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Summary

Clean Science and Technology (Clean) reported results which were below our

Market cap. (Rs mn)

expectations. Volumes declined by almost 6% YoY leading to a ~7% decline in
standalone revenues. The decline in revenues was owing to drop in sales

volumes of established products. This was owing to sharp decline in end product
pricing amid high Chinese competitive intensity. End markets of these products

for certain customers are also seeing lower demand visibility. The management EPS (Rs) FY26E FY27E  Promoters 51.0
mentioned that one of the prominent FMCG Chinese customer could also have IDBI Capital 26 30 F 111
backward integrated which would mean permanent loss of volumes. However, Consensus 30 38 Dil 16.8
. - , . % difference (13.6) (21.9) Public 21.1
we remain positive on the company’s growth prospects and capex aimed
towards capturing import substitution opportunities. We maintain our BUY ) )
. . . . Financial snapshot (Rs mn)
rating with revised TP of Rs 1,201 at 40xFY27 expected earnings.
Year FY23 FY24 FY25 FY26E FY27E
Key Highlights and Investment Rationale Revenue 9,358 7,915 9,666 11,097 13,344
0,
= Sharpening HALS focus: The management asserted healthy scaling up of HALS Change yoy, (%) 37 (15) 22 15 20
, o EBITDA 4,021 3,321 3,876 4,106 4,804
volumes from 1,900 tons in FY25 to an aspirational target of 9000-10,000 tons Change yoy, (%) 34 (17) 17 6 17
by FY28/FY29.Monthly run rate for sales volume has reached 260 tons per EBITDA Margin (%) 43.0 42.0 40.1 37.0 36.0
month. Volume growth stood at 25% and value growth stood at 34% on a Adj.PAT 2,952 2,440 2,644 2,808 3,221
sequential basis with respect to HALS. Clean has attained 50% market share in EIF;S (Rs) 7 28 ( 29} 25 26 30
. . . . . Change yoy, (% 29.2 17.3 8.4 6 15
the domestic market and is now aggresswely targeting to export to prominent PE(x) 353 128 395 3732 374
overseas locations such as the US, Middle East etc. Dividend Yield (%) 1 05 05 0.6 0.7
= Performance Chemicals Capex and HALS: Out of the two Rs 1.5bn P/B (x) 259 31.4 26.9 25.7 21.9
f hemical - is slated to b . di RoE (%) 33.2 22.1 20.2 18.4 18.3
performance chemical capex projects one is slated to be commissioned in RoCE (%) 401 259 24 29 1

September 2025 and the next one in Q4FY26. Clean envisages steady and
improving growth for base products and is strategically aiming to improve
product mix by selling higher value HALS products like 119 and 944. Demand
was softer in Europe, China and the US owing to tariff tensions.
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Exhibit 1: Quarterly Snapshot (Consolidated)

Consolidated (Rs mn) Q2FY26 Q2FY25 YoY (%) Q1FY26 QoQ%
Net Sales 2,446 2,381 2.7% 2,429 0.7%
Expenditure -1,575 -1,234 27.6% -1,430 10.1%
as % of sales -64% -52% 24.3% -59%

Consumption of RM -961 -895 7.4% -839 14.6%
as % of sales -40% -38% 7.4% -35%

Employee Cost -138 -142 -2.8% -152 -9.1%
as % of sales -6% -6% -2.8% -6%

Other expenditure -476 -197 141.9% -440 8.3%
as % of sales -20% -8% 141.9% -18%

EBITDA 871 897 -2.9% 999 -12.8%
Depreciation -188 -175 7.6% -187 0.9%
EBIT 683 722 -5.4% 812 -15.9%
Other Income 67 111 -39.7% 134 -50.3%
Interest -1 0 48.9% -1 -4.3%
Exceptional 0 0 - 0

PBT 749 832 -10.0% 945 -20.8%
Total Tax -194 -245 -20.6% -245 -20.7%
Reported PAT 554 587 -5.6% 701 -20.9%
Discontinued Ops 0 0 - 0

