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A play in niche Marine Chemicals 

Financial summary (Rs m) 

Y/e 31 Mar, Consolidated FY21A FY22A FY23ii FY24ii FY25ii 

Revenues (Rs m) 7,408 11,304 14,922 19,842 24,973 

Ebitda margins (%) 35.4 41.3 44.0 46.5 42.0 

Pre-exceptional PAT (Rs m) 666 1,882 4,023 6,711 7,680 

Reported PAT (Rs m) 666 1,882 4,023 6,711 7,680 

Pre-exceptional EPS (Rs) 6.5 18.2 35.8 54.5 62.4 

Growth (%) NM 182.5 96.5 52.4 14.4 

IIFL vs consensus (%)     4.4 (2.8) (0.9) 

PER (x) 96.5 34.2 17.4 11.4 10.0 

ROE (%) 170.1 112.9 46.5 37.2 30.4 

Net debt/equity (x) 11.4 3.0 (0.2) (0.4) (0.5) 

EV/Ebitda (x) 27.7 15.4 10.3 7.4 6.0 

Price/book (x) 88.8 24.6 4.8 3.6 2.6 

OCF/Ebitda (x) 0.5 0.7 0.6 0.8 0.6 

Source: Company, IIFL Research. Priced as on 17 March 2023 
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CMP Rs622 

12-mth TP (Rs)    750 (21%) 

Market cap (US$m)   928 

Enterprise value(US$m) 874 

Bloomberg  ACI IN 

Sector Chemicals 
 

Shareholding pattern (%) 

Promoter 53.6 
Pledged (as % of promoter share) 0.0 

FII 6.0 

DII 29.8 
   

52Wk High/Low (Rs) 677/407 

Shares o/s (m) 123 

Daily volume (US$ m) 2.7 

Dividend yield FY24ii (%) 0.0 

Free float (%) 46.4 

 

Price performance (%) 
 

 1M 3M 1Y 

Absolute (Rs) (2.5) 22.3 - 

Absolute (US$)      (2.2) 22.8 - 

Rel.to Smallcap 0.6 30.3 - 

Cagr (%) 3 yrs 5 yrs 

EPS (Rs) - - 
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Company update 
 

Initiating coverage 

20 March 2023 
 
 
 

We initiate coverage on Archean Chemical Industries (ACIL) 

with a BUY recommendation and 1YF (Mar’24) TP of Rs750 
(12x FY25 P/E). ACIL is a leading Specialty Marine Chemical 
manufacturer in India, mainly focussed on bromine. ACIL 

substantially augmented its bromine capacity from 10ktpa to 
28.5ktpa by end of FY21, and is on track to add further 

14ktpa to the same while also expanding its industrial salt 
production capacity. Besides, the company is embarking into 
bromine-derivative performance products within next two 

years, with an investment of Rs2.5bn. 
 

Leading position in bromine and industrial salt: ACIL is the 
largest exporter of bromine and industrial salt from India. The 
company’s strong market position is due to factors such as its 

relationship with global customers, established infrastructure and 
access to brine reserves at the Rann of Kutch. ACIL is a member-
signatory to ‘Responsible CARE’ under Indian Chemical Council. 
 

Foray into bromine derivatives: ACIL has already established a 

strong footprint in bromine and is in the midst of adding further 
bromine capacity (from 28.5Kt to 42.5Ktpa) — to support the next 

leg of growth. ACIL plans to enter into bromine derivative 
performance products, including brominated flame retardants 
(capacity: 10ktpa), clear brine fluids (13ktpa) and bromine catalysts 
used for the synthesis of pure terephthalic acid (5ktpa) — by 

4QFY24. Total capex envisaged for these derivatives is Rs2.5bn. 
 

Earnings to grow further, despite high base: Earnings from 

base businesses of industrial salt and bromine would be supported 
by volumes inching up through incremental capacities. Bromine 
derivatives is an FY25 story, as the commissioning would take place 

only by 2HFY24. Based on the aforementioned drivers, we have built 
29%/26% Cagr revenue/Ebitda Cagr over FY23-25ii. Additionally, 
there would be significant reduction in finance cost in the upcoming 

quarters. Thus, we expect healthy profitability, with an EPS Cagr of 
32% over FY23-25ii.  
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Company profile 
 

Background 
Archean Chemical Industries (ACIL) is a leading Specialty Marine 
Chemical manufacturer in India focused on manufacturing and 

exporting bromine, industrial salt, and sulphate of potash to 
customers around the world. The company is the largest exporter of 
bromine and industrial salt in India. ACIL sources raw materials from 

the brine reserves in the Rann of Kutch and manufactures its 
products at its facility near Hajipir in Gujarat. Its products are 
marketed to 18 global customers across 13 countries and also to 24 

domestic customers. 
 
Figure 1: Revenue and margin trend 

 
Source: Company, IIFL Research 

 

 
 
 

 
 
 

 

 
 
 
Figure 2: Breakdown of revenues based on product portfolio 

 
Source: Company, IIFL Research 

 
Key products 
 Bromine: Bromine is recovered from soluble salts found in 

seawater, salt lakes, inland seas and brine wells. It is produced 
from brine after separation of most of the sodium chloride and 
potash. ACIL is a market leader in Indian bromine merchant 

sales (traded bromine in the market) and is also the largest 
exporter of Bromine from India. 

 Industrial salt: Industrial salt has a high demand due to the 

diversity of applications in the Oil & Gas industry, Chlor-alkali 
industry, and De-icing Chemical industry. The company is the 
largest exporter of industrial salt in India. 

 Sulphate of potash: Sulphate of potash, also known as 
potassium sulphate, is a high-end, specialty fertiliser for chlorine-

sensitive crops. ACIL is the only manufacturer of sulphate of 
potash from natural sea brine in India. 

 

12.9%

24.3%

35.4%

41.3%

0%

10%

20%

30%

40%

50%

0

2,000

4,000

6,000

8,000

10,000

12,000

FY19 FY20 FY21 FY22

Revenue (LHS) % Ebitda margin (RHS)(INR m) (%)

39.8% 35.4%
46.5% 53.5% 50.9%

53.0% 57.9%
49.1%

45.4% 48.9%

7.1% 6.7% 4.4% 1.1% 0.2%

0%

20%

40%

60%

80%

100%

FY19 FY20 FY21 FY22 9MFY23

Bromine Industrial salt Sulphate of potash



 

  

  

 

ranjit.cirumal la@ii flcap.com 

Archean Chemical – BUY 

 

3 

Figure 3: ACIL’s manufacturing capacity and utilisation levels for key products 

Products 
FY19 FY20 FY21 FY22 

Capacity % utilized Capacity % utilized Capacity % utilized Capacity % utilized 

Bromine 10.5 98.0% 10.5 84.3% 28.5 51.8% 28.5 71.2% 

Industrial salt 3,000 74.3% 3,000 96.8% 3,000 96.0% 3,000 119.5% 

Sulphate of potash 130 10.1% 130 14.7% 130 1.5% 130 1.9% 

Source: Company,*Capacity in thousand tons, IIFL Research 

 
Figure 4: Manufacturing process for bromine 

 
Source: Company, IIFL Research 
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Manufacturing process 
The company has an integrated production facility for manufacturing 
bromine, industrial salt, and sulphate of potash, at Hajipir —located 

at the northern edge of the Rann of Kutch brine fields. 
 

The manufacturing unit, salt fields and brine reservoirs/channels in 
the vicinity of unit stretch around 35kms. In order to attain optimum 
levels of purity, industrial salt requires water during cleaning 

process. The unit is equipped with a 10MW cogeneration plant. The 
company plans to add solar panels to generate 1.5MW through 
renewable energy sources. 

 
Raw materials 
Major raw materials for ACIL’s process plant come from its brine 

field, which include industrial salt, kainite and end bittern. Other raw 
materials are primarily sourced from third party suppliers in India. 
The company sources most of its raw materials from domestic 

suppliers located within 500 km from its manufacturing facility. 
Major raw materials include brine, chlorine, sulphuric acid, sulphur, 
lime, caustic soda, coal, water and castor oil. Prices of most raw 

materials are based on, or linked to, international prices. The 
company does not usually enter into long-term supply contracts with 
any of its raw material suppliers and typically sources raw materials 

from third-party suppliers under shorter contracts; or purchases 
them from the open market. 
 

Long-standing relationships 
ACIL’s products are sold to 18 global customers across 13 countries 
and also to 24 domestic customers. Its customers include leading 

domestic and international MNC’s such as Sojitz Corporation, 
Shandong Tianyi Chemical Corporation, Unibrom Corporation, 

Wanhau Chemicals and Qatar Vinyl Company Limited. 
 

