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- Q2FY?27 revenue grew 14.9% YoY to Rs. 636 cr, broad-based across geographies, while the EBITDA margin recovered to 12.4% from 9.5% a year earlier.

Even as revenue recovered, net debt rose to Rs. 911 cr and first-half operating cash flow turned negative; while reported profit Rs. 60 cr included Q1's one-off
insurance gain of ~Rs. 30 cr.

Based on the fundamental concerns highlighted in this note and the company's market capitalisation falling below our minimum coverage threshold, we are
discontinuing coverage. We may consider resuming coverage once these concerns ease and its market capitalisation exceeds our threshold.

We are discontinuing coverage: while the company is on a recovery path, its returns, cash generation and deleveraging remain some way from normalising,
and its market capitalisation stays below our coverage threshold. We will continue to track its progress and revisit the company at an appropriate time.
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Q2FY27 Results Summary (Consolidated)
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Source: Company, Spark PWM Pvt. Ltd.
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S H Kelkar & Co. Ltd - Q2FY27 Result Update

S H Kelkar & Co. Ltd - Our Commentary On Results

Revenue rose 14.9% Y-0-Y to Rs. 636 cr (down 4.0% Q-0-Q), taking H1 revenue to Rs. 1,299 cr (+14.5%); adjusting for the low-margin business exited in 4QFY26,
underlying fragrance growth was about 14%.

Gross margin held near 42.8% despite crude-led raw-material inflation, while EBITDA margin recovered to 12.4% (H1: 13.0%) from ~10% in FY26.

Reported H1 profit of Rs. 59.9 cr (+72% Y-o0-Y) included a one-off insurance gain of about Rs. 30 cr and was still subject to a high tax rate of around 37%.
Consequently, the underlying improvement in profitability was more modest than the headline growth suggests.

Flavours, the smaller of the company's two business segments, grew 47% in H1 at a segment margin of around 28%. However, management attributed part of
the growth to customer stocking and guided to a steadier quarterly run-rate of Rs. 85-90 cr.

Key Concerns

Rising borrowings and finance costs — Net debt has risen from ~Rs. 659 cr in FY25 to Rs. 787 cr in FY26 & Rs. 911 cr by September 2026. Finance costs have
increased from Rs. 49 crin FY25 to Rs. 56 crin FY26 & reached Rs. 32 crin HIFY27 alone, taking a growing bite out of profits.

Weakening cash generation — Operating cash flow turned negative at Rs. 43 cr in HIFY27 (against positive Rs. 263 cr in FY26) as inventory built up to Rs. 799
cr. The recent recovery has therefore been funded by borrowings rather than internally generated cash.

Low returns — RoCE of about 6% and RoE of about 3% in FY26 remain below the company's cost of capital and, as discussed on the earnings call, have stayed
subdued for several years. The business is not yet earning adequate returns on its invested capital.

Costly overseas expansion — Management expects to spend ~Rs. 80 cr annually across its 11 creation-and-development centres ahead of revenue generation.
These markets may take another 12-18 months to contribute meaningfully, keeping margins and returns under pressure.

Rising depreciation from capex cycle —Rebuilding the fire-hit plant & adding capacity raised depreciation from Rs. 95 cr in FY25 to Rs. 119 cr in FY26, with
management guiding to ~Rs. 145-150 cr upon capitalisation of the new plants; returns hinge on these plants ramping up on schedule.

Exposure to crude-linked input prices — A large part of raw materials are directly linked to crude oil. Protecting margins requires holding several months of
inventory, which ties up cash and exposes the company to inventory losses if input prices fall after procurement.

Structurally high tax rate — The effective tax rate is elevated at about 37% because losses in overseas subsidiaries do not generate tax benefits. Until these
units turn profitable, the high tax rate will continue to weigh on reported profits and RoE.