Adjusted PAT 554 587 -5.6% 701 -20.9%
Adjusted EPS 5 6 -5.6% 7 -20.9%
Margins (%) YoY (bps) QoQ (bps)
EBIDTA 35.6% 37.7% (205) 41.1% (551)
EBIT 27.9% 30.3% (240) 33.4% (552)
EBT 30.6% 34.9% (433) 38.9% (832)
PAT 22.7% 24.7% (201) 28.8% (618)
Effective Tax rate 26.0% 29.4% (344) 25.9% 5

Source: Company, IDBI Capital
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Exhibit 2: Change in estimates

FY26E FY27E
old New (%) Chg old New (%) Chg
Revenue (Rs mn) 12,355 11,097 -10% 15,763 13,344 -15%
EBITDA (Rs mn) 4,819 4,106 -15% 6,147 4,804 -22%
EBITDA margin (%) 39% 37% -200 39% 36% -300
Net profit (Rs mn) 3,351 2,808 -16% 4,279 3,221 -25%
EPS (Rs) 32 26 -17% 40 30 -24%

Source: Company; IDBI Capital Research
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Conference call highlights:

Demand:

Clean Science’s standalone revenue decreased by 5% sequentially and 8% Y-o-Y to Rs206Mn. The Y-o-Y
sales decline was approximately 6.5% and was volume-led.

The decline was attributed to customers’ slower demand due to competitive pricing from Chinese
suppliers in their end markets, and general demand uncertainty.

The contribution of the top 4 established products to standalone revenue declined to 80% (versus 84% in
the last quarter).

The HALS segment volume grew over 25% sequentially, with volumes averaging about 260 tons per month
during Q2FY26.

Sales for the DHDT product were significantly impacted due to a 55% tariff levied in the US market.

Capex Plans:

Clean Science invested roughly Rs1.5Bn in CAPEX during H1FY26.

The Performance Chemical 1 facility is undergoing chemical trials and is expected to be commercialized
soon. Clean expects to start sampling the final product to customers by December and record the initial
sales in Q4FY26.

Performance Chemical 1 has an installed capacity of 10,000 tons and is estimated to achieve a revenue
potential of about Rs3Bn at full scale, based on current low prices.

Construction for Performance Chemical 2 is on track, with trials scheduled to begin in April (FY27).

The company successfully commercialized Barbituric acid plant by repurposing an existing facility and
expanded capacities of some food grade antioxidants.

Future Guidance:

Management is budgeting for new projects, like Performance Chemical 1, to reach full revenue potential
over a three-year period, targeting FY28.
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The company is focused on enriching its HALS product portfolio by introducing higher grades, such as HALS
2020. This should enhance volumes and capture export market share.

Clean projects the performance chemical 1 to have a 50% domestic and 50% international revenue mix.
The company hopes on capitalizing on import substitution opportunities in India.

The management remains cautious in the near term, with Q3FY26 expected to be flat. However, growth is
anticipated in Q4FY26 driven by new product contributions.

Others:

The HALS portfolio material margins improved to 35% (from 31% in the prior period) due to lower raw
material costs.

Management declined to offer specific EBITDA guidance for FY26 or FY27 due to current tricky market
conditions and uncertainties.
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales

Change (yoy, %)
Operating expenses
EBITDA

Change (yoy, %)
Margin (%)
Depreciation

EBIT

Interest paid

Other income
Pre-tax profit

Tax

Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS

Dividend per sh
Dividend Payout (%)

FY22
6,849
33.7
(3,850)
2,999
15.8
43.8
(249)
2,750
(1)

300
3,048
(763)
25.0

2,285
2,285
15.2
215

FY23
9,358
37
(5,337)
4,021
34
43.0
(361)
3,660
(2)

298
3,956
(1,005)
25.4

2,952
2,952
29
27.8
5.2
18.9

FY24
7,915
(15)
(4,594)
3,321
(17)
42.0
(459)
2,861
(9)
413
3,265
(825)
25.3

2,440
2,440
(17)
23.0
5.0
21.8

FY25
9,666
22
(5,790)
3,876
17
40.1
(691)
3,186
(4)

386
3,567
(923)
25.9

2,644
2,644
8
24.9
5.0
20

FY26E
11,097
15
(6,991)
4,106
6

37.0
(702)
3,404
(5)

355
3,754
(946)
25.2

2,808

2,808

26.4

6.0
23

(Rs mn)
FY27E
13,344
20
(8,540)
4,804
17
36.0
(909)
3,895
(7)

