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Pl Industries Ltd.

Diversified growth momentum to continue

In Q4 FY24, Pl Industries Ltd. (PIIL) registered decent revenue growth along
with margin expansion. PIIL’s topline grew at ~11% on a YoY basis, driven by a
18% growth in the export business. EBITDA margin witnessed a significant
expansion of 348 bps on a YoY basis due to a better business mix and
operating leverage. The Company commercialised 2 new products for exports
and also introduced 2 new products in its domestic business. The Company
remains confident of maintaining growth momentum driven by its
differentiated business model of working on fast-growing, early-stage
molecules. However, PIIL has given more cautious guidance for FY25, keeping
in mind several macro uncertainties. Finally, given the way the business is
currently positioned, PIIL is confident to maintain a ~26% EBITDA margin
going forward.

Diversified growth momentum to continue in the CSM business

In Q4 FY24, PIIL's CSM (exports) business registered a robust revenue growth of
18% on a YoY basis. Newly launched molecules have now started contributing
between 20%-23% to PIIL’s CSM revenue. Clearly, the Company's diversification
efforts have started bearing fruits. This is visible in the fact that one-third of the
new molecules in the Company’s current pipeline are non-agrochemical in
nature, coming from industries like electronic chemicals and semiconductors.
As of FY24, The Company’s outstanding CSM order book stood at $1.75 Bn
which is spread over 3-5 years. This is over and above the annual purchase
orders that PIIL has from its customers.

The domestic business continues to witness degrowth

In Q4 FY24, the domestic business of PIIL registered ~5% de-growth on a YoY
basis due to a weak macro environment. The Company believes that it has now
established a strong portfolio of products which should witness growth given
that the monsoon remains normal. Additionally, the contribution of biologicals
in PIIL’s agri-brands revenue has inched up from ~9% in FY23 to ~12% in FY24.
Overall, the management is optimistic about achieving revenue growth in this
business in FY25.

Stabilization efforts continue in the Pharma business

Currently, PIIL is in the process of setting up a differentiated CRDMO platform.
The Company believes this stabilization phase will last for at least 12-18 months
before the EBITDA margin of this segment normalises to 20%+ levels. However,
the segment will continue witnessing ~25% topline growth even during the
development phase. Eventually, PIIL is aiming to double the Pharma topline in
the next 4-5 years.

View & Valuation

We believe that PIIL will be able to continue the growth momentum in its CSM
business along with gradually drive its non-agro-chem and pharma business in
the right direction while maintaining an EBITDA margin of ~26%. Also, the
domestic business is expected to normalize in FY25 adding to the Company’s
robust outlook. Therefore, based on our revised estimates, we maintain our
BUY rating on Pl Industries Ltd. with a target price of Rs. 4,319 (40x FY25E EPS).
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Key Financial Data
(Rs. Bn) FY23 FY24 FY25E
Revenue 64.92 76.7 87.7
EBITDA 15.44 20.1 234
Net Profit 12.23 16.7 16.3
Total Assets 99.31 107.6 125.4
ROCE (%) 18% 19% 17%
ROE (%) 18% 21% 17%

Source: Company, Keynote Capitals Ltd.

Karan Galaiya, Research Analyst
Karan@keynotecapitals.net

Keynote Research is also available on , Bloomberg - KEYN



KEYNOTE

Pl Industries Ltd | Quarterly Update

Q4 FY24 Result Update

Result Highlights (Rs. Mn)

