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Strong all-round performance; improved visibility... SUDARSHAN
About the stock: Established in 1951, Sudarshan Chemical is a leading player in _8
the Indian colour pigment industry with ~35% market share and is also the third o]
largest player globally. Particulars -8_
e For FY24, Pigments accounted for ~88% of the business. It owns a wide Particular Amount S
portfolio of 4,000+ varieties of products. It owns 2 Manufacturing plants in Market cap (X Crore) 5815 E‘
Mahad & Roha and a dedicated R&D centre in the outskirts of Pune. FY24 Total Debt (X Crore) 467 O
Exports account for 45-50% of the pigment business. FY24 Cash & Inv (% Crore) 56 g—
e Among end users, coatings industries contribute highest followed by BV R Crore) 6,226 (o]
plastics, inks, cosmetics and other applications 52 Week H/L 575/345 o
Investment Rationale: Equity Capital [ Crore) 138
Face Value ) 2

e QA4FY24- Solid recovery in Pigments and engineering segments -
Revenues grew 11% / 35% YoY / QoQ to X 764 crore. While Pigment sales

Shareholding pattern

grew 9% / 23% YoY / QoQ to X 644 core, Rieco sales (engineering division) in% Jun-23 Sep-23 Dec-23 Mar-24
grew 24% / 203% YoY / QoQ to X 114 core. EBITDA grew 41% / 92% YoY / Promoter 358 358 358 332
DIl 143 137 136 175

QoQ to X 119 crore and margins stood at 15.6% driven better operating
leverage in Pigments and improved profitability in Rieco. PAT grew 78% / Fil 3-5 4.7 4.2 4.5

297% YoY / QoQ to X 58 crore.

Firing on all cylinders; things can only improve from hereon- Recovery in

Others 46.4 45.9 46.4 44.8

exports (driven by Europe) aided the Pigments growth which grew ~23% 25000 hoos
QoQ to X 299 crore. Domestic Pigment sales also grew 24% QoQ to X 345 20000 Jm/_/*} o
crore. Rieco sales were boosted by strong order book execution. The 15000 N, 500
numbers were a significant beat across the board. Recent launches are 10000 200
expected to keep the momentum going. EBITDA margins at 15.6% were 5000 T

highest among last many quarters and despite some softness in GPM
(which looks transitory). The X~700 crore growth capex, which the
company spend over the last three years (up to FY23) has just started to
materialise in FY24. This suggests that the margins are expected to get
significant boost from the economies of scale.

Global turmoil is expected to benefit the company- Global pigments major
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(i) Slower than expected recovery in
exports

Heubach GmbH has recently filed an application for the opening of regular

. : . . . . i) Cost overrun, pricing pressure in ke
insolvency proceedings in Germany. Sudarshan is the third largest pigment () VR, AT o i Ly

. . Pigments could hamper margins
player in the world after DIC and Heubach. Insolvency proceedings for :rg ress . & =
Heubach and its possible outcome may provide incremental opportunities )
for Sudarshan in the global markets. The company has sufficient Research Analyst
capacities to cater to incremental international demand. siddhant Khandekar
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Rating and Target price siddhant.khandekar@icicisecurities.com

Shubh Mehta
shubh.mehta@icicisecurities.com

e  Our target price is X 1030 based on 26x FY26E EPS of 39.6.

Key Financial Summary

(XCrore) FY20 FY21 Fr22 Fy23 3{2;;?:‘3?" FY24E FY25E  FY26E 3;2:;2’;;“
Net Revenue 1,708.2 1,864.1 2,200.8 2,301.7 10.5% 25304 28284 3,198.1 11.6%
EBITDA 246.3 287.8 2748 210.7 5.1% 317.0 4125 5287 35.0%
EBITDA Margins (%) 14.4% 15.4% 12.5% 9.2% 125%  146% 16.5%

AdJ.PAT 145.1 1411 130.0 4458 -32.4% 358.0 1802 2741 82.9%
Adi. EPS ®) 185 20.4 188 6.5 16.4 260 306

EV/EBITDA 25.9x 22.5x 24.3x 31.7x 19.9x 149x  11.2x
P/E 46.0x 41.7x 45.3x 131.4x 51.8x 32.7x  215x
ROE (%) 213 19.0 156 5.4 9.9 141 183
ROCE (%) 152 14.4 10.9 57 111 150 203

Source: Company, ICICI Direct Research
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Exhibit 1: Quarterly Summary

