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Vinati Organics (22 Jan 10): Rs.87

Expect accelerated performance from current quarter onwards

BSE Code 524200 Prom Holding 75% Industry Specialty Chemicals
Listed on BSE, NSE Total Shares 4.94 Cr.
Mkt. Cap Rs.429 Cr. Avg. Daily Trading Volume Rs.1.84 crore (3 months)

Vinati Organics, initiated at Rs.25 (x-split) in Jul-09, has become a 3.5-bagger (248% appreciation) in six
months.

Vinati Organics is in the business of specialty organic chemicals & pharmaceutical intermediates. It has
global oligopoly in two products (IBB & ATBS). For details on the products, please refer to our initiation
report of Jul-09 available at www.impetusadvisors.com/research.htm

We had mentioned that the company was running a pilot for another niche product with technological
entry barrier and this product holds significantly greater potential than its existing products. That
product is PAP-Para Amino Phenol, an ingredient to Paracetamol. The pilot is expected to be over by
Mar-10.

Impetus Advisors |Independent Investment Research | Equities Forex Commaodities



—

I i ® : I~ :
impetus advisors Equity Research | Vinati Organics | 25 Jan 10

In QE Dec09, Revenues grew 16.5% to Rs.591mn; EBIT grew 50.3% to Rs.119mn; and Adjusted PAT
grew61.5% to Rs.85mn. ATBS volume sales were in line with the average sales during Apr-Sep09. Sales
realization has been rising steadily with the rise in input costs.

We had mentioned capacity expansion in IBB as a risk factor, as IOL Chemicals was setting up a 6,600
TPA IBB capacity. This capacity was commissioned in Dec09. Vinati Organics’s QE Dec09 performance in
IBB reflects the impact. As IOLCP is no longer a customer, the sales was diverted to China, where
realizations and margins are lower.

PAP project delay was mentioned as another risk factor unless some other growth driver comes into
play. While PAP project will now contribute from FY13 (we had expected this in FY12), other projects
(Polymers, TOA, DAAM) are likely to contribute to growth in FY12.

IB (Isobutylene), the backward integration project, is on schedule to contribute to growth from Apr-10.
We expect ATBS sales to pick up significantly from the current quarter onwards. Hence, we expect an
accelerated growth henceforth on the back of IB project and significant pick up in ATBS sales.

For a detailed updated research report, please contact us.

Impetus Advisors |Independent Investment Research | Equities Forex Commodities
Page |2



I i ® : I~ :
impetus advisors Equity Research | Vinati Organics | 25 Jan 10

Weekly Chart from 01-Jul-07 to 22-Jan-10
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The stock has broke-out of the upper end of the channel with heavy volume. A simultaneous average
crossover by the momentum indicator augurs well for the stock.
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Financials

Rs.mn Mar-09 Mar-08 Change | Jun-09 Jun-08 Change | Sep-09 Sep-08 Change | Dec-09 Dec-08 Change
No. of months 3 3 % 3 3 % 3 3 % 3 3 %
Net Sales 473 431 9.8% 522 434 20.4% 626 544  15.0% 591 507 16.5%
EBIDTA 125 84  47.8% 118 61  91.9% 173 91  89.3% 130 87  49.2%
Depreciation 8 7 12.7% 11 8 44.1% 14 8 71.7% 11 8 38.5%
EBIT 116 77  51.2% 107 54  98.9% 159 83  91.0% 119 79 50.3%
Interest 8 9 -11.5% 10 5 74.5% 9 8 15.8% 8 11 -30.2%
PBT 108 68  59.7% 97 48 101.7% 149 75  99.1% 111 68 63.6%
Tax 24 23 4.6% 34 11 215.5% 33 17 95.0% 26 15 70.5%
PAT 84 44 88.7% 76 37 103.6% 116 58  99.3% 93 52 76.4%
Adj PAT 84 44 88.7% 63 37  68.5% 116 58 100.3% 85 52 61.5%
Equity Capital 99 99 0.0% 99 99 0.0% 99 99 0.0% 99 99 0.0%
Annualized EPS (Rs) 33.92 17.98  88.7% 25.43 15.09 68.5% 47.14 23.53 100.3% 34.30 21.24  61.5%
EBITDA Margin (%) 26.4%  19.6% 22.6%  14.2% 27.6%  16.8% 22.0% 17.1%

EBIT Margin (%) 24.6%  17.9% 20.4% 12.4% 25.4%  15.3% 20.1% 15.5%

Adj PAT Margin (%) 17.7% 10.3% 12.0% 8.6% 18.6%  10.7% 14.3% 10.3%

Tax/PBT (%) 22.6% 34.5% 35.3%  22.6% 22.1%  22.6% 23.5% 22.6%

Raw Material 238 285  -16.6% 302 290 4.4% 342 350 -2.1% 357 313 14.0%
% of Sales 51.3% 64.6% 57.8%  66.7% 53.6%  66.9% 59.2% 62.6%
Employees Cost 22 16 39.9% 27 21 31.2% 29 22 29.5% 31 24 32.9%
% of Sales 4.7% 3.5% 5.2% 4.8% 4.5% 4.3% 5.2% 4.7%

Other Expenditure 79 56 40.7% 76 62 22.1% 95 60 59.3% 85 76 11.4%
% of Sales 17.0% 12.7% 146%  14.4% 14.9% 11.4% 14.1% 15.3%
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Important Disclosure
This material has been prepared by Impetus Advisors, Mumbai, India (www.impetusadvisors.com).

The views expressed herein correctly reflect Impetus Advisors’ views. Owners, analysts, and/or employees of Impetus Advisors hold
long position in the stock mentioned in this report.

This document is not for public distribution and has been furnished to you solely for your information and may not be reproduced or redistributed to any
other person. Persons into whose possession this document may come are required to inform themselves of, and to observe such restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be
construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. No
person associated with Impetus Advisors is authorized to call or initiate contact with you for the purposes of elaborating or following up on the
information contained in this document. The material is based upon information that we consider reliable, but we do not represent that it is accurate or
complete, and it should not be relied upon as such.

Neither Impetus Advisors, nor any person connected with it, accepts any liability arising from the use of this document. The recipient of this material
should rely on their own investigations and take their own professional advice. Opinions expressed are our current opinions as of the date appearing on
this material only. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change
without notice.

No part of this material may be duplicated in any form and/or redistributed without Impetus Advisor’s prior written consent.
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About Impetus Advisors

Impetus Advisors, based at Mumbai, is an independent business & investment research firm, which specializes in identifying multi-bagger stock ideas

among Indian equities. It provides equity research to high net-worth, proprietary, and institutional investors. It also provides research on forex and
commodities to business firms and investors.

Besides its own stock picks, Impetus Advisors also provides customized investment research outsourcing services to stock brokers, investment bankers,

business firms, and investors. As an independent research outfit, it is into neither broking nor investment banking nor any other activity that can
potentially conflict with objectivity of its research.

Office: A-604 Oberoi Woods, Oberoi Garden City, Off Western Express Highway, Goregaon East, Mumbai 63
Telefax 91 22 28405766 Email research@impetusadvisors.com

Impetus Advisors |Independent Investment Research | Equities Forex Commaodities
Page | 6



