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Companion to the Vinati Organics investment report (70/100, Selective Positive). This piece grades the business against the
five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 1,118.60 (NSE close, October 19, 2026). Good-to-moderate fit, 3 of 5 pass.

Grades at a glance

Sunrise (ATBS growth, pharma annuity, new niches) PARTIAL
Leadership PASS
Moat PASS
Iron Fortress (balance sheet) PASS
Free Cash Flow PARTIAL

Overall fit verdict: Good-to-moderate fit, 3 of 5 pass. Vinati Organics clears the bar on leadership, moat
and the balance sheet, while sunrise is partial on steady rather than booming end markets and free cash
flow is partial after a capex-heavy build phase. Full investment report score: 70/100, Selective Positive.
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Pillar 1: Sunrise, PARTIAL
GRADE: PARTIAL

The pillar tests the direction and speed of demand, and Vinati's demand pools point in different directions
at different speeds. ATBS demand is genuinely expanding: enhanced oil recovery keeps adopting polymer
chemistry that survives hot, salty reservoirs, water treatment volumes grow with infrastructure and
regulation, and personal care and adhesives add steady formulation demand. The company has voted
with capital, adding 10,000 TPA in November 2025 to reach 50,000 MT of ATBS capacity, and Q1 FY27
revenue growth of 28% to Rs 696 cr shows volume returning.

IBB demand, by contrast, is a steady pharmaceutical pulse, not a sunrise: global ibuprofen volumes grow
slowly and predictably, which makes IBB an annuity rather than a growth market. Antioxidants are a large
market growing at industrial pace, but one where China and Singapore pricing, not demand scarcity, sets
the return. The newest VOPL products (MEHQ, Guaiacol, Anisole, Iso Amylene, 4-MAP) enter established
intermediate markets where Vinati must win share rather than ride a wave. Management's own FY27
EBITDA margin guidance of 26 to 27%, below the 29% FY26 print, is a sober management read of the
same mix. A portfolio where the largest growth engine expands at a healthy pace while the annuity and the
newest ponds grow slowly or compete on price is a partial sunrise: real demand growth, honestly graded,
without a boom to carry execution mistakes. PARTIAL.
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Pillar 2: Leadership, PASS
GRADE: PASS

Start with the founding record. Vinod Banwarilal Saraf, a B.Com graduate at 17 and a BITS Pilani MBA
topper with Aditya Birla and MRPL experience behind him, founded the company in 1989, licensed French
IFP technology for IBB, and started Mahad production in 1992 into a market where Indian buyers paid
110% import duty and the only two global makers later exited. He then repeated the trick in ATBS from
2002, becoming the third global producer and eventually the largest. Turnover of Rs 66 cr in FY06 became
Rs 2,227 cr of revenue by FY26, with the balance sheet near debt-free throughout.

The succession is the second half of the grade, and it is unusually clean. Vinati Saraf Mutreja,
Wharton-trained in economics and finance with Oliver Wyman experience, joined in 2006, served as
executive director for over a decade, and has been Managing Director and CEO since 2018, with the
founder as Chairman. The decisions of her tenure are the current investment case: the 10,000 TPA ATBS
expansion commissioned in November 2025, the Veeral Additives merger closed in December 2023, the
about Rs 500 cr Veeral Organics programme, 32.5 MW of solar, and a US subsidiary incorporated in
February 2025. On the engine's plain test (did they do what they said), capacity was promised and
capacity arrived, capex guidance of Rs 350 to 400 cr for FY26 followed Rs 391 cr in FY25 as guided, and
the FY26 dividend of Rs 8.50 was maintained through a flat year.

The deduction that keeps this from an unqualified pass is recorded, and it does not break the grade. The
VOPL ramp was delayed in FY26 per CARE, and the drag is measurable: consolidated PAT of Rs 444 cr
against standalone PAT of Rs 488 cr. Promoter behaviour is otherwise clean in the record reviewed:
74.29% held, unchanged for eight-plus quarters, zero pledging, no dilutive raises funding the programme.
A founder who built two global niches, a successor with a twelve-year apprenticeship who is delivering
capacity in the same financial style, and one delayed subsidiary ramp between them: PASS.
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Pillar 3: Moat, PASS
GRADE: PASS

