Ly

|sftlLaksamisHREE Ist February 2025

Crateway to your Financial Goals

Retail Equity Research

CMP Rs. X326
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Fineotex Chemicals Ltd reported sales of Company Data

%145.73 crore in Q2 FY2025, a 3% QoQ growth  Market Cap (cr) Rs. 3,735.14
after a 7% decline in the previous quarter. Enterprise Value (cr) Rs. 4,042.16
While revenue trends remain volatile, the com-  Outstanding Shares (cr) 11.46
pany has maintained stable operating margins. 52 week high Rs. 459.00
Operating profit stood at X36.40 crore, reflect- 52 week low Rs. 277.00
ing a 3% sequential increase. 1m average volume (lacs) 4.79
Notably, other income surged to 36.90 crore, Face value Rs. 2.00
supporting profitability despite rising deprecia- Fy22 Fy23 FY24
tion costs. Profit before tax improved to 340.71  Sales 368.23 517 >568.97
crore, while net profit reached 331.85 crore, Growth(%) 69% 40% 10%
registering a 10% QoQ growth after two con- EBITDA 76.72 119.9 164.92
secutive quarters of negative growth. EBITDA Margin(%) 20.8% 23.2% 29.0%
PAT 55.17 88.32 119.81
The company’s ability to sustain margins amid Growth(%) 30% 60% 36%

fluctuating expenses indicates strong cost man- EPS

5.0 8.0 10.8
agement. With improving revenue trends anda JE 36.3 292 34.0
steady bottom line, Fineotex is welljpos:itioned P/B 76 7.4 9.1
for future growth. However, monitoring ex- gy /EBITDA 256 21.1 24.5
pense trends and market demand fluctuations ROE(%) 21% 25.3% 27%
remains crucial. Continued product diversifica- ROCE(%) 28% 32.5% 35.1%
tion and capacity expansion should support ROIC(%) 239% 33.8% 39.9%
long-term D/E 0.01 0.02 0.01

Financial and Operational Performance: Fineotex Chemicals reported a 3% revenue growth in Q2 FY2025,
reaching 1,457 million, with PAT rising 10% to X321 million, maintaining a 22% margin. H1 FY2025 revenue
stood at 2,876 million (4% YoY growth), while PAT grew 6.3% to X612 million. The company is diversifying
beyond textiles into hygiene and oil & gas, enhancing operational efficiency, and expanding sustainable solu-
tions.

Strategic Expansion and Market Developments: Construction of the new Ambernath plant is progressing
well, set to boost capacity next year. While the specialty chemicals industry remains strong, seasonal demand
fluctuations persist. Fineotex anticipates improved market activity and supply chain stabilization, strengthen-
ing its presence in global markets like Russia and the oil and gas sector.

Financial Strength and Future Outlook: ICRA upgraded Fineotex’s rating to ICRA A+ with a positive outlook.
A X342.55 crore fundraise will support growth. R&D investments of X7-8 crores focus on sustainable innova-
tions, backed by NABL accreditation. Despite raw material fluctuations and geopolitical uncertainties, manage-
ment remains optimistic, expecting stronger H2 FY2025 performance with expanding market opportunities.
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Key Highlights

Diverse Product Offerings Incorporated in 1979, Fineotex Chemicals Ltd is a leading manufacturer of
auxiliaries and specialty chemicals catering to multiple industries, including textiles, construction, water
treatment, fertilizer, leather, and paints. It offers a comprehensive range of textile processing products for
pretreatment, dyeing, printing, and finishing. Additionally, the company provides cleaning and hygiene
products such as floor cleaners, hand washes, sanitizers, dishwashers, and toilet bowl cleaners, with a
portfolio of over 470 products.

Strong Operational Performance The company recorded a 10% revenue growth in FY24, driven by a
22% increase in sales volume from 55,265 MT to 67,620 MT. Enhanced production capabilities and grow-
ing market demand contributed to this growth. EBITDA margins improved to 26% in FY24 from 22% in
FY23, supported by higher gross margins.

