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In CY23, Archroma Pakistan Limited (ARPL) reported a
net profit of PKR 1.24 billion (EPS: PKR 36.47), reflecting a
notable decrease of 24% YoY from PKR 1.85 billion (EPS:
PKR 55.25) in the corresponding period last year (SPLY).

The company's net sales experienced a 24% YoY surge to
PKR 30.01 billion in CY23, compared to PKR 25.15 billion
in the corresponding period of the previous year.
Despite the increase in sales, absolute business margins
rose to PKR 7.47 billion during the financial year ending
September 30, 2023, as opposed to PKR 7.22 billion the
previous year. However, in percentage terms, overall
business margins declined to 24.9%, down from 28.7%
the previous year.

The revenue breakdown consists of Textile (88%) and
Paper & Packaging and Coating (12%). The 19% increase
in sales to PKR 34.9 billion was primarily contributed by
Textile Effects, with a 17% increase in sales, and Paper,
Packaging & Coatings business, where turnover
increased by 40%, compared to the previous year.

Local and export sales rose by 17% and 25% YoY to PKR
27.62 billion and PKR 7.28 billion, respectively, during the
year 2023 ending in September. Despite higher sales in
2023, ARPL could not distribute cash dividends due to
lower margins resulting from higher energy costs and
exchange losses, impacting the company's profitability.

The cost of goods sold significantly increased by 26%
YoY to PKR 22.54 billion during the period under review.
Administrative and distribution expenses amounted to
PKR 767.61 million and PKR 3.07 billion in CY23. Finance
costs experienced a significant increase of 82% YoY to
PKR 1.26 billion, compared to PKR 693.01 million in SPLY.
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In 2023, Huntsman Textile Effects Pakistan was merged
into Archroma Pakistan. The company shall allot and
issue an aggregate of 445,460 company shares to the
shareholders of Archroma Chemicals Pakistan (Private)
Limited (formerly Huntsman Textile Effects Pakistan)
based on the swap ratio of approximately 0.0455 shares
of the company for every one share of Huntsman.

The current and quick ratios were reported at 1.2 and 0.7
times, whereas days sales outstanding and days
inventory outstanding increased to 113 days and 109
days, respectively, in CY23. Return on Assets and Return
on Equity were reported at 6.1% (15.2% in CY22) and
28.7% (49.9% in CY22), respectively, during the said
period.

The debt-to-equity ratio stands at 52, and the markup
covering ratio is at 5.7 times.

Management indicated that the market share of Indigo
is approximately 35-40%, with major demand from the
North region (~60%). The current Indigo plant capacity is
70%, with 50% of its products exported.

ARPL imports approximately 80% of its raw materials.
On the other hand, ARPL management indicated that
the company has not signed an agreement with the
government for natural and RLNG gas as it is evaluating
other options. The company is not utilizing Captive
Power for production.

Going forward, ARPL expects textile growth to improve
due to a bumper cotton crop in FY24. The Huntsman
acquisition is expected to result in a tenfold increase in
growth. Moreover, management indicated that various
projects are in the pipeline, with some in the
commercialization stage.
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Financial Highlights

PKR million CY23 CY22 YoY

Sales - net 30,013 24,154 24%

Cost of sales 22,545 17,934 26%

Gross profit 7,468 7,220 3%

Distribution costs 3,065 2,594 18%

Administrative expenses 768 627 22%

Impairment Reversal on Trade Receivables 6 17 -64%

Other Expenses 181 244 -26%

Other Income 43 59 -27%

Finance Cost 1,262 693 82%

Profit Before Taxation 2,241 3,137 -29%

Taxation 997 1,252 -20%

Profit After Taxation 1,244 1,885, -34%

Earnings Per Share 36.47 55.25

*Source: Archroma Pakistan Limited, PSX

Important Disclosures

Disclaimer:

This report has been prepared by Chase Securities Pakistan (Private) Limited and is provided for
information purposes only. Under no circumstances, this is to be used or considered as an offer to sell or
solicitation or any offer to buy. While reasonable care has been taken to ensure that the information
contained in this report is not untrue or misleading at the time of its publication, Chase Securities makes
no representation as to its accuracy or completeness and it should not be relied upon as such. From time
to time, Chase Securities and/or any of its officers or directors may, as permitted by applicable laws, have a
position, or otherwise be interested in any transaction, in any securities directly or indirectly subject of this
report Chase Securities as a firm may have business relationships, including investment banking
relationships with the companies referred to in this report This report is provided only for the information
of professional advisers who are expected to make their own investment decisions without undue reliance
on this report and Chase Securities accepts no responsibility whatsoever for any direct or indirect
consequential loss arising from any use of this report or its contents At the same time, it should be noted
that investments in capital markets are also subject to market risks This report may not be reproduced,
distributed or published by any recipient for any purpose.
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