Aether Industries Ltd

QA4FY24 Result Update | Specialty Chemical

Significant headwinds persist for the company.
Quarterly Performance was impacted due to one-off
expenses pertaining to fire accident which took

place in Q3FY24. Expenses pertaining to
compensation to victims, hospitalition expense for
the injured, loss in inventory/finished goods etc led
to decline in margins & poor performance. Pricing
pressure continues from China & has led to market
share loss in certain products for the company.

Financial highlights
Revenue from Operations came at Rs 1175 Mn; -36%
(YoY) || -24% QoQ

EBITDA was reported at Rs 102 Mn; -83% (YoY) || -67%
(QoQ)

EBITDA margins @ 8.7%, -2375 bps YoY

Reported PAT @ Rs -14.29 Mn; -104% (YoY) || -108%
(QoQ

Financial Summary

Y/E Mar (R¢ FY 20 FY 21 FY 22 FY 23 FY 24
Net sales 3,018 4,498 5,900 6,511 5,982
EBIDTA 718 1,122 1,681 1,862 1,322
Margins (%) 23.8 24.9 28.5 28.6 22.1
PAT 400 711 1,089 1,304 825
Growth %) 71.2 78.0 53.2 19.7 (36.7)
EPS 4.2 7.4 9.7 10.5 6.2
P/E (x) 191.8 110.6 84.2 77.7 130.8
P/B (x) 97.9 45.1 23.7 8.1 5.2
EV/EBITDA (x 109.2 71.8 56.1 53.9 78.8
RoE (%) 51.0 40.8 28.2 10.5 4.0
ROCE (%) 21.3 22.3 19.8 11.8 3.9

Source: Dalal and Broacha
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Aether Q4FY24 Concall KTAs

Reported result for the quarter was poor primarily due to one-time recurring costs
associated with the fire incident that took place at Site 2 in Q3FY24.

Accident Update - leading to lower margins
Rs 69.64 Mn - paid as compensation to victims

Rs 138.97 Mn - Stock write-off

Rs 29.5 Mn - Hospitalization expense for the injured

Rs 29.57 Mn - increase in insurance premium

Revenue was also impacted due to shutting down of facility at Site 2 for a few months
Loss estimated at Rs 1,000 Mn - includes loss of asset, inventories, people & loss of
profit

However, the entire sum was fully insured & sum of Rs 210 Mn from insurance cos is
expected in few months & balance to come in installments

Exhibit 1: Pricing pressure continues, recovery expected by management in H2FY25
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Exhibit 2: Revenue Mix Model wise
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Exhibit 3: Revenue Mix for 3 business vertical
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Exhibit 4: Consistent increase in R&D spends & increase in proportion of total income spent on

R&D
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Other Concall KTAs
Avg selling price/kg for FY24 @ Rs 1509, -14.6% YoY
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Competition from China still persists* -pricing pressure seen from Chinese players, Lost
market share in certain products due to inability to produce due to fire

No sight of price recovery yet* - no improvement in prices are expected during H1FY25.

However the management has commented that the *demand remains strong*

~Rs 150/200 cr of revenue is expected to be lost in Q4FY24 due to fire incident || For

which *recovery is not expected in FY25*
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|
Production at Site 4 (Qilfield Service company) was also delayed impacting the revenues
for the quarter

Company has not given any discount or have not taken any additional cost due to the
incident

*Coverge polyols renders major opportunity going forward* - Addressable market size
exp to be 850KTA with polyols priced at 3$-5%/kg (~30-35% premium over normal
polyols)

Site 4 has been commercialized and is expected to contribute significantly in FY25
*Electrolyte additive* - focus will only be on organic molecule & not on solvents or salt

additives; product is commonly used additive in Li-ion batteries || 1st batch is exp to be
commercialized by end of CY25 & the balance towards the end of FY25

Outlook

Significant headwinds in the business persists

Capex at Site 3++ - Rs 200 cr O expected to come online in Q4FY25

Site 4 up & running to contribute to full potential from Q2FY25 onwards
Site 5 - 1st phase exp to commercialize in Q4FY26