(X crore) Q3FY21 Q4FY21 QIFY22 Q2FY22 Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24 YoY (%) QoQ (%)
Total Operating Income ~ 506.4 5765 473.9 4930 601.8 6272 5542 5284 5280 691.2 6083 6010 5658 7643 106 35.1
Raw Material Expenses ~ 289.7 3342 2542 2873 3579 3710 3305 3239 3128 4011 3345 3323 3124 4362 8.7 396
% of Revenue 572 580 536 577 595 592 596 613 592 530 550 553 552  57.1 -1.7 3.4
Gross Profit ¥ 21667 24247 21977 21077 24397 256.1% 22377 20457 21527 2000% 27387 26877 25347 3281 131 295
Gross Profit Margin (%) 42.8 420 464 423 405 408 404 387 408 420 450 447 448 429 2.3 -4.1
Employee Expenses " 4297 3957 4417 a71¥ 474" 4547 4737 441" 439" 487" 513" 526" 53867 525 7.7 -2.0
% of Revenue 8.5 6.8 9.3 9.5 7.9 7.2 85 83 83 7.0 8.4 8.7 9.5 6.9 26 275
Other Expenditure ¥ 942" 11547 11377 11077 12267 12477 13507 11767 12977 15667 15247 15027 13797 1565 -0.1 13.5
% of Revenue 186 200 240 222 204 199 244 223 246 227 251 250 244 205 96 -16.0
Total Expenditure ¥ 42677 48917 41197 44517 53797 54117 51277 43557 43647 60657 53327 53517 50397 6452 6.4 28.0
% of Revenue 843 848 869 894 877 863 925 919 921 877 885 89.0 891 844 -3.8 5.2
EBITDA ¥ 796" 8757 620" 5297 7397 861" 414" 4297 418" 8477 700" 6597 6197 1102 40.7 92.4
EBITDA Margin (%) 157 152 131 106 123 137 75 8.1 79 123 115 110 109 156  27.2 42.4
Depreciation 217 214 210 216 219 248 258 270 309 306 346 354 355 357 167 0.5
Interest 46 4.2 4.7 4.4 4.8 55 6.1 93 110 150 103 9.6 8.6 8.4 -443 2.3
Other Income 2.6 2.3 0.7 1.0 1.6 1.7 0.8 1.4 1.0 15 4.1 5.7 4.3 30 942  -302
Less: Exceptional ltems 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 -315.1 0.0 0.0 0.0

PET ¥ 5597 642" 3697 2797 488" 5757 104" 80" 07" 406" 3444" 265" 2217 781 921 2528
Total Tax 168 108 108 51 124 129 33 35 0.1 81 772 8.4 75 200 1475 1667
Tax rate (%) 300 168 292 184 254 224 319 432 163 199 224 315 339 256 288 -244
PAT 392 534 262 228 364 447 71 45 06 326 267.1 182 146 581 784 2969
PAT Margin (%) 7.7 9.3 5.5 4.6 6.0 71 1.3 0.9 0.1 47 439 3.0 2.6 76 613 1938
EPS %) 57 77 38 33 53 65 1.0 07 0.1 a7 386 26 21 84

Source: Company, ICICI Direct Research

Q4FY24 Conference call highlights

e  The company has a team of +100 members working in R&D under working
under global industry veterans.

e The company has established a strong go-to-market framework consisting
of local regional sales teams, customer service support, technical marketing
teams, and local stocking points.

e 60-70% of sales are via direct channel and the remaining via distributors.

e The management expects to cash-in on global turmoil with its product
offerings and available capacities.

e ~80% of the pigment product portfolio is overlapping with that of leading
global players.

e  Customer approval cycle has come down from 6-12 months to 3-4 months.

e The management expects biggest opportunities to emanate from Coating
industry and expects approval cycle to go down further.

e Sequential decline in GPM mainly on account of higher passthrough benefits
for raw material price reductions passed on to the customers besides
change in product mix (higher non-specialty sales compared to specialty).

e The management expects GPM to improve further on the back of better
product mix.

e Specialty contribution in the overall Pigment sales is expected to improve
from 60-62% to 70-72% in the due course.

e  The company is getting inquiries from new set of customers.

ICICI Securities | Retail Research 2



j" Company Update | Sudarshan Chemical Industries ICICI Direct Research

Financial Tables

Exhibit 3: Profit and loss statement X crore Ml Exhibit 4: Cash flow statement X crore