Change % Change % Change %

Q4 FY24 Q4FY23 (Y-og-Y) Q3 Fv24 Q_o“f q e FY23 (Y-og-Y)
Revenue 17,410 15,656 11% 18,975 -8% 76,658 64,920 18%
COGS 8,034 8,639 -7% 8,813 -9% 38,376 35,527 8%
Gross Profit 9,376 7,017 34% 10,162 -8% 38,282 29,393 30%
Gross Profit % 53.9% 44.8%  903Bps  53.6% 30Bps  49.9% 45.3% 466 Bps
Employee Cost 1,784 1,345 33% 1,856 -4% 7,013 5,266 33%
Other Operating Expense 3,174 2,244 41% 2,770 15% 11,122 8,706 28%
EBITDA 4,418 3,428 29% 5,536 -20% 20,147 15,421 31%
EBITDA % 25.4% 21.9%  348Bps  29.2%  -380Bps  26.3% 23.8%  253Bps
Depreciation 799 577 38% 783 2% 3,082 2,265 36%
EBIT 3,619 2,851 27% 4,753 -24% 17,065 13,156 30%
EBIT % 20.8% 18.2% 258 Bps 25.0% -426 Bps 22.3% 20.3% 200 Bps
Finance Cost 109 33 230% 70 56% 300 371 -19%
Other Income 579 495 17% 561 3% 2,077 1,590 31%
Share of Profit/(Loss) of associate 24 12 100% 14 71% 105 68 549%
and JV
PBT 4,113 3,325 24% 5,258 -22% 18,947 14,443 31%
Tax 418 519 -19% 772 -46% 2,132 2,148 -1%
Profit for the period 3,695 2,806 32% 4,486 -18% 16,815 12,295 37%
EPS 24.35 18.50 - 29.58 - 110.83 81.04 -

Segment Highlights (Rs. Mn)

Change % Change % Change %
4 FY24 4 FY23 3 FY24
a a (o) & (Q-0-Q) (Y-0-Y)
Revenue
Agrochemicals 16,695 15,656 7% 17,702 -6% 73,509 64,920 13%
Pharma 715 - - 1,273 -44% 3,149 - -

Operating Profit

Agrochemicals 4,503 3,363 34% 5,441 -17% 20,051 14,554 38%
Pharma -390 -38 926% -183 113% -1,104 -111 895%

Operating Profit Margin %

Agrochemicals 27% 21% 549 Bps 31% -376 Bps 27% 22% 486 Bps
Pharma -55% - - -14% -4,017 Bps -35% - -

Source: Company, Keynote Capitals Ltd.
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Quarterly Business Progression
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Q4 FY24 Conference Call Takeaways

General Updates

- Business pressure in the overall industry continues with higher pressure on
generic products. The inventory destocking situation may normalise in the
second half of FY25.

- PIIL continues to perform much better than the industry, demonstrating
double-digit growth owing to a differentiated business model of focusing
on innovative molecules. The Company anticipates growing its topline by
15% in FY25 despite the challenging macro environment.

- Growing the topline at the cost of margins is always an option, but that
doesn’t fit PIIL's philosophy. The management highlighted that the
Company could revert to 18-20% revenue growth once the macro
environment improves.

- EBITDA and PAT margins improved on account of favourable business mix
and operating leverage. The effective tax rate for the Company is expected
to rise to ~24% in FY25 and is expected to remain unchanged in FY26.

- PIIL expects to maintain a gross profit margin of ~49-50% and normalised
EBITDA closer to current levels of ~26-27%. The Company is also actively
evaluating certain acquisition targets.

- The Company guides to incur a CAPEX of Rs. 8-9 Bn in FY25. This will be
utilized for setting up a couple of MPPs and dedicated plants.

- The Company is confident of maintaining its working capital position,
indicating the recent improvement is sustainable in nature.

CSM Business

- In FY24, more than 70% of growth in the CSM business can be attributed to
new molecules. As of year-end, their contribution has inched up in the
range of 20-23%.

- Additionally, one-third of the new molecules in the Company’s current
pipeline are non-agrochemical in nature. These consist of electronic
chemicals, semiconductors, and advanced polymer molecules.

- No supply of Pyroxasulfone has started taking place from China so far.
Additionally, the technical going off-patent in the USA will not have a
material immediate impact on PIIL’s business because of two reasons: a)
Formulation will still be patented, and b) It can take significant time for new
players to get the registration and commence production.

Domestic Business

- Going forward, The Company is focused on driving quality growth. PIIL
believes that its domestic product portfolio is well poised to witness growth
in the future.

