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Chemicals

Subdued growth; margin compression

Chemical prices surged at the beginning of Q1FY27, owing to a rise in feedstock
prices. The prices softened toward the end of the quarter along with correction
in crude oil and natural gas prices. However, the average prices are still above
the pre US-Israel-Iran war prices and are expected to remain elevated in the
near term due to supply constraints. The companies will benefit from increase
in product realization. The Q4FY26 earnings were protected by low-cost raw
material inventory and the benefit shall flow in Q1FY27 as chemical companies
hold inventories of 45-90 days. The impact of a rise in raw material prices and
higher energy cost will impact the companies under our coverage universe.
Given the current scenario, the challenge will be more pronounced for
commodity chemical producers, where competitive intensity and existing
pricing pressures restrict the ability to fully pass on cost increases to customers.
As a result, margin compression remains a near-term risk for these players,
especially those with limited pricing power or high exposure to spot contracts.
The impact on specialty chemical manufacturers is likely to be more contained.
These companies typically have long-term customer contracts and possess
stronger product differentiation. These companies may still see a short-term
margin dip due to timing mismatches in contract revisions. We are
downgrading Aether Industries to ADD from BUY with a target price of INR
1,558 while upgrading Sudarshan Chemical to REDUCE from SELL with a
target price of INR 923.

= Navin Fluorine: Revenue is expected to change by +21.6/-6.0% YoY/QoQ to
INR 8,819mn, largely due to ramp-up in CDMO contract, Nectar plant and
higher realization for R-32. EBITDA is expected to change by +19.4/-23.1%
YoY/QoQ to INR 2,469mn. EBITDA margin is expected to change by -50.7/-
624.8 bps YoY/QoQ to 28.0%. APAT is expected to change by +36.7/-20.7% to
INR 1,604mn.

=  Aarti Industries: Revenue is expected to change by +22.8/-6.7% YoY/QoQ to
INR 20,569mn. EBITDA is expected to change by +21.3/-25.0% YoY/QoQ to
INR 2,559mn. EBITDA margin is expected to change by +15.6/-302.4bps
YoY/QoQ to 12.4%. APAT is expected to change by +30.2/-58.4% to INR
560mn. A sequential fall in earnings is largely due to lower volumes and
higher energy costs.

® Vinati Organics: Revenue is expected to change by +5.1/-5.7% YoY/QoQ to
INR 5,694mn. EBITDA is expected to change by -10.3/-15.9% YoY/QoQ to INR
1,432mn. EBITDA margin is expected to change by -431.9/-305.1 bps YoY/QoQ
to 25.1%. APAT is expected to change by -6.4/-21.2% to INR 976mn. A fall in
EBITDA margin is due to higher energy cost and freight costs.

® (Clean Science and Technology: Revenue is expected to change by +9.4/+6.6%
YoY/QoQ to INR 2,657mn. EBITDA is expected to change by -17.2/-13.6%
YoY/QoQ to INR 827mn. EBITDA margin is expected to change by -997.4/-
728.1 bps YoY/QoQ to 31.1%. APAT is expected to change by -24.7/-9.5% to
INR 527mn.

= SRF: Revenue is expected to change by -2.4/-19.3% YoY/QoQ to INR
37,267mn. EBITDA is expected to change by -37.0/-49.1% YoY/QoQ to INR
5,225mn. EBITDA margin is expected to change by -771.2/-820.5 bps YoY/QoQ
to 14.0%. APAT is expected to change by -56.5/-68.1% to INR 1,882mn.

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
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Company RECO TP (INR)
Aarti Industries REDUCE 468
Aether Industries ADD 1,558
Alkyl Amines SELL 1,068
Acutaas Chemicals SELL 1423
Balaji Amines SELL 1,596
%i;i:f;:;e and REDUCE 752
Deepak Nitrite SELL 1,503
Fine Organic SELL 4,009
Galaxy Surfactants BUY 2598
Navin Fluorine ADD 7,800
Neogen Chemicals BUY 2654
NOCIL ADD 195
SRF ADD 2,784
z‘;iifi‘;“ REDUCE 923
Vinati Organics BUY 1,939
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® Sudarshan Chemicals: Revenue is expected to change by +8.6/-2.4% YoY/QoQ to
INR 27,237mn. EBITDA is expected to change by -30.9/-41.5% YoY/QoQ to INR
1,329mn. EBITDA margin is expected to change by -279.4/-327.0 bps YoY/QoQ to
4.9%. APAT is expected to change by -80.4/-85.5% to INR 108mn.

