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Aether Industries

Magnum will drive the next leg of growth

We maintain ADD on Aether Industries (AIL), with a target price of INR 1,617.
The company’s growth will be led by (1) ramp-up in exclusive manufacturing
for Milliken Chemical and Baker Hughes; (2) ramp-up of recently-
commissioned Block 1 and Block 2 at the company’s site Magnum (site 5,
Panoli); (3) commissioning and ramp-up of the other 14 blocks at Magnum site
over FY27-29 in phases; (4) doubling of R&D capacity and capabilities at site
Catalyst (site 1, Sachin); (5) partnership with Dow Chemicals targeting the ~USD
1bn import substitution opportunity in the domestic silicone market; and (6)
rapid commercialization and scale-up of high-value low-volume electronic
chemicals with limited competition, which will be manufactured at site 3 and
site 5 under the CEM model. AIL plans to incur a total capex of ~INR 20-22bn
over FY27-FY29 with focus on site Magnum. Capex will be funded through a mix
of debt, internal accruals, and customer advances/deposits. We believe that it
will be primarily debt-funded, which would cause the leverage ratios to fall. Net
debt to EBITDA to change from 1.2 in FY26 to 1.4 in FY29, net debt to equity to
change from 0.2 in FY26 to 0.3 in FY29 and interest coverage ratio to change from
16.4 in FY26 to 12.5 in FY29. We expect revenue/EBITDA/PAT CAGR of
~32/34/33% over FY26-FY29E.

Semiconductor platform: Building India’s first electronic monomer hub

The rapid scale-up of high-speed computing, 5G infrastructure, and Al data-center
hardware is exposing a critical bottleneck in conventional circuit board materials.
Standard substrates increasingly suffer from overheating, signal distortion, and
current leakage at elevated frequencies. The next decade’s electronics ecosystem,
therefore, requires a new generation of low-dielectric materials, resins, and
coupling agents engineered to transmit high-frequency signals with minimal loss
while maintaining thermal stability.

Against this backdrop, AIL views semiconductors enabling Al and 5G as the
single-largest material science opportunity of the coming decade. India’s domestic
electronics and semiconductor market is projected to expand from about USD 50bn
today to USD 110bn by 2030. Importantly, the specialty electronic monomers
underlying these next generation electronic materials are produced by only a few
global players, with no manufacturing capacity currently present in India. This
supply chain vacuum creates a direct import substitution opportunity for India
and an export opportunity for qualified domestic players.

AlL’s strategy is anchored in complex chemical synthesis, leveraging more than a
decade of process development, multi-step chemistry, and coupling capabilities.
Unlike commodity purification plays, Aether’s portfolio is positioned around
upstream building blocks essential to high-frequency electronics (Exhibit 1).

These products represent high-value, low-volume chemistries that are difficult to
manufacture and command premium pricing with realizations of ~USD 30-50/kg.

AlIL’s entry into electronic materials is meaningfully differentiated from recent
participants focused on fab-level consumables such as high-purity gases, solvents,
photoresists, and CMP chemicals, categories that mainly rely on purification
technologies, large capital, and stringent long-duration qualification cycles.

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
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K;::;::;Lni o FY12Q7 F;2Q6 Q(‘Z,g . ;2% 1;% FY25  FY26| FY27E FY28E FY29E
Net Sales 3,266 3,051 7.0 2,561 275 8,405 11,601| 14,123 19,738 26,751
EBITDA 1,028 827 243 807 274 2,430 3,636 4,535 6,405 8,660
APAT 627 551 14.0 490 28.1 1,672 2,262 2,643 3,753 5,322
Diluted EPS (Rs) 4.7 4.2 14.0 3.7 28.1 12.6 171 19.9 28.3 40.2
P/E (x) 1217 900| 771 543 383
EV/EBITDA(x) 83.6 57.2 46.8 33.6 249
RoE (%) 7.8 9.7 10.2 12.8 15.7
Source: Company, HSIE Research
Change in estimates
Y/E Mar FY27E Old FY27E New % Ch| FY28EOld FY28E New % Ch
EBITDA (INR mn) 4,665 4,535 (2.8) 6,717 6,405 4.7)
Adj. EPS (INR/sh) 22.0 19.9 9.4) 33.1 28.3 (14.4)
Source: Company, HSIE Research
HSIE vs consensus estimates
Y/E Mar FY27E FY27E % FY28E FY28E %

