
 

Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters                   Systematix Shares and Stocks (India) Limited 

Investors are advised to refer disclosures made at the end of the research report.  

 1 

Midcaps 

Earnings could be a mixed bag 

Chemicals: Muted revenue growth, flat OPM QoQ: We anticipate decrease in the 
topline (-8% QoQ/ -9% YoY) of our specialty chemical universe, which we attribute to 
a) seasonal factors, b) maintenance shutdowns, c) weak demand in China’s domestic 
markets (with the Chinese economy opening up, companies there have been 
dumping excess inventory in global markets), and d) subdued demand in end-user 
industries. Leading innovators in their commentaries cited this as inventory 
destocking, effects of which are being borne by Indian chemical companies. 
However, the favorable trajectory of benign raw material (RM) prices should bring 
the much-needed respite to gross margins. We reiterate BUY on SRF (SRF) and HOLD 
on Deepak Nitrite (DN), Atul (ATLP), Navin Fluorine (NFIL), Aarti Industries (ARTO) 
and Vinati Organics (VO).  

Key things to monitor in the earnings concalls: 1) Capacity ramp up (2) Product price 
trend (3) Performance in the end-user discretionary sector. 

Textiles –QoQ revenue growth and cotton-yarn spread forecast to improve: Within 
textiles, we expect topline growth to stay muted YoY, impacted by falling yarn 
realisations and subdued export demand. The recent softening in cotton prices, 
coupled with the decline in crude prices and freight costs, could positively impact 
QoQ margins, albeit these may remain under pressure YoY. Anticipated high 
utilisation levels and the potential for positive operating leverage are poised to 
enhance margins going forward. We expect export demand to stay at a moderate 
level of restraint, with an increase projected in 2HFY24. Acceleration in volume shift 
from China to India and vendor consolidation by global retailers are factors that 
make us upbeat on the sector. We have BUY ratings on KPR Mill (KPR) and Gokaldas 
Exports (GEXP) and a HOLD rating on Vardhman Textiles (VTEX).  

Key things to monitor in the earnings concalls: 1) Progress on FTA, 2) demand for 
yarn and price trend for cotton-yarn spread, 3) global inventory situation. 

Others  

EPL (EPLL) – Healthy all-round growth expected: EPLL is expected to report healthy 
revenue growth, and the commissioning of a new plant by the company in Brazil. 
Margins should improve QoQ on softening RM prices and change in product mix. We 
remain positive on EPLL, considering its geographical diversification into high-growth 
markets, rising share of beauty and cosmetics category, and softening of cost 
pressures. We believe the company is ahead of the curve in sustainable packaging 
solutions and better placed to gain market share and expand faster. We have a BUY 
rating on EPLL. 

Key things to monitor in the earnings concalls: 1) Demand recovery in China and 
Europe, 2) wage inflation across various key markets.   

Praj Industries (PRJ) – Margins to improve YoY: We forecast 18% revenue growth, 
driven by execution of orders. With key RM prices softening over the last few 
months, gross margins could improve YoY but will likely remain flat QoQ. We have a 
BUY rating on PRJ. 

Key things to monitor in the earnings concalls: 1) Orderbook position across all 
business segments, 2) outlook for the engineering segment. 
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Sector rating 
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CMP 
(Rs) 

TP  
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Reco. 

Aarti Inds. 448 537 HOLD 

Atul 6,548 7,295 HOLD 

Deepak Nitrite 1,926 2,121 HOLD 

Navin Fluorine 4,615 5,104 HOLD 

SRF 2,173 3,174 BUY 

Vinati Organics 1,803 1,700 HOLD 

KPR Mill 654 726 BUY 

Gokaldas Exports 539 563 BUY 

Vardhman Textiles 372 372 HOLD 

EPL 220 262 BUY 

Praj Industries 403 482 BUY 

Source: Systematix Institutional Research 

1QFY24 RESULT PREVIEW 

Industry Midcaps 

Pratik Tholiya  
pratiktholiya@systematixgroup.in 
+91 22 6704 8028 

Pratik Oza   
pratikoza@systematixgroup.in 
+91 22 6704 8036 

 



 
 

14 July 2023 

 

2 Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters                   Systematix Shares and Stocks (India) Limited 

Midcaps – 1QFY24 Result Preview 

 

Exhibit 1: Valuation snapshot 

Company CMP (Rs) TP (Rs) Reco. 
PE (x) EV/ EBITDA (x) RoE (%) ROCE (%) 