=  Aether Industries: Revenue is expected to change by +22.0/+2.4% YoY/QoQ to INR
3,126mn. EBITDA is expected to change by +12.8/+10.1% YoY/QoQ to INR 910mn.
EBITDA margin is expected to change by -238.7/+201.9 bps YoY/QoQ to 29.1%.
APAT is expected to change by +18.0/+5.1% to INR 578mn.

® Fine Organics: Revenue is expected to change by +8.9/+2.5% YoY/QoQ to INR
6,409mn. EBITDA is expected to change by +15.6/+10.0% YoY/QoQ to INR
1,429mn. EBITDA margin is expected to change by +128.8/+152.8 bps YoY/QoQ to
22.3%. APAT is expected to change by +6.2/+1.1% to INR 1,188mn. We believe the
company will benefit from a supply shortage in global market and deprecating
rupee against the USD. However, the benefit will be curtailed due to higher freight
costs.

= Alkyl Amines: Revenue is expected to change by +4.3/+9.3% YoY/QoQ to INR
4,230mn. EBITDA is expected to change by -3.2/+4.8% YoY/QoQ to INR 741mn.
EBITDA margin is expected to change by -136.2/-75.1 bps YoY/QoQ to 17.5%.
APAT is expected to change by -13.7/-5.9% to INR 427mn. Sales volumes are
expected to fall due to non-availability of key raw material.

® Galaxy Surfactants: Revenue is expected to change by +20.7/+17.3% YoY/QoQ to
INR 15,424mn. EBITDA is expected to change by +16.8/+18.9% YoY/QoQ to INR
1,446mn. EBITDA margin is expected to change by -31.4/+12.8 bps YoY/QoQ to
9.4%. APAT is expected to change by +3.6/+31.9% to INR 823mn.

= Deepak Nitrite: Revenue is expected to change by +12.5/+0.3% YoY/QoQ to INR
21,264mn. EBITDA is expected to change by -14.2/-56.7% YoY/QoQ to INR
1,627mn. EBITDA margin is expected to change by -237.9/-1008.2 bps YoY/QoQ to
7.7%. APAT is expected to change by -43.2/-71.0% to INR 638mn. We expect per
unit realization for Phenol to improve sequentially but margins will be under
pressure due to rise in raw material and energy cost.

® Acutaas Chemicals: Revenue is expected to change by +87.9/-10.0% YoY/QoQ to
INR 3,895mn. EBITDA is expected to change by +166.6/-26.0% YoY/QoQ to INR
1,357mn. EBITDA margin is expected to change by +1028.5/-755.6 bps YoY/QoQ to
34.8%. APAT is expected to change by +139.5/-21.5% to INR 1,054mn.

= Neogen Chemicals: Revenue is expected to change by +11.5/-15.6% YoY/QoQ to
INR 2,082mn. EBITDA is expected to change by -0.9/-28.9% YoY/QoQ to INR
312mn. EBITDA margin is expected to change by -187.5/-280.9 bps YoY/QoQ to
15.0%. APAT is expected to change by +189.6/+161.5% to INR 297mn.

= Balaji Amines: Revenue is expected to change by +11.9/+1.5% YoY/QoQ to INR
4,009mn. EBITDA is expected to change by -2.4/-43.4% YoY/QoQ to INR 534mn.
EBITDA margin is expected to change by -194.9/-1056.0 bps YoY/QoQ to 13.3%.
APAT is expected to change by -25.4/-57.9% to INR 273mn.
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Rating and target price revision summary

Company OLD RECO NEW RECO OLD TP (INR) NEW TP (INR)

