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Long term guidance intact despite quarterly gyrations...

About the stock: Privi Specialty Chemicals (Privi) is a leading manufacturer and

exporter of aroma and specialty chemicals, primarily used in the flavours &
fragrance (F&F), personal care, home care, and FMCG industries.
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PRIVI SPECIALITY CHEMICALS LIMITED

e Privi derives nearly 70% of the business from the Pinene Chemistry

Result Performance & Investment Rationale:

Q2FY27 —: Steady Topline and Margins- Privi Speciality in Q2FY27 reported

(derived naturally from pine trees) and its derivatives. It owns seven Particular Amount
manufacturing facilities located at Jhagadia, Gujarat and Mahad, Market cap (X Crore) 12.558
Maharashtra and has a product portfolio of +75 products. Exports FY26 Total Debt (X Crore) 1021
accounted for ~67% of the revenues in FY26. FY26 Cash & Inv (% Crore) 44
e The company has planned a capacity expansion from 48000 MTPA to EV (% Crore) 13,535
74000 MTPA, wherein it plans to incur capex of X1,200-%1,400 crore over 52 Week H/L 3785/2569
the next 2-3 years and expects to achieve revenues of X 5000 crore and Equity Capital (X Crore) 39
EBITDA of X 1000 crore over the next 3-4 years (5k:1k vision) Face Value ) 10

Dec-25 Mar-26 Jun-26 Sep-26

revenues of X760.5 crore, up 12% YoY. GPM for the quarter stood at 40.1%, Promoter =~ 606 606 60.6 60.6
down ~63 bps YoY. EBITDA for the quarter stood at X199.8 crore, up 9% YoY, ;'I'I 122 1(1)‘71 1(1); 22
translating to margins of 26.3%, down ~63 bps YoY. PAT for the quarter stood Othars S5ETS 4 5547555

atX117.5 crore, up 29% YoY.

Ramp up in new capacities across segments to steer growth - The revenue
performance was below our estimates. However, EBITDA margins were firm
mainly due to lower other expenditure despite 396 bps decline in Gross
margins to 40.1%. Below-par revenues growth was attributable to delay in
some regulatory approvals, 2) lower pace of expansion for want of delay in
pollution control and other regulatory approvals. That said, the management
has maintained ~20% growth guidance as H2 is likely to be better on the back
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of phase | capacity addition of 6000 MTPA which is already in place. The i ?: i @ ﬁ @ 2
overall three-phase expansion programme entails an investment of ~X1,400 s 2 5 2 s 2 ¢
crore, of which Phase | is completed. The company expects to spend ~X1,000 Privi Speciality(LHS)  ——— NSE 500 Index

crore towards the remaining Phase Il and Phase lll projects.

Remains a compelling bet in specialty chemicals space- In the global
specialty chemicals space, which is in general is impacted by oversupplies and
overcapacities, Privy provides a significant alternative with 1) a shift toward
renewable, bio-based feedstocks, 2) growing adoption of CST-based
chemicals by global fragrance chemical suppliers and 3) decent growth
prospects for the fragrance chemicals piggybacking on growing demand from
the global FMCG industry following premiumisation trends. Technological
moat is the key differentiator for the company, wherein it is one of the four
companies globally with the CST technology expertise. High barriers to entry
and customer stickiness due to handful of players has created conducive
business environment.

Rating and Target Price:

e  We maintain our rating to BUY rating with TP of 4320 based on

20x FY28E EBITDA of X883.4 crore.

(i) Slower than expected ramp-up from
the new capex,

(ii) Unforeseen  disturbances in CST

sourcing

Siddhant Khandekar
siddhant.khandekar@icicisecurities.com

Shubh Mehta
shubh.mehta@icicisecurities.com

(% Crore) FY24  FY25 FY26 z'yf:\;za‘f‘fg FY27E  FY28E FY29E 3'{:32'6"::‘:;
Net Revenue 17522 21012  2,563.7 21.0%  3,0060  3,680.9 4,468.6 20.3%
EBITDA 3250 4535 646.2 41.0% 7153 883.4 1,117.2 20.0%
EBITDA Margins (%) 185%  216%  252% 238%  24.0% 25.0%
Adj.PAT 954 1848 3167 82.2% 389.3 503.5 669.3 28.3%
Adj. EPS ) 245 47.4 81.2 99.8 129.1 1716
EV/EBITDA 46.4x  33.4x 23.3x 20.9x 16.9x 13.3x
P/E 1485x  76.7x 44.7x 36.4x 28.1x 21.2x
ROE (%) 103 16.7 22.4 24.7 24.8 25.2
ROCE (%) 117 15.1 21.2 23.7 255 27.5