Figure 5: Breakdown of revenues: Exports and Domestic business 

 
Source: Company, IIFL Research 

 
The company has relations that have lasted >5 years with seven out 
of its top ten customers. Its long-term relationships and ongoing 

active engagements with customers allows itself to plan capital 
expenditure, enhance its capabilities and benefit from increasing 
economies of scale with stronger purchasing power for raw materials 

and a lower cost base. These customer relationships have helped 
ACIL to expand its product offerings and geographic reach. 
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Figure 6: Customer concentration in terms of revenue 

 
Source: Company, IIFL Research 

 
Figure 7: Region-wise sales 

Geographic breakdown FY19 FY20 FY21 FY22 

India 19.6% 21.6% 25.6% 29.7% 

Japan 7.0% 12.2% 10.1% 6.2% 

China 58.7% 41.2% 37.7% 36.3% 

South Korea 1.2% 9.8% 12.5% 5.6% 

Rest of Asia 6.6% 8.8% 10.2% 19.5% 

Europe 7.0% 6.4% 3.9% 0.9% 

Africa 0.0% 0.0% 0.0% 1.8% 
 

Source: Company, IIFL Research 
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Corporate history 

 

Promoter background 
Promoter group is based out of Chennai, Tamil Nadu.  
Mr. Brahmanandam Pendurthi is the founder and first generation 

promoter. Since the western belt of Gujarat features abundant 
availability of salt brines given its natural terrain, promoters 
identified opportunity in the Rann of Kutch, in the form of industrial 

salt. 
 
Mr. Brahmanandam Pendurthi has two sons: Ranjit Pendurthi and 

Ravi Pendurthi. ACIL’s majority of promoter shareholding is held 
with Mr. Ranjit Pendurthi, while Mr. Ravi Pendurthi has only 4% of 
total shareholding (aggregate of direct and indirect holding).  

Mr. Ranjit Pendurthi joined the company in 2002, after completing 
his studies in the US. His focus was mainly inclined towards BD of 
marine-based chemicals in India. Mr. Ravi Pendurthi (Non-Executive 

Director) looks after promoter group businesses (mainly coal mining) 
outside India. The above businesses are well divided between both 
the sons since early days and hold minuscule stake in each other’s 

businesses. 
 
Feasibility study for manufacturing base, products 

Archean Chemical Industries was established as a partnership firm 
during 2003. Management conducted feasibility study to identify 
right set of products. Given ample applications of bromine and its 

global scarcity, Archean Chemical Industries decided to venture into 
bromine in 2005 with an initial capacity of 10.5Ktpa. ACIL was 
awarded a lease hold land parcel in the Rann of Kutch in 2008. 

 
Rs12bn closure for setting up initial capacities 
The partnership firm was converted into Pvt Ltd company, during 

2009. After completing pre-feasibility studies, ACIL completed 
financial closure of the project in 2010, with a total amount of 
Rs12bn through Rs8bn in debt and Rs4bn equity infusion. 

 
 

 
At the onset, the projected commercial operation date (COD) of 
marine chemical complex project was Apr-13. Industrial salt 

operations commence in a timely manner in Apr-13. However, due 
to challenging topography, operations of bromine and sulphate of 
potash got delayed and was commenced by May’14 and Apr’15, 

respectively. Delay in commencement of bromine and SOP 
operations led to cash flow mismatch, leading to slight delay in 
repayment of bank dues. However, as per management, the 

company has never defaulted in repayment of bank dues. 
 

Restructuring of debt 
With a debt of ~Rs8bn (~12% interest rate) and delay in 
commissioning of bromine capacity, ACIL witnessed several 

challenges in servicing of debt and interest. Nevertheless, it got 
some advance payments from Sojitz for supply of industrial salt, 
which was used for debt repayment. Subsequently, the bank loan 

was realigned by consortium of Banks under Scheme for sustainable 
structuring of stressed assets (S4A) as prescribed by Reserve Bank 
of India (RBI). Thus, as per scheme of restructuring, in 2017 a 

consortium of banks agreed for balloon repayment of debt at the 
end of tenure. 
 

Meanwhile, ACIL was in the process of expanding bromine capacity 

from 10.5Ktpa to 28.5KKtpa, with a capex outlay of Rs1.6bn. As 
there were constraints on credit funding from banks, the company 
approached NBFCs for structured finance. Hence, with the help of 

strategic financing from India Resurgence Fund, ACIL completed 
bromine capacity expansion in 2021. 
 

Strategic investment by India Resurgence Fund 

In order to refinance debt availed from banks earlier and to support 
bromine expansion, promoters issued NCDs to India Resurgence 

Fund (IRF) (a JV between Piramal Enterprises and Bain Capital 
Credit) amounting to Rs8.4bn during 2018 for a period of six years 
at ~17% interest rate. Bain Capital performed due diligence of the 

company and approved the strategic investment with a conclusion 
that outlook for bromine is positive.  
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Prior to filing Red Herring Prospectus for the IPO, as per the terms of 
agreement, ACIL converted NCD’s issued to IRF, resulting into rise in 
IRF’s stake from 27% to 32%. Post conclusion of IPO, IRF’s stake in 

the company has now reduced to ~12%. ACIL raised ~Rs8bn in the 
form of fresh proceeds from IPO for the repayment of balance NCDs. 
 

Figure 8: Corporate history 

Year Event / milestone 

2011 Strategic investment of ~Rs225mn by Sojitz Corporation 

2013 Commenced industrial salt operations and exports to Japan/South Korea 

2014 Commenced production of bromine and exports to China 

2015 Commenced production of sulphate of potash 

2018 
Strategic investment by India Resurgence Fund, a JV between Piramal 
Enterprises Ltd and Bain Capital Credit, and issued listed and redeemable NCDs 
aggregating to Rs8.4bn. 

2021 Expansion of bromine capacity from 10.5Ktpa to 28.5Ktpa 
 

Source: Company, IIFL Research 
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Industry overview 
 

Bromine 
Bromine is a naturally occurring element. The most recoverable form 
of bromine is from soluble salts found in seawater (chief commercial 

source), salt lakes, inland seas and brine wells. Bromine is produced 
from brine after separating most of the sodium chloride and potash. 
Bromine in much higher concentrations are found in inland seas and 

brine wells. Much of the bromine and brominated compounds are 
manufactured at the Dead Sea in Israel, Jordan and in the US. It is 
widely used as a reactant and catalyst for manufacturing a variety of 

products, such as agrochemicals, biocides, water disinfectants, 
pharmaceuticals intermediates, dyes, completion fluids, flame 
retardants, and photographic chemicals. 

 
According to the F&S Report, global Bromine industry was valued at 
~US$3.1bn in 2021. From 2017 to 2019, the global bromine 

industry grew at a Cagr of 1.2%, from US$2.9bn in 2017 to 
US$3.2bn in 2019. Global Bromine industry is expected to grow at a 
5.8% Cagr, between 2020 and 2025. 

 
Figure 9: Global Bromine market size 

 
Source: Statista and Frost and Sullivan analysis; F&S Report, IIFL Research 

Figure 10:  Global Bromine market volumes 

 
Source: Statista and Frost and Sullivan analysis; F&S Report, IIFL research 
 

Bromine finds applications in chemicals, rubbers, plastics, 

agrochemicals, oil and gas, pharmaceuticals, electronics, textiles and 
other industries. Global bromine market can be segmented into 
applications such as flame retardants, clear brine fluids, biocides, 

brominated organic intermediates, fungicides and others. 
 

Figure 11:  Bromine market split based on end user application 

 
Source: Frost and Sullivan analysis; F&S Report, IIFL research 
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Typical cost of production of elemental bromine is US$500-600/t for 
Israel and Jordan, US$800-1,000/t for Arkansas, US$900-1,100/t for 
India, US$ 1,500-1,700/t for China and >US$2,500/t for Japan. 

Considering the lower cost of production, Israel and Jordon have 
high production capacities and are market leaders in bromine 
production. 

 
Figure 12:  Bromine concentration across the globe 

 
Source: Frost and Sullivan analysis; F&S Report, IIFL Research 

 
Figure 13:  Relative cost of production across bromine concentrated regions 

 
Source: Albemarle, IIFL Research 

India’s bromine production is from Bittern and produced from the 
underground brine mainly concentrated towards the western state of 
Gujarat. According to the F&S Report, with abundant resources, 

India's bromine capacity has developed rapidly, from 20Ktpa in year 
2008 to 60Ktpa in year 2020. Bromine production in India ramped 
up from 20.5Ktpa in FY15 to 46Ktpa in FY21 (estimated) — out of 

which, approximately 13.5Ktpa was used for captive consumption. 
 
