Manali Petrochemicals Ltd — Dec 2022 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline (Strategic Event) One-line: MPL is aggressively pivotting from a pure commodity play to a
diversified specialty chemicals business via the [206 Cr (GBP 20.6 Mn) acquisition of Penn Globe, aiming to
hedge against the cyclicality of its core polyols business.

Dimension

Sentiment

Beat/Miss vs Guidance /

This Quarter

Signal | Evidence

Acquisition announced as per strategic intent to diversify

_ Inline / First Entry _ . u
Prior Quarter into specialties.
. . . ) No one-offs; acquisition funded entirely through internal
Earnings Quality High (Core driven) O
accruals.
. ) Ambitious 80:20 commaodity-specialty target set for "next
Guidance Confidence Neutral . O
year or so.
. Delivered on the promise of M&A,; specific timelines
Management Credibility Strong ) ) O
provided for PG expansion.
) L ) Shift toward high-margin (22% EBITDA) specialty
Business Quality Signal Improving ) ] O
products with non-hazardous profiles.
Q11 — Notedome Management admitted Notedome hit by high RM costs;
Key Q&A Exchange . N O
Performance shows specialty vulnerability.
The Street's Primary Global Macro/ Analysts worried about UK recession impacting Penn 0
Anxiety Recession Impact Globe and Notedome.
Capital Cycle Stage Investment Deploying cash for M&A and 100 Cr PG expansion. O
Margin / Return Ratio L Core business margins returning to "pre-COVID" single-
. Deteriorating . . O
Trajectory digit levels from super-cycle highs.
. . Weakness in China and high RM prices impacting core
Pricing Power Eroding o . O
realization/margins.
. . Operating cash flow in Penn Globe >GBP 2m for 3 years;
FCF Conversion & Quality Strong . |
MPL remains debt-free.
» . o Vertical integration: MPL to supply polyols to Penn Globe;
Competitive Moat Signals Widening ) L . O
90% share in Scottish fish farming.
Acquisition all-cash; company remains debt-free with
Balance Sheet Strength Strong . O
liquidity for further growth.
. . . Normalizing to pre-COVID levels; sourcing shifted to local
Working Capital Efficiency Stable . . O
suppliers where possible.
Mgmt Guidance Track . . . .
Reliable Previous M&A and expansion targets are being executed. [
Record
Key Vulnerability / Red iy 40% of Penn Globe sales to EU; high exposure to
Geopolitical Exposure . N O
Flag Sterling/Euro volatility.
) . Focused on long-term rebalancing while acknowledging
Management Tone Confident yet Realistic O

Key Takeaways (Positives & Negatives):

short-term commodity blips.



Positives: * Strategic Diversification: The acquisition of Penn Globe increases overseas revenue from 6% to
16% and introduces a 22% EBITDA margin specialty business to the mix. * Asset-Light Growth: Penn Globe
requires low CapEx to expand and has a highly diversified customer base (food, ag, water treatment) that is less
cyclical than industrial polyols. * Vertical Integration: MPL's core product (polyols) is a raw material for Penn
Globe's anti-foams, creating a natural internal hedge and supply chain synergy. * Execution on PG Expansion:
Secured Environmental Clearance for the 50,000-ton PG expansion; [100 Cr CapEx approved.

Negatives: * Margin Normalization: Management confirmed core business margins are regressing to pre-
COVID single-digit levels, ending the exceptional super-cycle profitability. * Macro Headwinds: The UK/EU
recession poses a direct threat to the newly acquired Penn Globe (40% EU sales) and the existing Notedome
subsidiary. * Legacy Regulatory Overhang: The land lease issue with the Tahsildar remains unresolved after
multiple quarters, representing a persistent administrative risk. * Execution Risk: The "Pennwhite India"
strategy relies on replicating a UK specialty model in a competitive Indian market with "20-30 small players.”

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures used as primary source. Concall used for Mgmt Commentary column and any
number absent from PPT. Note: GBP values converted to Cr at1 GBP = 100 (approximate rate at time of
deal).