Prominent Clientele Fineotex Chemicals serves a reputed client base, including Nahar Group, Welspun,
Raymond, Shahi, Only Vimal, Vardhman, Chenab, JCT Ltd., and Himatsingka, among others, reinforcing its
industry credibility.

Strategic Partnerships The company has collaborated with Eurodye-CTC, Belgium, to commercialize
specialty chemicals in India. It also has a joint venture with HealthGuard, Australia, acting as an exclusive
global marketing and sales partner, with joint operations in Malaysia. Furthermore, it has established an
R&D center in collaboration with Sasmira Institute, a premier textile research institution in India.

Robust Manufacturing Infrastructure Fineotex Chemicals operates three manufacturing facilities locat-
ed in Mahape and Ambernath (Mumbai) and Selangor (Malaysia), with a combined production capacity of
1,04,000 MTPA. The company achieved 64% capacity utilization during Q2 FY25, demonstrating strong
operational efficiency.

Expansion Initiatives In December 2023, the company acquired an additional 7 acres of land at Amber-
nath MIDC, Thane, Maharashtra, for Rs. 35 Cr through internal accruals. This acquisition aims to meet the
growing demand for specialty performance chemicals. Phase 1 of the expansion, with an expected capaci-
ty of 18,000-20,000 MTPA, is set to commence operations in FY26.

Innovative R&D Developments Biotex Malaysia, a subsidiary of Fineotex, leads R&D efforts focused on
textile chemical applications. The company is developing an eco-friendly, non-toxic solution called
"Mosquito Life Cycle Controller,” targeting mosquito outbreak management in developing nations.

Capital Infusion and Future Focus In July 2024, the company raised Rs. 342.5 Cr through a preferential
allotment of equity shares and convertible warrants. Fineotex Chemicals is also exploring the acquisition
of a specialty chemical manufacturing firm whose product portfolio and customer base closely align with
its existing operations, ensuring long-term growth and expansion.
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Quarterly Financial Consolidated

Profit and loss account (Rs Cr)
Sep-23 Dec-23 Mar-24 Jun-24 Sep-24
Sales 145.27 138.45 153.02 141.90 145.73
Growth(%) 10% -5% 11% -7% 3%
Expenses 107.06 98.11 114.74 106.65 109.33
Operating Profit 38.21 40.34 38.28 35.25 36.40
Growth(%) 21% 6% -5% -8% 3%
Other Income 3.81 4.94 4.15 4.88 6.90
Depreciation 1.41 1.43 1.85 2.25 2.37
Interest 0.26 0.29 0.58 0.25 0.22
Profit before tax 40.35 43.56 40.00 37.63 40.71
Tax 8.85 10.64 9.52 8.46 8.63
Net profit 31.35 32.67 30.11 28.75 31.85
Growth(%) 18% 4% -9% -5% 10%

Financial Consolidated

Profit & Loss (Rs Cr)

Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
Sales 196.34 218.51 368.23 517.00 568.97
Growth(%) 8% 11% 69% 40% 10%
Expenses 161.56 177.94 297.03 404.40 420.59
Operating Profit 34.78 40.57 71.20 112.60 148.38
Growth(%) 1% 17% 75% 58% 32%
Other Income -11.02 17.49 5.52 7.30 16.54
Depreciation 1.17 1.47 2.51 4.28 6.02
Interest 0.63 0.72 0.92 0.82 1.33
Profit before tax 21.96 55.87 73.29 114.80 157.57
Tax 7.65 11.31 16.40 25.24 36.55
Net profit 13.08 42.59 55.17 88.32 119.81
Growth(%) -42% 226% 30% 60% 36%
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Balance Sheet (Rs Cr)
Report Date Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
Equity Share Capital 22.26 22.15 22.15 22.15 22.15
Reserves 147.43 187.19 240.00 326.51 424.94
Borrowings 3.03 3.48 1.91 7.28 5.19
Other Liabilities 35.13 54.14 75.43 66.76 95.87
Total 207.85 266.96 339.49 422.70 548.15
Net Block 40.60 59.40 84.04 98.88 141.07
Capital Work in Progress 0.63 4.60 - 0.36 -
Investments 52.47 32.38 17.31 89.33 146.72
Other Assets 114.15 170.58 238.14 234.13 260.36
Total 207.85 266.96 339.49 422.70 548.15
Cash Flow (Rs Cr)