- PIIL remains optimistic regarding its domestic business. The monsoon
forecast published so far indicates a normal monsoon. Management
expects this business to grow in FY25.

- During the quarter and full year FY24, biologicals recorded a robust growth
of ~35% and 29% respectively. In FY24, biologicals contribute 12% to the
domestic agri-brands revenue of PIIL vs. 9.2% in FY23.
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Pharma Business

PIIL is establishing a differentiated CRDMO platform. The Company’s
Hyderabad facility, which will house 8 labs and 65 fumehoods, is nearing
completion.

This world-class R&D setup can undertake chemical synthesis as well as
biosynthesis projects.

Some products that the Company’s pharma division used to supply to a
small innovator biotech company have been deferred, leading to revenue
degrowth. Currently, PIIL is undertaking necessary discussions regarding
the product supply.

KEYNOTE
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Financial Statement Analysis

KEYNOTE

Income Statement Cash Flow
/E Mar, Rs. Mn 3%7] FY23 FY24  FY25E  FY26E[Y/E Mar, Rs. Mn FY22 FY23 FY24  FY25E  FY26E
Net Sales 52,990 64,920 76,658 87,746 99,835 Pre-tax profit 10,291 14,375 18,842 21,443 24,678
Growth % 23% 18% 14% 14% Adjustments 1,986 1,079 1,596 1,985 2,477
Raw Material Expenses 29,225 35527 38376 45189 50,916 Change in Working Capital -5,276 2,050 3,671  -5516  -3,076
Employee Expenses 4804 5266 7,013 7,722 8785 Total Tax Paid ) -1,751  -2,558  -3,750 -5146  -5923
Other Expenses 7505 8,684 11,122 11,407 12,979 C3shflow from operating
Activities 5250 14,946 20,359 12,765 18,157
EBITDA 11,456 15,443 20,147 23,428 27,155 - ,
Markin% 2% 24% 26% o = Net Capital Expenditure -3,362 -3,225 -12,527 -8,000 -6,000
argin
b g ADA ) 10 - ? 20 20 n ; Change in investments 1,593 -2,585 -7,010 0 0
epreciation 018 1265 3,08 3,828 337 Other investing activities 665 848 1532 2,143 2,160
EBIT 9,438 13,178 17,065 19,600 22,818 (aeh flow from investing
Interest Paid 161 393 300 300 300 activities -1,104  -4,962 -18,005 -5857  -3,840
Other Income & exceptional 1,014 1,590 2,077 2,143 2,160 Equity raised / (repaid) 0 0 0 0 0
PBT 10,291 14,375 18,842 21,443 24,678 Debt raised / (repaid) 720 -2,669 0 0 0
Tax 1,890 2,148 2,132 5146 5923 Dividend (incl. tax) 758  -1,137  -1,744  -1,558  -1,792
PAT 8,401 12,227 16,710 16,297 18,756 Other financing activities 295 -1,025 -472 -300 -300
Growth % 46% 37% 2% 15% Cas.h.fllow from financing
