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Atul

Spreads remain under pressure, ramp-up still the anchor; maintain BUY

Atul’s EBITDA stood at Rs2.47bn (down 8% y/y and 37% q/q) in Q2FY27
(~23% below our estimate), as higher input and freight cost, coupled with
reversal of QI’s low-cost inventory benefits, compressed margin despite flat
q/q revenue. Performance Chemicals (PC) saw improved demand and
realization across sub-segments, though higher input cost squeezed spreads,
while Life Science Chemicals (LSC) was hit harder, with costlier Crop
Protection inputs compressing spreads and weaker volumes driving adverse
operating leverage. It incurred Rs0.9bn capex in HI1FY27 with no new
standalone capex announcement. Selective debottlenecking in 2,4-D and
specialty polymers, along with ~Rsl.7bn of planned Crop Protection
investment, should support incremental growth. The management is
evaluating JV opportunities involving potential investment of ~Rs30bn. We
trim our EBITDA estimate by ~7% each for FY27/28e to reflect margin
compression in key products and introduce our estimates for FY29e.
Medium-term earnings growth remains anchored in utilization-led capex
absorption, with unrealized revenue potential of ~Rs17bn at end-FY26
driving 10/12% CAGR in EBITDA/PAT over FY26-29¢ with improvement
in RoIC to 22%. We maintain BUY rating on the stock with a revised TP of
Rs7,900 (from Rs8,500 earlier), valuing it at 25x Sep-28e EPS.

Weak Q2: Revenue rose ~21% y/y to ~Rs18.8bn (flat q/q), aided by higher
realisation across segments, with healthy volume in Performance Chemicals offset by
muted volume in Life Science Chemicals. EBITDA fell ~8% y/y and ~37% q/q to
~Rs2.47bn, as gross margin fell 636bps y/y and 849bps q/q on spread compression
and fading inventory gain, aggravated by adverse operating leverage in Life Science
Chemicals. Life Science Chemicals revenue stood at Rs4.3bn (down 3% y/y and down
9% q/q), EBIT margin fell by 663bps y/y and 346bps q/q to 16.3%. Petformance
Chemicals revenue grew 31% y/y and 5% q/q to Rs15bn, aided by price pass-through,
though EBIT margin fell 57bps y/y and 830bps q/q to 8.5%, on higher costs and
normalization of Q1 inventory gains. APAT fell 13% y/y and 37% q/q to Rs1.6bn,
on lower operating profitability. Net cash position improved to Rs18bn in HIFY27
from Rs15.6bn in FY26, while cash conversion cycle detetiorated by 5 days.

Capex harvesting with strategic growth platforms in place: Atul’s unrealised
sales potential stood at ~Rs17bn at the end of FY26. Incremental growth levers
include debottlenecking in 2,4-D and polymers retail, along with ~Rs1.7bn of Crop
Protection capex in MCA/ortho-cresol downstream products, targeting ~20%
RoCE and ~2x asset turns in US$75mn MCPA and US$32mn MCPP-P markets.
Atul Buckman has commercialised water treatment chemicals, while discussions
with Nouryon are aimed at improving the Anaven JV’s performance. A further JV
opportunity involving ~Rs30bn of investment remains under evaluation.

Outlook and  Valuation: Looking ahead, we  expect Atul’s
revenue/ EBITDA/PAT to clock 11/10/ 12% CAGR over FY26-29¢, aided by
volume ramp-up and gradual monetisation of recently commissioned assets.
However, likely margin compression across key products drive ~7% cut to our
FY27¢/FY28e EBITDA estimates. We maintain BUY rating on Atul with a lower
TP of Rs7,900 (from Rs8,500 earlier), valuing it at 25x Sep-28e EPS. Key Risks: (a)
Export dependency and adverse trade policy; (b) offtake delays in Anaven JV
(c)slower-than-expected pharma approval; (d) delay in capex and de-bottlenecking;
and (e) higher prices of key commodities.
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27 October 2026 Atul - Spreads remain under pressure, ramp-up still the anchor; maintain BUY

Quick Glance - Financials and Valuations

Fig 1 - Income Statement (Rs m) Fig 2 - Balance Sheet (Rs m)