Current
Mgmt Commentary
Qtr
Revenue (Penn . . Historical annual run-rate; 60% UK, 40%
(160 Cr First entry First entry -
Globe) Export.
Gross Margin (%) 40.0% First entry First entry = Specialty chemical profile; high value-add.
. . Adjusted basis; 22% average margin over 3
EBITDA (Penn Globe) [29.6 Cr First entry First entry - s
yrs.
. . . Lower end of 3-yr average due to global
EBITDA Margin % 18.5% First entry First entry -
macro.
PAT (MPL Core) Not stated Not stated Not stated ! Performance regressing to pre-COVID levels.
Volume (Penn Globe) 4,000 MT First entry First entry - Capacity utilization currently at 85%-90%.
- ) . Exploring new US markets to justify
Utilization (%) 87.5% First entry First entry - .
expansion.
R&D Spend (MPL) Not stated Not stated Not stated 1 Focus on Econic (CO2 to polyols) technology.
Acquisition funded by internal funds; debt-
Net Debt / (Cash) (Net Cash) First entry First entry - fre: y
Working Capital Stable First entry First entry - Penn Globe has >[20 Cr annual OCF.

2B. SEGMENT BREAKDOWN



Revenue (O vs Company

S t
egmen cn Avg

Key Development

Commodities Returning to pre-COVID

Major portion Not stated  Single digit ! Below Avg .
(Polyols/PG) margin levels.
Specialties (40-50 Cr Under Hit by high raw material
Not stated ! Above Avg ) .
(Notedome) (Annual) pressure prices in UK.
Specialties (Penn (160 Cr ) Well Above Acquisition closed on 30
Firstentry  ~22% -
Globe) (Annual) Avg Nov 2022.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Guidance

Guidance

Guidance

Guidance

Strategy

Strategy

Macro

Balance

Category

Revenue Mix

Margins

Volume /
Capacity

Capex Plan

M&A Execution

Domestic
Manufacturing

Industry Growth

Debt / Leverage
Target

Management Target /

Claim

80:20
Commodity:Specialty

Sustainable 22% in
Penn Globe

50,000 MT PG
Expansion

[100 Cr for PG plant
Scale through
acquisitions

Launch Penn-White
India

12.3% CAGR in Indian
Ag

Remain Debt-Free

Required Run-Rate /
Mathematical
Feasibility

Needs incremental
~[200-300 Cr specialty
revenue.

Requires stable polyol
prices/demand in UK.

Requires [100 Cr
spend over 24 months.

[12.5 Cr / quarter for
next 8 quarters.

GBP 20.6m cash
payout completed.

Requires setup of new
subsidiary/facility.

Dependent on domestic
consumption shifts.

Utilize ~[200 Cr cash
for acquisition.

Historical Delivery (Did
they do what they
promised last Q?)

Risk Flag

. High
First entry.
(Macro)
First entry. Moderate
Secured EC clearance;
Low (Reg)
on track.
Approved by board. Low
Successfully closed Penn
Low
Globe deal.
First entry — strate
g . Moderate
phase.
N/A Moderate
Maintained zero long-
Low

term debt post-deal.



4. ANALYST Q&A



Q#

Relevance
(1-5)

4.0

85

3.0

Analyst /
Firm

Anshul
Mittal /
Care
PMS

Anshul
Mittal /
Care
PMS

Anshul
Mittal /
Care
PMS

Theme
Cluster

M&A
Strategy

Growth
Targets

Operational
Detall

(o:11:Ts[o]3Y

Business
Overview

Management
Commentary
and Outlook

Business
Overview

Underlying
Concern

Do we plan
to
manufacture
Penn
products in
India and
sell in Asia
or import?

What is the
expected
contribution
from Asian
countries?

Why are
there only
29
employees
in Penn
Globe?

