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Better realization combined with base effect to drive the positive growth momentum 
in Q3 

We expect the companies under our chemicals coverage to report strong revenue growth (25.9%
YoY) mainly led by restoration of demand in end-user industries, base effect and higher realization 
(raw material price increase pass on). We expect double-digit volume growth for most companies 
under our universe. Increased freight costs due to severe disruptions on supply routes continued to 
impact imports, resulting in a surge in selective chemical prices in the domestic market. The growth 
trajectory from the export market looks promising with the commissioning of new capacity for selec-
tive players. We believe that most chemical companies have ramped up their utilization levels, result-
ing in margin normalization. Overall, our Chemical coverage would post a Revenue/EBITDA/PAT 
growth of 25.9%/14.2%/14.1% YoY in Q3FY22. We expect the EBITDA margin of our coverage    
universe to contract by 187bps YoY, owing to elevated input costs, freight and power costs.   

Aarti Industries 

Aarti Industries’ Q3FY22 revenue is expected to grow by 27.9% YoY, led by a low base, demand  
revival in the speciality chemical segment. We expect growth in the pharma segment to remain 
healthy. Despite of improved product mix and pick up in capacity utilization, EBITDA margin to      
contract by 165bps to 20.1% from 21.8% in Q3FY21, due to higher input prices. The net profit is  
expected to grow by 9.4% at INR 1850mn from INR 1691mn. 

Bodal Chemical 

Bodal Chemical’s revenue is expected to increase by 31.7% YoY, on account of higher price realiza-
tion in key Dye Intermediates (Vinyl Sulphone, H Acid ) and Caustic Soda. We expect the EBITDA 
margin to reach 12.4% compared to 10.5% in Q3FY21. PAT is expected at INR 343mn (compared to 
INR 272mn in Q3FY21) on the back of improved operational performance. 

Fine Organic 

We expect Fine organics to report healthy revenue growth (42.5% YoY), supported by the recovery in 
volume growth plus product price increase in line with a surge in input cost. We expect a 103bps  
improvement in EBITDA margin from 15.8% to 16.8% in Q3FY22, mainly due to a better pass-

through mechanism. Net profit set to grow by 72.2% YoY to INR 494mn from INR 287mn backed by 
strong operational performance. 

Hikal 

We expect slower revenue growth of 2.2% YoY due to muted performance from both the pharmaceu-
tical and crop protection businesses. EBITDA margin to remain flat at 19.8% compared to 19.7% in 
Q3FY21. Net profit to grow at a better pace of 18% YoY to INR 475mn from INR 403mn because of 
the lower tax rate. 

IG Petrochemicals 

We expect IGPL to report strong revenue growth (54.5% YoY) based on the fast absorption of newly 
added PAN capacity and higher realization in MA. However, we expect a sharp contraction in the 
EBITDA margin (by 1,502bps to15.6% from 30.6% in Q3FY21) due to contraction in PAN/OX spread. 
Subsequently, Net profit to de-grow by 21.9% YoY to INR 491mn from INR 629mn. 

SH Kelkar 

We expect SHK to deliver muted revenue growth (of 1.1% YoY) based on moderated volume growth 
with contraction in consumer wallet share. Due to inflation in raw materials and higher logistic cost, 
the EBITDA margin to witness a 374bps decline from 19.1% to 15.4% in Q3FY22 compared to the 
same quarter last year. Adj Net profit to de-grow by 13.7% YoY to INR 302mn from INR 350mn. 

Our Top Picks:   

 Sudarshan Chemical 

 Transpek Industry 

Company Name Reco CMP 
Target 
price 

Aarti Industries Hold 1,098 1,080 

Bodal Chemicals  Buy 120 143 

Fine organics Hold 3,733 3,256 

Hikal Ltd Hold 492 550 

IG Petrochemicals  Sell 729 691 

SH Kelkar Hold 163 159 

Sudarshan     
Chemical Buy 591 901 

Transpek Industry Buy 2,033 3,231 

Vinati Organics Hold 2,076 1,980 

 Performance (%) 1m 3m 1Yr 

Aarti Industries 11 -2 74 

Bodal Chemicals  6 -16 56 

Fine organics 3 17 48 

Hikal Ltd -7 -6 183 

IG Petrochemicals  -1 -17 87 

SH Kelkar 6 5 29 

Sudarshan    
Chemical 3 -12 18 

Transpek Industry -4 -17 24 

Vinati Organics 7 1 59 
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Sudarshan Chemical 

We expect flattish revenue growth (0.8% YoY) due to muted growth in the both export and domestic 
market. The EBITDA margin is expected to contract by 141bps to 13.8% compared to 15.2% in 
Q3FY21 due to higher logistic and raw material prices. PAT is expected to decline by 14% at       
INR 337mn due to subdued operational performance. 

Transpek Industry 

Transpek’s revenue is expected to increase by 77.2% YoY, driven by sharp volume recovery in the 
long-term supply contract (Polymer segment) and healthy growth in the other segments. On the 
back of a better product mix and positive operating leverage, the company’s EBITDA margin can 
improve by 436bps at 19.9% (vs 15.5% in Q3FY21). Subsequently, net profit to grow by ~154% to 
INR 203mn from INR 80mn, on the back of strong operational performance.  

Vinati Organics  

We expect Vinati organic’s revenue to grow by 68.7% YoY because of higher demand for ATBS and 
scale-up of Butyl Phenol. The EBITDA margin is expected to contract by 794bps to 28.5%         
compared to 32.3% in Q3FY21 due to change in product mix, higher input and logistic cost. PAT is   
expected to grow by 47.9% to INR 815mn compared to INR 551mn, supported by healthy           
operational performance.  
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Estimates for Q3FY22E 

Source: Company, BP Equities Research 

Company 

Revenues EBITDA 
EBITDA  Margin 

(%) PAT 
PAT  Margin          

(%) 

Q3FY22E Q3FY21 
Y-o-Y 
(%) Q3FY22E Q3FY21 

Y-o-Y 
(%) Q3FY22E Q3FY21 Q3FY22E Q3FY21 

Y-o-Y 
(%) Q3FY22E Q3FY21 

                            

Aarti Industries 16,766 13,109 27.9% 3,373 2,853 18.2% 20.1% 21.8% 1,850 1,691 9.4% 11.0% 12.9% 

Bodal Chemicals  4,822 3,661 31.7% 598 386 54.8% 12.4% 10.5% 343 272 26.1% 7.1% 7.4% 

Fine organics 4,266 2,993 42.5% 717 472 51.8% 16.8% 15.8% 494 287 72.2% 11.6% 9.6% 

Hikal Ltd 4,733 4,633 2.2% 937 913 2.6% 19.8% 19.7% 475 403 18.0% 10.0% 8.7% 

IG                  
Petrochemicals  4,864 3,148 54.5% 758 963 -21.3% 15.6% 30.6% 491 629 -21.9% 10.1% 20.0% 

SH Kelkar 3,795 3,753 1.12% 583 717 -18.7% 15.4% 19.1% 302 350 -13.7% 8.0% 9.3% 

Sudarshan 
Chemical 5,105 5,064 0.8% 704 770 -8.5% 13.8% 15.2% 337 392 -14.0% 6.6% 7.7% 

Transpek Industry 1,612 910 77.2% 321 141 126.9% 19.9% 15.5% 203 80 153.5% 12.6% 8.8% 

Vinati Organics 3,768 2,235 68.6% 1,072 721 48.7% 28.5% 32.3% 815 551 47.9% 21.6% 24.7% 
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