Financials and Estimates Summary

Particulars (Rs. cr) Revenue EBITDA EBITDA % PAT EPS RoE % RoCE % P/E EV/EBITDA
FY23 1,687 217 13% 61 4.5 6% 8% 29 12
FY24 1,930 307 16% 122 8.9 11% 13% 15 8
FY25 2.123 297 14% 74 54 6% 1% 24 9
FY26 2,368 242 10% 69 5.0 3% 6% 26 11
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Financial Summary

All figures in Rs. cr

Particulars FY23 FY24 FY25 FY26 Particulars FY23 FY24 FY25 FY26
Profit & Loss Growth ratios (%)
Revenue 1,687 1,930 2,123 2,368 Revenue 7.8% 14.4% 10.0% 11.5%
Gross profit 682 850 928 988 o o 250 12 A0
EBITDA 517 307 297 o4 EBITDA 1.3% 41.2% 3.2% 18.6%
Depreciation (80) (89) (95) (119) Adj PAT -58.8% 100.1% -39.7% -55.1%
137 218 202 122
Other Income 12 6 24 10 Gross 40.4% 44.0% 43.7% 41.7%
Interest expense (24) (41) (49) (56)
Exceptional items (20) _ 61) 36 EBITDA 12.9% 15.9% 14.0% 10.2%
PBT 105 182 116 12 Adj PAT 3.6% 6.3% 3.5% 1.4%
Roocricd PAT e minarynfeest o 12 Z =
Adj PAT (Excl El) 61 122 74 33 0 o 0 0
Adj EPS (Rs.) 45 8.9 5.4 24 Pre-tax OCF/EBITDA 108.5% 54.4% 23.6% 134.7%
Balance Sheet OCF/IC (%) 12.8% 6.3% 0.8% 12.8%
Net Worth 1,064 1,213 1272 1,362 ROE (%) 5.9% 10.8% 5.9% 2.5%
Minority interest 38 1 0 1 0 0 o o o
Total debt 566 617 745 851 RoCE (%) 8.4% 12.6% 10.5% 5.8%
Other liabilities and provisions 138 169 227 329 Fixed asset turnover (x) 3.5 35 3.8 4.2
Deferred tax liability e Sl 47 4 39 Total asset turnover (x) 0.9 0.9 0.9 0.9
Total Net worth and liabilities 1,857 2,047 2,285 2,582 . . — .
Gross Fixed assets 476 545 563 563 Financial stability ratios
Net fixed assets 413 432 506 733 Net Debt to Equity (x) 0.5 0.4 0.5 0.6
Capital work-in-progress 26 13 46 90 Net Debt to EBITDA (x) 23 17 2.2 33
Goodwill 527 514 492 545 3 o2
Investments 24 10 12 1 Interest cover (x) 57 5. 4.1 .
Cash and bank balances 67 103 87 65 Working capital days 146 150 142 149
Deferred tax assets 20 22 25 29 Valuation metrics
Loans & advances and other assets 130 176 340 229 .
Net working capital 676 791 824 969 Fully Diluted Shares (cr) 13.5 13.7 13.75 13.84
Total assets 1,857 2,047 2,285 2,582 Market cap (Rs.cr) 1,795
Capital Employed 1,630 1,830 2,017 2,213
P/E 29. 14.7 24. 26.

Invested Capital (CE - cash - CWIP) 1,537 1,714 1,884 2,058 /B () 9.3 s 6.0
Net debt 499 514 658 786 P/OCF(x) 9.1 16.7 114.0 6.8

- EV (Rs.cr) (ex -CWIP) 2,581
Cash flows from Operations (Pre-tax) 236 167 70 326
Cash flows from Operations (post-tax) 197 107 16 263 EV/ EBITDA (x) 1.9 8.4 8.7 10.7
Capex (69) (61) (96) (206) EV/ OCF(x) 13.1 24.0 164.0 9.8
Free cashflows 128 46 (80) 57 . 0 0 0 0
Free cashflows (post interest costs) 104 5 (129) 1 FCF Yield 5.8% 0.3% 1.2% 0.1%
Cash flows from Investing (103) (82) (72) (205) Price to BV (x) 17 15 1.4 1.3
Cash flows from Financing (175) 8 99 (158) o o o o o
Total cash & liquid investments 67 103 87 65 Cash as a % of CE 41% 5.6% 4.3% 2.9%