Mar-20 Mar-21 Mar-22 Mar-23 Mar-24

Cash from Operating Activity 28.36 9.2 13.38 107.27 97.38
Cash from Investing Activity -18.63 -7.25 0.67 -99.47 -47.44
Cash from Financing Activity -3.88 -4.44 -5.66 -6.44 -23.91
Net Cash Flow 5.85 -2.49 8.39 1.36 26.03

Key Metrics: Quarterly
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Key Ratio:

Leverage Ratios Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
D/E 0.02 0.02 0.01 0.02 0.01
Debt/Assets 0.01 0.01 0.01 0.02 0.01
Debt/Ebitda 0.13 0.06 0.02 0.06 0.03
Debt/Capital Ratio 2% 2% 1% 2% 1%
Cash flow/Debt 9.36 2.64 7.01 14.73 18.76
Interest coverage ratio 35.86 78.60 80.66 141.00 119.47
Sales Change 8% 11% 69% 40% 10%
Ebit Change -34% 151% 31% 56% 37%
Operating Leverage 0.13 1.47 1.10 1.44 3.16
Financial Leverage 1.22 1.28 1.30 1.21 1.23

Efficiency ratios

Receivable days 100 138 110 72 89
Receivable turnover 3.65 2.64 3.32 5.10 4.10
Inventory days 0.00 0.00 0.00 0.00 0.00
Inventory turnover 8 6 5 9 8
Net Fixed assets turnover 4.84 3.68 4.38 5.23 4.03
Sales/capital employed 1.14 1.03 1.39 1.45 1.26
Total Asset Turnover 0.94 0.82 1.08 1.22 1.04

Profitability ratios

Ebitda 23.76 58.06 76.72 119.9 164.92
Ebitda margin 12% 27% 21% 23% 29%
Gross Profit 68.59 70.92 121.66 167.71 208.37
Gross Profit Margin 35% 32% 33% 32% 37%
EBIT 22.59 56.59 74.21 115.62 158.9
EBIT Margin 12% 26% 20% 22% 28%
ROE 8% 20% 21% 25% 27%
Net profit margin 7% 19% 15% 17% 21%
EPS 1.18 3.85 4.98 7.98 10.81
DU Pont ROE 8% 20% 21% 25% 27%
Net Profit Margin 7% 19% 15% 17% 21%
Sales/Total assets 0.94 0.82 1.08 1.22 1.04
Financial Leverage 1.22 1.28 1.30 1.21 1.23
DU PONT ROA 6% 16% 16% 21% 22%
Net Profit Margin 7% 19% 15% 17% 21%
Sales/Total assets 0.94 0.82 1.08 1.22 1.04
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Capital Allocation Ratios Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
ROCE 22% 16% 21% 31% 35%
EBIT Margin 12% 26% 20% 22% 28%
Sales/cap employed 1.14 1.03 1.39 1.45 1.26
NOPAT 14.72 45.13 57.60 90.20 122.04
Capital employed 172.72 212.82 264.06 355.94 452.28
ROIC 9% 21% 22% 25% 27%

Valuation Ratios

Price/Earnings 12.51 17.10 36.26 29.22 34.03
Price/Book 0.96 3.48 7.63 7.40 9.12
Marketcap 163.61 728.41 2,000.35 2,580.42 4,076.89
Enterprise Value 148.71 697.98 1,964.20 2,528.13 4,042.16
EV/EBITDA 6.26 12.02 25.60 21.09 24,51
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Disclaimer: ANALYST CERTIFICATION I, Mr. Anshul Jain B.com, Research Analyst, author and the name 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 tha 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. 'Subscriber' is the one who has subscribed to the Research Reports
in various forms including Research Recommendations, Research SMS Alerts/Calls, Fundamental and Technical Research calls, Investment Strategist Magazine,
Research/market news etc through Lakshmishree Investment & Securities Limited. Subscriber may or may not be client of Lakshmshree Investment & Securities
Ltd.