Source: Company, ICICI Direct Research
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Recent earnings call highlights

e Revenue growth during the quarter was broad-based across
domestic and export markets. The growth was however below the
expected trend and as per management this was due to- 1) delay in
some regulatory approvals, 2) lower pace of expansion for want of
delay in pollution control and other regulatory approvals.

e However, the management reiterated its 20% annual revenue
growth guidance for FY27 and beyond, with confidence of
maintaining or exceeding 20% growth in FY28. EBITDA margins are
expected to remain around current levels.

e The ongoing debottlenecking expansion has been completed, with
part of the additional capacity expected to contribute from Q3 and a
significant ramp-up in Q4FY27, supported by new annual customer
contracts. Utilisation of the expanded capacity is expected to reach
85-90% in Q4.

e Around 70% of raw materials are sourced from non-petroleum
sources, limiting the impact of geopolitical disruptions. No significant
raw material procurement or shipping-related challenges were
reported.

e  The company has incorporated quarterly freight-pricing adjustments
in customer contracts, enabling pass-through of significant freight
cost movements.

e The overall three-phase expansion programme entails an
investment of ~X1,400 crore, of which Phase | is completed. The
company expects to spend ~X1,000 crore towards the remaining
Phase Il and Phase il projects.

e Phase llI: Includes furfural-based derivatives, Maltol, Ethyl Maltol,
Cyclopentanone and other specialty molecules. Commercial
production is expected from H2FY28, with revenue contribution from
October 2027. The phase is expected to generate ~X1,000 crore
revenue at full capacity of 12,000 MT.

e Phase lll: Entails capex of ~X400-425 crore and is expected to
generate incremental revenue of ~X450-500 crore.

e The three-phase expansion programme is expected to add revenue
potential of ~X1,900 crore, supporting the company’s ambition of
achieving 5,000 crore revenue by 2030.

e  Current fixed-asset turnover stands at ~1.7x, with management
expecting further improvement from new molecules and specialty
products.

e  Privi Fine Sciences has a capacity of ~6,000 MT, with potential
revenue of X300-350 crore. However, expansion has been delayed
due to pending regulatory approvals, which are expected to be
received over the next few months.

e The facility currently supplies four out of five products to leading
multinational customers. Following the approvals and capacity
expansion, management expects revenue to scale up from ~X100cr
to X250-300 crore next year, with the merger of Privi Fine Sciences
and Privi Biotechnologies expected to be completed before FY27-
end.

e  Prigiv JV reported Q2 revenue of X28 crore and positive PBT of ~X2
crore. H1 revenue stood at 47 crore, with negligible losses. The
ongoing expansion is expected to support revenue of ~X225 crore
over FY26-28; a further expansion phase is under evaluation.

e Management highlighted increasing opportunities for Indian
manufacturers amid energy and labour challenges in Europe,
particularly for suppliers with strong quality and sustainability
credentials.

e  Working capital cycle improved to below 100 days in Q2, compared
with 124 days in the corresponding period last year. Management
expects a sustainable annual working capital cycle of 105-110 days.