HSIE Consensus Deviation HSIE Consensus Deviation
EBITDA (INR mn) 4,535 4,747 (4.5) 6,405 6,322 1.3
Adj. EPS (INR/sh) 19.9 21.6 (7.5) 28.3 29.2 (3.0)
Source: Bloomberg, HSIE Research
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Exhibit 1: AIL’s product offerings

Key product categories Description
Specialty Electronic Monomers and  Core intermediates for low-dielectric material systems used in
Formulations high-speed circuit boards.

Engineered molecules that strengthen adhesion between glass fiber
Silane Coupling Agents and resin layers in advanced printed circuit boards (PCBs),

improving mechanical and signal performance.
Resin systems integral to copper-clad laminates deployed in Al

High-Perf Resi PPE-
igh-Performance Resins ( type) servers, 5G base stations, and other advanced electronic hardware.

Source: Company, HSIE Research

AIL is operating in upstream in advanced electronic materials through chemical
synthesis and polymerization. The company’s strategy centers on the n-1
manufacturing model, wherein Aether produces complex synthetic intermediates in
India but does not supply to fabs directly; its target customers are coupling agents,
resins, laminates, and PCB manufacturers. Ultra-pure materials measured in
parts-per-billion or parts-per-trillion are highly sensitive to contamination during the
transit, and India’s weather and environmental variability compound the challenge.
Therefore, AIL supplies intermediates at the n-1 stage, with final purification and
finishing performed at customer facilities in Japan, Korea, or Taiwan.

AlL initiated manufacturing through a single stream at Site 3, completing qualification
batches and securing customer approvals. Small quantity commercial orders have
already been delivered, marking the transition from development to early commercial
scale. They are establishing a dedicated production block under the CEM model at site
5 with a capacity of 45 tons/month, distributed across three parallel streams of 15
tonnes each. It is expected to come online in the second half of FY27, with mechanical
completion targeted between late September and November, followed by commercial
ramp-up around December—January. AIL intends to expand the initial capacity nearly
3x by 2030 as demand compounds in semiconductor and high-frequency PCB
applications.

AIL is also building adjacent capabilities through its collaborative R&D initiative with
Dow Chemicals, focused on developing indigenous silicone manufacturing
technologies. This program directly complements Aether’s silane chemistry base and
expands relevance toward encapsulants, formulations, and advanced electronic
materials used across semiconductor packaging and high-performance hardware.

Magnum (site 5): Strategic multi-sector manufacturing platform

AIL views site 5 as a strategic manufacturing platform designed to support long-term
customer partnerships across pharmaceuticals, agrochemicals, material sciences,
semiconductors, metals, mining, and oil and gas. They will be setting up a total of 16
manufacturing blocks, which will have a mix of both LSM and CEM models with an
investment of ~INR 22bn.

Phase-I with two production blocks has been commissioned and is producing the first
set of three new LSM molecules serving the pharmaceutical, agrochemical, and
material science sectors. These molecules have a realization of USD 30-40/kg and are
being manufactured in India for the first time, presenting a significant domestic
import-substitution opportunity as well as export prospects. The blocks have started
contributing to revenues in Q2FY27.