The moat has three layers, and each has third-party evidence. The first is share itself: about 65% of the
global IBB market and about 65% of the global ATBS market, per CARE Ratings. At that share, in markets
that size, Vinati is not a participant in the pond; it is the pond's pricing and availability reference, and a
challenger must displace an incumbent who already runs at global scale. The second layer is qualification.
IBB feeds regulated drug production, where an intermediate change triggers revalidation, and ATBS sits
inside qualified formulations at BASF, Dow, SNF, Mitsubishi and Chemtall. Buyers of that calibre
dual-source for insurance, but they do not churn suppliers for a small price gap, and the original IBB
incumbents in the UK and US exited rather than fight for the pond. The third layer is integration: India's
largest IB capacity feeding IBB, butyl phenols and derivatives in-house, sole domestic production of TBA,
TB Amine, butyl phenols and (per the company) OSBP and DSBP, and a butyl phenol chain that now
feeds the antioxidant unit bought with Veeral Additives. A new entrant must replicate the chain, the
qualifications and the cost base together.

The limits are named so the pass is not mistaken for a blanket. The moat does not cover antioxidants,
where China and Singapore pricing sets the ceiling and the 24,000 TPA Veeral capacity is a cost player,
not a share leader. It does not repeal customer power: cost-plus and long-term contracts per company
commentary protect margin share of value, while volume still follows customer demand, as the FY24
revenue decline showed. And it does not extend automatically to the VOPL product slate, which must earn
its own qualifications. A moat that fully covers the two profit engines and the feedstock chain, and honestly
stops at the newest ponds, is a pass. PASS, with the test named: ATBS share holds as the new 50,000
MT capacity fills, and VOPL products win qualifications without price-led share buying.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

This is the cleanest pillar in the analysis. Borrowings were about nil on Screener at FY26 end; CARE
records total borrowings of Rs 26.71 cr and gearing of 0.01x, a rounding error against net worth of about
Rs 3,161 cr (reserves of Rs 3,151 cr plus equity capital of Rs 10 cr) and total assets of Rs 3,579 cr. CARE
reaffirmed the ratings at AA+ Stable and A1+ on October 8, 2026, in the middle of a heavy capex
programme and a flat revenue year, which is exactly when a fortress grade is supposed to be tested. The
entire expansion stack of recent years (ATBS Phase 1, the Veeral merger, the about Rs 500 cr VOPL
programme, 32.5 MW of solar) was funded without meaningful debt and without diluting shareholders.

The ownership structure reinforces the grade. Promoters hold 74.29% with zero pledging, unchanged
across eight-plus quarters, so there is no pledge overhang and no quiet exit to price. The dividend of Rs
8.50 a share for FY26 (about 20% payout) was paid through the build phase. Two watch items are
recorded, and neither breaks the grade today. Working capital intensity is rising: debtor days of 85,
inventory days up to 110 from 68, a cash conversion cycle of 152 days and working capital days of 130
(Screener, FY26), so the fortress increasingly funds inventory ahead of new capacity. And fixed assets of
Rs 2,122 cr plus CWIP of Rs 214 cr mean a larger share of the fortress is now plant rather than liquidity,
earning its keep only if the capacities fill. A fortress that has converted some liquidity into capacity at 0.01x
gearing, with its rating reaffirmed, is still a fortress. PASS, with the monitored metrics named: gearing
stays near zero and inventory days come back down as VOPL and ATBS volumes ship.
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Pillar 5: Free Cash Flow, PARTIAL
GRADE: PARTIAL

Grade the two halves of the record separately, because they point in opposite directions. The operating
half is excellent. Operating cash flow rose from Rs 127 cr in FY22 to Rs 558 cr in FY26, and CFO to
EBITDA reached 106% in FY26: profit converted to cash in full, in a flat revenue year, while receivables
and inventory were also being funded. Few Indian chemical makers convert at that rate, and it is the
reason the expansion programme never touched the debt or equity markets.

The free cash flow half is interrupted, and the interruption is structural to the current phase. On Screener's
series, free cash flow was negative Rs 47 cr in FY22, positive Rs 200 cr in FY23, negative Rs 65 cr in
FY24, negative Rs 39 cr in FY25, and positive Rs 288 cr in FY26: three negative years in five, each one a
capex year, with FY25 capex of Rs 391 cr and FY26 guided at Rs 350 to 400 cr. The five-year cumulative
picture is a company that funds its own growth and still ends the period debt-free with a 20% dividend
payout, which is genuinely good capital discipline. But this pillar grades cash delivered to the shareholder
after the business has taken what it needs, and a record that delivers strongly in two years of five, with
working capital days at 130 and a cash conversion cycle of 152 days absorbing more of each year's
operations, is a partial, not a pass. PARTIAL, with the upgrade path explicit: two consecutive years of
positive free cash flow while VOPL completes and capex normalises, and this pillar follows Iron Fortress to
a pass.

