Sumeet Industries Ltd — Nov 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Beat One-line: Sumeet Industries is undergoing a structural transformation under new management
(Eagle Group), shifting from NCLT-driven distress to an operationally disciplined, value-added polyester player

with a clear cost-reduction roadmap.
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EBITDA margins expanded 597 bps YoY to 5.98% post-NCLT
takeover.

Margin expansion driven by operational efficiency, waste
reduction (30-35%), and power cost savings.

Clear targets: 50% value-added mix by 2026 and [B0O Cr
incremental revenue from expansion.

Successful commissioning of 14 MW solar plant and immediate
reduction in rejection rates post-takeover.

Transitioning from commaodity yarns to high-margin Cationic and
Dope-dyed products.

Management clarified product differentiation (Nylon vs.
Polyester) between Eagle Group and Sumeet.

Fear that Eagle Group (promoter) would compete; mgmt clarified
Sumeet is a backward integration.

Significant capacity expansion (40-50 TPD) and renewable
energy investments underway.

EBITDA margins rose from 1.39% to 5.98% YoY; value-added
yarns expect 10% higher EBITDA.

Operating on a daily pass-through model with RM linked to PTA/
MEG prices.

Net profit impacted by one-off "exceptional items" and
depreciation; cash flow redirected to CAPEX.

Integrated manufacturing in Surat (textile hub) provides logistics
and customer proximity advantages.

Emerging from NCLT; utilizing internal accruals for expansion
CAPEX.

Receivables kept at 7-10 days; Inventory at 10-12 days (industry
standard).

Post-NCLT baseline established this quarter.

Heavy reliance on PTA/MEG pricing from a single major supplier
(Reliance).

Focused on "process discipline" and "building trust" with
suppliers/customers post-resolution.



Key Takeaways: * Positives: Structural margin expansion (+597 bps) driven by a shift toward value-added
yarns (Cationic bright yarn); Energy costs being tackled via 14 MW solar plant (saving [10-12 Cr/year);
Efficiency gains through 30-35% reduction in waste/rejection post-takeover. * Negatives: Q2 PAT declined YoY
due to "exceptional items" and higher depreciation, indicating accounting noise in the turnaround phase; High
dependence on the Surat market (90% of sales), though this offers logistics efficiency. * The Street's Focus:
Analysts were heavily focused on the relationship with Eagle Group (potential competition) and the sustainability
of the 6% EBITDA margin. Management successfully argued that product differentiation and the solar
commissioning make the margins structural. * Forward Watchpoint: Track the commissioning of the 40-50 TPD
expansion in the next two quarters and the actual realization of the [BOO Cr incremental revenue guidance in
FY27.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT not available — all numbers sourced from concall transcript.

Current Qtr (H1  YoY
FY26) Change

Metric

Trend Mgmt Commentary

Growth driven by better product mix and volume

Revenue (OCr) 520.83 1 2.35% Not in doc 1
recovery post-NCLT.
. . Running at 90-95% utilization. Expansion to add
Volume (TPD) ~250-270 Not in doc Not in doc -
40-50 TPD.
S . . Optimum capacity utilization reached after
Utilization (%) 90% - 95% Not in doc Not in doc 1 L .
building supplier/customer trust.
Export % of . . Planning to enter Middle East/Africa next year
~0% Not in doc Not in doc = )
Revenue with textured yarn.
RM Cost % of . . Procurement deals improved post-takeover from
~80-85% Not in doc Not in doc ! .
Revenue Reliance.
. Massive jump due to value-added mix and solar
EBITDA (CICr) 31.17 1 ~340% Not in doc 1 L
commissioning.
) . Target to increase further as value-added mix
EBITDA Margin %  5.98% 1 459 bps Not in doc 1 .
hits 50%.
H1 growth strong; Q2 specific decline due to
PAT (OCr) 17.84 1230.34% | (Q2) 1 £ . ) g: Q2 sp
exceptional items.
. . 14 MW solar plant already commissioned;
Energy Cost (OCr)  ~100.00 Not in doc Not in doc ! .
saving [10-12 Cr annually.
Receivables . . —
7-10 - = - Industry standard practice; strictly maintained.
(Days)
Inventory (Days) 10-12 Not in doc Not in doc - Managed for continuous process efficiency.

2B. SEGMENT BREAKDOWN (Company reports as a single integrated synthetic yarn segment; however,
product-wise qualitative data follows)



Segment

Revenue (O

Cr)

Key Development

Cationic Bright
Yarn

POY / FDY

Major Contrib.  High Superior

Commodity Stable Standard

Dope-dyed Yarn New

N/A High

Above Key value-added driver for current

Avg EBITDA.

