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About Clean Science & Technology:

Clean Science & Technology Ltd. has established itself as a  Rating TP (Rs) Up/Dn (6)
. . . . . ACCUMULATE 1,800 21
pioneer in the specialty chemicals sector, with a strong
. i . . . , Market data
commitment to sustainability and innovation. The company’s . .. orice Rs 1,491
focus on eco-friendly solutions has made it a trusted partner  MarketCap Rs.Bn) (Rs Bn) 158
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across diverse industries, including performance chemicals, _ - e ]
pharmaceuticals, agrochemicals, and FMCG chemicals. By  52Weeks High/Low Rs 1690/ 1243
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everaging its deep expertise in process innovation, Clean . . . $12.070
Science has developed a robust portfolio of products that meet  Bloomberg CLEAN.IN
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the highest standards of quality and environmental
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responsibility. The company’s global presence, with exports

constituting 70% of its revenues, underscores its success in 130 1

reaching international markets, including key regions like 110 -

China. Through full vertical integration, Clean Science not only

ensures operational efficiency but also strengthens its ability % 1

to manage costs and supply chain risks. This strategic 70
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advantage is reflected in the company’s financial performance,
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consistently delivering best-in-class EBITDA margins exceeding

Source: Bloomberg

40%, positioning it as an industry leader.
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Market Leadership in Key Products: Clean Science &  Others - -

Technology has established itself as a dominant player in the Total 100 100
specialty chemicals industry, particularly in the production of ~ **"**®*
key active ingredients. With a portfolio of 11 major products,
the company holds the number 1 or 2 position in both Indian

and global markets for each of these products.
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Key Products of CSTL

Product Usage Position
Performance Chemicals
MEHQ Used as polymerization inhibitor in acrylic acids, acrylic esters,

(Monomethyl Ether
of Hydroquinone)

super absorbent polymers (diapers and sanitary pads). Pre-
cursor for agrochemical industry.

No. 1 in India & World.

BHA(Butyi_ated Used as antioxidant in food and feed industry No. 1 in India & World.
Hydroxy Anisole)
AP (Asporbyl Used in infant food formulatloqs, breakfast cereals and No. 1 in India & World.
Palmitate) cosmetics
TBHQ (Tertiary
Butyl Stabilizer in oil industry No. 2 in India & World.

Hydroquinone)

HALS (Hindered

HALS 701 is used in water treatment. HALS 770, 622, 944, 119,

g:;ﬁﬁzl;?:)t 783 is used for UV stabilization in a variety of polymers. No. 1in India.
Pharma & Agro Intermediates
Guaiacol Pre-cursor to manufacture APIs for cough syrup (pharma No. 2 in World. No. 1 in

industry). Key raw material to produce Vanillin.

India.

DCC (Dicyclohexyl
Carbodiimide)

Used as reagentin anti-retroviral

No. 2 in World. No. 1 in
India.

Veratrole

Intermediate in agrochemical industry

Amongstlargestin India.

p-BQ (Para
Benzoquinone)

Intermediate in agrochemical industry

No. 2 in World. No. 1 in
India.

FMCG Chemicals

4-MAP (4-Methoxy
Acetophenone)

Used in UV blocker in sunscreens (cosmetics industry).

No. 1 in India & World.

Anisole

Precursor to perfumes, insect pheromones, pharmaceuticals.
Majority of Anisole produced is used for captive consumption

No. 1 in India & World.

Source: Company

Backward Integrated with Differentiated Manufacturing Capabilities: One of the key

factors driving Clean Science & Technology’s success is its fully backward-integrated
manufacturing model. The company controls every stage of the production process, from raw
materials to finished products, which not only improves cost efficiency but also ensures better
environmentally safe

quality control.

Additionally, Clean Science employs alternative,

manufacturing processes that align with its commitment to sustainability. These innovative
production methods help reduce environmental impact and lower the risk of adverse regulatory
actions from pollution control authorities, ensuring the company remains in compliance with
environmental standards while maintaining a competitive edge in the marketplace.

01-Jan-2025

2]



Clean Science & Technology Ltd DALAL & BROACHA STOCK BROKING PVT LTD

Strong R&D Capabilities: Clean Science & Technology boasts a robust R&D engine, supported
by a dedicated team of 100 professionals, including 10 PhDs. This strong research and
development capability plays a pivotal role in the company’s ability to innovate and create
specialized products through alternative manufacturing routes. By focusing on process
innovation and sustainability, the R&D team enables Clean Science to develop niche products
that cater to evolving market needs while maintaining high standards of environmental safety
and cost efficiency.

Strong Balance Sheet: Clean Science & Technology Ltd. boasts a strong balance sheet, with a
net cash position (comprising cash and liquid investments) of ¥330 crores as of the end of
FY24. This solid financial standing gives the company the ability to invest in future growth
areas while enhancing its risk-taking capability. With ample liquidity, Clean Science is well-
equipped to pursue strategic opportunities, including innovation, capacity expansion, and
market diversification. This financial strength not only positions the company for sustainable
growth but also enables it to navigate potential market fluctuations and invest in high-return
projects with confidence.

New Growth Areas: The company has made substantial investments in the development of
new products, including HALS (a UV-resistant performance chemical used in polymers) with a
capital expenditure of ¥340 crores, a pharmaceutical intermediary product with an investment
of %30 crores, new water treatment chemicals costing 2150 crores, and new performance
chemicals, also with a capex of 2150 crores. By the end of Q2 FY25, five out of nine HALS
products have already been commercialized. Furthermore, the pharmaceutical ingredient was

commercialized in December 2024. The company plans to commercialize the new performance
chemicals by June-July 2025 and the water treatment chemicals by December 2025. It expects
an asset turn of 2x to 2.5x on these capital investments. While the margin profiles of the
pharmaceutical ingredient, new performance chemicals, and water treatment chemicals are
expected to be similar to the existing business, the company anticipates an EBITDA margin of
25% at optimal utilization levels for the HALS segment.

