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v Archean Specialty Chemicals Ltd (ACIL) is a leading specialty marine chemical manufacturer in India.
It manufactures three major product categories such as bromine (Br), industrial salts (NaCl) and
sulphate of potash (SOP). It has a strong clientele of 29 global and 37 domestic customers.

v Leading player with limited competition: It is one of the India’s largest exporters of both bromine
and industrial salts (Q1FY24: exported 48% of Br/ 100% of NaCl production) with one of the lowest cost
of production across the globe.
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= The demand for bromine and bromine derivatives performance products is expected to grow on
account of rise in demand for flame retardants, increase in consumption of oil well chemicals and
use of hydrogen bromide in flow batteries. Also, China’s bromine production is declining steadily on
account of stricter environmental regulations and less land available for bromine production.

= While the growth in food and beverage industry, chlor-alkali sector in the chemical industry, water
treatment, agriculture and de-icing to drive the demand for industrial salts.

= Low Potassium levels have been linked to cancer and certain cardiovascular diseases, thus, SOP
market is expected to grow with its use in fertilizers mainly for horticulture and medical uses.

= There is a limited availability of raw materials with limited number of locations having a suitable
climate and access to reserves. Also, it requires a high degree of technical skill and specialized
expertise to handle these chemicals, as bromine and certain raw materials are hazardous chemicals
in nature. All these aspects acts as an entry barrier in this industry.
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v Investment in CAPEX driving the growth:

= Downstream expansion with bromine derivative performance products: Ongoing greenfield
expansion for a downstream project (through Subsidiary Acume Chemicals Pvt Ltd) commissioning
will be done in a phased manner where 15t phase of Brominated Clear Brine Fluids (13,000 TPA) and
Bromine Catalysts (PTA Synthesis - 5,000 TPA) plant to be commissioned in Q4FY24 and 2™ phase of
High-end Flame Retardant (10,000 TPA) to be commissioned in Q1FY25. It expects 100% utilization in
bromine derivatives by FY25. It has received good response for Phase 1, as it has started groundwork
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on the marketing side.

= Brownfield expansion in bromine and industrial salt capacities: In FY21, it has expanded its
Bromine capacity from 10,000 MTPA to 28,500 MTPA. Further, it has added incremental 14,500 MTPA
in FY23 (Total Bromine Capacity: 43,000 MTPA). This incremental capacity will be captively used for
derivatives downstream products. Also, it intends to expand the manufacturing capacities for
Industrial Salt production by adding one additional washery of 250 tons/hour.

«» Cost Efficient model: The production cost for Industrial salt from sea water brine is about US$12-15
per MT, while ACIL’s costs are in the range of USS$5.5-6 per MT. Further its Grade 1 quality of salt is in
demand by chlor-alkali producers. This has enabled it to be a competitive salt exporter to South East
Asian markets and West Asia. In bromine production, India is among the top five cost competitive
producers globally with China and Japan being more expensive and the US (Arkansas), Israel and
Jordan less expensive than India.
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Valuation: During Q1FY24, overall de-stocking scenario in chemical industry led to downward pricing
pressure on bromine. However, demand remained strong and many customers has liquidated large part
of their inventory. Thus, one can expect a good quarter with demand revival in the medium-term. In
Industrial salts, demand was primarily driven by Chlorine in Asian markets where many players expanded
their production that led to uptick in chlorine usage and downstream product capacity; hence, demand
continues to remain robust. The nature of long term contracts business limits the impact of pricing
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volatility in spot for industrial salt. In SOP, it has observed traction from few clients where it expects
volumes to pick up in FY24. ACIL has delivered revenue / EBITDA growth of 39.5% / 55.5% between FY21-
23. It has improved EBITDA margin from 35% in FY21 to 44% in FY23. The management expects EBITDA
margin to be in the range of 37%-42% in the medium term. We expect ACIL to witness topline growth of
~20% between FY23-25E led by its existing segments as well as upcoming bromine derivative products’
capacity. We assign a PE valuation of 13x to FY25E EPS to arrive at a target of Rs. 792/share.

Figures in Rs Cr

Year Revenues Growth EBITDA Margin PAT Growth EPS PE EV/EBITDA ROE

FY22 1,130 52.6% 467 41.3% 189  183.2% 19.58 29.9x 15.5x 113.1%
FY23 1,441 27.5% 634 44.0% 383 102.8% 31.09 18.8x 11.4x 44.5%
FY24E 1,743 21.0% 683 39.2% 492 28.6% 51.07 11.5x 10.6x 28.9%

FY25E 2,064 18.4% 801 38.8% 587 19.2% 60.90 9.6x 9.0x 26.2%
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Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited, BSE
Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited and , National Commodity
and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments and Currency Derivatives
Segment .

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of interest
at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or his relatives
may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately
preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of
the company covered by Analyst during the past twelve months. NBSPL or its associates have not received any compensation or
other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not
served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in market making
activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries.
It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the
inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for the preparation of
this research report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.
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The Research Report is for the personal information of the authorized recipient and does not construe to be any investment,
legal or taxation advice. NBSPL is not soliciting any action based upon it. Nothing in the research report shall be construed as
a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. In
preparing the research report, we did not take into account the investment objectives, financial situation and particular
needs of the reader.

The research report has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or
in part, or distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use
or disclose the information in the research report in any way. Though disseminated to all the customers simultaneously, not
all customers may receive the research report at the same time. NBSPL will not treat recipients as customers by virtue of
their receiving the research report. The research report is not directed or intended for distribution to or use by any person or
entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be
contrary to law, regulation or which would subject NBSPL & its group companies to registration or licensing requirements
within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation
or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to
correct or update the information or opinions in it. NBSPL 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 inadvertent error in the information contained in
the research report. NBSPL 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 the research report should rely on
their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or
refrain from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to
providing independent and transparent recommendations to its clients, and would be happy to provide information in
response to specific client queries.
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Before making an investment decision on the basis of research report, the reader needs to consider, with or without the
assistance of an adviser, whether the advice is appropriate in light of their particular investment needs, objectives and
financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an
individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may
adversely affect the value of the investment. Opinions expressed are subject to change without any notice. Neither the
company nor the director or the employees of NBSPL accept any liability whatsoever for any direct, indirect, consequential or
other loss arising from any use of the research report and/or further communication in relation to the research report. Here it
may be noted that neither NBSPL, nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in
connection with the use of the information contained in the research report.

Copyright of this document vests exclusively with NBSPL

Our reports are also available on our website www.nirmalbang.com

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance
of returns to investors.
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