Being converted to textured yarn for

= Inline .
better margins.
, Above Expansion lines dedicated to this
Avg segment.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate / Historical
Mathematical Feasibility Delivery

Risk Flag

Guidance

Guidance

Guidance

Strategy

Strategy

Capex

Balance

Revenue

Margins

Margins

Cost
Reduction

Competitive

Volume

Funding

Incremental (BOO Cr/annum
from expansion.

50% of production to be
Value-Added by 2026.

10% higher EBITDA from
value-added products vs
commodity.

40% to 50% reduction in
power cost via renewables.

No conflict of interest with
Eagle Group (Nylon vs
Polyester).

40-50 Tons Per Day (TPD)

addition.

CAPEX from internal
accruals.

Requires ~[75 Cr/qgtr addition
post-commissioning (~30% First Entry
growth).

Current mix not quantified,;
requires doubling of high-margin First Entry
lines.

Implies ~15-16% segment

. . First Entry
margins for new lines.
Already at 10-15% via 14MW .
First Entry
solar; needs 25-30 MW more.
Sumeet sells 5% to Eagle; .
. . First Entry
monitor RPT prices.
Total ~15,000 Tons annual )
First Entry

capacity addition.

H1 EBITDA is [B1 Cr; annual
~[60-70 Cr run-rate supports First Entry
mid-sized CAPEX.

Expansion
delay.

RM price
spikes.

Execution risk.

Regulatory
changes.

Governance
risk.

Timeline
slippage.

Cash flow
diversion.



4. ANALYST Q&A



Q# Relevance

1 4.0
2 3/5
3 4.5

Analyst /

irm

Mahesh
Seth, VY
Capital

Mahesh
Seth, VY
Capital

Mahesh
Seth, VY
Capital

Theme
Cluster

Margin
Drivers

Sustainability

Profit Quality

(o:11:Ts[o] 3

Financials

Management
Outlook

Financials

Underlying
Concern

"Which action
helped deliver
this around
460 bps
improvement
in EBITDA
margins?"

"Is it
sustainable in
the coming
quarters?"

"Net profit
declined from
13.87 crores
to 9.86 crores
despite strong
EBITDA.
What specific
cost impacted
this?"

Management
Response &
Investment
Implication

Evaded /
\\[o]
Addressed

Credibility

Management
attributed the
gain to
machinery
upgradation,
better supplier
deals post-
NCLT, and the
14 MW solar
plant
commissioning.
This indicates
the margin
expansion is

None 4.5

structural
rather than
purely cyclical.

Management
expects to
improve
margins further
by targeting a
50% value-
added product
mix and
increasing
renewable
energy use to
50%. This
signals a
transition from
turnaround to
growth phase.

None 4.0

The decline
was attributed
to "exceptional
items" and
increased
depreciation,
while
operational
("liquid") profit
remained
stable. This
clarifies that
the core
business
performance is
stronger than
the reported
PAT suggests.

Nature of
"exceptional
items" not
fully detailed

3.5

Verdict

Quantified
& Clear

Directional
evidence

Partially
Deflected



Q# Relevance

11

12

14

5.0

4.0

4.0

Analyst /

irm

Ashok
Dhoot,
AV.
Dhoot &
Co

Ashok
Dhoot,
AV.
Dhoot &
Co

Dhanraj
Tolani,
Kuber
Advisors

Theme

Categor
Cluster gory

Conflict of
Governance
Interest
Cost Savings  Financials
. Business
Product Mix .
Overview

Underlying
Concern

"Whether
there is
conflict of
interest
between
Eagle Group
and Sumeet
Industries?"

"What is the
cost saving
after
installation of
solar?"

"What would
be the ideal
product mix in
the future?"

Management
Response &
Investment
Implication

Evaded /
[\ o] Credibility
Addressed

Management
clarified that
Eagle Group
focuses on
Nylon and
colored yarns,
while Sumeet
focuses on
Polyester
(Semi-dull/
Cationic),
acting as a
backward
integration for
the group. This
addresses a
major
promoter-
related
governance
overhang.

None 4.5

Annual energy
costs are (100
Cr; the 14 MW
solar plant
saves 10-15%
currently, with
a target of
25-30% saving
((25-30 Cr) in
FY26. This
provides a
clear bottom-
line tailwind
independent of
yarn pricing.

None 5.0

The target is to
move 50% of
production to
value-added
segments like
Cationic and
Dope-dyed
yarn by 2026.
Higher value-
add mix
typically leads
to lower
earnings
volatility
compared to

None 4.0

Verdict

Thesis
Critical

Specific &
Quantified

Strategic
Clarity



Theme

Analyst /

Q# Relevance

15

19

26

37

Firm Cluster

Dhanraj
Tolani,
Kuber
Advisors

Related
Party

4.5

Dhanraj

Tolani, .
3.5 Competition

Kuber

Advisors

Aditi Roy,
4.5 Patel
Advisors

Guidance

Prashant

4.0 Shah, T.

Raw Material

(o:11:Ts[o] 3

Governance

Business
Overview

Management

Outlook

Business
Overview

Underlying
Concern

"Are we
selling these
products
currently to
the Eagle
Group?"

