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Better realization + Higher RM cost = Moderate earning growth in Q4 

We expect the companies under our chemicals coverage to report strong revenue growth (25.3%
YoY) mainly led by steady demand in end-user industries and higher realization (raw material price 
increase pass on). We expect moderate volume growth for most companies under our coverage    
universe. Due to severe disruptions on supply routes, increased freight costs continued to impact 
imports, resulting a jump in chemical prices in the domestic market. Behind the sharp increase in the 
Crude oil price (+59% YoY), the base chemicals like Benzene, Toluene, Xylene, Phenol etc. have 
also surged  between 40-90% on a YoY basis. High input costs coupled with an abnormal increase in 
power, logistics and shipping costs to keep margins under pressure in Q4. However, Fine organics 
seems an exception with 251bps (YoY) margin expansion supported by better pass on of both RM 
and logistic cost to the customers. The growth trajectory from the export market looks promising for 
the medium to long term with the commissioning of new capacity for selective players. Overall, our 
Chemical  coverage would post a Revenue/EBITDA/PAT growth of 25.3%/6.4%/11.2% YoY in 
Q4FY22. We expect the EBITDA margin of our coverage universe to contract by 317bps YoY, owing 
to elevated input costs, freight and power costs.   

Aarti Industries 

Aarti Industries’ Q4FY22 revenue is expected to grow by 40.2% YoY, led by the favourable base and 
a sharp increase in the realization (due to higher pricing) in the speciality chemical segment. We  
expect growth in the pharma segment to remain healthy. Despite improved product mix and pick up 
in capacity utilization, EBITDA margin to contract by 196bps to 19.6% from 21.5% in Q4FY21 due to 
higher input and logistic prices. The net profit is expected to grow by 34.2% (YoY) at INR 1827mn 
from INR 1362mn. 

Bodal Chemical 
Bodal Chemical’s revenue is expected to increase by 15.5% YoY, on account of higher price        
realization in key Dye Intermediates (Vinyl Sulphone, H Acid ) and Caustic Soda. We expect the 
EBITDA margin to reach 12.3% compared to 11.6% in Q4FY21. PAT is expected at INR 443mn 
(compared to INR 267mn in Q4FY21) on the back of improved operational performance. 

Fine Organic 

We expect Fine organics to report solid revenue growth (62.3% YoY), driven by the strong recovery 
in volume growth plus product price increase in line with a surge in input cost. We expect a 251bps 
improvement in EBITDA margin from 15% to 17.5% in Q4FY22, mainly due to a better pass-through 
mechanism. Net profit set to grow by 105% YoY to INR 651mn from INR 318mn, backed by strong 
operational performance. 

Hikal 
We expect revenue de-growth of 3.2% YoY due to subdued performance from both the pharmaceuti-
cal and crop protection businesses. EBITDA margin to drop by 312bps at 17.4% compared to 20.5% 
in Q4FY21, led by a spurt in input prices. Despite lower tax expenses, net profit to decline by 14.5% 
YoY to INR 435mn from INR 509mn because of weak operational performance. 

IG Petrochemicals 

We expect IGPL to report healthy revenue growth (22.2% YoY) based on optimum utilization of newly 
added PAN capacity and higher realization in both PAN and MA. However, on a sequential basis, 
PAN volumes are expected to be slightly lower (vs Q3FY22) due to the partial shutdown of capacity 
for changing catalysts. We expect a sharp contraction in the EBITDA margin (by 1,408bps to 20.2% 
from 34.3% in Q4FY21) due to a contraction in PAN/OX spread and higher other expenses.         
Subsequently, Net profit to de-grow by 31% YoY to INR 689mn from INR 999mn. 

SH Kelkar 
We expect SHK to deliver revenue growth of (13.2% YoY) based on moderated volume growth in 
based business and integration of Holland Aromatics & Nutaste (revenue of INR 300mn in Q4FY22). 
On a like-to-like basis, revenues grew by 5.5% YoY. Due to inflation in raw materials and higher   
logistic cost, the EBITDA margin to witness a 213bps decline from 16.9% to 14.8% in Q4FY22    
compared to the same quarter last year. Adj Net profit to de-grow by 7.8% YoY to INR 370mn from 
INR 401mn. 