Figure 14:  India bromine market (in tons) 

 
Source: Frost and Sullivan analysis; F&S Report, IIFL Research 

 

As demand for bromine in India exceeds its production volume, a 
portion of the bromine demand are met by imports. Imports have 
been from nations like Jordan (53%), Israel (41%), and United 

States (4%). 
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Figure 15:  India bromine imports and import realisations 

 
Source: Ministry of Commerce and Industry, IIFL research 
 

On the other hand, bromine has been exported by India at higher 

prices than bromine imported in India. According to the F&S Report, 
most of the bromine (approximately 95%) were exported to China 
and other nations like Russian Federation, Ukraine, United Kingdom 

and Vietnam. 
 

Figure 16:  India bromine exports and export realisations 

 
Source: Ministry of Commerce and Industry, IIFL research 

Key players in Indian Bromine industry 
Sea bittern obtained in Kutch has very good contents of bromine, 
and can be used for bromine manufacturing. Most important factor 

to consider is Bromine concentration in brine for a plant to operate 
profitably. The area for feed is limited to Rann of Kutch, which is 
200km x 200km 7 metre deep sponge with 40% porosity. BSF 

permission is essential to access the sponge. All the existing players 
have taken up the most feasible area available in the region. 
Accordingly, for any new plant, availability of rich raw material is a 

concern. 
 

Figure 17:  Bromine players in India (volumes as on FY21) 

Company 
Production 

(KT) 
Captive consumption 

(KT) 
Net merchant sales 

(KT) 

Archean Chemical 
Industries 

14 - 14 

Satyesh Brine Chem 3 - 3 

Solaris Chemtech 18 
10.5 14.5 

Agrocel 7 

Nirma 2 2 - 

Tata Chemicals 1 1 - 

Dev Salt Private Ltd 1 - 1 

Total 46 13.5 32.5 

Source: F&S Report, IIFL Research 
 

Bromine global end-user applications 
 

Figure 18:  Bromine end-user market expected growth  

End use applications Expected Growth Rate (2021 to 2025) 

Flame Retardants 5.5-6.5% 

Clear Brine Fluids 5.2-6.2% 

PTA Synthesis 5.0-6.0% 

Biocides 4.8-5.8% 

Fungicides 5.0-6.0% 

Others 4.3-5.3% 

Source: F&S Report, IIFL Research 
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Flame retardants 
Bromine is commonly used in flame retardants, due to its high 
atomic mass and general versatility across a wide range of 

applications and polymers. There are over 70 different types of 
brominated flame retardants (BFRs) with different properties 
(reactive, polymeric, halogenated, etc.). 
 

BFRs are commonly used to prevent fires in electronics and electrical 

equipment, which accounts for above 50% of their applications. In 
addition, BFRs are used in wire and cable compounds, for example, 
for use in buildings and vehicles and other building materials, such 

as insulation foams. 
 

EU countries are focused on the implementation of stringent fire 
safety regulations in the automotive, electronics, consumer goods, 
and textile industries. Apart from the EU, countries across the globe 

also follow different fire safety standards and regulations. Therefore, 
it is important for the manufacturers of automobiles, electronics, 
consumer goods, and textiles to meet the fire safety regulations of 

the respective countries. These safety standards and regulations 
have raised the demand for flame retardants globally. According to 

the F&S Report, global BFRs market is expected to grow at a 6% 
Cagr, from US$1,460bn in 2021 (estimated) to US$1,843bn in 2025. 
 

Clear brine fluids 
Bromine is widely utilised in the Oil & Gas Drilling industry in the 

form of clear brine fluids. The types of clear brine fluids, besides 
being a derivative of bromine are calcium bromide, zinc bromide, 

and sodium bromide fluids. Clear brine fluid is a chemical compound 
that is used at times along with additives in well completion 
operations to make the solids free from brines. These fluids are 

extensively used in the Oil & Gas well-drilling industry, to reduce the 
likelihood of damage to the well bore and productive zone. Brine 
fluids have high density, thus preventing migration of fluids between 

underground formations through the well bore. According to the 
Company Commissioned F&S Report, global clear brine fluids market 
is projected to register a Cagr of more than 3.6% from US$1,073mn 

in 2021 (estimated) to US$1,236mn in 2025. 
 

Pure Terephthalic Acid (PTA) 
Bromide is used in the production of pure terephthalic acid (PTA). 
PTA is the important source material for the production of polyester. 

A majority of PTA is consumed in the development of polyester 
resins, such as polyester films, polyester fiber and yarn, and PET 
material bottles. PTA is also used as an intermediate in the 

manufacturing of liquid crystal polymers, plasticizers, polybutylene 
terephthalate, and others (that include cyclohexane dimethanol, 
terephthaloyl chloride, polytrimethylene terephthalate, and 

copolyester ether elastomers). Polyesters manufactured using PTA 
are used in various industries, such as textiles and packaging. With 

overall growth in economic affordability, the increase in adoption of 
polymers, PTA requirement is expected to increase with time. 
According to the Company Commissioned F&S Report, the global 

PTA market is expected to grow at 6.6% Cagr from US$317bn in 
2020 to US$437bn in 2025. 
 

Industrial salt 
According to the F&S Report, global industrial salt market has seen 
no major growth from 2017 to with 2019 with consumption at 

173mn MT. However, global market likely to grow at a 2.8% Cagr, 
from 157mn MT in 2020 to 185mn MT in 2025, according to the 
Company Commissioned F&S Report. 
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Figure 19:  Global market size for industrial salt 

 
Source: Frost and Sullivan analysis; F&S Report, IIFL Research 

 
 
Figure 20:  Global usage of industrial salt (2021) 

 
Source: Industry Experts and Frost and Sullivan analysis; F&S Report, IIFL Research 

 

 

Figure 21:  India market size for industrial salt 

 
Source: Statista, Indian Bureau of Mines, Frost and Sullivan analysis; F&S Report, IIFL Research 

 

According to the F&S Report, ACIL is the leading and largest 
industrial salt exporter in India by volume. The company has well-
developed and integrated scale salt works in Gujarat in India and 

enjoys cost advantage as the facilities’ have proximity to port. While 
there are umpteen small traders and exporters from India, only few 
top exporters from India having export volumes over 1mn MT. 

 
Figure 22:  Key players in India for industrial salt (FY21) 

Company Exports (mn tons) 

Archean Chemical Industries 2.7 

The Kutch Salt And Allied Industries Ltd. group 
(including Friends Impex India) 

1.2 

Source: F&S Report, IIFL Research 
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Sulphate of potash (SOP) 
SOP, which is also known as Potassium Sulphate, is a premium 
quality nutrient for the growth of high-value crops. The global 

Sulphate of Potash market was approximately 6.9mn tons in 2021. 
Global Sulfate of Potash market is expected to reach 8.7mn tons by 
2025 from 6.9mn tons in 2021, at a Cagr of 6.0% in the forecast 

period 2021 to 2025. Global SOP market is driven by the rising 
advantages of SOP over MOP. China is the largest consumer of SOP 
in the world. 

 
Figure 23:  Global SOP market size 

 
Source: Superior Fertilizer Corp, Frost and Sullivan analysis; F&S Report, IIFL Research 

 

The overall SOP market in India was approximately 55,757 MT in 
Fiscal 2020. According to the Company Commissioned F&S Report, 
growth in SOP in India is expected to follow the global trend of 

approximately 6% until 2025. 
 

Figure 24:  India SOP market size 

 
Source: Statista, Frost and Sullivan analysis; F&S Report, IIFL Research 

 
Sulphate of Potash is predominately produced from sea brine in 
India. ACIL is India’s only large-scale producer of fertiliser grade 

water soluble sulphate of potash. Globally, the other key players in 
the POS industry include Tessenderlo Group, Nutrien and Mosaic 
Company. The cost of production of SOP is lowest for brine-based 

production. Archean Chemical Industries Ltd., is among the top 
three cost competitive producers globally. 
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Strengths 

 

Leading position in growing products 
ACIL is a leading Specialty Marine Chemical manufacturer in India, 
since 2013. According to Frost & Sullivan, ACIL is the largest 

exporter of bromine and industrial salt in India and has amongst the 
lowest cost of production globally in bromine and industrial salt. The 
company attributes its strong market position to factors such as 

long-standing relationship with global customers, established 
infrastructure and access to brine reserves at the Rann of Kutch. 
ACIL’s leadership position and low-cost production offers competitive 

advantages such as product pricing, economies of scale, the ability 
to scale business, increase customer loyalty and expand client base. 
 

High entry barriers in Specialty Marine Chemicals 
The Specialty Marine Chemicals industry has high entry barriers, 
which include the high cost and intricacy of product development, 

manufacture, and investment in brine fields, limited availability of 
raw materials necessary for production and number of locations with 
a suitable climate and access to reserves. The lead time, buildup of 

customer confidence and relationships can only be achieved through 
a long gestation period. 
 