Y/E Mar FY25 FY26 FY27e FY28e FY29e YIE Mar FY25 FY26 FY27e FY28e FY29e
Revenue 55,834 62,735 73,165 80,057 86,107 Share capital 295 295 294 294 294
Growth (%) 18.1 12.4 16.6 9.4 7.6 Net worth 55,986 62,220 68,917 76,550 84,765
Raw material 27,456 33,062 39,587 42,763 46,059 Debt 1,977 1,798 - - -
Employee & other expens. 19,248 18,952 21,902 23,893 25,723 Minority interest 638 746 861 976 1,090
EBITDA 9,130 10,721 11,676 13,401 14,325 DTL / (Assets) 2,253 2,783 2,783 2,783 2,783
EBITDA margins (%) 16.4 171 16.0 16.7 16.6 Capital employed 60,854 67,546 72,560 80,309 88,638
- Depreciation 3,168 3,221 3,329  359% 3,830 Net tangible assets 27,968 26,241 24,513 23917 23,087
Other income 1,090 1,775 2,041 2,347 2,582 Goodwill 291 291 291 291 291
Interest expense 240 174 83 - - CWIP (tang. & intang.) 1,243 1,101 1,000 1,000 1,000
PBT 6,812 9,101 10,305 12,152 13,077 Investments (strategic) 9497 9439 9439 9439 9439
Effective tax rate (%) 28 24 26 26 26 Investments (financial) 8,163 16,480 16,480 16,480 16,480
+ Associates/(Minorities) 113 64 50 50 50 Current assets (excl. cash) 22,201 24,506 28,272 30,587 32,794
Adjusted income 4,839 6,901 7,561 8,928 9,612 Cash 647 947 5226 12,408 20,372
Extraord. item (Loss)/Profit - -122 - - - Current liabilities 9,156 11,459 12,661 13,813 14,824
Reported PAT 4,839 6,779 7,561 8,928 9,612 Working capital 13,045 13,047 15,611 16,774 17,970
WANS 29 29 29 29 29 Capital deployed 60,854 67,546 72,560 80,309 88,638
FDEPS (Rs/share) 164.4 234.4 256.8 303.2 326.5 Contingent liabilities - - - - -
Fig 3 - Cash-flow Statement (Rs m) Fig 4 - Ratio Analysis

YIE Mar FY25 FY26 FY2le FY28e FY29%  yj FY25  FY26  FY27e FY28e  FY20e
PBT 6925 9005 10355 12202 13127 Py 26 229 208 177 164
+ Non-cash items 2,703 1970 1,371 1,249 1,248 EV//EBITDA (x) 16.5 133 116 96 84
Oper. prof. before WC 9,628 10975 11,726 13,451 14,375 EV/ Sales (x) 27 23 19 16 14
- Incr. / (decr.) in WC -2,090 735 -2936 -1219 -1,246 PIB (x) 28 25 23 21 19
Others incl. taxes 1,506 1482 -2308 -3103 -3350  RoE () 90 117 115 123 119
Operating cash-flow 6,031 10,228 6,482 9,129 9,779 RoCE (%) 10.7 12.3 12.6 135 13.0
- Capex (tang.+ intang.) 2687 1,718 1500 3,000 3000  Roic (%) 122 157 178 207 220
Free cash-flow 3,344 8510 4982 6,129 6,779 DPS (Rs) 20.0 250 30.8 455 49.0
Acquisitions - - - - © Dividend yield (%) 04 05 06 08 0.9
- Div. (incl. buyback & taxes) 589 736 907 1,339 1,442 Dividend payout (%) -incl. DDT 12.2 10.7 12.0 15.0 15.0
+ Equity raised - - -0 - = Netdebt/ equity (x) 03 04 04 -05 05
+ Debt raised -351 190 1,798 - - Receivables (days) 74 74 71 70 70
- Fin investments 2500 7,235 -2,041 -2347 -2,582 Inventory (days) 48 47 50 50 50
- Misc. (CFI + CFF) G)] 1 38 (45 (45  Ppayables (days) 40 50 45 45 45
Net cash-flow -76 337 4279 7,182 7,964 CFO : PAT % 125 148 86 102 102
Source: Company, Anand Rathi Research Source: Company, Anand Rathi Research