ICICI Securities | Retail Research
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(X crore} Q4FY24 QI1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26 Q1FY27  YoY (%) QoQ (%)
Net Sales 4843 4640 5328 4909 613.6 5588 6787 6046 7215 666.2 7605 12.0
Total Operating Income 4843 4640 5328 4909 613.6 5588 6787 6046 7215 666.2 7605 12.0
Variable Cost of Sales 311.0 2956 3334 2763 3794 3141 3798 3459 4509 4175 4557 20.0
% of Revenue 64.2 63.7 62.6 56.3 61.8 56.2 56.0 57.2 62.5 62.7 59.9 396 bps
Gross Profit 1733 1684 1994 2145 2341 2447 2989 2587 2706 2487 3048 2.0
Gross Profit Margin (%) 358 36.3 37.4 43.7 38.2 43.8 44.0 42.8 375 37.3 40.1 -396 bps
Employee Expenses 18.0 20.2 20.8 22.0 235 27.4 29.0 33.2 25.1 29.9 29.8 2.7
% of Revenue 3.7 4.3 3.9 4.5 3.8 4.9 4.3 5.5 3.5 4.5 3.9 -36 bps
Other Expenditure 64.3 53.9 68.3 76.2 78.0 85.2 87.3 74.2 65.3 66.5 75.2 -13.9
% of Revenue 133 11.6 12.8 15.5 12.7 15.3 12.9 12.3 9.0 10.0 9.9 -298 bps
Total Expenditure 3934 369.6 4226 3745 480.9 4267 496.1 4533 5413 5140 560.7 13.0
% of Revenue 81.2 79.7 79.3 76.3 78.4 76.4 73.1 75.0 75.0 77.1 73.7 63 bps
EBITDA 91.0 944 1102 1163 1326 1321 1826 1513 180.2 1523 1998 9.4
EBITDA Margin (%) 18.8 20.3 20.7 23.7 21.6 23.6 26.9 25.0 25.0 229 26.3 -63 bps
Depreciation 29.6 321 324 323 349 36.2 35.6 355 36.5 37.4 37.0 4.1
Interest 25.1 220 215 218 22.6 23.7 215 18.6 18.2 16.7 16.9 -21.3
Other Income 7.6 2.7 4.5 2.2 14.8 9.0 0.1 6.5 4.2 15.2 12.7 117343
PBT 879 1018 1165 1247 1301 1356 1966 1618 1943 157.7 207.2 5.4
Total Tax 12.1 115 15.9 16.4 26.0 23.6 34.9 289 35.6 30.5 41.0 17.7
Tax rate (%) 13.8 11.3 13.7 13.1 19.9 17.4 17.7 17.9 183 19.4 19.8 206 bps
PAT 319 315 44.8 445 64.0 57.6 90.8 749 94.1 828 1175 29.5
PAT Margin (%) 6.6 6.8 8.4 9.1 10.4 103 13.4 12.4 13.0 12.4 155 208 bps

Source: Company, ICICI Direct Research
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-end March
((:;e:er) end March)/ (X FY26 FY27E FY2SE Fy20p . (Crore) FY26 FY27E FY28E FY29E
Profit/(Loss) after taxation 323.4 389.3 503.5 669.3
Total Operating Income 2563.7 3006.0 3680.9 4468.6 D P
: Depreciation
Growth (%)_ 22.0 17.3 225 214 Aortization 135.8 1515 166.3 182.9
Raw Material Expenses 14908 17734 21349 2547.1 ‘\etincrease in Current Assets -134.5 -153 -506.4 -572.1
Gross Profit 1072.9 12325 1546.0 19215 :
Net Increase in Current 1252 68.2 1753 1647

Gross Profit Margins (%) 41.8 41.0 42.0 43.0 Ljgbilities : : : :
Employee Expenses 114.7 170.3 184.0 223.4  Others 100.2 73.3 79.3 793
Other Expenditure 312.0 347.0 478.5 580.9  CF from Operating activities 550.1 667.0 418.1 524.1
Total Operating
Expenditure 1917.5 2290.7 2797.5 33515
EBITDA 64622 71529 883.41 1117.16 Investments 00 627 00 00
Growth (%) 425 10.7 235 265 (A'Ds'“'sr:th;’se)/sa'e of Fixed 3200 -244.4  -300.0 -300.0
| . . . .
S fé : 12 2 122 2 1;2 3 Others 381 -06 17 17

epreciation : : : . CF from Investing activities -358.1 -307.7 -298.3 -298.3
Other Income 19.2 50.2 615 747
PBT before Exceptional
ltems 439.7 540.7 699.3 929.6 (inc)/Decin Loan -2105 0.0 0.0 0.0
Less: Exceptional ltems 0.0 0.0 0.0 0.0 Dividend & Dividend tax -19.5 -46.9 -46.9 -46.9
PBT after Exceptional Other 324 -102.9 -79.3 -793
Items 439.7 5407 8993 9296 "CEYfrom Financing activities 21977 C1498 1263 -126.3
Total Tax 123.0 151.4 195.8 260.3
PAT before MI 3167 3893 5035  669.3 oo s BTy S
PAT 316.72 389.29 503.52 669.34 -
Growth %) 514 559 0.3 329 Opening Cash 49.8 44.1 740 674