© DalalBytes Educational purposes only, not financial advice.



Summary

e Pillar 1. Sunrise: PARTIAL, ATBS demand expands across oilfield, water treatment and personal
care and Q1 FY27 revenue grew 28%, but IBB is a steady pharma annuity, antioxidants are price-led,
and management guides FY27 margins of 26 to 27% below the FY26 print

e Pillar 2. Leadership: PASS, a founder who built two global niches from a Rs 14 cr first plant and a
Wharton-trained successor in role since 2018 who delivered the ATBS expansion and the Veeral
merger, with the delayed VOPL ramp the recorded deduction

e Pillar 3. Moat: PASS, about 65% global share in both IBB and ATBS per CARE, regulated and
formulation qualification lock-in at customers including BASF, Dow and SNF, and feedstock
integration from India's largest IB position; the moat stops at antioxidants and the unproven VOPL
slate

e Pillar 4. Iron Fortress: PASS, borrowings about nil, gearing of 0.01x, net worth of about Rs 3,161 cr,
CARE AA+ Stable reaffirmed October 8, 2026, promoters at 74.29% with zero pledging; watch items
are inventory days of 110 and a heavier fixed asset base

e Pillar 5. Free Cash Flow: PARTIAL, operating cash flow of Rs 558 cr and CFO to EBITDA of 106%
in FY26 against free cash flow negative in three of five years as capex funded the build phase, with
FY26 free cash flow of Rs 288 cr the recovery print

Good-to-moderate fit, 3 of 5 pass. The engine's read: the moat, the leadership and the balance sheet are
as good as this framework finds in Indian specialty chemicals, and the two partial pillars describe the same
fact from two sides, a company in the middle of a self-funded capacity build into steady rather than
booming end markets. Cash delivery and demand speed, not franchise quality, are what the next two
years must prove. That matches the investment report's 70/100 Selective Positive: the franchise grades
higher than the current cash and growth print, and the reference price of Rs 1,118.60, near the 52-week
low, already charges the shareholder for part of that gap.

What changes the grade: Sunrise upgrades to pass if ATBS volumes compound at the Q1 FY27 pace for a
full year and VOPL products add a visible growth leg, and downgrades to fall if oilfield demand turns down
hard. Free Cash Flow upgrades to pass on two consecutive positive years as capex normalises, and
downgrades to fail if working capital keeps absorbing operating cash while free cash flow stays negative.
Moat is re-graded if ATBS or IBB share slips materially from about 65%, or if antioxidant pricing pressure
spreads into the flagship contracts. Iron Fortress stays pass while gearing remains near zero, and
Leadership is re-graded on the VOPL completion record, in either direction.
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Sources

e Screener.in consolidated company page, accessed October 20, 2026: profit and loss FY22 to FY26,
cash flow and free cash flow series, balance sheet (borrowings, reserves Rs 3,151 cr, net worth
about Rs 3,161 cr, fixed assets Rs 2,122 cr, CWIP Rs 214 cr), ratios (CFO to EBITDA 106% in FY26,
debtor days 85, inventory days 110, cash conversion cycle 152 days, ROCE 19.8%, ROE 14.9%),
shareholding to September 2026 (promoters 74.29%, zero pledging)

e CARE Ratings, October 2025 review and October 8, 2026 reaffirmation (AA+ Stable / A1+): about
65% global share in IBB and ATBS, India's largest IB and butyl phenols maker, sole domestic
producer positions, total borrowings Rs 26.71 cr and gearing of 0.01x, Q1 FY27 revenue Rs 696 cr,
VOPL ramp delay in FY26, US tariff impact negligible

e Company disclosures and results: founding 1989, Mahad IBB production from July 1992, ATBS at
Lote from October 2002, leadership (Vinod Banwarilal Saraf, Chairman; Vinati Saraf Mutreja, MD and
CEO since 2018), ATBS capacity to 50,000 MT (November 5, 2025, via Kotak summary), Veeral
Additives merger December 2023 with 24,000 TPA antioxidants, VOPL capacities and about Rs 500
cr programme, standalone FY26 PAT Rs 488 cr against consolidated Rs 444 cr, FY26 dividend Rs
8.50, FY27 EBITDA margin guidance of 26 to 27%

e Broker notes as cited in the data pack: antioxidant pricing pressure from China and Singapore supply

e Full source list in the companion investment report.

DalalBytes Research. Estimates labelled as such are DalalBytes modelling. Verified facts are drawn from the sources above as at
October 20, 2026.
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