For instance, any existing or prospective bromine manufacturer 
would require to incur a large capex towards set up of infrastructure, 
to cope up with technology changes and time investment in product 

approval cycle. According to Albemarle Corp, it takes around three 
to four years to develop brine fields. 
 

Given the nature of the application of ACIL’s products and the 
processes involved, products are subject to, and measured against, 
high quality standards and sensitive and rigorous product approval 

systems with stringent impurity specifications. Further, because end 
products manufactured by ACIL’s customers are typically subject to 
stringent regulatory and industry standards, any change in products’ 

vendor may require significant time and expense for customers, 
which acts an entry barrier. Thus, customer acquisition is difficult 

and limits the number of competitors involved in products 
manufacturing. 
 

Sourcing and handling of raw materials 
ACIL consumes brine from surrounding reservoirs as a raw material, 
which provides the company a cost advantage over other producers, 

creating further barriers for new entrants. ACIL’s existing brine fields 
were established over a period of three to four years, before 
commercial cultivation was possible. Accordingly, the development 

time of brine reservoirs creates an entry barrier to potential 
domestic competitors. 
 

Bromine and certain raw materials used in production are highly 

corrosive, hazardous and toxic chemicals. Therefore, handling these 
chemicals requires a high degree of technical skill and specialised 
expertise. Operations involving such hazardous chemicals must be 

undertaken only by personnel well trained to handle such chemicals. 
The company believes that the level of technical skill and expertise 
essential for handling such chemicals can only be achieved over a 

period of time, which creates entry barriers for new market entrants. 
Management believes that the company‘s experienced personnel 
have the technical skill and expertise necessary for handling such 

products. 
 
Established infrastructure and integrated production 

ACIL has an integrated production facility for its bromine, industrial 
salt, and sulphate of potash operations, located at Hajipir, Gujarat, 
which is located on the northern edge of the Rann of Kutch brine 

fields. According to Frost & Sullivan, ACIL has one of the largest salt 
works at one single location in the world. The company’s industrial 
salt washing facility has three washeries, each having a capacity of 

200 tons/hour. The facility is equipped with its own quality 
department, effluent treatment plant, sewage treatment plant and 

stockyard. 
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In India, industrial salt is produced using the solar evaporation 
method —more cost-efficient vs mining method, as per Frost & 

Sullivan. Production cost of salt from brine primarily consists of the 
processing cost, utility, manpower costs, fixed costs and 
transportation to the market/consumer. ACIL has increased the 

mechanisation of its production process which will bring further 
increased efficiencies and product consistency. The cost of 
production for Industrial salt from sea water brine is about US$12-

15/MT, while the company’s costs are in the range of US$5.5-6/MT. 
Further, the quality of salt is on par with Grade 1 salt required by 
chlor-alkali producers. ACIL’s best-in-class cost position along with 

the quality of its product has enabled to become a competitive salt 
exporter to South East Asian markets and West Asia for over nine 
years. 

 
Figure 25:  ACIL’s gross margin and Ebitda margin trend 

 
Source: Company, IIFL Research 

 
In bromine production, India is among the top 5 cost competitive 
producers globally with China and Japan being more expensive and 

the United States (Arkansas), Israel and Jordan less expensive than 
India. ACIL’s cost competitiveness has helped it to become the 
largest Indian exporter of bromine and the leader in merchant sales 

(traded bromine in the market rather than captive production). 

Figure 26:  Bromine concentration across the globe 

 
Source: Frost and Sullivan analysis; F&S Report, IIFL Research 

 

Strong focus on sustainability 
The company undertakes an annual environment and safety audit 
and strive to ensure that it does not discharge any harmful elements 

from the manufacturing operations. ACIL has an environmental, 
health and safety team, and became member-signatory to 
‘Responsible CARE’ under Indian Chemical Council. It also holds 

accreditation for ‘Integrated Manufacturing Site (IMS)’. The company 
has implemented an environmental management plan focused on: 
 ensuring that the manufacturing facility is compliant with 

environmental guidelines and standards set forth by regulatory 
agencies 

 ensuring that adequate pollution control systems are installed 

and operating satisfactorily 
 Ensuring that the pollution concentration of treated effluent, 

ambient air, and stack air are within the prescribed standards set 

forth by regulatory agencies 
 Ensuring proper waste management handling and that disposal 

system procedures are in place and followed by all employees. 
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Largest Indian exporter of bromine and industrial salt 
ACIL has 13 global customers and 29 domestic customers. The 
major customers include, for industrial salt, Sojitz Corporation 

(which is a strategic partner and stakeholder in the company), 
Wanhau Chemicals and Qatar Vinyl Company Ltd; and for bromine, 
Shandong Tianyi Chemical Corporation and Unibrom Corporation. 

ACIL completely exports industrial salt volumes outside India. 
 
Some of the key geographies to which ACIL exports include Japan, 

South Korea, China, Qatar, Belgium and the Netherlands. The 
company enjoys relationships in excess of five years with seven out 

of the top ten customers. ACIL’s long-term relationships and ongoing 
active engagements with customers also allow it to plan the capital 
expenditure, enhance ability to benefit from increasing economies of 

scale with stronger purchasing power for raw materials and a lower 
cost base. These enduring customer relationships also have helped 
ACIL to expand its product offerings and geographic reach. 

 
Figure 27:  Archean Chemical breakdown of bromine revenues 

 
Source: Company, IIFL Research 
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Strategies 

 

Expansion of bromine and industrial salt capacities 
According to Frost & Sullivan, the Bromine global market size was 
US$3.03bn in CY2020— market expected to grow at 5.6% Cagr, 

between CY2020 and CY2025. The company completed bromine 
expansion in FY21, by adding 18Ktpa (capex incurred of Rs1.6bn), 
and the capacity now stands at 28.5Ktpa. The company is looking to 

add another 14Ktpa (from 28.5Ktpa to 42.5Ktpa) with a minimal 
capex of ~Rs180mn by end of FY23, to be funded through internal 
accruals. Incremental bromine capacity would be used towards 

downstream derivatives identified by the company. 
 
Figure 28:  Bromine capacity addition and utilisation trend 

 
Source: Company, IIFL Research 

 
Additionally, to cater to the growing demand from the existing 

customers and to meet requirements of new customers, ACIL intend 
to expand the manufacturing capacities for industrial salt production 
by adding an additional washery of 250 tons per hour. This will 

increase industrial salt processing capacity, from the current 3.6mn 
tons to 4.5mn tons by end of FY24 and 5mn tons by end of FY25. 
 

Figure 29:  Industrial salt capacity addition and utilisation trend 

 
Source: Company, IIFL Research 

 

Expansion into downstream bromine derivatives 
ACIL plans to expand its product line into bromine derivative 
performance products in the next two to three years, in particular 

brominated flame retardants, clear brine fluids and bromine 
catalysts used for the synthesis of pure terephthalic acid (“PTA”). 
The total estimated cost for setting up the bromine performance 

derivatives products is ~Rs2.5bn, which will be funded through 
internal accruals. 
 

According to Frost & Sullivan, global demand for bromine derivatives 
is expected to increase with: 
 Global market for brominated flame retardants growing at 11% 

11% Cagr — from US$1,460mn in CY2021 to US$1,843mn in 

CY2025. Brominated flame retardants are used in the Electronics 

industry, wire and cable compounds and in everyday 
commodities such as rubber, textiles, washing machine, 
computers, televisions and others. 

 Global market for clear brine fluids growing at a Cagr of 3.6%, 
from US$1,073mn in CY2021 to US$1,236mn in CY2025. Clear 
brine fluids are used to produce calcium bromide used in oil 

drilling and organic synthesis, sodium bromide that is used in 
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water treatment, and zinc bromide that is used in water 
treatment and flow batteries. 

 Global market for PTA growing at 6.6% Cagr, from US$307mn in 

CY 2020 to US$437mn in CY2025. PTA is consumed in the 
development of polyester resins, such as polyester films, 
polyester fiber & yarn, and PET material bottles. PTA is also used 

as an intermediate in the manufacturing of liquid crystal 
polymers, plasticisers, polybutylene terephthalate, and others. 

 

ACIL is setting up a new facility to manufacture bromine 
performance derivatives products, through its subsidiary Acume 

Chemicals Private Limited. The proposed facility will be constructed 
on 34,983 square metres (~10 acres) parcel of land, which was 
acquired by ACIL in the GIDC, Ankleshwar (Jhagadia). The company 

has been granted ‘consent to establish (CTE)’ from government for 
the setup of new unit. ACIL would consume 10-12Kt of bromine 
captively towards bromine derivatives. 