Lower Tax Rate: The company benefits from a lower tax rate at its subsidiary, Clean Fino
Chem Ltd., through which the majority of its new business initiatives will be carried out. This,
in turn, helps reduce the overall tax rate for the company.

What Can It Deliver?

We project Clean Science to achieve a revenue CAGR of 33% over the next two years, driven by new
product launches in Pharma Intermediates, Performance Chemicals, and Water Treatment
Chemicals during FY25 and FY26, as well as a ramp-up in HALS sales over the next two years.
EBITDA is expected to grow at a CAGR of 32%, although margins may contract by 129 bps due to a
shift in the product mix towards HALS, which carries lower margins. PAT is forecasted to grow at a
CAGR of 30.6%, supported by robust EBITDA growth and a lower tax rate at the subsidiary, though
partially offset by higher depreciation from new production facilities. With strong growth prospects
and superior return ratios, we expect the stock to deliver solid returns to shareholders over the
next three years, enhanced by the potential from new molecules under development.
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Key Risks

Increased competitive intensity: An increase in competitive poses a potential risk to Clean
Science's growth outlook, as the company has a higher concentration of products. Any rise in
competition within its existing product categories or in new products could impact market
share, pricing power, and overall revenue growth. This heightened competition could cloud
the company’s ability to maintain its growth trajectory, introducing uncertainty that may affect
investor sentiment and pose a risk to the stock's performance.

Execution Risk: 1t a notable concern for Clean Science, given the company’s ambitious capital
expenditure plan of approximately X330 crores for new product development. Any delays, cost
overruns, or challenges in executing this large-scale investment could negatively impact the
company’s financial performance and growth prospects.

Valuations & Outlook

Clean Science and Technology presents a strong long-term investment opportunity, driven by
promising growth prospects from its new molecules in the performance chemicals and water
treatment chemicals sectors. The ongoing research into an additional molecule further boosts
the company's future potential. Although the stock may seem pricey at a 42x 1-year forward
P/E ratio, we believe the company's robust growth trajectory and the value embedded in its
innovative pipeline justify the premium. We expect the stock to generate favorable risk-
adjusted returns over the long term, making it an appealing option for investors seeking to
tap into Clean Science's growth potential. Our valuation places the company at 53x 1-year
forward earnings, setting a target price of 21,800, which suggests a 21% upside. With limited
downside risk from current levels, we recommend accumulating the stock for the long-term.
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Financials

Income Statement

FY20 FY21 FY22 FY23 FY24 FY25E FY26 E FY27E
Revenues 419 512 685 936 791 1,002 1,360 1,869
EBITDA 185 259 300 402 332 406 534 760
Depreciation 14 17 25 36 46 64 81 95
Other Income 11 26 30 30 41 22 25 30
PBT 182 267 305 396 327 363 478 695
Tax 43 69 76 100 82 91 113 151
PAT 140 198 228 295 244 273 365 545
EPS 11 19 22 28 23 26 34 51
DPS - - 3 5 5 6 8 10
Balance Sheet

FY20 FY21 FY22 FY23 FY24 FY25E FY26 E FY27E
Equities & Liabilities
Equity 342 540 768 1,010 1,203 1,412 1,692 2,130
Current Liabilities 77 102 135 116 160 199 266 344
Non-Current Liabilities 11 18 21 26 33 33 33 33
Total Equities & Liabilities 430 660 925 1,152 1,396 1,645 1,991 2,507
Assets
Current Assets 257 395 570 630 660 805 1,052 1,635
Non-Current Assets 173 265 354 521 737 840 939 872
Total Assets 430 660 925 1,152 1,396 1,645 1,991 2,507
Ratios

FY20 FY21 FY22 FY23 FY24 FY25E FY26 E FY27E
Gross Margin 69 76 67 65 65 62 60 60
EBITDA Margins 44 51 44 43 42 41 39 41
PAT Margins 33 39 33 32 31 27 27 29
Effective Tax Rate 23 26 25 25 25 25 24 22
Revenue Growth 7 22 34 37 -15 27 36 37
ROE 46 45 35 33 22 21 24 29
ROCE 54 53 41 40 25 26 29 34
Du - Pont Analysis

FY20 FY21 FY22 FY23 FY24 FY25E FY26 E FY27E
Net Profit Margin 33.30% 38.70% 33.40% 31.50% 30.80% 27.20% 26.80% 29.10%
Total Asset Turnover 1.11 0.94 0.86 0.9 0.62 0.66 0.75 0.83
Financial Leverage 1.23 1.24 1.21 1.17 1.15 1.16 1.17 1.18
ROE 45.50% 45.00% 34.90% 33.20% 22.10% 20.90% 23.50% 28.50%

Source: Company, Dalal & Broacha Research
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Story in Charts

CSTL’s Revenues are expected to grow at a CAGR of 33.2% over FY24-27e
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Capacity Additions And Improved Utilizations To Drive Revenue Growth
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CSTL’s EBITDA Is Expected To Grow At A CAGR Of 32% Over FY24-27e
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Return Ratios Are Expected To Improve Going Forward
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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 of 1% or more securities of the | No

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 subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past twelve | No
months

Whether the Research Analyst has managed or co-managed public offering of securities for the subject company | No
in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or merchant banking or | No
brokerage services from the subject company in the past twelve months
Whether the Research Analyst has received any compensation for products or services other than 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 or other benefits from the subject company or third | No
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.
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, 2287 6173 | E-mail: equity.research@dalal-broacha.com
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