Management
Response &
Investment
Implication

Management
confirmed the
intent is to
start
manufacturing
in India to
serve the
domestic and
Asian regions.
This indicates
a "Make in
India" pivot to
lower freight
costs and
capture the
12.3% CAGR
Ag-market;
positive for
long-term
margins.

Management
stated they
will first focus
on the huge
Indian market
before
leveraging into
other Asian
regions.
Implies
domestic
demand is the
primary short-
term driver for
the new
specialty
subsidiary.

Management
explained that
specialty
chemical
setups require
fewer
employees
than
commodity
plants. This
highlights the
high-value,
low-overhead
nature of the
acquired

Evaded /
\[o]
Addressed

Credibility
(1-5)

Verdict

Clear and
None 4.0 .
quantified
Specific %
targets for 3.0 Vague
Asia
Specific
None 4.0 context
given



Q#

Relevance
(1-5)

3.5

4.5

5.0

Analyst /
Firm

Anshul
Mittal /
Care
PMS

Anshul
Mittal /
Care
PMS

Anshul
Mittal /
Care
PMS

Theme
Cluster

Capacity

Macro Risks

Financial
Performance

(o:11:Ts[o]3Y

Capex and
Allocation

Management
Commentary
and Outlook

Financials

Underlying
Concern

What is the
current
capacity and
utilization?

What is the
exposure to
the UK/
Europe
recession
and power
crisis?

Are Q2
numbers for
the existing
business
sustainable?

Management
Response &
Investment
Implication

business,
supporting the
22% EBITDA
thesis.

Current
capacity is
~4,000 tons
with 85-90%
utilization.
High utilization
suggests a
need for
capacity
expansion
(Capex) if the
US potato
farmer deal
fructifies.

Management
noted 40% EU
exposure but
emphasized
that power is
not a major
cost
component for
this
production.
While
sustainable,
the EU
recession
remains an
unavoidable
demand-side
overhang for
nearly half the
subsidiary's
revenue.

Management
admitted
current
performance
is returning to
pre-COVID
levels due to
China
weakness and
RM volatility.
This confirms
the earnings

Evaded /
\[o]
Addressed

Credibility
(1-5)

Verdict

Future .
. Specific,
expansion 4.5 o
quantified
Capex
Exact . .
Directional
demand )
impact 35 with
i
P . evidence
quantified
Exact Deflected
margin 3.0 — key
floor signal



Q#

Relevance
(1-5)

4.0

4.0

3.0

Theme
Cluster

Analyst /
Firm

Anshul
Mittal / Capex
Care Timeline
PMS
Anshul
Mittal / Subsidiary
Care Performance
PMS
Gaurav . .
Financial
Kumar /
Impact
Investor

(o:11:Ts[o]3Y

Capex and
Allocation

Financials

Financials

Underlying
Concern

What is the
status of the
PG
expansion
plan?

How is
Notedome
performing
amid the
European
crisis?

What is the
impact of
the
acquisition
on
consolidated
financials?

Management
Response &
Investment
Implication

super-cycle
has ended,
and investors
should model
single-digit
margins for
the core
business.

Secured
environmental
clearance
from the
Ministry;
pending state
clearance,
completion
expected
within 24
months. Sets
a clear
timeline for
the next leg of
volume growth
in the core
business.

Notedome is
facing
headwinds
from high raw
material prices
and
geopolitical
issues, though
they are
working to
recover.
Indicates the
"Specialty"
label doesn't
fully insulate
against
extreme RM
volatility.

Top line of
~GBP 16m
and EBITDA
of ~GBP
2.96m will be
consolidated
from today.
Provides the

Evaded /
\[o]
Addressed

Credibility
(1-5)

Verdict

Specific
None 4.5 timeline
given
Specific
Notedome
i Deflected
loss/profit
figures
None 5.0 Quantified



Relevance Analyst/
(1-5) Firm

Q#

Gaurav
10 3.5 Kumar /

Investor

Gaurav
Kumar /
Investor

11 40

Rohit
Sinha /
Sunidhi
Sec

12 3.0

Theme
Cluster

Governance

Competitive
Position

Margins

(o:11:Ts[o]3Y

Governance

Business
Overview

Financials

Underlying
Concern

What is the
status of the
pending
land issue
with the
Tahsildar?