Aarti Industries REDUCE REDUCE 450 468

Aether Industries BUY ADD 1,429 1,558

Alkyl Amines SELL SELL 1,037 1,068

Acutaas Chemicals SELL SELL 1,358 1,423

Balaji Amines SELL SELL 1,494 1,596

Clean Science and Technology REDUCE REDUCE 776 752

Deepak Nitrite SELL SELL 1,327 1,503

Fine Organic SELL SELL 3,721 4,009

Galaxy Surfactants BUY BUY 2,449 2,598

Navin Fluorine ADD ADD 7,171 7,800

Neogen Chemicals BUY BUY 2,494 2,654

NOCIL ADD ADD 196 195

SRF ADD ADD 2,722 2,784

Sudarshan Chemical SELL REDUCE 841 923

Vinati Organics BUY BUY 2,109 1,939
Financial summary: 1QFY27E

NET SALES (INR mn) EBITDA (INR mn) EBITDA Margin (%) APAT (INR mn) Adj. EPS

COMPANY 1QFY27E Q(‘(’)B \:f:/:; 1QFY27E Q(?,g ‘io"/; 1QFY27E (le‘f) (g;’; 1QFY27E Q(‘(’)g ‘:00/; 1QFY27E 4QFY26 1QFY26
Aarti Industries 20569  (67) 228 2559  (25.0) 213 124 (3024)  (15.6) 560 (584) 302 15 37 12
Aether Industries 3,126 24 220 910 101 128 291 2019 (2387) 578 5.1 18.0 44 42 3.7
Alkyl Amines 4,230 9.3 43 741 48 (32) 175 (75.1)  (1362) 07 (59 (137 8.4 8.9 9.7
Acutaas Chemicals 3895  (10.0) 879 1357  (260)  1666| 348 (755.6) 10285 1054 (215 1395 129 164 54
Balaji Amines 4,009 15 119 534 (434)  (24) 133 (1056.0) (194.9) 273 (579)  (254) 84 200 113
%i;igf;gce and 2,657 6.6 9.4 827 (136) (17.2) 311 (728.1) (997.4) 57 (95 (247) 5.0 55 6.6
Deepak Nitrite 21,264 0.3 125 1,627 (567)  (142) 7.7 (10082) (237.9) 638  (71.0)  (432) 47 16.1 8.2
Fine Organics 6,409 25 89| 1429 100 156| 223 1528  1288| 1,188 1.1 62| 387 383 36.5
Galaxy Surfactants | 15424 173 207 1446 189 16.8 94 128  (314) 823 319 36| 232 176 24
Navin Fluorine 8819  (60) 216 2469  (23.1) 194| 280 (6248) (507)| 1,604  (207) 37| 313 415 23.0
Neogen Chemicals 2,082 (15.6) 115 312 (289) (09 150 (2809) (187.5) 297 1615 1896 108 41 41
NOCIL 3,362 1.8 0.0 211 39  (288) 63 131 (2534) 100 (449)  (39.1) 0.6 1.1 1.1
SRF 37267 (193) @4 5225 @1  (37.0) 140 (8205 (7712)| 1882  (681)  (56.5) 6.4 199 9.1
?}iiﬁﬁg 2037 (24 86/ 1329 (415  (309) 49  (327.0) (279.4) 108 (855)  (80.4) 1.6 94 7.9
Vinati Organics 5604 (57) 51| 1432 (159)  (103) 251 (3051) (4319) 976  (212)  (64) 95 121 101
gfzfslz 166,041  (54) 106 22408 (322 (89| 135 (5323) (2889)| 11,034 (423) (17.1)

Source: Company, HSIE Research
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Change in estimates

EBITDA OLD EBITDA NEW CHANGE % EPS OLD EPS NEW CHANGE %

Compan

pany FY27E FY28E FY29E| FY27E FY28E FY29E| FY27E FY28E FY29E| FY27E FY28E FY29E| FY27E FY28E FY29E| FY27E FY28E FY29E
Aarti . 9,650 14,677 18955 10,838 15,287 19,762 12.3 42 43 29 13.9 23.4 4.6 134 22.8 57.2 3.9) (2.4)
Industries
Aether

. 4,549 6,499 7,887 4,638 6,499 7,887 2.0 0.0 0.0 21.6 31.8 39.1 221 31.8 39.1 2.4 0.0 0.0