As AIL plans to increase the combined contribution from their CEM and CRAMS
business to 70% by FY30, we believe that the remaining 14 blocks will be based on the
CEM model. As the business mix shifts towards CEM and CRAMS, we expect EBITDA
margins to be sustainable at 30%+ while RoE is expected to improve by 770bps from
9.7% in FY26 to 17.4% in FY30 (Exhibit 2).
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Exhibit 2: EBITDA margin will sustain at 30%+ with RoE improvement of 770bps

Margins and ROE(%)
—— EBITDA margin ROE

40 -

313 321 324 324 323
30 -
20 - 15.7 174

128

9.7 102
10 -
0

FY26 FY27E FY2SE FY29E FY30E

Source: Company, HSIE Research

Over the next three years ending FY29, we believe AIL will commission the remaining
blocks and utilities with a total investment of ~INR 20-22bn. The investment will be
funded by a mix of debt, internal accruals, and customer advances/deposits with debt
being the major component. Therefore, we expect net debt to EBITDA to change from
1.2 in FY26 to 1.4 in FY29, net debt to equity to change from 0.2 in FY26 to 0.3 in FY29
and interest coverage ratio to change from 16.4 in FY26 to 12.5 in FY29 (Exhibit 3).

Exhibit 3: Leverage ratios will decline due to debt-funded capex

Leverage ratios(x)

Interest coverage ratio Net debt to EBITDA Net debt to Equity
20 - 18 18 - 20
164 14
15 - 1.5
10.2 10.3
10 - 12 125 - L0
: 04
5 - 02 0.3 03 0.5
0 0.0
FY26 FY27E FY28E FY29E