Terms & conditions and other disclosures:

Lakshmishree Investment & Securities Ltd. (hereinafter referred to as “LISL ”) is engaged in the business of Stock Broking, Depository Participant and distribution
for third party financial products. (LISL) will, at its discretion, provide its company research reports/news, results, and event updates/sector report/monthly com-
mentary/regular compendium, trading call, technical and derivatives reports (together “the reports”) as also market news to subscribers either in the form of a
written market commentary or research report sent in email, form, SMS or through postal or courier service. A brief extract of the reports may also be sent, on
enrolment, in SMS, e-mail form. This document has been prepared by the Research Division of LISL and is meant for use by the recipient only as information and is
not for circulation. This document is not to be reported or copied or made available to others without the prior permission o LISL. It should not be considered or
taken as an offer to sell or a solicitation to buy or sell any security. The information contained in this report has been obtained from sources that are considered to
be reliable. However, LISL has not independently verified the accuracy or completeness of the same. Neither LISL nor any of ts affiliates, its directors or its em-
ployees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made available orexpressed herein or for any omis-
sion therein. Recipients of this report should be aware that past performance is not necessarily a guide to future performane and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and,in case of doubt, advice should be
sought from an independent expert/advisor. Either LISL or its affiliates or its directors or its employees or its representaties or its clients or their relatives may
have position(s), make market, act as principal or engage in transactions of securities of companies referred to in this repat and they may have used the research
material prior to publication. LISL is registered as Research Analyst under Securities and Exchange Board of India (ResearchAnalysts) Regulations, 2014 LISL sub-
mits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysisactivities. LISL or its research ana-
lysts or its associates or his relatives do not have any financial interest in the subject company. LISL or its research analysts or its associates or his relatives do not
have actual / beneficial ownership of one percent or more securities of the subject company at the end of the month immediatdy preceding the date of publica-
tion of the research report. LISL or its research analysts or its associates or his relatives do not have any material conflct of interest at the time of publication of
the research report. LISL or its associates might have received compensation from the subject company in the past twelve monts.LISL or its associates might have
managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any other as-
signment in the past twelve months. LISL or its associates might have received any compensation for investment banking or mecchant banking or brokerage ser-
vices from the subject company in the past twelve months. LISL or its associates might have received any compensation for praducts or services other than invest-
ment banking or merchant banking or brokerage services from the subject company in the past twelve months. LISL or its assocates might have received any
compensation or other benefits from the subject company or third party in connection with the research report. LISL encourages independence in research report
preparation and strives to minimize conflict in preparation of research report. LISL or its analysts did not receive any compensation or other benefits from the
subject Company or third party in connection with the preparation of the research report. LISL or its Research Analysts do na have any material conflict of interest
at the time of publication of this report. It is confirmed that Mr. Anshul Jain B.com, Research Analyst of this report has nd received any compensation from the
companies mentioned in the report in the preceding twelve months Compensation of our Research Analysts is not based on any specific merchant banking, invest-
ment banking or brokerage service transactions. The Research analysts for this report certifies that all of the views expres®d in this report accurately reflect his or
her personal views about the subject company or companies and its or their securities, and no part of his or her compensationwas, is or will be, directly or indi-
rectly related to specific recommendations or views expressed in this report. The research analysts for this report has not srved as an officer, director or employ-
ee of the subject company. LISL or its research analysts have not engaged in market making activity for the subject company Qur sales people, traders, and other
professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions
expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent wth the recommendations ex-
pressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may gve rise to real or potential conflicts
of interest. LISL and its associates, their directors and employees may (a) from time to time, have a long or short positionin, and buy or sell the securities of the
subject company or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensationor act as a market maker in the
financial instruments of the subject company or act as an advisor or lender/borrower to the subject company or may have any aher potential conflict of interests
with respect to any recommendation and other related information and opinions.
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