FY24E FY25E FY24E FY25E FY24E FY25E FY24E FY25E 

Chemicals 

Aarti Inds. 448 537 HOLD 29.3 19.5 16.0 12.2 10.9 14.7 10.7 13.4 

Atul 6,548 7,295 HOLD 46.0 38.4 29.4 24.0 12.2 13.1 15.8 16.9 

Deepak Nitrite 1,926 2,121 HOLD 24.2 20.1 16.1 13.2 23.8 23.1 30.6 29.4 

Navin Fluorine 4,615 5,104 HOLD 43.4 34.4 28.6 23.3 22.4 23.5 22.5 24.2 

SRF 2,173 3,174 BUY 26.1 20.3 17.0 13.3 21.8 23.2 19.5 22.9 

Vinati Organics 1,803 1,700 HOLD 31.3 24.4 24.5 19.0 24.3 25.2 32.4 33.5 

Textiles 

KPR Mill 654 726 BUY 23.3 20.6 15.0 13.0 21.4 20.5 22.3 22.7 

Gokaldas Exports 539 563 BUY 20.4 17.2 11.4 9.4 15.6 16.0 13.8 15.5 

Vardhman Textiles 372 372 HOLD 11.4 9.3 7.7 6.1 10.7 12.2 10.0 12.1 

Others 

EPL 220 262 BUY 25.2 18.4 10.5 8.7 13.5 17.3 13.6 17.7 

Praj Industries 403 482 BUY 25.8 20.9 17.5 14.2 23.2 24.5 31.2 33.0 

Source: Company, Systematix Institutional Research  
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Exhibit 2: Chemical companies under coverage – 1QFY24E result estimates & highlights (Rs mn) 

Aarti Inds. 
(ARTO) 

1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 14,626 16,550 16,103 -9% -12% Revenue could drop 12% QoQ due to the challenging demand 
environment. Within non-discretionary sectors, pharmaceuticals is slated 
to do well compared to agrochemicals, which continues to face inventory 
overhang. Key things to watch out for would be the performance of non-
discretionary end-user industries. We expect the demand for dyes and 
intermediates to stay tepid on the back of soft export demand. Margins 
may come slightly on the lower side, as ARTO looks to sell its discretionary 
products to the non-regular markets, even though prices of key RMs like 
benzene and toluene have moderated, easing the cost pressures. 

EBITDA 2,053 2,510 2,815 -27% -18% 

PAT 675 1,490 1,355 -50% -55% 

OPM 14.0% 15.2% 17.5% -345 bps -113 bps 

NPM 4.6% 9.0% 8.4% -380 bps -439 bps 

EPS (Rs) 1.9 4.1 3.7 -50% -55% 

Atul (ATLP) 1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 12,071 11,952 14,769 -18% 1% 

Within the life sciences division, we expect revenues to fall QoQ, due to 
weak demand for 2,4D and softening prices.  The market expects demand 
for epoxy resins and sulphur black to fall. This is because demand in the 
construction industry, which is a huge consumer of epoxy resins, is 
weakening. Interestingly, the textile industry has indicated a rebound. 
Based on our analysis, we expect sulphur black to deliver lackluster results.  

EBITDA 1,469 1,494 2,330 -37% -2% 

PAT 870 936 1,645 -47% -7% 

OPM 12.2% 12.5% 15.8% -361 bps -33 bps 

NPM 7.2% 7.8% 11.1% -393 bps -62 bps 

EPS (Rs) 29.4 31.6 55.6 -47% -7% 

Deepak Nitrite 1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 18,719 19,614 20,580 -9% -5% 

We believe the phenolics segment would experience a decline in 
performance due to relatively stable phenol spreads. Additionally, growth 
in the advanced intermediates segment too could slip. We estimate 17.1% 
(down 62 bps YoY/down 124bps QoQ) and 10.7% (down 69bps YoY and 
122bps QoQ) OPM and NPM, respectively, for DN for 1QFY24. 

EBITDA 3,209 3,605 3,656 -12% -11% 

PAT 2,004 2,339 2,346 -15% -14% 

OPM 17.1% 18.4% 17.8% -62 bps -124 bps 

NPM 10.7% 11.9% 11.4% -69 bps -122 bps 

EPS (Rs) 14.7 17.1 17.2 -15% -14% 

Navin Fluorine 
(NFIL) 

1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 6,313 6,971 3,868 63% -9% 

NFIL could record subdued revenue growth QoQ (-9% QoQ), impacted by 
annual maintenance shutdown at its hydrofluorolefins (HFO) and 
hydrofluoric (HF) plants and normalisation of CDMO revenues. The 
Specialty Chemicals segment is slated to register healthy QoQ growth, as 
the company has commercialised two agrochemical molecules at its new 
multipurpose plant.  

EBITDA 1,613 2,018 999 61% -20% 

PAT 1,170 1,364 790 48% -14% 

OPM 25.6% 28.9% 25.8% -27 bps -339 bps 

NPM 18.5% 19.6% 20.4% -188 bps -102 bps 

EPS (Rs) 23.6 27.5 15.9 48% -14% 

SRF (SRF) 1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 34,669 37,781 38,947 -11% -8% 
We anticipate softness across all the company’s three business verticals 1) 
Chemical segment: could feel the impact of muted demand and subdued 
refrigerant gas prices; 2) BOPP and BOPET: . The prevailing trend of prices 
declining in this segment could have a substantial impact on the profit 
margins of the packaging sector; 3) Technical textiles: . The segment may 
report subdued performance on declining demand. Higher depreciation 
and interest costs could impact PAT margin. 