Shares (Mn) 1517 1517 1517 1517 1517 Ooctivities 1773 -4,831 2216 1,858  -2,092
Net Change in cash 2,373 5,153 138 5,050 12,225
EPS 5551  81.04 110.83  108.11  124.31
Bal Sheet Valuation Ratios
gance Shee FY22  FY23  FY24 FY25E  FY25E
/E Mar, Rs. Mn FY22 FY23 FY24  FY25E  FY25H
. Per Share Data
Cash, Cash equivalents &
Bank 14,102 22,429 27,039 27,617 39,842 EPS 56 81 11 108 124
Current Investments 8547 9,843 12,460 12,460 12,460 Growth% 46% 37% 2% 15%
Book Value Per Share 403 474 575 673 786
Debtors 8687 7,720 9,299 13,162 14,975
Inventory 14234 13976 13,012 17,624 19,857 ReturnRatios
Short Term Loans & Advances 9,352 9,432 37 37 37 Returnon Assets (%) 10%  13%  16%  14%  14%
i 0 0, 0y 0, 0, 0,
Other Current Assets 1,276 482 4938 4938  493g ReturnonEquity (%) 5% 18% 2% 17%  17%
T 0y 0y 0y 10, 0, 0
Total Current Assets 56,198 63882 66785 75838 92,109 Retum on Capital Employed (%) 1w 186 1% 7% 17%
Net Block & CWIP 25163 26,680 37,349 45993 47,656 |urnoverRatios
Long Term Investments 448 313 568 673 778 :Slm szm’eBrl (X)k (1)': (1)'; 2'; (1"3 (1);
Other Non-current Assets 8164 8435 2938 2938 2,938 v;esk/ rcc’ss‘t r;s()l() o o om o e
Total Assets 89,973 99,310 1,07,640 125442 13,482 | OTkine Capital/Sales (x) o o o ° °
Receivable Days 54 46 41 47 51
. Inventory Days 155 145 128 124 134
Creditors 9,242 8380 11,484 14,442 15,413
Provisi 6930 7501 366 366 366 Payable Days 95 91 97 95 103
rovision ! ! Working Capital Days 113 100 72 75 83
Short Term Borrowings 0 0 662 662 662 . .. .
h abilit Liquidity Ratios
Other Current I-_|a ‘|‘ |‘t|es 3,869 3,106 4,594 4,594 4,594 Current Ratio (x) 28 33 39 38 a4
Total Current Liabilities 20,041 19,077 17,106 20,064 21,035 Interest Coverage Ratio (x) 64.9 376 63.8 725 833
Long Term Debt 1,699 0 87 67 617 o ebt to Equity 00 00 00 00 00
Deferred Tax Liabilities 875 213 202 202 202 Net Debt to Equity 02 03 023 023 03
Other Long Term Liabilities 6,154 8,035 2,405 2,405 2,405 \/juation
Total Non Current Liabilities 8,728 8,248 3,224 3,224 3,224 o (x) 50.8 34.8 33.4 34.2 29.8
Paid-up Capital 152 152 152 152 152 Earnings Yield (%) 2% 3% 3% 3% 3%
Reserves & Surplus 61,052 71,833 87,158 1,02,002 1,19,070 price to Sales (x) 8.1 6.6 73 6.4 5.6
Shareholders' Equity 61,204 71,985 87,310 1,02,154 1,19,222 price to Book (x) 70 6.4 6.4 55 4.7
Non Controlling Interest 0 0 0 0 0 EV/EBITDA (x) 36.3 283 27.3 23.5 20.3
Total Equity & Liabilities 89,973 99,310 1,07,640 1,25,442 1,43,482 Ev/Sales (x) 7.9 6.7 7.2 6.3 55