Source: Company, HSIE Research
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INCOME STATEMENT
INR mn FY24 FY25 FY26 FY27E FY28E FY29E
Revenues 5,982 8,405 11,601 14,123 19,738 26,751
Growth % 8.1) 40.5 38.0 21.7 39.8 35.5
Material expenses 3,209 4,466 6,009 7,203 10,264 13,910
Employee Cost 386 462 627 832 899 970
Other Expenses 1,064 1,047 1,329 1,554 2,171 3,210
EBITDA 1,322 2,430 3,636 4,535 6,405 8,660
EBIDTA Margin (%) 22.1 28.9 31.3 32.1 324 324
EBITDA Growth % (29.0) 83.8 49.6 24.7 41.2 35.2
Depreciation 397 450 664 1,002 1,355 1,524
EBIT 926 1,980 2,972 3,533 5,050 7,136
Other Income (Including EO Items) 254 279 120 200 250 300
Interest 85 129 181 345 489 569
PBT 1,095 2,130 2,911 3,388 4,811 6,867
Tax 270 546 716 745 1,058 1,545
PAT 825 1,584 2,195 2,643 3,753 5,322
EO (Loss) / Profit (Net Of Tax) (104) (88) (68) - - -
APAT 929 1,672 2,262 2,643 3,753 5,322
Share from associates - - - - - -
Minority Interest - - - - - -
Consolidated APAT 929 1,672 2,262 2,643 3,753 5,322
Consolidated APAT Growth (%) (28.8) 80.1 35.3 16.8 42.0 41.8
AEPS 7.0 12.6 17.1 19.9 28.3 40.2
AEPS Growth % (28.5) 79.6 35.2 16.8 42.0 41.8
Source: Company, HSIE Research
BALANCE SHEET
INR mn FY24 FY25 FY26 FY27E FY28E FY29E
SOURCES OF FUNDS
Share Capital 1,326 1,326 1,327 1,327 1,327 1,327
Reserves And Surplus 19,308 20,933 23,232 26,126 29,879 35,201
Total Equity 20,633 22,259 24,559 27,453 31,206 36,528
Minority Interest - - - - - -
Long-term Debt - - - 4,200 7,800 9,800
Short-term Debt 1,686 1,825 4,417 4,417 4,417 4,417
Total Debt 1,686 1,825 4417 8,617 12,217 14,217
Deferred Tax Liability 364 528 740 740 723 1,416
Long-term Provision and others 119 148 142 - - -
TOTAL SOURCES OF FUNDS 22,803 24,760 29,858 36,809 44,146 52,160
APPLICATION OF FUNDS
Net Block 8,595 11,173 14,961 23,845 31,930 34,937
Capital WIP 2,261 3,633 5,157 2,358 918 1,388
Other non-current assets 121 229 180 180 180 180
Non-current Investments 2 2 2 2 2 2
Total Non-current assets 10,979 15,037 20,300 26,385 33,030 36,507
Inventories 3,435 3,969 5,575 6,578 9,193 12,459
Debtors 2,329 2,886 3,901 4,953 6,489 8,795
Cash and Cash Equivalents 5,557 2,385 57 272 807 1,918
Other Current Assets 1,707 2,165 2,383 1,556 856 924
Total Current Assets 13,027 11,405 11,715 13,359 17,345 24,097
Creditors 1,035 1,276 1,969 2,664 3,796 5,145
Other Current Liabilities & Provns 168 406 187 271 2,433 3,298
Total Current Liabilities 1,204 1,682 2,157 2,935 6,230 8,443
Net Current Assets 11,823 9,723 9,558 10,424 11,115 15,654
TOTAL APPLICATION OF FUNDS 22,803 24,760 29,858 36,809 44,146 52,160
Source: Company, HSIE Research
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CASH FLOW STATEMENT
INR mn FY24 FY25 FY26 FY27E FY28E FY29E
Reported PBT 1,095 2,130 2,911 3,388 4,811 6,867
Non-operating & EO Items (254) (279) (120) (200) (250) (300)
Interest Expenses 85 129 181 345 489 569
Depreciation 397 450 664 1,002 1,355 1,524
Working Capital Change (1,477) (1,071) (2,163) (650) (157) (3,427)
Tax Paid (174) (381) (505) (745) (1,075) (853)
OPERATING CASH FLOW (a) (328) 978 968 3,139 5,173 4,380
Capex (4,419) (4,400) (5,976) (7,088) (8,000) (5,000)
Free Cash Flow (FCF) (4,747) (3,422) (5,007) (3,949) (2,827) (620)
Investments = = = = = -
Non-operating Income 254 279 120 200 250 300
Others 90 (108) 49 - - -
INVESTING CASH FLOW (b) (4,074) (4,229) (5,807) (6,888) (7,750) (4,700)
Debt Issuance/(Repaid) 1,685 139 2,591 4,200 3,600 2,000
Interest Expenses (85) (129) (181) (345) (489) (569)
FCFE (3,147) (3,413) (2,597) 93) 284 811
Share Capital Issuance 80 0.4 1 - - -
Dividend - - - - - -
Others 7,256 70 99 109 0) 0
FINANCING CASH FLOW (c¢) 8,936 80 2,510 3,964 3,111 1,431
NET CASH FLOW (a+b+c) 4,534 (3,171) (2,329) 216 534 1,111
EO Items, Others
Closing Cash and Cash Equivalents 5,557 2,385 57 272 807 1,918
Source: Company, HSIE Research
KEY RATIOS
FY24 FY25 FY26 FY27E FY28E FY29E
PROFITABILITY %
Gross Margin 46.4 46.9 48.2 49.0 48.0 48.0
EBITDA Margin 22.1 28.9 31.3 32.1 324 324
EBIT Margin 15.5 23.6 25.6 25.0 25.6 26.7
APAT Margin 155 199 19.5 18.7 19.0 19.9
RoE 5.6 7.8 9.7 10.2 12.8 15.7
RoIC 59 9.1 10.6 9.4 10.3 12.1
RoCE 5.6 7.4 8.8 8.7 10.2 12.0
EFFICIENCY
Tax Rate % 247 25.6 24.6 22.0 22.0 22.5
Fixed Asset Turnover (x) 0.7 0.8 0.8 0.6 0.6 0.7
Inventory (days) 210 172 169 170 170 170
Debtors (days) 142 125 123 128 120 120
Other Current Assets (days) 104 94 75 40 16 13
Payables (days) 118 104 120 135 135 135
Other Current Liab & Provns (days) 10 18 6 7 45 45
Cash Conversion Cycle (days) 328 270 241 196 126 123
Net Debt/EBITDA (x) 2.9) 0.2) 1.2 1.8 1.8 14
Net D/E 0.2) 0.0) 0.2 0.3 0.4 0.3
Interest Coverage 10.9 15 16 10 10.3 12.5
PER SHARE DATA (INR)
EPS 7.0 12.6 17.1 19.9 28.3 40.2
CEPS 10.0 16.0 221 27.5 38.5 51.7
Dividend - - - - - -
Book Value 155.7 168.0 185.3 207.2 235.5 275.6
VALUATION
P/E (x) 218.5 121.7 90.0 77.1 54.3 38.3
P/BV (x) 9.9 9.2 8.3 7.4 6.5 5.6
EV/EBITDA (x) 151.1 83.6 57.2 46.8 33.6 249
OCEF/EV (%) 0.2) 0.5 0.5 1.5 24 2.0
FCFE/EV (%) (2.4) 1.7) (2.4) (1.9) (1.3) 0.3)
FCFE/M Cap (%) (1.5) 1.7) 1.3) (0.0) 0.1 0.4
Dividend Yield (%) - - - - - -
Source: Company, HSIE Research
Page | 6