Source: Company, Spark PWM Pvt. Ltd. + .
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3-year Price Chart

S H Kelkar & Co. Ltd
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Disclaimer (1/2)

Absolute Rating Interpretation

BUY Stock expected to provide positive returns of >15% over a 1-year horizon REDUCE Stock expected to provide returns of <5% - -10% over a 1-year horizon
ACCUMULATE Stock expected to provide positive returns of >5% - <15% over a 1-year horizon SELL Stock expected to fall >10% over a 1-year horizon

The terms defined above are applicable to fundamental research reports published by the Research Analyst. For technical research reports, the expected (target) price is given in the report along with the time period within
which it can be achieved. For Momentum Ideas the expected timeline to achieve the price target would be upto 3 months from the date of publication of the research report.

Spark PWM Private Limited (“Spark PWM”) holding SEBI Research Analyst Registration No.: INH200008954 and its affiliates are engaged in the business of investment banking, structured finance, asset management and private wealth management. Spark PWM is also
registered with SEBI as a Stock Broker, Portfolio Manager, Depository Participant, Investment Adviser and is also a Mutual Fund Distributor registered with the Association of Mutual Funds in India (AMFI) and is also registered with Association of Portfolio Managers in India
as a distributor of portfolio management products. Spark PWM is also Investment Manager to a Category | Alternative Investment Fund.

Spark PWM'’s affiliates include (1) Spark Capital Advisors (India) Private Limited which is registered with SEBI as Category | Merchant Banker, (2) Spark Asia Impact Private Limited (formerly known as Spark Alternative Asset Advisors India Private Limited) which is an
investment manager to a Category |l Alternative Investment Fund (3) Spark Asia Impact Managers Private Limited (formerly known as Spark Fund Managers Private Limited) which is registered with SEBI as a Portfolio Manager and (4) Spark Fund Advisors LLP which is an
investment manager to a Category Il and a Category lll Alternative Investment Fund, (5) Spark Financial Holdings Private Limited and (6) Spark Global PWM Private Limited, a Category 4 DIFC registered company engaged in providing financial services.

The information and opinion expressed in this research report do not constitute an offer or an invitation to make an offer, to buy or sell any securities. The securities quoted in this document are for illustration only and are not recommendatory. This research report is
provided by Spark PWM on a strictly confidential basis for the exclusive use of the recipient and has been obtained from published information and other sources, which Spark PWM or its affiliates consider to be reliable. None of the research analysts of Spark PWM
accepts any liability or responsibility whatsoever for the accuracy or completeness of any such information. All estimates, expressions of opinion and other subjective judgments contained herein are made as of the date of this research report.

This research report does not claim to contain all information that an investor / potential investor may require for the purpose of making an investment. The past performance of a security, product or portfolio does not in any manner indicate the surety of performance in
future. Registration granted by SEBI, membership of a SEBI recognized supervisory body (if any) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

This research report also does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Spark PWM also puts together Technical Analysis, and each recipient of this report must
note that the views of the Technical Analyst is always based on short term market variables and will be materially different from the views of the other sector/fundamental analyst in Spark PWM, whose research reports are based on fundamental analysis of the subject
company. Each recipient of this research report should make such assessment as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this research report (including the merits and risks involved) and
should consult their own advisors. This research report is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. The price
and value of the investments referred to in this research report and the income from them may go up or down, and investors may realize losses on their investments. Spark PWM does not provide tax advise to its clients, and all investors are strongly advised to consult with
their tax advisers regarding any potential investment. The material is based on information that we consider reliable and may be obtained from third-parties or derived / deducted on the basis of such information. Spark PWM does not represent that such information is
accurate or complete.

This research report is not directed or intended for distribution or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law,
regulation or which would subject Spark PWM and/or its affiliates to obtain any registration or licensing requirement within such jurisdiction. The research analyst preparing this research report is not registered as a broker-dealer in the United States and, therefore, is not
subject to US Rules regarding the preparation of research reports. The Research Analysts contributing to this report are residents outside the United States and are not associates, employees, registered or qualified as research analysts with FINRA or a US-regulated
broker dealer. Recipients of this material should keep themselves informed about any such restrictions. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. This material should not be construed as an
offer to sell or the solicitation of an offer to buy any securities in any jurisdiction where such an offer or solicitation would be illegal. Recipients shall be solely liable for any liability incurred by them in this regard and will indemnify Spark PWM and/or its affiliates for any
liability it may incur in this respect.