Source: Company, Keynote Capitals Ltd. estimates
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KEYNOTE Rating History

Date Rating rzf:zm:epr:jc:t?;n Upside/Downside
15t February 2024 BUY 3,410 +20.3%
12th February 2024 BUY 3,411 +28.9%
24th May 2024 BUY 3,634 +18.9%

Source: Company, Keynote Capitals Ltd. estimates
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Rating Methodology

BUY Expected positive return of > 10% over 1-year horizon
NEUTRAL Expected positive return of > 0% to < 10% over 1-year horizon
REDUCE Expected return of < 0% to -10% over 1-year horizon

SELL Expected to fall by >10% over 1-year horizon

NOT RATED (NR)/UNDER REVIEW (UR)/COVERAGE SUSPENDED (CS) Not covered by Keynote Capitals Ltd/Rating & Fair value under

Review/Keynote Capitals Ltd has suspended coverage

Disclosures and Disclaimers

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the
Regulations).

Keynote Capitals Ltd. (KCL) is a SEBI Registered Research Analyst having registration no. INHO00007997. KCL, the Research Entity (RE) as defined in
the Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial
products. Details of associate entities of Keynote Capitals Limited are available on the website at https://www.keynotecapitals.com/associate-

entities/

KCL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction
involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies)
discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to
any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific
recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
associates of KCL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

KCL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the
recipients of this report should be aware that KCL may have a potential conflict of interest that may affect the objectivity of this report.
Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Details of pending Enquiry Proceedings of KCL are available on the website at https://www.keynotecapitals.com/pending-enquiry-proceedings/

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may
vary based on Fundamental research and Technical Research. Proprietary trading desk of KCL or its associates maintains arm’s length distance with
Research Team as all the activities are segregated from KCL research activity and therefore it can have an independent view with regards to Subject
Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This 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 KCL & its group companies to registration or
licensing requirements within such jurisdictions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain
category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Specific Disclosure of Interest statement for subjected Scrip in this document:
Financial Interest of Research Entity [KCL] and its associates; Research Analyst and its Relatives NO

Any other material conflict of interest at the time of publishing the research report by Research Entity [KCL] and its associates; | NO
Research Analyst and its Relatives
Receipt of compensation by KCL or its Associate Companies from the subject company covered for in the last twelve months; | NO
Managing/co-managing public offering of securities in the last twelve months; Receipt of compensation towards Investment
banking/merchant banking/brokerage services in the last twelve months; Products or services other than those above in connection
with research report in the last twelve months; Compensation or other benefits from the subject company or third party in
connection with the research report in the last twelve months.

Whether covering analyst has served as an officer, director or employee of the subject company covered NO

Whether the KCL and its associates has been engaged in market making activity of the Subject Company NO

Whether the Research Entity [KCL] and its associates; Research Analyst and its Relatives, have actual/beneficial ownership of 1% or | NO
more securities of the subject company, at the end of the month immediately preceding the date of publication of the research
report or date of the public appearance.
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The associates of KCL may have:

- financial interest in the subject company

-actual/beneficial ownership of 1% or more securities in the subject company

-received compensation/other benefits from the subject company in the past 12 months

-other potential conflict of interests with respect to any recommendation and other related information and opinions.; however, the same shall
have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of KCL even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the research report.

-acted as a manager or co-manager of public offering of securities of the subject company in past 12 months

-be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies)

-received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from
other than said services.

The associates of KCL has not received any compensation or other benefits from third party in connection with the research report.

Above disclosures includes beneficial holdings lying in demat account of KCL which are opened for proprietary investments only. While calculating
beneficial holdings, it does not consider demat accounts which are opened in name of KCL for other purposes (i.e. holding client securities,
collaterals, error trades etc.). KCL also earns DP income from clients which are not considered in above disclosures.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part
of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed
by research analyst(s) in this report.

Terms & Conditions:

This report has been prepared by KCL and is meant for sole use by the recipient and not for circulation. The report and information contained herein
is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the
media or reproduced in any form, without prior written consent of KCL. The report is based on the facts, figures and information that are believed to
be true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly
available media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of
warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change
without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or
sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. KCL will not treat recipients as customers by virtue of their receiving this report

Disclaimer:

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way,
transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written
consent. This report and information herein is solely for informational purpose and may not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal,
accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The
securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise
of independent judgment by any recipient. Each recipient of this document should make such investigations as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors. Certain transactions -including those involving futures, options, another derivative product as well as non-investment
grade securities - involve substantial risk and are not suitable for all investors. No representation or warranty, express or implied, is made as to the
accuracy, completeness or fairness of the information and opinions contained in this document. The Disclosures of Interest Statement
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Fund and those respective PMS/AIF Funds may affect or have effected any transaction in for the securities mentioned in this document. They may
perform or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred
to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient should take this into account
before interpreting the document. This report has been prepared on the basis of information that is already available in publicly accessible media
or developed through analysis of KCL. The views expressed are those of the analyst, and the Company may or may not subscribe to all the views
expressed therein. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on,
directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. This report is not directed 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, regulation or which would subject KCL to any registration or licensing
requirement within such jurisdiction.
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The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession
this document may come are required to inform themselves of and to observe such restriction. Neither the Firm, not its directors, employees, agents
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