 
Figure 30:  Capex projects in bromine derivatives 

Bromine derivatives Capacity addition (tons) Project completion 

High-end flame retardant 10,000 4QFY24 

Clear brine fluids 13,000 4QFY24 

PTA 5,000  4QFY24 

Source: Company, IIFL Research 

 
 

Figure 31:  Share of revenues from bromine derivatives to reach 25% by FY25 

 
Source: Company, IIFL Research 

 

Entering into flame retardants with order visibility 
Flame retardants would be an important stepping stone for ACIL, to 
be established as a prominent supplier in the global market. As 

mentioned earlier, China tops, in terms of ACIL’s export volumes. 
ACIL entered into an agreement to design, engineer, construct, 
commission and operate the plant, for producing with a Chinese 

technology provider (having 50Ktpa flame retardants capacity). The 
technology tie-up also includes buyback of minimum of 90% of the 
produced quantity by the Chinese technology provider, at mutually 

agreed pricing terms. Shipments will flow directly from India to end-
user customers in Europe and the US. The bromine volumes 
exported by ACIL to China would still remain unchanged. However, 

there is no exclusivity or take-or-pay clause attached to the 
agreement entered with the Chinese technology provider. Margin 
profile for this product is expected to be at healthy levels. 

 
In respect of PTA and clear brine fluids the company has 

experienced professionals and in-house R&D specialists with 
extensive knowledge in the process of production of clear brine fluids 
and the bromine catalysts needed for PTA synthesis. ACIL is adding 

13Ktpa capacity for brine fluids. ACIL is adding 5tpa of PTA catalyst. 
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Focus on building global customer base, enter new 
geographies 
ACIL exports to 18 global customers in 13 countries. The company 

enjoys relationships in excess of five years, with seven out of top ten 
customers. As per management, the long-standing relationships that 
the company has enjoyed with customers over the years and the 

increased orders received from them, indicate its position as a 
preferred source as against ACIL’s competition. 
 

The company has built long-standing relationships with the 
customers through various strategic endeavours. In addition, the 

company intends to continue to leverage its existing sales and 
marketing network, diversified product portfolio and the industry 
standing to establish relationships with new multinational, regional 

and local customers.  
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Financial analysis 

 

ACIL’s total revenues grew from Rs6.1bn in FY20 to Rs11.3bn in 
FY22. In FY20, revenue growth of ~7.5% was primarily due to 
increase in sales volumes of industrial salt, from 2.1mn tons in FY19 

to 2.6mn tons in FY20. 
 
In FY21 and FY22, the company benefitted from the bromine 

expansion project, leading to ~22% YoY revenue growth. The 
company completed bromine expansion by the end of FY21, by 
adding 18Ktpa (capex incurred of Rs1.6bn), and capacity now stands 

at 28Ktpa. Bromine sales volumes rose from 8,855 tons in FY20 to 
20,293 tons in FY22. Increase in bromine realisations by ~17%, due 
to continued decline in Chinese production, buoyancy in demand for 

bromine and its derivatives also aided revenue growth during FY21 
and FY22. 
 
Figure 32:  Revenue and margin trend 

 
Source: Company, IIFL Research 

 

 
 
 

 
 
Figure 33:  Average unit price for key products 
Average realisations FY19 FY20 FY21 FY22 
Bromine (Rs/kg) 222 243 233 299 
Industrial salt (Rs/t) 1,404 1,212 1,280 1,430 

Source: Company, IIFL Research 

 
Figure 34:  Bromine spot realisations have risen considerably post Covid, but have 
corrected considerably in recent months 

 
Source: Bloomberg, IIFL Research 

 
Bromine sales constituted ~54% of total revenues in FY22. Archean 
derives 55% of bromine revenues from domestic customers and 

remaining revenues from exports, mainly to China, Japan, South 
Korea, Qatar, Belgium and the Netherlands. 
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Figure 35:  Customer concentration, in terms of revenue 

 
Source: Company, IIFL Research 

 
Figure 36:  Region-wise sales 

Geographic breakdown FY19 FY20 FY21 FY22 

India 19.6% 21.6% 25.6% 29.7% 

Japan 7.0% 12.2% 10.1% 6.2% 

China 58.7% 41.2% 37.7% 36.3% 

South Korea 1.2% 9.8% 12.5% 5.6% 

Rest of Asia 6.6% 8.8% 10.2% 19.5% 

Europe 7.0% 6.4% 3.9% 0.9% 

Africa 0.0% 0.0% 0.0% 1.8% 
 

Source: Company, IIFL Research 

 
ACIL’s cost structures and margin profile are significantly different 
from a regular chemical manufacturing company. ACIL has amongst 

the lowest cost of production globally, in both bromine and industrial 
salt. ACIL sources raw materials from the brine reserves in the Rann 
of Kutch, located on the coast of Gujarat. Major raw materials for 
ACIL’s process plant come from its brine field —including industrial 

salt, kainite and end bittern. 

 

Packaging and freight expenses (includes transportation of industrial 
salt) represented ~32% of FY22 revenues, whereas power and fuel 
costs represented 9% of FY21 revenues. Ebitda margin improved 

from 24.3% in FY20 to 41.3% in FY22, owing to operating leverage. 
 
Figure 37:  A deeper dive into margins and cost structures 

Rsmn FY19 FY20 FY21 FY22 

Revenues 5,655 6,082 7,408 11,304 

     Cost of materials consumed 437 361 167 449 

% of revenues 7.7% 5.9% 2.3% 4.0% 

Changes in inventory 524 (358) (79) (56) 

% of revenues 9.3% -5.9% -1.1% -0.5% 

Gross profit 4,695 6,078 7,319 10,911 

Gross margin (%) 83.0% 99.9% 98.8% 96.5% 

     Employee benefits expense 304 345 353 378 

% of revenues 5.4% 5.7% 4.8% 3.3% 

Packaging and freight expenses 2,195 2,563 2,777 3,607 

% of revenues 38.8% 42.1% 37.5% 31.9% 

Power and Fuel 462 444 535 1,023 

% of revenues 8.2% 7.3% 7.2% 9.0% 

Loading charges 248 361 328 402 

% of revenues 4.4% 5.9% 4.4% 3.6% 

Repairs and maintenance 95 153 124 144 

% of revenues 1.7% 2.5% 1.7% 1.3% 

Other operating expenses 665 732 579 686 

% of revenues 11.8% 12.0% 7.8% 6.1% 

Ebitda 727 1,480 2,622 4,672 

Margin (%) 12.9% 24.3% 35.4% 41.3% 

Source: Company, IIFL Research 
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Figure 38: ACIL’s gross margin and Ebitda margin trend 

 
Source: Company, IIFL Research 
 

ACIL incurred net capex of ~Rs3.4bn over FY20-21. These were 
primarily towards improvement of the facility, investments in salt 

beds (3-4yr gestation period), upgradation of flotation circuit to 
improve Kainite Type Mixed Salt (“KTMS”) conversion ratio, 
investments in ISO containers for the export of bromine and ongoing 

debottlenecking of bromine capacity from 28.5Ktpa to 42.5Ktpa. 
 

Figure 39:  Capex and free cashflow generation 

 

Source: Company, IIFL Research 

Figure 40:  Working capital analysis 

 
Source: Company, IIFL Research 

 

ACIL’s RoCE improved from 14.1% in FY20 to 41.4% in FY22, owing 
to sharp improvement in margins. However, ROE ratio appears to be 
non-meaningful owing to low capital base and turnaround in 

profitability. 
 
Figure 41:  Return profile 

 

Source: Company, IIFL Research 
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Figure 42:  DuPont analysis 

 
Source: Company, IIFL Research 

 
With the help of strategic financing from India Resurgence Fund 

(IRF), ACIL completed bromine capacity expansion from 10.5Ktpa to 
28.5Ktpa in 2021. 
 
Figure 43:  Net debt trend 

 
Source: Company, IIFL Research 
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Peer comparison 

 

Competitive landscape – Global companies dominate bromine 
The most recoverable form of bromine is from soluble salts found in 
seawater (chief commercial source), salt lakes, inland seas and brine 

wells. Bromine is produced from brine after separation of most of 
the sodium chloride and potash. Inland seas and brine wells contain 
bromine in much higher concentrations. Much of the bromine and 

brominated compounds are manufactured at the Dead Sea in Israel, 
Jordan and in the US. According to Frost & Sullivan analysis, the 
global bromine volumes stood at 933Kt in 2021 and is expected to 

reach 1,056Kt by 2025F. Typical production cost of elemental 
bromine is US$500-600/t for Israel and Jordan, US$800-1,000/t for 
Arkansas, US$900-1,100/t for India, US$ 1,500-1,700/t for China 

and >US$2,500/t for Japan. Considering the lower production cost, 
Israel and Jordon have high production capacities and are market 
leaders in bromine production. 