Our Top Picks:   

 Valiant Organics 

 Transpek Industry 

Company Name Reco CMP 
Target 
price 

Aarti Industries Hold 948  1,080  

Bodal Chemicals  Buy 108  142  

Fine organics Hold 4,261  3,976  

Hikal Ltd Hold 423  426  

IG Petrochemicals  Hold 755  744  

SH Kelkar Hold 161  159  

Sudarshan     
Chemical Buy 528  821  

Transpek Industry Buy 1,930  3,006  

Valiant Organics Buy 978  1,611  

Vinati Organics Hold 2,006  1,980  

 Performance (%) 1m 3m 1Yr 

Aarti Industries 7 -12 34 

Bodal Chemicals  5 -7 21 

Fine organics 7 14 72 

Hikal Ltd 5 -4 140 

IG Petrochemicals  7 5 64 

SH Kelkar 13 -2 22 

Sudarshan    
Chemical -7 -8 -4 

Transpek Industry -6 -4 43 

Valiant Organics 14 -20 -32 

Vinati Organics 3 -3 25 
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Sudarshan Chemical 
We expect revenue to decline by 1.4% due to muted growth in the export market (-3% YoY). The 
EBITDA margin is expected to contract by 266bps to 12.6% compared to 15.3% in Q4FY21 due to 
higher logistic and raw material prices. PAT is expected to drop by 35% at INR 347mn due to     
subdued operational performance. 

Transpek Industry 

Transpek’s revenue is expected to increase by 81.3% 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 is   
expected to remain flat at 18.3% (vs 18.3% in Q4FY21) despite of inflated input cost environment. 
Subsequently, net profit to grow by ~100% to INR 219mn from INR 109mn, on the back of strong 
operational performance.  

Valiant Organics  
We expect revenue to grow by 29.6% YoY, led by incremental contribution from enhanced          
capacities (incl PAP). The EBITDA margin is expected to contract by 774bps to 17.2% compared to 
24.9% in Q4FY21 due to higher input and logistic costs. During the quarter, prices of basic input 
products such as phenol and PAP (para amino phenol) remained high. PAT is expected to grow by 
24% to INR 342mn compared to INR 276mn, supported by lower tax expenses. 

Vinati Organics  
We expect Vinati organic’s revenue to grow by 41.4% YoY, led by higher demand for ATBS and 
scale-up of Butyl Phenol. The EBITDA margin is expected to contract by 963bps to 25.8%         
compared to 35.4% in Q4FY21 due to change in product mix, high base, higher input and logistic 
cost. PAT is expected to grow by 9.9% to INR 779mn compared to INR 709mn. 
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Company-wise Earnings Estimates for Q4FY22 

Source: Company, BP Equities Research 

Company 

Revenues EBITDA 
EBITDA  Margin 

(%) PAT 
PAT  Margin          

(%) 

Q4FY22E Q4FY21 
Y-o-Y 
(%) Q4FY22E Q4FY21 

Y-o-Y 
(%) Q4FY22E Q4FY21 Q4FY22E Q4FY21 

Y-o-Y 
(%) Q4FY22E Q4FY21 

                            

Aarti Industries 16,958 12,094 40.2% 3,318 2,603 27.5% 19.6% 21.5% 1,827 1,362 34.2% 10.8% 11.3% 

Bodal Chemicals  4,934 4,273 15.5% 607 496 22.5% 12.3% 11.6% 443 267 65.6% 9.0% 6.3% 

Fine organics 5,241 3,229 62.3% 917 484 89.5% 17.5% 15.0% 651 318 104.6% 12.4% 9.8% 

Hikal Ltd 5,154 5,325 -3.2% 897 1,093 -17.9% 17.4% 20.5% 435 509 -14.5% 8.4% 9.6% 

IG Petrochemi-
cals  5,164 4,224 22.2% 1,043 1,448 -28.0% 20.2% 34.3% 689 999 -31.0% 13.3% 23.6% 

SH Kelkar 4,490 3,965 13.2% 665 671 -1.0% 14.8% 16.9% 370 401 -7.8% 8.2% 10.1% 

Sudarshan 
Chemical 5,653 5,734 -1.4% 712 875 -18.6% 12.6% 15.3% 347 534 -35.1% 6.1% 9.3% 

Transpek Industry 1,750 965 81.3% 320 176 81.8% 18.3% 18.3% 219 109 99.8% 12.5% 11.3% 

Valiant Organics  3,034 2,341 29.6% 522 584 -10.6% 17.2% 24.9% 342 276 24.0% 11.3% 11.8% 

Vinati Organics 3,955 2,798 41.4% 1,020 991 2.9% 25.8% 35.4% 779 709 9.9% 19.7% 25.3% 
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Base Chemical Price Trend  

Source: BP Equities Research 
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