"Chinese
players are
reducing
pricing
drastically...
how do you
plan to
protect
volumes?"

"Can you
please
provide a
revenue
guidance for
FY26 and
277"

"How do you
prevent

Management
Response &
Investment
Implication

commodity
POY.

Sales to Eagle
Group account
for
approximately
5% of total
sales and are
conducted at
market prices.
This limits the
risk of profit
siphoning via
the promoter
group.

Management
noted Chinese
imports are
only 20% of
the market and
pricing for local
RM (PTA/
MEG) moves in
tandem with
Chinese
finished yarn
prices. This
suggests that
gross spreads
are relatively
protected
despite import
threats.

Revenue grew
8% this
quarter;
expansion is
expected to
add [BOO Cr
per annum
once
operational.
This implies a
25-30%
revenue
growth
trajectory for
the next 18
months.

The supply of
RM in India is

Evaded /
[\ o] Credibility Verdict
Addressed

Governanc
None 4.0

check

Market
None 3i5

context
FY26 full
year
consolidated 4.0 Clear Targe
revenue not
stated

Macro
None 4.0

Outlook



Theme
Firm Cluster

Analyst /

Q# Relevance

Stock
Mantra

Prashant

Shah, T. Margin

38 4.0

Stock Protection

Mantra

Murtaza
46 3.5 Khan,
PinPointX

CAPEX
Funding

(o:11:Ts[o] 3

Financials

Capex and
Allocation

Underlying
Concern

margin
erosions
when PET or
MEG prices
move faster?"

"Quantify
your average
pass-through
lag and
EBITDA
compression."

"l suppose we
would be
doing our
CAPEX from
internal
accruals for
this?"

Management
Response &
Investment
Implication

expanding
(GAIL, 10CL,
Reliance
expansion),
which
management
believes will
shift pricing
power toward
buyers. This
suggests a
potential
structural
reduction in
RM cost
volatility over
the next 2-3
years.

Management
claims RM
price drops
benefit margins
(lag in reducing
finished prices)
while RM hikes
are passed on
within a month.
This
asymmetrical
pass-through is
a key margin
protection
mechanism.

Management
confirmed
CAPEX for
solar and
expansion is
largely being
funded through
internal
accruals. This
indicates
healthy cash
generation
post-NCLT and
avoids high-
cost debt.

Evaded /

[\ o] Credibility Verdict

Addressed

Exact

EBITDA % 35
sensitivity

None 4.0

Process
Logic

Verifiable



PATTERN FLAGS & SENTIMENT

* Promoter Synergies & Governance: Analysts repeatedly probed the relationship with Eagle Group (Q4, 5,
6, 11, 15). Management remained consistent: Eagle is a client (5% of sales) and focuses on different
synthetic segments (Nylon). The defensive posture on this topic was minimal, as they provided specific
product distinctions, which likely lowered the perceived governance risk.

» Operational Turnaround: Multiple questions focused on how a distressed NCLT company suddenly
expanded margins by ~600 bps. Management’s response centered on "Process Discipline" and "Trust" (Q1,
25, 27). The resolution of waste reduction (30-35%) and solar savings provided the necessary quantitative
bridge to support the claims.

« Expansion Risk: Concern exists regarding the execution of the 40-50 TPD expansion (Q9, 20, 23, 41).
Management was confident about the two-quarter timeline, but the required run-rate to hit the CB0O Cr
revenue target will be a key monitoring point for FY27.

Analyst Sentiment Verdict: Analysts appeared cautiously optimistic. While the margin jump was well-received,
skepticism remains regarding the PAT decline (exceptional items) and the potential for competition with the
promoter group. Credibility improved as management provided specific numbers on solar savings and waste
reduction, moving away from vague "turnaround" jargon.

5. WHAT CHANGED vs PRIOR QUARTER

(First entry — no prior quarter to compare.)

What Changed Prior Quarter This Quarter Direction
EBITDA Margins N/A (NCLT Phase) 5.98% 1
Energy Strategy In Planning 14 MW Solar Commissioned 1
Ownership/Management Resolution Phase Eagle Group fully operational 1
Product Focus Commodity POY/FDY Shift to 50% Value-Added goal 1
Operational Efficiency Baseline Waste/Rejection reduced by 30-35% 1

STOP HERE.
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