Securities markets may be subject to significantly higher risks, and in particular, the political and economic environment, company practices and market prices and volumes may be subject to significant variations. The ability to assess such risks may also be limited due to
significantly lower information quantity and quality. Investment in securities market are subject to market risks. Read all the related documents carefully before investing. By accepting this document, you agree to be bound by all the provisions as may be applicable
pursuant to it. Nothing contained herein should be relied upon as a promise, representation or an indication of future performance. Certain statements made herein may not be based on historical information or facts and may appear to be “Forward Looking Statements”,
including those relating to general business plans, future financial condition and growth prospects. The actual results may differ materially from any “Forward-Looking statements” due to a number of factors, including socio, political, competitive environment, force
majeure etc. Spark PWM makes no representation or warranty, express or implied, as to the accuracy, completeness or fairness of the information and opinions contained in this research report.

While we would endeavour to update the information herein on a reasonable basis, Spark PWM is under no obligation to update the information. Also, there may be regulatory, compliance or other reasons that prevent Spark PWM from doing so. Neither Spark PWM nor its
affiliates or their respective directors, employees, agents or representatives shall be responsible or liable in any manner, directly or indirectly, for views or opinions expressed in this report or the contents or any errors or discrepancies herein or for any decisions or actions
taken in reliance on the report or the inability to use or access our service in this report or for any loss or damages whether direct or indirect, incidental, special or consequential including without limitation loss of revenue or profits that may arise from or in connection with
the use of or reliance on this report. Opinions expressed herein are our current opinion as of the date of appearing on this material only.

Spark PWM and/or its affiliates and/or employees may have interests/positions, financial or otherwise, in the securities mentioned in this report. To enhance transparency, Spark PWM has incorporated disclosure of interest statement in this research report. This should,
however, not be treated as an endorsement of views expressed in this report.

Spark Capital Advisors (India) Private Limited (holding company of Spark PWM) has gone through a process of reorganisation and demerged its institutional equities business (stock broking license and research analyst license) to Spark Institutional Equities Private Limited
(Resultant Company) through a Composite Scheme of Demerger ("Scheme"). Further the shares of SIE has been bought by Avendus Capital Private Limited with effect from December 20, 2022.
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Disclaimer (2/2)

Disclosure of Interest & Material Conflict of Interest Statement
DISCLOSURE OF INTEREST

Name of the Research Analyst (s): Prasad U. Hase, Charvin Zaveri

The research analyst(s) hereby certifies that opinion expressed in this research report accurately reflects his or her personal opinion about the subject securities and no part of his or her compensation was or will be directly or indirectly related to the specific
recommendation and opinion expressed in this research report.

_srNo. | Particwlars | VYes/No |

1. Research Analyst or his/her relative’s has financial interest in the subject company(ies) No
2. Research Analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of the research report No
3. Research Analyst or his/her relative has any other material conflict of interest at the time of publication of the research report No
4. Research Analyst has served as an officer, director or employee of the subject company(ies) No
5. Research Analyst has been engaged in market making activity for the subject company(ies) No

Spark PWM may have financial interest in the subject company(ies).

Spark PWM may have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of the research report.
Spark PWM may have any other material conflict of interest at the time of publication of the research report.

Spark PWM may have received any compensation from the subject company in the past twelve months.

Spark PWM may have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months.
Spark PWM may have received any compensation or other benefits from the subject company or third party in connection with the research report.

Spark PWM may have managed or co-managed public offering of securities for the subject company in the past twelve months.

Spark PWM may have been engaged in market making activity for the subject company(ies).

Since Spark PWM and its associates are engaged in various businesses in the financial services industry, they may have financial interest or may have received compensation for investment banking or merchant banking or brokerage services or for any other product or
services of whatsoever nature from the subject company(ies) in the past twelve months or associates of Spark PWM may have managed or co-managed public offering of securities in the past twelve months of the subject company(ies) whose securities are discussed
herein.