 
Figure 44:  Bromine concentration across the globe 

 
Source: Frost and Sullivan analysis; F&S Report, IIFL Research 

 
 
 

 
 
Global competitors 

ICL Group (ICL; registered in Israel) and Albemarle Corporation 
(Albemarle) are among large MNC chemical conglomerates, with 
meaningful presence in bromine and bromine derivatives. ICL is a 

leading global specialty minerals company, with expertise in 
bromine, potash and phosphate resources. ICL is the world’s largest 
producer of elemental bromine, supplying over 33% of the global 

demand, with 200Ktpa of bromine output. Besides, ICL is also the 
largest global supplier of brominated flame retardants. ICL reports 

bromine business within Industrial Products segment. In the outlook 
shared during Oct’22, ICL aims to increase Ebitda contribution from 
bromine/bromine derivatives from US$500mn in 2021 to $800mn by 

2027 (margin expansion from 31% to 34% during the said period). 
This would be achieved by increase in sales mix derived from long-
term agreements, penetrating into EV value chain and value-added 

products across other end-user segments. 
 
Figure 45:  ICL establishes targets to increase Ebitda from bromine business 

 
Source: ICL Group, IIFL Research 
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Figure 46:  ICL bromine sales: split between long-term agreements and spot sales 

 
Source: ICL Group, IIFL Research 

 
Figure 47:  ICL aims to penetrate into EV value-chain 

 
Source: ICL Group, IIFL Research 

 
Albemarle is a global Specialty Chemicals company with leading 
positions in lithium, bromine and refining catalysts. It sources 

bromine from two locations: Arkansas (USA) and Dead Sea. It also 
procures bromine from Dead Sea through JV entity – Jordan 
Bromine Company Ltd. The three main products manufactured by 

Albemarle are: Clean Fuel Technologies (CFT), Fluidised Catalytic 
Cracking (FCC) and Performance Catalyst Solutions (PCS). 
 

India is a relatively small-scale producer of bromine 
India’s bromine production is from Bittern and produced from the 
underground brine, mainly concentrated towards the western state 

of Gujarat. Bromine production in India increased from 20.5Ktpa in 
FY15 to 46Ktpa in FY21, out of which approximately 13.5Ktpa was 
used for captive consumption. Sea bittern obtained in Kutch has 

very good contents of bromine and can be used for bromine 
manufacturing. Most important factor to consider is Bromine 

concentration in brine for a plant to operate profitably. The area for 
feed is limited to Rann of Kutch, which is 200km x 200km 7 meter 
deep sponge with 40% porosity. All the existing players have taken 

up the most feasible area available in the region. 
 
Figure 48:  Bromine players in India (volumes as on FY21) 

Company 
Production 

(KT) 
Captive consumption 

(KT) 
Net merchant sales 

(KT) 

Archean Chemical 
Industries 

14 - 14 

Satyesh Brine Chem 3 - 3 

Solaris Chemtech 18 
10.5 14.5 

Agrocel 7 

Nirma 2 2 - 

Tata Chemicals 1 1 - 

Dev Salt Private Ltd 1 - 1 

Total 46 13.5 32.5 

Source: F&S Report 

 

  



 

  

  

 

ranjit.cirumal la@ii flcap.com 

Archean Chemical – BUY 

 

26 

Outlook and valuation 

 

Bromine and industrial salt to inch up steadily 
The company is looking to add an additional 14Ktpa (from 28.5Ktpa 
to 42.5Ktpa) with a minimal capex of ~Rs180mn by end of FY23, to 

be funded through internal accruals. ACIL’s bromine sales volumes 
during FY22 were ~20Kt and are expected to inch up to 28Kt during 
FY23-25ii. The incremental bromine volumes (nearly 13Kt) would be 

utilised towards downstream derivatives identified by the company. 
In terms of material balance, bromine-based derivatives require 0.2-
0.7x bromine. 

 
Additionally, ACIL intends to expand manufacturing capacities for 
industrial salt production by adding an additional washery of 250 

tons per hour. This will increase industrial salt processing capacity 
from the current 3.6mn tons to 4.5mn tons by end of FY24 and 5mn 
tons by end of FY25. 

 
ACIL has witnessed significant tailwinds, especially post-Covid, with 
sharp increase in global bromine prices on shortage of bromine 

supplies in China (which also happens to be among the large 
consumers of bromine). Bromine prices have increased ~17% during 
FY21-22. While there has been some price correction in bromine 

over the last 12 months, the price still holds significantly above long-
term average levels.  
 

Global tightness in bromine is likely to continue, given the limited 
increase in bromine supplies and firm demand for applications 
requiring bromine. However, we have conservatively built in some 

further correction in bromine prices within our estimates. From a 
quarterly performance perspective, usually the 2nd quarter is 
seasonally slow, given monsoon interrupting process of extraction 

and evaporation. 
 
 

 
 

 
 
SOP production issues are being addressed 

ACIL is India’s only manufacturer of SOP (used as fertilizer) from sea 
brine. SOP produced from sea brine makes ACIL among low-cost 
producers of SOP globally. The company’s SOP production has 

witnessed challenges in past two years as the required raw material 
Kainite Type Mixed Salt (KTMS) feed suffered from an unacceptably 
high ratio of chloride content. However, management has addressed 

this issue with upgradation of flotation circuit to improve KTMS 
conversion ratio. Thus, volumes should see some improvement from 

hereon and inch up over next three years (from the current 9kt to 
20Kt). 
 

Bromine derivatives to support next leg of growth 
ACIL plans to expand its product line into bromine derivative 
performance products in the next two to three years, in particular 

brominated flame retardants, clear brine fluids and bromine 
catalysts used for the synthesis of pure terephthalic acid (“PTA”). 
The total estimated cost for setting up the bromine performance 

derivatives products is ~Rs2.5bn, which will be funded through 
internal accruals. New subsidiary for bromine derivatives would have 
a tax rate of 15%. 

 
ACIL entered into an agreement to design, engineer, construct, 
commission and operate the plant to produce with a Chinese 

technology provider (having 50Ktpa flame retardants capacity). The 
technology tie up also includes buyback of minimum 90% of the 
produced quantity by the Chinese technology provider at mutually 

agreed pricing terms. This improves visibility for establishing 
manufacturing capabilities in a timely manner along with immediate 
traction in volumes post commissioning. Management is also 

confident on ramp up of PTA and clear brine fluids capacities. As 
ACIL’s bromine derivatives are targeted to be commissioned in 
2HFY24, it will start contributing meaningfully from FY25.  
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While ACIL is optimistic on their foray into bromine derivatives, ICL 
Group has cited certain near-term challenges in this segment. ICL 
expects demand softness around flame retardants for electronics 

and construction in the first few months of 2023. However, this 
would be partially balanced by peak demand for clear brine fluids 
and flame retardants used in electric vehicles. ICL expects bromine 

derivatives demand to be stronger in 2HCY23. 
 
Management confident on renewal of lease arrangement 

ACIL’s existing operations in Gujarat consists of vast stretches of 
brines. This is an essential component for ACIL’s business 
proposition, given the abundant availability of natural resources — 

through evaporation, filtration and cleaning. Government of Gujarat 
awards these land parcel in lease, which are then renewed on a 

timely basis. 
 
ACIL was awarded leasehold rights on land for 10 years, from 2008 

to 2018. Several salt, soda ash and other marine chemical-based 
manufacturers are also awarded long tenure leases. Usually, renewal 
of lease takes place six months prior to expiry date. Later, the 

renewal dates for lease for further extended by three years. Now, 
management expects to receive approval shortly. As per directions 
of the resolution passed by Government of Gujarat in 2017, lease 

granted to salt and related industry products has been extended 
from 10 years to 30 years. Hence, lease renewals would now be 
valid for 30 years. 

 
The annual lease rentals for ACIL is Rs17mn, with an escalation 
clause of 15% increase for next three years. The administration and 

allocation of leasehold land does not come under the purview of 
Mines and Minerals (Development and Regulation) Act, 1957. 
 

Looking at a sharp scale-up in earnings profile 
Earnings from base businesses of industrial salt and bromine would 
be supported by inch up of volumes through incremental capacities. 

ACIL is on track to complete debottlenecking by adding ~14Ktpa of 
bromine by end of FY23. In terms of bromine realisations, prices 

have peaked in 2022 and corrected eventually. We are conservative 
on bromine realisations and have built 8-15% price decline for FY24-
25ii. Industrial salt volumes would inch up gradually over next two 

to three years, backed by higher capacities. SOP is a small 
contributor at present, although management has addressed 
production-related issues. Consequently, SOP volumes are poised to 

improve going forward. 
 
Bromine derivatives is an FY25 story, as commissioning would take 

place only by 2HFY24. However, ramp-up of flame retardants units 
should be quick, given 90% supply back-up arrangement entered 

with Chinese technology provider. Other bromine derivative products 
should also scale during the course of FY25. Based on above drivers, 
we have built 29%/26% Cagr revenue/Ebitda Cagr over FY23-25ii. 