HDFC | 9E;

r -

securities | Years
Powering India’s Investments

Aether Industries: Company Update

Price history
Aether
2000 -
1800 A
1600 A
1400 A
1200 A
1000 A
800 -
600 -
400 -
200 -
0 ———
8 % 8 § 8 % 8 % 8§ % 8 § 8
R T
S & £ £ 2 55 5 2 2 %8
Rating Criteria
BUY: >+15% return potential
ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: >10% Downside return potential

Page | 7



HDFC | 9E;
r -
securities | Years
Powering India’s Investments

Aether Industries: Company Update

Disclosure:
We, Nilesh Ghuge, MMS, Aditya Iyer, PGDM & Priya Gupta, M.Sc. Finance authors and the names subscribed to this
report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject
issuer(s) or securities. SEBI conducted the inspection and based on their observations have issued advise/warning. The
said observations have been complied with. We also certify that no part of our compensation was, is, or will be directly
or indirectly related to the specific recommendation(s) or view(s) in this report.
Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research
Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any
material conflict of interest.
Any holding in the stock - NO
HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional
advice before investing. “This report may have been refined using Al tools to enhance clarity and readability.”

Nothing in this document should be construed as investment advice. Each recipient of this document should make such
investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the
companies referred to in this document (including merits and risks) and should consult their own advisors to determine
merits and risks of such investment. The information and opinions contained herein have been compiled or arrived at,
based upon information obtained in good faith from sources believed to be reliable. Such information has not been
independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any
company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update
this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.

Page | 8



HDFC
securities ' v
Powering India’s Investrr &

Aether Industries: Company Update

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities
from time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HSL or its associates might have received any compensation from the companies mentioned in the report during the
period preceding twelve months from the date of this report for services in respect of managing or co-managing public
offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a
merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or
third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have
any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not
based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

HDEFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg(East), Mumbai 400 042 Tel.: +91-22-30753400 Fax: +91-22-30753435 www.hdfcsec.com
Compliance Officer: Murli V Karkera, Contact: +91 022-69151436, Email: complianceofficer@hdfcsec.com, For any
complaints / grievance: services@hdfcsec.com

HDEFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475. BSE
Enlistment Number: 5159; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193
Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds’ Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, enlistment as RA with Exchange and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

SEBI Registration & Disclaimer https://www.hdfcsec.com/article/disclaimer-1795.

HDEFC Securities
Institutional Equities
Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,

Senapati Bapat Marg, Lower Parel, Mumbai - 400 013
Board: +91-22-6171-7330 www.hdfcsec.com

Page | 9



