After PI Industries’ tepid Q4 focus on pharma biz contribution
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IIndustries Lid's financial
P performance forthe three

months ending March
(Q4FY23)wasa bitdull withthe
resulis missing estimates. Con-
solidated reverues increased by
12%year-on-yearto 31565 crore.
Growth was driven by custom
synthesis manufacturing (CSM)
exportsbusiness, which contrib-
utes about BO%ofthe company’s
revenues. Exports grew by 15%
led by price, currency, and
favourable product mix. How-
ever, volumnes fell by 2%. The
domestic business contributes
PI Industries’ remaining reve-

nues and put up aweak show in
4 duetoadverse weather.

Higher employee costs and
other expenses weighed on
operating performance. This
meant earnings beforeinferest,
tax, depreciation, and amortisa-
tion (Ebitda) margin was 22%,
flat year-on-year. This comes
whengross marginexpanded by
74 basis points. Sequentially,
Ehitda margin and gross margin
contracted, partly owing to
changesinproduct mix.

Going ahead, FT Industries
sees healthy demand and has
gulded for a revenue growth of
18-20% per anmun. This would
e primarily volume driven, as
prices and currency are seen to

Not exciting enough

Pl Industries’ revenue growth in Q4FY23 was led by exports
performance even as the domestic segment was muted.
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be range bound. The exports
business has a healthy order
book, which is expected tosup-
port growth. “To cater to the

unchanged order book of 1.8
billion, PIIndustriesis likely to
Lneur T80 0-900 crore capex In
FY24 including spill-over from

FY 25, This capexislikely tocon-
tributetorevenue in FY 25, said
analysts from JM Finaricial Tnsti-
tutional Securitiesina report on
2 May. PIIndustriesislooking to
commercialize4-5 product mol-
ecules every year.

Note that the company's
growth guldance excludes the
recently acquired pharma busi-
ness which is expected to be a
ley growth driver. As per Rohan
Gupita, director, Nuvama Tnstitu-
tional Equities, “Pharma busi-
ness can add about 20% of
arganic growthtothe company.”

To be sure, there are some
near-term concerns, including
the possibility of El Niito and
excess channel inventories in

export and domestic markets.
For now, analysts are broadly
confident ofthe company's pros-
pects. “El Nino isn't a bigworry
yet for domestic business,” said
Frathamesh Sawant, research
analyst, Axis Securities, “Agro
chemical companies in general
arewlitnessing near-term head-
winds with higherinventoriesin
the generics segment, but with
FlIndustries, there is not much
of a concern, as the company
offers specialised products and
lays base for a favourable out-
lock,” hesaid.

Investors seem to be captur-
ing the optimism adequately
with the stock galning almost
23%in the past one year.



