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CMP: Rs.621  Background:
Not Rated

stock Info Aarti Industries is one of the most competitive benzene based speciality chemical
BSE Group B companies in the world. Globally it ranks at 1 to 4™ position for 75% of its
BSE Code 524208 portfolio. Company has product mix that comprises of more than 125 research led

products. Company has selected to be present in niche chemistry spaces with

NSE Symbol AARTIIND . o . .
oomb relatively low competition. Product range of the company includes Para nitro
Bloomberg ARTOIN aniline/Para flouro aniline,Etofylline b.p, /e.p. Aminophylline b.p. Aciphylline
Reuters ©  piperazine,Para flouro nitro benzene/ Ortho flouro nitro benzene,Chloro flouro
BSE Sensex 24,825 aniline/ 2,4, Dichloro flouro benzene & 1,3, Diflouro benzene.The company is also
NSE Nifty 7,563 in the business segment of Pharmaceuticals, Speciality Chemicals, Home &
Personal Care Chemicals.
Market Info Meeting Update:

Market Capital 5217.11Cr
Equity Capital 41.66Cr o Speciality chemical industry is growing about 5.3% and company has been
Avg. Trading Vol. 55,18,000 growing about 16%.
52 Wk High/ Low 635/417 e It has wide variety of 125+ products in portfolio.
Face Value Rs10 e 80% revenue comes from 5+ years of customers.

e 40% revenues contributed by exports and in future, it is going to improve.

e  60% sales generated by top 20 products.
Shareholding Pattern (%) (Jun 2016) .

e Maintenance capex around 80-100 crores and new capex would be around 400-
Promoters 54.8
Domestic Institutions 12.1 450 crores.

. . . o
Foreign Institutions mm ° Dividend payout policy will stand at 25%.
Public & Others 297 ® Top line growth around 15% and bottomline growth around 20% in next 5
years.

Chart: e Company has higher debt because of high working capital requirements.

Company is comfortable with having debt to equity ratio around 0.8 to 1.2.
Currently; Debt to equity ratio is 1.2.
e EBIT margin has expanded from 16.3% in Q1FY16 to 18.7% in Q1FY17, mainly
due to benzene prices that were lower by 17% YoY.
Financial Snapshot:

—

Price Comparisan

100 Inc/Exp Statement(Standalone) (Rs in Crore)
“ Description 201603 201503 201403 201303 201203
Zz Net Sales 2717.01 2870.65 2632.78 2096.12 1673.31
S U Tl Sl R Total Income 2726.65 |  2872.62 |  2643.20 |  2100.51 1676.15
Date Total Expenditure 2186.81 2414.17 2237.29 1739.87 1428.67
[ o nities L1y — s PBIDT 539.84 458.45 405.91 360.64 247.48
PAT 252.43 187.80 148.70 131.34 87.19
Dividend % 170.00 110.00 90.00 80.00 70.00
Adj. EPS(Rs) 30.30 21.20 16.78 16.60 11.02
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Global Presence — Exports by geography

50% Revenue coming from global markets

® America ® Europe China

21%

10%

16%

Japan Rest of the world

Specialty Chemicals — major Customers:

Agro Intermediaries & Fertilizers

BASF
Syngenta
Bayer
UPL
Dow
FMC

UPL

DUPONT

Polymers & Additives

BASF
Ticona
TORAY
Chemipro
Solvay
Sojitz
Everlight

DUPONT

Generating Wealth. Satisfying Investors.

Pigments, Paints, Printing
Inks, Dyes

BASF
Clariant
EASTMAN
Atul
SUDARSHAN
HUNTSMAN
MICRO INKS

Sun Chemical

Pharmaceuticals, Other
Specialty Chemicals

CIPLA

3M

SUN PHARMA
Zydus

Dabur
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Company’s Business Model:

Speciality
Chemicals:

*Polymers & additives

*Agrochemicalsand
Intermediates

*Dyes,pigments,Paints-&
printing Inks

*Pharma Intermediates

*Fuel Addtives,-:Rubber
Chemicals,Resins;etc.

*Fertilizer & nutrients

Specialty Chemicals overview

*Active
Pharmaceutical
Ingrediets(APIs)

*intermediatesfor
innovators &
Generic Companies

100% FDI permissible under the automatic route in the chemicals sector

higher investment in technology upgradation and modernization.

Pharmaceuticals Chemicals overview

Companies.

Home & Personal Care products overview

to improve the margins.

Soaps, Tooth Powders & Paste etc.

Generating Wealth. Satisfying Investors.

Home and Persona

*Non - Iconic
Surfactants

*Concentratesfor
Shampoo, hand wash
and dish wash

Debottlenecking and Expansion activities have facilitated Growth in Pharma Volumes.

Sector - Chemical

GOl is progressively reducing the list of reserved chemical items for production in the small scale sector, thus enabling

Global Generic Pharmaceutical Companies, Innovator and Large Pharmaceuticals MNCs, Branded Generic Indian Pharma

Plans are afoot to optimize on the production capabilities to suitably alter/revise the product mix and explore new market

FMCGs — Shampoos, Anti-Dandruff Shampoos, Disinfectants, Hand & Body wash, Dish Wash, Detergents Bars & Powders,
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Arihant Research Desk

E. research@arihantcapital.com
T.022-42254800

Head Office Registered Office

#1011, Solitaire Corporate park, E-5 Ratlam Kothi

Building No. 10, 1* Floor, Indore - 452003, (M.P.)
Andheri Ghatkopar Link Road, Tel: (91-731) 3016100
Chakala, Andheri (E). Fax: (91-731) 3016199

Mumbai - 400093
Tel: (91-22) 42254800
Fax: (91-22) 42254880

Stock Rating Scale

Absolute Return

Buy >20%

Accumulate 12% to 20%

Hold 5% to 12%

Neutral -5% to 5%

Reduce <-5%
Disclaimer:

This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of
any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based,
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm.
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