(Year-end March) FY23 FY24 FY25E FY26E (Year-end March) FY23 FY24 FY25E FY26E
Total Operating Income  2,301.7 25394 28284 3,198.1 Profit/(Loss) after taxation 59.7 155.4 180.2 274.1
Growth (%) 4.6 103 1147 131 Add: Depreciation & Amortizat ~ 114.2 141.2 160.0 160.0
Raw Material Expenses 1,368.3 1,4154 1,546.6 1,727.0 Net Increase in Current Assets 69.4 -63.2 -103.0 -149.2
Gross Profit 9335 1,124.0 1,281.8 1471.1 Net Increase in Current Liabiliti 11.0 17.2 71.1 78.0
Gross Profit Margins (%) 40.6 443 453 46,0  Others 326 572 26.4 19.2
Employee Expenses 184.0 210.0 2726.3 247.4 CF from Operating activities 287.0 1935 334.7 382.1
Other Expenditure 538.8 597.0 643.0 695.1
Total Operating Expenditt 2,091.1 2,222.4 24159 2,669.4  nvestments _ 0.0 0.0 0.0 0.0
EBITDA 210.7 317.0 4125 528.7 (Purchase)/Sale of Fixed Asset:  -190.6 266.9 -100.0 -100.0
Growth (%) 23.3 50.5 30.1 2gp  Others 13 124 L7 L7
CF from Investing activities -189.3 2793 -98.3 -98.3
Interest 41,5 36.9 26.4 19.2
Depreciation 1142 1412 160.0  160.0 iy becinLoan -328 -373.1 -100.0 -100.0
Other Income 4.8 71 141 160 pividend & Dividend tax 343 333 539 555
PBT before Exceptional 59.8 156.0 2403 365.5 Other -35.7 -395 -96.4 -19.2
Less: Exceptional Items 0.0 -3151 0.0 0.0 CF from Financing activities -102.7  -4459 -180.2 -174.6
PBT after Exceptional lter 59.8 471.1 240.3 365.5
Total Tax 15.0 11317 601" 914 Net Cash Flow -4.9 26.8 56.2 109.2
PAT before MI 448 358.0 180.2 274.1 Cash and Cash Equivalent 353 29.4 55.9 112.1
PAT 448 3580 180.2 2741  Cash 30.4 56.3 1121 2213
Adjusted PAT 44.8 1135 180.2 274.1  Free Cash Flow 96.4  460.4 2347  282.1
Growth (%) ¥ 6557 15357 58.7" 52.1 Source: Company, ICICI Direct Research
EPS (Adjusted) 6.5 16.4 26.0 39.6

Source: Company, ICICI Direct Research

Exhibit 5: Balance Sheet X crore [ Exhibit 6: Key ratios

(Year-end March) FY23 FY24 FY25E FY26E (Year-end March) Fy23 FY24 FY25E FY26E
Equity Capital 13.8 13.8 13.8 13.8  Pershare data ()
Reserve and Surplus 814.4 1,135.2 1,261.5 1,480.2 Reported EPS 6.5 51.7 26.0 39.6
Total Shareholders funds 828.2 1,149.0 12754 1,494.1 Cash EPS 5.0 9.7 18.3 316
Total Debt 2709.1 467.1 367.1 267.1 BV per share 119.6 166.0 184.2 215.8
Deferred Tax Liability 71.6 91.1 92.9 94.g  Cashper Share 4.2 8.1 16.2 320
Long-Term Provisions 28.2 31.8 32.4 33 Dividend per share 15 6.7 7.8 8.0
Other Non Current Liabilit ~ 12.8 4.6 47 4g  Operating Ratios (%)
Source of Funds 17700 17436 17725 1893g  CrossProfitMargins 406 44.3 45.3 46.0
EBITDA margins 9.2 12.5 14.6 16.5
Gross Block - Fixed Asset 15864 1703.0 1767.5 18675 1 Margins 19 45 6.4 8.6
- : E ! : Cash Conversion Cycle 75 73 70 70
Accumulated Depreciatio 467.1 . 608.2 ” 768.2 , 928.2 Asset Turnover 15 15 16 17
Net Block 1,119.37 1,094.77 99937 9393 pairpa conversion Rate 136.3 61.0 81.1 72.3
Capital WIP 445 14.6 50.0 500 Return Ratios (%)
Goodwill 6.8 6.8 6.8 6.8  RoE 54 99 141 183
Fixed Assets 1,170.6” 1,116.17 1,056.17 996.1  RocE 57 111 150 203
Investments 2.1 2.4 2.4 2.4 RolC 57 105 15.7 227
Other non-Current Assets 54.4 43.2 v 441 r 45.0 Valuation Ratios (x)
Inventory 494.1  437.6 5037 569.5  P/E (Adjusted) 131.4 51.8 32.7 21.5
Debtors 486.1 5853 619.9 701.0 EV/EBITDA 31.7 19.9 14.9 11.2
Other Current Assets 155.2 114.5' 116.6 119.1 EV / Net Sales 2.9 25 2.2 1.9
Cash 29.4 55.9 112.1 221.3 Market Cap / Sales 2.6 2.3 2.1 1.8
Total Current Assets 1,164.97 1,193.37 1,352.37 1,610.8  Price to Book Value 7.1 5.1 4.6 3.9
Creditors 508.7 512.0 5812 657.1 Solvency Ratios
Provisions 27 35 3.6 3.6 Debt/EBITDA 39 1.5 0.9 05
Other Current Liabilities 110.6 95.9 97.8 99.g  Debt/Equity 1.0 0.4 0.3 0.2
Total Current Liabilities 622.0 6114 6825 7605  CurentRatio 18 1.9 18 18
Net Current Assets 5429 5819 669.8 850.3  QuickRatio 1.0 L1 L1 L1
Application of Funds 1,770.0 1,743.6 17725 1,893.9  nventorydays 8 63 65 65
Source: Company, ICICI Direct Research Debtor days 77 84 80 80
Creditor days 81 74 75 75

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 3



j" Company Update | Sudarshan Chemical Industries ICICI Direct Research

ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research

recommendations promise or guarantee any assured, minimum or risk-free return to the investors.
Name of the Compliance officer (Research Analyst): Mr. Anoop Goyal

Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. 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 of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICIC| Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall 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. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. 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. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any
other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future
performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
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