At maturity (Approx. 2 years) of product, asset turn is expected to be 2x

Some improvement in prices should be seen in second half of FY25
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Financials
P&L (Rs mn) FY20 FY21 FY22 FY23 FY24
Net Sales 3,018 4,498 5,900 6,511 5,982
Raw Material Cost (1,562) (2,307)  (2,880) (3,173)  (3,209)
Employee Cost (134) (221) (270) (345) (386)
Other Expenses (605) (849) (1,069) (1,130 (1,064)
Operating Profit (EBITDA) 718 1,122 1,681 1,862 1,322
Depreciation (78) (110) (155) (232) (397)
PBIT 639 1,011 1,526 1,630 926
Other income 20 40 70 166 392
Interest (94 (113) (131) (51) (85)
PBT 565 938 1,465 1,745 1,233
Exceptional - - - - (138)
Profit before tax (post exceptional) 565 938 1,465 1,745 1,095
Provision for tax (166) (227) (375) (441) (270)
Reported PAT 400 711 1,089 1,304 825
Balance Sheet FY20 FY21 FY22 FY23 FY24
Equity capital 86 101 1,127 1,245 1,326
Other Equity 697 1,642 2,742 11,201 19,308
Net worth 783 1,743 3,869 12,446 20,633
Ml
Non Current Liabilites 1,043 1,167 1,408 413 483
Current Liabilites 1,179 1,619 2,422 940 2,891
Total Equity & Liabilities 3,005 4,529 7,698 13,799 24,007
Non Current Assets 1,527 2,194 3,600 7,047 10,981
Fixed Assets 1,378 2,067 2,933 5,705 9,194
Intangible assets under development - - - - 61
Financial Assets 22 17 25 29 95
Rightto use asset 82 92 211 1,123 1,596
Other intangible asset 6 6 4 6 6
Other Non Current Assets 39 12 427 185 28
Current Assets 1,478 2,335 4,098 6,752 13,027
Current investments 0 221 170 10 -
Inventories 719 847 1,627 2,488 3,435
Trade Receivables 630 1,082 1,635 2,590 2,329
Cash and Bank Balances 36 56 180 1,023 5,557
Short TermLoans and Advances 7 8 8 11 11
Other Currentfinancial Assets 86 121 477 630 1,695
TOTAL ASSETS 3,005 4,529 7,698 13,799 24,007

Source: Dalal & Broacha Research, Company
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B
(CINU67120MH1997PTC111186) was established in 1997 and is an integrated financial services
player offering an extensive range of financial solutions and services to a wide spectrum of customers
with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange
of India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for
investments and is engaged in the securities businesses including stock broking (Institutional and
retail), depository participant, portfolio management and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details
of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per
SEBI (Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were
suspended by any stock exchange with whom it is registered in any time in the past. It has not been
debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its
certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations
have issued advice letters or levied minor penalty on D&B for certain operational deviations in routine
course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that
all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or
will be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research
Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for
the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject
company at the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership | No
of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the | No
subject company.
Whether the research Analyst has served as officer, director or employee of the | No
subject company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment | No
banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation for products or | No
services other than investment banking or merchant banking or brokerage
services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits | No
from the subject company or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or
companies that are the subject of this material. Our salespeople, traders, and other professionals
may provide oral or written market commentary or trading strategies to our clients that reflect
opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing
businesses may make investment decisions that may be inconsistent with the recommendations
expressed herein.
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In reviewing these materials, you should be aware that any or all of the foregoing, among other things,
may give rise to real or potential conflicts of interest including but not limited to those stated herein.
Additionally, other important information regarding our relationships with the company or companies
that are the subject of this material is provided herein. This report is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject D&B or its group companies to any registration
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an
official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message
should not be construed as official confirmation of any transaction. No part of this document may be
distributed in Canada or used by private customers in United Kingdom. All material presented in this
report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor
its content, nor any

copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without
the prior express written permission of D&B. All trademarks, service marks and logos used in this
report are trademarks or registered trademarks of D&B or its Group Companies. The information
contained herein is not intended for publication or distribution or circulation in any manner
whatsoever and any unauthorized reading, dissemination, distribution or copying of this
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities
and Exchange Board of India before investing in Indian Securities Market. In so far as this report
includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992 | E-mail: equity.research@dalal-broacha.com
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