417
4,306
(1,085)
25.2

3,221

3,221
15
30.3
7.2
24
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov
Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets
Inventories

Sundry Debtors

Cash and Bank

Other current assets

Total assets

FY22
7,684
106
7,578
213
1,349
1,345

1,562
9,247

3,369

174
5,703
881
1,535
747
2,540
9,247

FY23
10,100
106
9,994
3

261
1,155
1,094
61
1,418
11,518

4,433
255
527

6,303
1,088
1,462
125
3,629
11,518

FY24
12,032
106
11,925
347
1,608
1,598
11
1,955
13,987

6,568
370
452

6,597

1,237

1,637
106

3,617

13,987

FY25
14,164
106
14,058
358
1,556
1,542
14
1,913
16,078

7,087
369
631

7,990

1,494

2,034
202

4,260

16,078

FY26E
16,334
106
16,228
300
358
1,869
1,855
14
2,527
18,861

9,385
369
631

8,476

1,558

2,470

(812)

5,260

18,861

(Rs mn)
FY27E
18,790
106
18,684
300
358
2,131
2,117
14
2,789
21,578

9,976
369
631

10,602
1,873
2,930
(462)
6,260

21,578
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Cash Flow Statement
Year-end: March
Pre-tax profit
Depreciation
Tax paid
Chg in working capital

Other operating activities

Cash flow from operations (a)

Capital expenditure
Chg in investments
Other investing activities

Cash flow from investing (b)

Equity raised/(repaid)
Debt raised/(repaid)
Dividend (incl. tax)

Chg in minorities

Other financing activities

Cash flow from financing (c)

Net chg in cash (a+b+c)

FY22
3,048
249
(691)
(1,074)
(260)
1,272

(1,396)
580

30
(786)

(1)
(1)

485

FY23
3,956
361
(945)
(475)
(104)
2,794

(1,727)
(1,033)

61
(2,698)

(550)

(455)

FY24
3,265
459
(755)
(279)
(326)
2,364

(2,261)
402

6
(1,852)

9

(531)

(9)
(532)

(20)

(Rs mn)

FY25 FY26E FY27E
3,567 3,754 4,306
691 702 909
(955) (946) (1,085)
(885) (186) (514)
(280) 5 7
2,138 3,329 3,622

(1,419) (3,000) (1,500)
(119) (1,000) (1,000)

20 - -

(1,517) (4,000) (2,500)

9 - -
- 300 -
(531) (638) (765)
(3) (5) (7)
(525) (343) (772)
96 (1,014) 350
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Financial Ratios

Year-end: March FY22
Book Value (Rs) 72.3
Adj EPS (Rs) 21.5
Adj EPS growth (%) 15.2
EBITDA margin (%) 43.8
Pre-tax margin (%) 44.5
Net Debt/Equity (x) -0.1
ROCE (%) 40.8
ROE (%) 34.9
DuPont Analysis
Asset turnover (x) 0.9
Leverage factor (x) 1.2
Net margin (%) 334
Working Capital & Liquidity ratio
Inventory days 47
Receivable days 82
Payable days 97
Valuations
Year-end: March FY22
PER (x) 45.7
Price/Book value (x) 13.6
EV/Net sales (x) 15.1
EV/EBITDA (x) 34.5
Dividend Yield (%) 0.0

Source: Company; IDBI Capital Research

FY23
95
27.8
29
43.0
42.3
0.0
40
33

0.9
1.2
31.5

42
57
55

FY23
35.3
10.3
111
25.9

0.5

FY24
113
23.0
-17
42.0
41.3
0.0
25
22

0.6
1.2
30.8

57
76
84

FY24
42.8
8.7
13.2
314
0.5

FY25 FY26E FY27E
133 154 177
24.9 26.4 30.3
8 6 15
40.1 37.0 36.0
36.9 33.8 32.3
0.0 0.1 0.0
24 22 21
20 18 18
0.6 0.6 0.7
1.1 1.1 1.2
27.4 25.3 24.1
56 51 51
77 81 80
62 68 67
FY25 FY26E FY27E
39.5 37.2 32.4
7.4 6.4 5.6
10.8 9.5 7.9
26.9 25.7 21.9
0.5 0.6 0.7
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