Are you
seeking
antidumping
duties to
protect
against
imports?

What were
Penn's
historical
margins and
growth?

Management
Response &

Evaded /
\[o]

L. Addressed
Implication

baseline for
revenue/profit
accretion from
the M&A.

Seeking

extension of a

government

land lease; the

process has

been ongoing

for "quite

some time." .
. Resolution

This is a 2.0

. date

recurring

administrative

bottleneck that

management

has failed to

resolve for

several

guarters.

Management
stated they
aim to be
profitable
without
government
protection by
keeping costs
low. Indicates
a reliance on None 4.0
operational
efficiency
rather than
regulatory
shields;
increases risk
if global
dumping
intensifies.

Average gross
margin of 40%
and EBITDA
margin of 22%
over the last 3
years.
Establishes
the high-
margin floor
for the new

Top-line
growth 4.0
CAGR

Credibility
Investment (1-5)

Verdict

Evasive

recurring
issue

Directional

Specific
financials



Management
Relevance Analyst/ Theme Underlying Response &

Evaded /

Credibility
i (o:11:Ts[o]3Y Not
(1-5) Firm Cluster Concern Investment (1-5)
.. Addressed
Implication

Q# Verdict

specialty
segment.

Penn uses
polyols (MPL
product) and
silicone
emulsions to
How does make anti-
Rohit the foaming
. . . . Clear
Sinha / Business Business chemistry of  agents. .
13 35 o ) . ) None 4.0 technical
Sunidhi Integration Overview Penn Confirms the link
Sec integrate vertical
with MPL? integration
logic where
MPL acts as a
captive
supplier to its
subsidiary.

Synergies are
expected in
shared
services (IT,
HR) and
Cross-
leveraging
marketin
] How do g_
Anuj networks in
. Notedome . -
14 35 Jain/ Synergies Strate and Penn industries fike None 3.0 Vague
. i . u
Green ynerg 9y food/medical. g
. Globe
Portfolio . These are
synergize? . e
soft
synergies
rather than
direct cost-
out,
suggesting
integration will
take time.

No, they will
use "swap
arrangements”
with local
suppliers to
Anuj Will MPL avoid logistics

. Inter- ) .
Jain / ship costs while

15 40 company Strategy .
Green material to backing
. Sales
Portfolio UK? Penn's raw
material
needs. An
innovative

way to capture

Directional
None 4.0 with
evidence



Q#

16

17

18

Relevance
(1-5)

315

4.5

3.0

Theme
Cluster

Analyst /
Firm

Anuj
Jain /
Green

Market
Dynamics
Portfolio

Anuj
Jain / Margin
Green Guidance

Portfolio

Amit
Doshi /
Care
PMS

Valuation

(o:11:Ts[o]3Y

Business
Overview

Financials

Capex and
Allocation

Underlying
Concern

Who are the
competitors
in India for
anti-foam?

Is 8-10%
margin the
"new
normal” for
core MPL?

Why was
the
acquisition
valuation
low for a
specialty
company?

Management
Response &
Investment
Implication

value without
the freight
penalty of
shipping
commodities
to Europe.

20-30 small
and medium
players exist,
but MPL
believes
Penn's IP will
provide an
edge.
Suggests a
fragmented
market where
MPL must
compete on
technical
superiority
rather than
just scale.

Management
refused to
give a fixed
number but
confirmed
they would be
"somewhere
around pre-
COVID
levels." This is
a significant
walk-back
from peak
margins,
validating the
"super-cycle is
over" thesis.