Fig 5 - Price Movement Fig 6 — Revenue by Segments (FY26)
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27 October 2026 Atul - Spreads remain under pressure, ramp-up still the anchor; maintain BUY

I Quarterly Financials

Fig 7 - Consolidated Financials
(Rsm) Q2FY27 Q2FY26 yly % Q1FY27 alq % H1FY27 H1FY26 yly %

Net revenue 18,770 15,519 21.0 18,480 1.6 37,250 30,299 23
Raw material cost 11,214 8,284 354 9,471 18.4 20,685 15,870 30
Gross profit 7,557 7,235 44 9,008 -16.1 16,565 14,429 15
Employee expenses 1,275 1,211 5.3 1,322 -3.6 2,597 2,411 8
Power & fuel expenses 1,822 1,467 24.2 1,836 -0.8 3,658 3,299 1
Other operating expenses 1,993 1,882 5.9 1,915 41 3,909 3,689 6
Total expenses 16,304 12,844 26.9 14,544 121 30,848 25,269 22
EBITDA 2,466 2,675 -7.8 3,935 -37.3 6,402 5,030 27
Depreciation 781 810 -3.5 781 0.1 1,562 1,630 -4
EBIT 1,685 1,865 9.6 3,155 -46.6 4,840 3,400 42
Other income 484 485 0.2 333 453 817 747 9
Interest cost 40 49 -184 40 0.7 80 94 -15
PBT 2,129 2,301 -1.5 3,447 -38.2 5,577 4,053 38
Tax 557 489 13.8 929 -40.1 1,486 936 59
Sh of associates / Minority int -15 -20 -22.1 -65 -76.8 -81 -47 73
PAT 1,557 1,792 -13.1 2,453 -36.5 4,010 3,070 31
Extra ordinary income/ (exp.) 0 0 0 0 0

Adjusted PAT 1,557 1,792 -13.1 2,453 -36.5 4,010 3,070 31
Adj. EPS (Rs.) 52.9 60.9 -13.1 83.3 -36.5 136.2 104.3 31
Margins (%) Q2FY27 Q2FY26 yly bps Q1FY27 q/q bps H1FY27 H1FY26 yly bps
Gross Margin (%) 40.3% 46.6 -636 48.7 -849 44.5 476 -315
EBITDA Margin (%) 13.1% 17.2 -410 21.3 -816 17.2 16.6 58
Adj. PAT Margin (%) 8.3% 11.6 -325 13.3 -498 10.8 10.1 63
% of Revenue Q2FY27 Q2FY26 yly bps Q1FY27 q/q bps H1FY27 H1FY26 yly bps
Raw material cost 59.7% 53.4 636 51.3 849 55.5 52.4 315
Employee expenses 6.8% 7.8 -101 7.2 -36 7.0 8.0 -99
Power & fuel expenses 9.7% 9.5 25 9.9 -23 9.8 10.9 -107
Other operating expenses 10.6% 12.1 -151 10.4 26 10.5 12.2 -168
Total Expenses 86.9% 82.8 410 78.7 816 82.8 83.4 -58
Segment Revenue (Rs mn) Q2FY27 Q2FY26 yly % Q1FY27 q/q % H1FY27 H1FY26 yly %
Life Science Chemicals 4,273 4,400 -3 4,692 8.9 8,965 8,892 08
Performance and Other Chemicals 15,039 11,451 31 14,274 54 29,314 22,120 32.5
Others 189 263 -28 260 27.3 449 427 5.2
Intersegment Revenue 731 595 23 747 -2.2 1,478 1,140 29.6
Total Revenue (Rs mn) 18,770 15,519 21 18,480 1.6 37,250 30,299 22.9
Other Operating Income (Rs mn) - - - - -

Net Revenue 18,770 15,519 21 18,480 1.6 37,250 30,299 22.9
Segment EBIT (Rs mn) Q2FY27 Q2FY26 yly Q1FY27 q/q H1FY27 H1FY26 yly
Life Science Chemicals 697 1,009 -31 928 -25 1,625 1,693 -4
Performance and Other Chemicals 1,278 1,038 23 2,398 -47 3,677 2,038 80
Others (6) 65 -109 68 -109 62 88 -30
Segment EBIT Margin (%) Q2FY27 Q2FY26 yly bps Q1FY27 q/q bps H1FY27 H1FY26 yly bps
Life Science Chemicals 16.3 229 (663) 19.8 (346) 18.1 19.0 (92)
Performance and Other Chemicals 8.5 9.1 (57) 16.8 (830) 12.5 9.2 333
Others -3.2 24.6 (2,788) 26.1 (2,929) 13.7 20.7 (695)