W : : : . Closing Cash 44.1 74.0 67.4 166.9
EPS (Adjusted) 81.2 99.8 129.1 171.6

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

(X Crore) FY26 FY27E FY28E FY29E (Year-end March) FY26 FY27E FY28E FY29E
Equity Capital 39.1 39.1 39.1 39,1 Persharedata ()
Reserve and Surplus 13734 15361 10927 26151 -cPortedEPS 81.2 998 1291 1716
Tota Shar e are Cash EPS 69.2 87.8 117.1 159.6
funds 14124 15751  2,031.7  2,654.2 By per share 362.2 403.9 521.0 680.6
Total Debt 1,021.3 991.7 991.7 991.7  Cash per Share 11.3 19.0 17.3 42.8
Deferred Tax Liability 22.7 22.0 22.4 22.9  Dividend per share 12.0 12.0 12.0 12.0
Long-Term Provisions 33.2 34.2 349 35,6  Operating Ratios (%)
Minority Interest 28.2 273 279 28.4  Gross Profit Margins 41.8 41.0 42.0 43.0
Other Non Current EBITDA margins 25.2 23.8 24.0 25.0
Liabilities 0.0 0.0 0.0 00 AT Margins 124 130 13.7 15.0
Source of Funds 2,517.8 2,650.4 3,108.6  3,732.8 ", i Turnover 1.4 16 18 19
i;:isB'OCk - Fixed 1,8142 1,903.2 2,103.2 2,303.2 EBITDA conversion Rate 85 93 47 47
P Cash Conversion Cycle 149 126 145 145
Depreciation 653.1 804.7 970.9 1,153.8  Return Ratios (%)

RoE 22.4 24.7 24.8 25.2
Net Block 1,161.1 1,098.5 1,132.3 1,149.4 RoCE 21.2 23.7 25.5 27.5
Capital WIP 297.6 453.0 553.0 653.0 RolC 24.8 29.4 31.4 34.5
Fixed Assets 1,458.7 1,551.5 1,685.3 1,802.4  Valuation Ratios (x)
Investments 115.2 177.9 177.9 177.9  P/E (Adjusted) 44.7 36.4 28.1 21.2
Inventory 826.1 845.8 1,109.3 1,530.4 EV/EBITDA 233 20.9 16.9 13.3
Debtors 526.0 463.1 705.9 857.0 EV/NetSales 5.9 5.0 4.1 3.3
Other Current Assets 199.7 258.2 258.2 258.2  Market Cap / Sales 55 4.7 3.9 3.2
Cash 44.1 74.0 67.4 166.9  Price to Book Value 10.0 9.0 7.0 5.3
Total Current Assets 1,595.9 1,641.0 2,140.9 2,812.5 Solvency Ratios
Creditors 527.4 583.8 756.3 918.2  Debt/EBITDA 1.6 14 1.1 0.9
Provisions 3.7 5.6 5.7 5.8  Debt/Equity 0.7 0.6 0.5 0.4
Other Current Liabilities 121.0 130.8 133.4 136.1  Current Ratio 2.4 2.2 2.3 2.5
Total Current Liabilities 652.0 720.2 895.5 1,060.2  Quick Ratio
Net Current Assets 9439 920.9 1,245.4 1,752.4  Inventory days 118 103 110 125
Application of Funds 2,517.8 2,650.3 3,108.6 3,732.7  Debtor days 75 56 70 70

Creditor days 75 71 75 75
Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey

ICICI Securities | Retail Research

Head - Research

ICICI Direct Research
Desk,

ICICI Securities Limited,
Third  Floor, Brillanto
House,

Road No 13, MIDC,
Andheri (East)

Mumbai — 400 093
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); Research Analyst, 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. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani 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 ICICI 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.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report
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