Management
attributed it to
a family-run
business
selling to a
partner they
trusted to
maintain
traditions, plus
the valuation
doesn't factor

Evaded /
\[o]
Addressed

Credibility
(1-5)

Verdict

None 3.0 Directional
Fixed
margin 2.0 Deflected
guidance
Directional
None 4.0 with
evidence



Management
Relevance Analyst/ Theme Underlying Response &

Evaded /

Credibilit
# . ategor ot
C \| v
(1-5) Firm Cluster Concern Investment (1-5)
.. Addressed
Implication

Verdict

in the "India
replication"
upside.
Assuages
fears of
"hidden
skeletons" in
the cheap
valuation.

Management

noted crude is

volatile and

hasn't "settled
Wil down,"

refusing to call
performance

Avinash Management . . a bottom.
Macro/ improve with )
19 40 Gorak / Commentary . Tempering None 3.0 Hedged
] Crude dropping .
ProfitMart and Outlook expectations

crude
that RM cost
cooling will
lead to

prices?

immediate
margin
expansion.

Management
prioritized
internal
expansion
(PG plant) and
M&A over
Any plans ayouts.
Lohith . VP p' Y Specific Deflected
. Capital Capex and for buyback Signals that o
20 45 Sinha / ) . ) ) payout 2.0 — priority
Allocation Allocation or special cash will be .
Investor . . ratio to growth
dividend? recycled into
the business
for the next 24
months,
disappointing
yield-focused
investors.

PATTERN FLAGS & SENTIMENT

» Margin Normalization Anxiety: Analysts repeatedly pressed for a "floor" on margins as the core polyols
business regresses from COVID-era highs. Management's consistent reference to "pre-COVID levels" (single
digits) was defensive and signaled that the period of exceptional profitability has concluded.

* Recessionary Headwinds: Significant concern regarding the UK/EU economic slowdown. Management
attempted to mitigate this by highlighting the non-cyclical nature of the "Food" and "Ag" segments (e.g.,
potato chips, fish farming), but the concern remains live given that 40% of Penn Globe's revenue is export-
dependent.



* M&A Logic & Valuation: There was healthy skepticism about why a high-margin specialty business was
acquired at a relatively low valuation. Management's response centered on "relationship-based deal
sourcing," which was received with cautious optimism but will require monitoring of Penn Globe's
performance in the next 2-3 quarters to verify.

Analyst Sentiment Verdict: Analysts were skeptical of core business margins but supportive of the
strategic M&A. The primary friction point was the refusal to provide concrete margin guidance for the combined
entity and the lack of a clear timeline for the "Pennwhite India" rollout. Management's credibility remains stable
due to the successful deal closure, but the greatest risk remains the execution of the India expansion in a

fragmented market.

GUIDANCE GAPS REVEALED IN Q&A

What Mgmt Claimed

What Q&A Revealed Gap | Walk-back

(Opening Statement)

Risk to Thesis

. Core margins are Implicit walk-back from high-
Margin Focused on growth and . . . .
- ) regressing to pre- margin expectations in the
Stability rebalancing. )
COVID levels. core business.
. o ) Competition from 20-30 Reaching scale in India may
Domestic Huge potential in India . .
small/medium players in  be harder/slower than PPT
Market Ag/Food. .
India. suggests.
Ener Penn-White is High RM prices in UK Specialty chemicals are not
m a?:i/ environmentally already hurting immune to RM/Energy
P focused. Notedome. volatility.

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

This Quarter

Earnings may undershoot
if specialty accretion is
slow.

Delayed ROI on the
Penn-White India
strategy.

Consolidation of UK
assets adds macro risk.

Direction

What Changed Prior Quarter
Acquisition Status None

Geographic Mix 6% Overseas
Portfolio Mix 100% Commaodity
Regulatory Status Awaiting PG EC
Margin Outlook Super-cycle Highs
Growth Strategy Organic Focus

STOP HERE.

Penn Globe Limited acquired for GBP 20.6m
16% Overseas Revenue

Targeting 80:20 Commodity:Specialty
Environmental Clearance (EC) secured
Regressing to "Pre-COVID" (single digit) levels

Inorganic M&A now a central pillar

1 Strategic
1 Diversified
1 Resilience
1 Execution
| Financial

1 Aggression
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