Source: Company, Anand Rathi Research
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Fig 8 - Actual vs. Estimates

Net Revenue
EBITDA

EBITDA margin (%)

Adj. PAT

Q2FY27

Our Estimates Consensus Estimates

Q2FY27 Change (%) Q2FY27 Change (%)
18,770 18,071 18,078 3.8
2,466 3,201 -22.9 3,242 -23.9
13.1 17.7 -457 bps 17.9 -479 bps
1,557 1,981 214 2,075 -25.0

Source: Company, Bloomberg, Anand Rathi Research

Revenue
EBITDA
Adj. PAT

Source: Anand Rathi Research

hange in Estimates

Change (%) Introduced
70,274 73,165 41 78,972 80,057 86,107
12,520 11,676 -6.7 14,445 13,401 -7.2 14,325
8,077 7,561 -6.4 9,614 8,928 7.1 9,612

Fig 10 - Stable topline g/q aided by firm realizations

Fig 11 - Input and freight cost pressure impacted profitability
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Fig 12 - LSC margin impacted by lower volumes & spreads  Fig 13 - PC margin lower g/q on fading inventory benefits
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I Story in Charts

Fig 14 — 11% revenue CAGR over FY26-29¢

Fig 15 — Improving utilizations to drive earnings growth

(Rs bn) (Rs bn)
16 30
100
90 B 25
80 12
70 10 2
60 8 15
50 6
40 10
4
0’ m e 5
2 22 2
0 M i3 g s A G4 7 18 19 21 o (48 (67 (66 [60 (51 (32 [48 (69 (76 (89 (96 |
2 &§ § & §&§ & g € g & g 2 8 & 8 8 & 8 8 & g &
T oz & & o0& & oo ow ¥ g g t ¢ &z &z z ¢ & &z ¢ §¢8
LSC POC -=-Net Revenue EBITDA PAT -=-EBITDA Margin (%)
Source: Company, Anand Rathi Research Source: Company, Anand Rathi Research
Fig 16 — Healthy free cash generation on moderate capex Fig 17 - RolCs to rise on improving utilizations
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Fig 18 - LSC revenue: 7% CAGR, FY26-29¢ Fig 19 - PC revenue: 13% CAGR over FY26-29¢
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Atul - Spreads remain under pressure, ramp-up still the anchor; maintain BUY

I Outlook and Valuation

Atul has steadily de-rated to ~20x one-year forward PE, near its -1SD level
of 18.7x and well below its long-term average of ~34x. We cut FY27¢/FY28e
EBITDA by ~7% each to reflect margin compression in key products and
introduce FY29¢, but view FY27 as a trough year. Earnings recovery should
be driven by volume growth and absorption of commissioned assets across
epoxy, colors, pharma and APL specialty products, while backward
integration in agrochemicals, pharma APIs and color intermediates aids cost
efficiency.

We expect revenue/ EBITDA/PAT CAGR of 11%/10%/12% over FY26-
29¢, with RolC expanding from 16% to ~22%. With earnings growth now
driven by utilization of existing capacity rather than fresh capex, rising RoIC
and stronger free cash flow, backed by a debt-free balance sheet, should
support a re-rating, while also funding optionality from the ~Rs30bn JV
pipeline. At CMP, the stock trades at 21x FY27e and 18x FY28e EPS. We
retain BUY with a revised TP of Rs7,900 (from Rs8,500), based on 25x Sep-
28e EPS.

Fig 20 - 1-Year Forward PE Band
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Key Risks
B Export dependency and trade policy risk.

B Anaven JV - Offtake constraint resolution and downstream MCA
derivatives represent a 2-3 year development horizon, not a near-term fix

B Slower-than-expected pharma approval conversion could delay the
pipeline-to-P&L bridge.

B Delay in capex and de-bottlenecking.

B Pricing risk in commodity products (chlor-alkali, sulphuric acid) where
realization is input cost pass-throughs rather than independently earned.

Anand Rathi Research
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