EBITDA 7,718 9,316 9,950 -22% -17% 

PAT 4,352 5,625 6,080 -28% -23% 

OPM 22.3% 24.7% 25.5% -329 bps -240 bps 

NPM 12.6% 14.9% 15.6% -306 bps -233 bps 

EPS (Rs) 14.7 19.0 20.5 -28% -23% 

Vinati Organics 1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 4,279 5,034 5,063 -15% -15% 

With inventory destocking dampening demand at the customer level, we 
anticipate a subdued quarter for ATBS (Acrylamide tertiary butyl sulfonic 
acid). However, IBB demand should remain stable, primarily driven by 
consistent demand for ibuprofen. 

EBITDA 1,114 1,523 1,309 -15% -27% 

PAT 873 1,154 1,012 -14% -24% 

OPM 26.0% 30.3% 25.8% 19 bps -422 bps 

NPM 20.4% 22.9% 20.0% 42 bps -251 bps 

EPS (Rs) 8.5 11.2 9.8 -14% -24% 

Source: Company, Systematix Institutional Research  
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Exhibit 3: Textile companies under coverage – 1QFY24E result estimates & highlights (Rs mn) 

KPR Mill (KPR) 1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 17,073 19,497 15,848 7.7% -12.4% 

We expect 14% YoY growth in the garment business and 30% YoY growth 
in sugar and ethanol segments to drive 7.7% revenue growth in 1QFY24E. 
Volumes in the garment business could surge by 10%, likely offset by 
higher realisation due to cost pass-through measures. Margins could revive 
QoQ, led by higher contribution from the sugar/ethanol segment. 

EBITDA 3,135 3,203 3,681 -14.8% -2.1% 

PAT 1,969 2,096 2,267 -13.2% -6.0% 

OPM 18.4% 16.4% 23.2% -486 bps 193 bps 

NPM 11.5% 10.7% 14.3% -277 bps 78 bps 

EPS (Rs) 5.72 6.09 6.59 -13% -6% 

Gokaldas 
Exports (GEXP) 

1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 5,374 5,230 6,106 -12.0% 2.7% 

We expect revenue to decline YoY on the back of high base last year. 
Margins are likely to improve YoY (remain flat QoQ), as cost pressures 
recede. Demand pick up could be slower due to excess inventory with US 
brands, and inflationary pressures in the UK. 

EBITDA 727 701 723 0.7% 3.8% 

PAT 449 472 393 14.2% -4.9% 

OPM 13.5% 13.4% 11.8% 170 bps 14 bps 

NPM 8.4% 9.0% 6.4% 192 bps -67 bps 

EPS (Rs) 7.61 8.00 6.66 14% -5% 

Vardhman 
Textiles (VTEX) 

1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 24,759 24,856 28,118 -11.9% -0.4% 

We expect revenues to slide YoY, but stay flat QoQ, led by lower yarn 
realisation. QoQ, margins could improve, as the company would be able to 
access RMs at a cheaper price. 

EBITDA 2,896 2,620 5,256 -44.9% 10.5% 

PAT 1,627 1,587 3,291 -50.6% 2.5% 

OPM 11.7% 10.5% 18.7% -700 bps 116 bps 

NPM 6.6% 6.4% 11.7% -513 bps 19 bps 

EPS (Rs) 5.73 5.59 11.58 -51% 3% 

Source: Company, Systematix Institutional Research  

Exhibit 4: Others – 1QFY24E result estimates & highlights (Rs mn) 

EPL (EPLL) 1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 9,579 9,693 8,318 15% -1% 
All geographies could post healthy growth, with China and the Americas 
growing at +18% and 25% YoY, respectively. India is likely to register 7% 
YoY growth, while Europe is slated to grow at 10% YoY. Margins are likely 
to improve, as RM costs soften, but higher wage inflation could restrict 
margin expansion. Brazil operations are likely to start contributing 1QFY24 
onwards, and could be margin accretive. 

EBITDA 1,656 1,639 1,256 32% 1% 

PAT 496 843 366 35% -41% 

OPM 17.3% 16.9% 15.1% 219 bps 38 bps 

NPM 5.2% 8.7% 4.4% 77 bps -352 bps 

EPS (Rs) 1.6 2.7 1.2 35% -41% 

Praj Industries 
(PRJ) 

1QFY24E 4QFY23 1QFY23 YoY QoQ Comments 

Net Revenue 8,612 10,040 7,299 18% -14% 

We expect healthy 18% YoY revenue growth, led by execution of orders in 
the bio-energy segment. Engineering and HiPurity segments would also aid 
the revenue growth. Margins are likely to improve YoY (remain flat QoQ) 
on the back of easing steel prices. 

EBITDA 902 1,045 526 72% -14% 

PAT 655 881 413 59% -26% 

OPM 10.5% 10.4% 7.2% 327 bps 7 bps 

NPM 7.6% 8.8% 5.7% 196 bps -117 bps 

EPS (Rs) 3.6 4.8 2.2 59% -26% 

Source: Company, Systematix Institutional Research  
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BUY (B): The stock's total return is expected to exceed 15% over the next 12 months. 
HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months. 
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