Ami Organics Ltd.

Company Overview

Ami Organics Limited is an R&D-driven manufacturer of specialty chemicals with varied end usage,
focused on the development and manufacturing of advanced pharmaceutical intermediates (Pharma
Intermediates) for regulated and generic Active Pharmaceutical Ingredients (APIs) and New Chemi-
cal Entities (NCE) and key starting material for agrochemical and fine chemicals. Ami-produced
pharma intermediates are used in several high-growth medicinal fields. It operates three manufactur-
ing facilities in Gujarat situated at Sachin, Ankleshwar & Jhagadia. A notable acquisition is Gujarat
Organics Limited, which has further expanded the company's manufacturing capabilities. Following
this acquisition, the combined manufacturing capacity of Advance Pharmaceutical Intermediates has
reached 6,060 MTPA. The company has an extensive portfolio of over 520 products. Working close-
ly with innovators, they are involved in the development of various new chemical entity molecules.
The company's key products have successfully captured a significant global market share, ranging
from 50% to 90%. The company has a customer presence in the US, China, Israel, Japan, Spain,
Germany, Latin America, etc., and accounted for 59% of sales in FY23 from exports. The company
also has recently ventured into a new segment by becoming the first non-Chinese company to de-
velop and manufacture an additive electrolyte for cells. This electrolyte is used in energy storage
devices.

Investment Rationale
Strong competencies in the advanced pharma intermediate business

Ami Organics has a strong market share of 50-90% in key molecules in 17 therapeutic areas of
which 91% belong to the fast-growing chronic segment. The company has more than 185+ custom-
ers and added 40 new customers in FY23. During the quarter, the company’s pharmaceutical inter-
mediates business grew by 5% YoY in Q1FY24, with sluggish demand in the export market offset by
robust traction in the domestic market. However, the company expects margins for this business to
steadily improve, with a target of 50-100 basis points improvement due to changes in the product
mix for FY24. The company has recently signed a definitive multi-year, multi-tonne agreement with
Fermion for the supply of an intermediate for their patented product. Based on the supply projection
shared by Fermion, the total minimum contract value is expected to be multi-million Euro, spread
across a 10-year horizon. The product is expected to start contributing meaningfully to the revenue
from Q4FY24 onwards. With the current market scenario, the pharmaceutical market is marginally
growing, gaining traction, and is moving faster, against the other pharmaceutical APl markets world-
wide. We, thus, expect the pharma intermediates business to perform well and generate healthy
revenue growth visibility going ahead.

Shifting gears into Specialty Chemicals business

Recently, Ami Organics has acquired two manufacturing facilities of Gujarat Organics Limited situat-
ed at Ankleshwar and Jaghadia to strengthen & enhance its specialty and fine chemical portfolio
catering to electronic chemicals, personal care, and petrochemicals. The company manufactures
salicylic acid and other specialty chemicals used in agrochemical industries, animal nutrition, dyes,
and personal care products. Specialty chemical's business focus through the FY23 period was on
streamlining operations, optimizing capacity, and upgrading processes which took its sweet time.
Now, the company is shifting a few major products of the chemical business to newer technologies
which will improve the performance of the specialty chemicals business both in terms of capacity
utilization and margins.
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Ami Organics Ltd.

Valuation and Outlook

Ami Organics Ltd. is on a healthy growth trajectory aided by its robust order wins in the electrolyte additives segment which would act as
a positive for the company as it has already sent samples to customers and has received approval from six customers. Ami Organics
has a robust market share of 50-90% in key molecules in 17 therapeutic areas of which 91% belong to the fast-growing chronic seg-
ment. With the current market scenario, the pharmaceutical market is gaining traction and is moving faster, against the other pharma-
ceutical APl markets worldwide. The company also aims to improve the performance of the specialty chemicals business both in terms
of capacity utilization and margins. We, thus, believe that Ami's organic revenue and operating performance will gradually improve on
the back of new product launches in pharma intermediates, strong order wins in electrolyte addictive, and diversification of its business
more towards specialty chemicals. Thus, based on the above factors, we give the stock a “Buy” rating. On the valuation front, we
value the company based on 60x of FY25E earnings and arrived at a target price of INR 1,518 (15% upside from CMP) with a 12-
month investment horizon.

Key Financials

YE March (INR. Crs) FY20 FY21 FY22 FY23 FY24E FY25E
Revenue 240 341 520 617 703 788
Revenue Growth (Y-0Y) 0.5% 42.1% 52.7% 18.6% 14.0% 12.0%
EBIDTA 41 80 105 123 141 167
EBIDTA Growth (Y-0-Y) (2.5%) 95.4% 31.2% 16.9% 14.4% 18.7%
Net Profit 27 54 72 83 87 92
Net Profit Growth (Y-o0-Y) 17.9% 96.6% 33.2% 15.4% 20.3% 6.5%
Diluted EPS 7.5 14.8 19.7 22.8 23.7 25.3
Diluted EPS Growth (Y-0-Y) 17.9% 96.6% 33.2% 15.4% 20.3% 6.5%
EBIDTA margin (%) 17.1% 23.5% 20.2% 19.9% 20.0% 21.2%
NPM (%) 11.5% 15.9% 13.8% 13.5% 12.3% 11.7%
RoE (%) 24.6% 32.3% 13.8% 14.0% 14.5% 13.6%
RoCE (%) 24.8% 28.2% 20.1% 20.6% 22.9% 24.1%
P/E (x) 174.6x 88.8x 66.6x 57.8x 55.4x 52.0x
EV/EBITDA 118.1x 61.3x 44.7x 38.5x 33.8x 28.4x
P/BV (x) 42.9x 28.7x 9.2x 8.1x 8.0x 7.1x
Market Cap. / Sales (x) 20.0x 14.1x 9.2x 7.8x 6.8x 6.1x

Source: Company, BP Equities Research
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We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. 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. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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