 
Post conclusion of IPO, IRF’s stake in the company has now reduced 
from 32% to ~12%. ACIL raised ~Rs8bn in the form of fresh 

proceeds from IPO for repayment of balance NCDs (repaid during 
Nov’22). The company is also working to organise low-cost working 
capital finance, which would reduce its overall cost of borrowing. 

Overall, management expects significant reduction in finance cost in 
the upcoming quarters. Thus, we expect a significant scale up in the 
company profitability, with an EPS Cagr of 32% over FY23-25ii. 

 
Valuation multiple 
We initiate coverage on Archean Chemical Industrial (ACIL) with a 

BUY recommendation and assign 12x to FY25ii EPS. Our Mar-24 
(1YF) TP is Rs750. Typically, P/E valuations for companies which are 
into salt and related products such as soda ash and caustic soda are 

in mid-to-high single digits. Given high-entry barriers into bromine 
along with longer period required for business gestation, ACIL is 
sweetly positioned and deserves valuation premium to its peers. 
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Figure 49:  Valuation comparables 

Companies 
CMP 

 (in LC) 

Mkt. cap 
(in $mn) 

EPS Cagr 
(FY23-25E 

FY24ii 
P/E 

FY25ii 
P/E 

FY24ii 
EV/Ebitda 

FY24ii 
RoE 

Archean Chemical  622   928  32.0% 11.4  10.0  7.4  37.2% 

Tata Chemicals  963  2,972  2.1% 11.7  11.2  7.6  10.1% 

Chemplast Sanmar  363   696  62.2% 12.3  9.8  6.6  22.8% 

GHCL  516   598  -11.8% 5.0  5.6  3.4  19.4% 

ICL Group 2,440  8,553  -37.7% 7.1  9.4  4.8  20.6% 

Albemarle Corp  215  25,152  13.8% 7.4  7.5  6.0  34.7% 

Olin Corp  52  6,844  -8.9% 9.1  6.8  5.4  28.4% 

Solvay SA  98  10,977  -14.7% 8.2  8.0  5.5  12.0% 

Source: Bloomberg, IIFL Research 
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Risks 

 

• Renewal of lease by government: ACIL operates its 
manufacturing facility and brine reserves on land —held on a 

leasehold basis. The company has submitted application for 
renewal of lease to the government. Any delay or cancellation of 

lease by government would force the company to relocate 
operations or shut down manufacturing units. 

 

• Manufacturing outages: ACIL’s business is dependent on its 

manufacturing facility, and is subject to certain risks in the 
manufacturing processes. Any slowdown or shutdown in the 
manufacturing operations or strikes, work stoppages or increased 

wage demands by the company’s employees could have an 
adverse effect on business, financial condition and results of 
operations. 

 

• Customer concentration risk: ACIL derives a significant part of 

its revenue from major customers. The company does not have 
long-term contracts with all of these customers. If one or more of 

such customers choose not to source their requirements or 
terminate long-term contracts, the business, financial condition 
and results of operations may be adversely affected. 

 

• Correction in bromine realisations: Bromine realisations were 

buoyant during FY21 and FY22, due to continued decline in 
Chinese production, buoyancy in demand for bromine and its 

derivatives. However, bromine prices have corrected 
considerably over last 12 months and are hovering around 
historical average levels. Any further sharp correction in bromine 

/bromine derivative realizations could dent profitability of the 
company. 

 

 
 
 

 
 
Figure 50:  EPS sensitivity from correction in bromine realisations 

Decline in bromine realizations 
(from FY23 average levels) 

Bromine realizations 
($/t) by FY25 

FY25ii  

EPS 

Impact on 
FY25ii EPS 

Base case (current estimates) 3,888 62.4 
 

0% 4,945 82.5 32.3% 

-10% 4,451 73.1 17.2% 

-20% 3,956 63.7 2.1% 

-30% 3,462 54.3 -13.0% 

-40% 2,967 44.9 -28.1% 

-50% 2,473 35.4 -43.2% 
Source: IIFL Research 

 

• Financial risk: The company’s inability to comply with 

repayment and other covenants in the financing agreements 
could adversely affect the business, financial condition, cashflows 

and credit rating. 
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Composition of Board and Management 
 
Figure 51: Board of Directors 

Name Designation Comments 

Ranjit Pendurthi Managing Director 
He has ~21 years of experience within the chemical industry and has been associated with Archean since 2003. He holds a MBA 
from the University of Chicago and a bachelor’s degree in economics from New York University. 

Ravi Pendurthi Non-Executive Director 
He has been associated with Archean group for last 14 years. He has several years of experience in chemical industry. He holds a 
bachelor’s degree in science and business administration from Monmouth University, New Jersey.  

Subrahmanyam 
Meenakshisundaram 

Non-Executive Director 
He has ~40 years of experience in accounting, finance and tax and has previously worked with Muljibhai Madhvani & Co, Cheplast 
Sanmar and Mohan Breweries and Distilleries. He is a Chartered Accountant by profession and holds a bachelor’s degree of 
Commerce from University of Madras 

Padma Chandrasekaran Independent Director 
She has been associated with the company since 2019 and ~32 years of experience in various industries such as IT and finance. She 
has been previously associated with CAMS and Sterling Software. She holds a post graduate diploma in business administration from 
IIM Ahmedabad and a MBA in telecommunication from University of San Francisco. 

Chittoor Ghatambu Sethuram Independent Director 
He has ~43 years of experience in the chemical industry and is presently also associated with Thirumalai Chemicals and Best Value 
Chem. He holds a post graduate diploma in business administration from IIM Ahmedabad and a bachelor’s of technology degree in 
chemical engineering from Regional Engineering College, Warangal. 

Kandheri Munaswami 
Mohandass 

Independent Director 
He has ~43 years of experience in fields such as [audit, tax, project finance and corporate restructuring and corporate laws advisory. 
He is presently a senior partner at K.M. Mohandass and Co.  He is a Chartered Accountant by profession and holds a bachelor’s 
degree of Science from University of Madras, Tamil Nadu. 

 

Source: Company, IIFL Research 
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Figure 52:  Key management personnel 

Name Designation Comments 

Ranjit Pendurthi Managing Director He has ~21yr experience within the Chemical industry and has been associated with Archean since 2003. He holds an MBA from the 
University of Chicago and a BA-Economics from New York University. 

Gnanavelu Arunmozhi Company Secretary and 
Compliance Officer 

He has been associated with the company since May-2022. With an 18yr experience in corporate and secretarial compliance, he has 
been previously associated with Renault Nissan Automotive India, Sicagen India, Sun Direct TV, Hatsun Agro Product, S&S Power 
Switchgear, Hyundai Motor India and Space Computer & Systems. He is admitted as an associate of the Institute of Company 
Secretaries of India and holds a Bachelor of Laws from Bangalore University and a BSc in Mathematics from University of Madras. 

Raghunathan Rajagopalan Chief Financial Officer He joined ACIL in June’22 and has more than a decade of experience in financial planning, budgeting and cash management while 
implementing strict budgetary controls, governance policies and to contribute towards strategic growth. He was previously 
associated with Wheels India, Chettinad Cement Corporation, Hatsun Agro Products and MRF. He is an an associate of the Institute 
of Chartered Accountants of India and has passed the final examination held by the Institute of Cost and Works Accountant. 

Bhupathi K Vice-President – 
Operations & Unit Head 

He has been part of ACIL since November 2021. He is a certified boiler operations engineer and holds degree of bachelor of 
mechanical engineering from Government College of Technology, Coimbatore. He has 28 years of experience in spearheading 
production, maintenance, erection and commissioning, quality and projects with key focus on profitability. He has been previously 
associated with Epsilon Carbon Private limited, Philips Carbon Black Limited, E.I.D - Parry India Limited, Phillips Carbon Black Limited 
and Hi-Tech Carbon. 

Parthiban Selvaraj 
Muruganantha 

Associate General 
Manager - Commercial 

He has been part of ACIL September 2017. He has been associated with the Archean group for last 12 years. He holds Master of 
Studies in Shipping and Port Management from Alagappa University and BSc in Computer Sc from Bharathiar University. He has 17yr 
in Shipping and Port Management. He has been previously associated with Core Minerals, Brisk Marine Services, Globus Marine 
Services Private Limited and DA-Desk FZE. 

Rajeev Kumar Associate General 
Manager – Finance and 
Treasury 

He has been part of ACIL since April 2017. He holds PG Diploma in Management with specialisation in Banking, Insurance and 
Financial Services from Asian School of Business Management, Bhubaneswar and a degree of bachelor of commerce from St. 
Xavier’s College, Ranchi. He has 12 years of experience in finance. He has been previously associated with Jakhau Salt Company 
Private Limited, Good earth Maritime Limited and State Bank of Hyderabad. 

