither
Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to
engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for every
individual and are solely for the informational purposes of the readers. This material does not take into account the specific objectives, financial situation or
needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients as
customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable in the
relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or
implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose,
accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any of
its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any
damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not
Way2Wealth has advised of the possibility of such damages.
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This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not
limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an
economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and
diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell or
a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this material may be copied or
duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit,
redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and
employees including persons involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or
otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement: Aarti Industries Ltd. as on February 13, 2024
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Name of the Security Aarti Industries Ltd.
Name of the analyst Prasad Hase
Analysts’ ownership of any stock related to the information NIL
contained

Financial Interest

Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained

Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities marketare subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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