Industries
iiﬁﬁes 2,260 2,826 4,073 2,326 2,806 4,080 2.9 0.7) 0.2 22.7 28.7 455 24.5 28.6 45.7 7.8 (0.4) 0.6
Clean
Science and 3,943 4,830 5,747 3,597 4,348 5,091 8.8) (10.00 (114) 241 29.7 35.7 21.6 26.4 31.1| (10.1) (11.3) (12.8)
Technology
Deepak
Nitrite 8,466 14,167 22,646 8,505 14,244 22,752 0.5 0.5 0.5 27.0 415 64.1 27.2 419 64.6 0.8 1.0 0.9
Ei‘ggme 10,721 12,458  12,458| 10,637 12,668 14,885 (0.8) 1.7 19.5| 1438 163.1 163.1| 1444 168.7 2053 0.4 34 259
NOCIL 1,001 1,618 2,117 988 1,603 2,099 (1.3) (1.0) 0.8) 3.6 5.7 7.8 3.6 5.7 7.8 (0.0) (0.0) (0.0)
SRF 33,001 41,784 52972 31,335 39,999 51,061 (5.0) 4.3) (3.6) 57.0 775 104.2 51.0 70.5 96.5| (10.5) 9.0) (7.4)

Source: Company, HSIE Research

Valuation summary

MCap EBITDA(INR mn) Adj EPS (INR/sh) P/E (x) ROE (%)
cMmP TP

Company (INR RECO

by INR) (NR) | Fy26 FY27E FY28E FY20E| FY26 FY27E FY28E FY29E| FY26 FY27E FY28E FY29E| FY26 FY27E FY28E FY29E
gzr;tries 175 484 REDUCE 468 | 11,670 10,838 15287 19762 113 46 134 228 426 1052 361 2L1| 71 28 77 120
Aeth
e 199 1501 ADD 1558 | 3,636 4638 6499 7,887| 171 221 318 39.1| 867 670 466 379 97 113 142 151
Industries
Alkyl Amines | 100 1,956  SELL 1,068 | 2,846 2,326 2,806 4080| 352 245 286 457| 449 646 553 346| 123 79 87 128
Acut
C;Z;?Csals 278 3401  SELL 1423 | 4,804 5805 7,184 7717| 435 528 645 688 614 506 414 388 241 233 229 200

Balaji Amines 78 2,415 SELL 1,596 2,654 2,557 4,028 4,971 52.2 432 72.6 93.8 409 494 294 22.8 8.6 6.7 104 121
Clean Science

and 82 770 REDUCE 752 3,550 3,597 4,348 5,091 21.6 21.6 26.4 31.1 38.2 38.1 31.3 26.5 153 13.7 149 155
Technology
Deepak
Nitrite 224 1,644 SELL 1,503 9,807 8,505 14,244 22,752 41.0 27.2 419 64.6 427 64.4 41.8 27.1 10.7 6.2 8.9 12.6
Fine Organics | 153 5,000 SELL 4,009 4,830 5,771 5,837 7,844| 1343 1563 1593 2122 344 29.5 29.0 21.8 16.6 15.8 12.7 13.6
Cabrgy 71 2,001 BUY 2,598 4,753 5,059 5917 6,482 75.4 854 100.5 119.0 24.8 219 18.6 15.7 10.5 10.6 11.6 12.9
Surfactants
FNli\(l)lrrilne 395 7,712 ADD 7,800 | 10,817 10,637 12,668 14,885 129.6 1444 168.7 205.3 59.1 53.1 454 37.3 204 17.8 18.2 19.2
Neogen

. 52 2,085 BUY 2,654 1,373 1,773 3,773 4,549 11.5 21.8 40.6 36.7| 1473 77.2 41.5 459 3.6 5.4 8.1 6.9
Chemicals
NOCIL 29 173 ADD 195 1,008 988 1,603 2,099 3.7 3.6 5.7 7.8 50.2 50.9 323 23.7 35 34 5.2 6.8
SRF 822 2,775 ADD 2,784 | 34,096 31,335 39,999 51,061 59.9 51.0 70.5 96.5 42.6 50.0 36.2 264 133 10.3 12.7 15.3
Sudarshan 79 999 REDUCE 923 | 5899 5375 7,403 9635 62 62 221 415 1616 1607 453 241 14 14 49 89
Chemicals
glrr;at;lics 139 1,333 BUY 1,939 6,539 6,884 8,289 10,156 427 452 56.1 70.4 313 29.5 23.8 19.0 14.9 14.0 15.3 16.6

Note: CMP is as on 10t July 2026
Source: Company, HSIE Research
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Rating Criteria

>+15% return potential

BUY:

ADD:

+5% to +15% return potential
-10% to +5% return potential

REDUCE:
SELL:

>10% Downside return potential
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