Dr. Ravi K Associate General 
Manager – Research and 
Development 

He has been part of the company since January 2021. He is  Doctor of Philosophy in Chemistry from Annamalai University, MSc in 
Chemistry from Annamalai University and BSc from University of Madras. He was a member to the Board of governors for the 
Central Polytechnic College, Chennai. He has 35 years of experience in contract research and custom synthesis projects. He has been 
previously associated with Altus Alumina Speciality Private Limited, Survival Technologies Private Limited, Proventus Life Sciences 
Private Limited, Malladi Drugs & Pharmaceuticals Limited, Inspec Laboratories Private Limited, Inspec Chemicals Private Limited, 
Kothari Sugars and Chemicals Limited, Tanfac Industries Limited and Maruti Laboratories Private Limited. 

Sandra Marina Pais General Manager – 
People and culture 

She has been part of the company since July 2021. She is a Masters in HR management from Pondicherry University; MSc from 
University of Madras and BSc from University of Madras. She has 23yr experience in HR operations and organisational development. 
She has been previously associated with Hitachi Payment Services Private Limited, T2S software Solutions Private Limited and Prizm 
Payments Services Private Limited. 
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Contd 

Name Designation Comments 

Subash Kasinathan General Manager – 
Technical and Projects 

He has been part of the company since October 2010. He holds degrees International Executive MBA in Project Management from 
Ural Federal University Business School and Btech in Chemical Engineering from Anna University. He has a 17yr experience in 
Process and Project Engineering, and hasbeen previously associated with Aria Chemicals Private Limited, Tebodin Mahesh 
Consultants & Engineers India Private Limited, Aum Consultancy Private Limited and Hema Engineering Industries Limited. 

Vijayaraghavan Srinivasan General Manager – 
Commercial and 
Procurement 

He has been part of the company since August 2015. He holds degrees of Bachelor of Engineering (Production)] from Marathwada 
University. He has a 30yr experience in operations, maintenance, project and team management.. He has been previously 
associated with Wellbrines Chemicals Limited, Jakhau Salt Company Private Limited, Core Minerals and Orient Resources. 

 

Source: Company, IIFL Research 

 

 
 
 

 
  



 

  

  

 

ranjit.cirumal la@ii flcap.com 

Archean Chemical – BUY 

 

33 

 
 
 

 
 

 
 

Management 

 

 

 

 

 

 

 
 

   

  
   
   

 

 
 

 
 

P/E EV/Ebitda 

 

 
 

 

Background: Archean Chemical (ACIL), a leading specialty marine chemical manufacturer in India focused on bromine, industrial salt and sulphate of 

potash (SOP), ranks among the lowest-cost producers globally in both bromine and industrial salt, and as such is well-positioned to benefit from growth 
in these markets. ACIL’s other strengths include its established relationships with global customers and its experienced management team. 

Company snapshot 

Name Designation 

Ranjit Pendurthi Managing Director 

R Raghunathan Chief Financial Officer 
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Assumptions  
Y/e 31 Mar, 
Consolidated 

FY21A FY22A FY23ii FY24ii FY25ii 

Bromine volumes 
(tons) 

14,751 20,293 19,665 25,500 28,688 

Bromine realizations 
($/t) 

3,146 4,020 4,945 4,574 3,888 

Bromine revenues 
(Rs m) 

3,444 6,077 7,803 9,359 8,950 

Industrial salt 
revenues (Rs m) 

3,687 5,127 6,660 8,613 8,852 

Bromine derivatives 
revenues (Rs m) 

- - - 1,310 6,238 

Source: Company, IIFL Research 
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Financial summary  
Income statement summary (Rs m) 
Y/e 31 Mar, Consolidated FY21A FY22A FY23ii FY24ii FY25ii 
Revenues 7,408 11,304 14,922 19,842 24,973 
Ebitda 2,622 4,672 6,561 9,230 10,498 
Depreciation and amortisation (554) (669) (685) (703) (913) 
Ebit 2,068 4,003 5,876 8,527 9,585 
Non-operating income 140 124 450 500 600 
Financial expense (1,304) (1,617) (962) (80) (80) 
PBT 905 2,510 5,364 8,947 10,105 
Exceptionals 0 0 0 0 0 
Reported PBT 905 2,510 5,364 8,947 10,105 
Tax expense (239) (628) (1,341) (2,237) (2,425) 
PAT 666 1,882 4,023 6,711 7,680 
Minorities, Associates etc. 0 0 0 0 0 
Attributable PAT 666 1,882 4,023 6,711 7,680 
 

Ratio analysis 
Y/e 31 Mar, Consolidated FY21A FY22A FY23ii FY24ii FY25ii 
Per share data (Rs)      
Pre-exceptional EPS 6.5 18.2 35.8 54.5 62.4 
DPS 0.0 0.0 0.0 0.0 0.0 
BVPS 7.0 25.3 130.7 173.9 236.3 
Growth ratios (%)      
Revenues 21.8 52.6 32.0 33.0 25.9 
Ebitda 77.2 78.1 40.4 40.7 13.7 
EPS (283.8) 182.5 96.5 52.4 14.4 
Profitability ratios (%)      
Ebitda margin 35.4 41.3 44.0 46.5 42.0 
Ebit margin 27.9 35.4 39.4 43.0 38.4 
Tax rate 26.4 25.0 25.0 25.0 24.0 
Net profit margin 9.0 16.6 27.0 33.8 30.8 
Return ratios (%)      
ROE 170.1 112.9 46.5 37.2 30.4 
ROCE 26.6 41.4 47.9 48.5 39.4 
Solvency ratios (x)      
Net debt-equity 11.4 3.0 (0.2) (0.4) (0.5) 
Net debt to Ebitda 3.2 1.7 (0.3) (0.9) (1.3) 
Interest coverage 1.6 2.5 6.1 NM NM 
Source: Company, IIFL Research 

 

Balance sheet summary (Rs m) 
Y/e 31 Mar, Consolidated FY21A FY22A FY23ii FY24ii FY25ii 
Cash & cash equivalents 318 587 2,702 8,873 13,684 

Inventories 1,106 1,208 1,840 2,446 4,105 

Receivables 681 1,530 1,840 2,446 4,105 

Other current assets 677 842 1,071 1,178 1,768 

Creditors 1,118 1,123 1,226 1,631 2,053 

Other current liabilities 3,898 3,023 2,579 3,253 3,956 

Net current assets (2,234) 21 3,647 10,060 17,653 

Fixed assets 10,596 11,018 11,332 11,630 11,716 

Intangibles 0 0 0 0 0 

Investments 413 112 295 295 295 

Other long-term assets 0 0 0 0 0 

Total net assets 8,775 11,151 15,275 21,985 29,665 

Borrowings 8,584 8,449 500 500 500 

Other long-term liabilities (533) 92 92 92 92 
Shareholders’ equity 724 2,611 14,683 21,394 29,074 
Total liabilities 8,775 11,151 15,275 21,985 29,665 
 

Cash flow summary (Rs m) 
Y/e 31 Mar, Consolidated FY21A FY22A FY23ii FY24ii FY25ii 
Ebit 2,068 4,003 5,876 8,527 9,585 
Tax paid 0 0 (1,341) (2,237) (2,425) 
Depreciation and amortization 554 669 685 703 913 
Net working capital change (1,683) (1,648) (1,511) (242) (2,782) 
Other operating items 252 121 450 500 600 
Operating cash flow before interest 1,191 3,145 4,159 7,251 5,891 
Financial expense (1,003) (1,977) (962) (80) (80) 
Non-operating income 9 14 0 0 0 
Operating cash flow after interest 196 1,181 3,197 7,171 5,811 
Capital expenditure (105) (966) (1,000) (1,000) (1,000) 
Long-term investments 73 (149) (183) 0 0 
Others (103) 338 0 0 0 
Free cash flow 60 404 2,014 6,171 4,811 
Equity raising 0 0 8,050 0 0 
Borrowings 11 (136) (7,949) 0 0 
Dividend 0 0 0 0 0 
Net chg in cash and equivalents 71 269 2,115 6,171 4,811 
Source: Company, IIFL Research 
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products or services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (e) has not received any compensation or other benefits from 
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Key to our recommendation structure 

BUY - Stock expected to give a return 10%+ more than average return on a debt instrument over a 1-year horizon. 

SELL - Stock expected to give a return 10%+ below the average return on a debt instrument over a 1-year horizon. 

Add - Stock expected to give a return 0-10% over the average return on a debt instrument over a 1-year horizon.   

Reduce - Stock expected to give a return 0-10% below the average return on a debt instrument over a 1-year horizon.    
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