Associates of Spark PWM may have actual/beneficial ownership of 1% or more and/or other material conflict of interest in the securities discussed herein.

Spark PWM and/or its affiliates and/or employees, or their relative(s) may have a financial interest in the subject company. Spark PWM and/or its affiliates may have actual/beneficial ownership of one per cent or more securities of the subject company, at the end of the
month immediately preceding the date of publication of the research report. Spark PWM and/or its associates and/or its employees have been engaged in market making activity for the subject company.

In the last twelve month period ending on the last day of the month immediately preceding the date of publication of the research report, Spark PWM and/or its affiliates and/or employees Research Analyst(s) may have;

= managed/co-managed public offering of securities for the subject company;

= received compensation for investment banking/merchant banking/brokerage services/other products/ services of the group from the subject company of this research report;

= received any compensation or other benefit from the subject company or third party in connection with the research report;

= provided services to the subject company as a client under the various services provided by Spark PWM or its affiliates.

However, the above shall have no bearing on the specific recommendation made by the research analyst(s), as the recommendation made by the research analyst(s) are independent of the view of the affiliates of Spark PWM. No part of the research analyst's compensation
was, is, or will be related, directly or indirectly, to the specific recommendations or views as expressed in this report.

Research reports are not exchange traded products, and hence disputes relating to research activities of Spark PWM do not have access to exchange investor redressal or arbitration mechanism. Spark PWM also hereby declares that its activities were neither suspended
nor Spark PWM has defaulted with any Stock Exchange authority with whom Spark PWM is registered in the last five years. We have not been debarred from doing business by any Stock Exchange/SEBI or any other competent authorities, nor has our certificate of
registration been cancelled by SEBI at any point of time.

Certification by Each of the Authors of the Report

The research analyst certifies that the views expressed in this research report are a representation of the Analyst's personal opinions on the stock or sector as covered and reported. The Analyst is principally responsible for the preparation of this research report and does
not have any material conflict of interest at the time of publication of this report.

A graph of the daily closing price of securities available is at https://economictimes.indiatimes.com/markets/stocks/stock-quotes (Choose a company from the list on the browser and select the “5 years” option from the drop-down available in the price chart).

Spark PWM Private Limited. (Registered Office: No. 1, 3rd Floor, First Crescent Park Road, Gandhi Nagar, Adyar, Chennai 600 020; CIN: U66190TN2012PTC086696; Telephone No.: +91 44 69250000; Website: www.sparkcapital.in; Correspondence Address: Solitaire
Corporate Park, Unit 1252 , Building No. 12, Andheri Kurla Road, Chakala, Andheri (East), Mumbai 400093; Telephone No: +91 22 62916700; SEBI Registration: (Stock Broker: INZ000285135; Portfolio Manager: INP200007274; Research Analyst: INH200008954; BSE RA
Enlistment No- 5503; Investment Adviser: INA0O00021067; BSE IA Enlistment No. 2390; Depository Participant: IN-DP-757-2023); AMFI - Registered Mutual Fund Distributor: ARN 86685. APMI - Registered PMS Distributor (APRN00662). Compliance and Grievance Officer
details: Mr. Anupam Mohaney: +9122 62916700. RA Grievance Redressal Matrix & ResearchT & C

Spark PWM Private Limited does not use any Artificial Intelligence tools to provide research services.
Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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Hyderabad

No. 25 & 42, 3" Floor,
Lumbini Avenue,
Near Preston Prime Mall
Main Road, Gachibowli,
Hyderabad - 500 032

Lucknow

Unit No.6, 3 Floor
Marigold Building,
Sapru Marg Shahnajaf Road,

Hazratfang,
Lucknow - 226 001

Pune
No. 7/352 1st Floor,
Elbee House,
Boat Club Road,

Sangamvadi,
Pune - 411 001

Kanpur

Unit No 205, 2" Floor,
Imperial Square,
16/105,

MG Road,
Kanpur - 208 001
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