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Ability meets opportunity 

Financial summary (Rs m) 

Y/e 31 Mar, Consolidated FY19A FY20A FY21ii FY22ii FY23ii 

Revenues (Rs m) 5,015 5,289 8,004 11,029 14,140 

Ebitda margins (%) 18.6 25.5 23.0 24.5 25.3 

Pre-exceptional PAT (Rs m) 492 530 666 1,687 2,328 

Reported PAT (Rs m) 492 530 666 1,687 2,328 

Pre-exceptional EPS (Rs) 6.6 6.9 6.7 16.9 23.3 

Growth (%) 0.2 5.2 (3.9) 153.1 38.0 

IIFL vs consensus (%)     na na na 

PER (x) 97.0 92.2 96.0 37.9 27.5 

ROE (%) 10.2 9.6 6.2 10.2 12.6 

Net debt/equity (x) 1.3 1.3 0.0 0.0 0.0 

EV/Ebitda (x) 58.4 42.1 34.9 23.8 17.9 

Price/book (x) 9.4 8.2 4.1 3.7 3.3 

OCF/Ebitda (x) 0.4 0.7 0.1 0.7 0.5 

Source: Company, IIFL Research. Priced as on 28 April 2021 
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CMP Rs640 

12-mth TP (Rs)    700 (9%) 

Market cap (US$m)   860 

Enterprise value(US$m) 865 

Bloomberg  ANURAS IN 

Sector Chemicals 
 

Shareholding pattern (%) 

Promoter 65.4 
Pledged (as % of promoter share) 0.0 

FII 5.3 

DII 2.2 
   

52Wk High/Low (Rs) 663/472 

Shares o/s (m) 100 

Daily volume (US$ m) 0.0 

Dividend yield FY22ii (%) 0.0 

Free float (%) 34.6 

 

Price performance (%) 
 

 1M 3M 1Y 

Absolute (Rs) 29.1 na na 

Absolute (US$)      25.9 na na 

Rel.to BSE Midcap 26.6 na na 

Cagr (%) 3 yrs 5 yrs 

Adj PAT 15.1 7.8 
 

Stock performance 

 

Company update 
 

Initiating coverage 

29 April 2021 
  

We initiate coverage on Anupam Rasayan (ARIL) with an ADD 
rating and a Mar-22 target price of Rs700/share (30x FY23ii 

P/E). ARIL’s established relationships with multinational 
customers, manufacturing and R&D capabilities, and successful 
track record mean that the company is well-positioned to 

capitalise on the promising growth opportunity for India’s CSM 
industry. We expect continued rapid growth (FY21-23ii EPS 
Cagr of 87%), underpinned by new contract wins (including 

the recent Rs11bn, 5-year contract) and expanded production 
capacities, to support premium valuations.  
 

Promising growth outlook for India’s CSM industry: India’s 

Custom Synthesis & Manufacturing (CSM) market is expected to clock 
a healthy double-digit Cagr over the next few years, driven by growing 

end-user demand and a shift in manufacturing operations away from 
China, as customers intensify efforts to de-risk their supply chains 
post-COVID, following previous shocks such as China’s environmental 

crackdown, trade dispute with the US, and generally rising costs. The 
‘Make in India’ campaign is an added boost to local manufacturers. 
 

 

ARIL is well-positioned to capitalise on the opportunity: ARIL 
has developed relationships with various multinational customers over 
the past few years – a competitive advantage, given the high entry 

barriers in CSM. The company is also well-regarded for its technical 
capabilities, and has a diversified and growing portfolio of products. Its 
successful track record and willingness to invest substantial resources 

towards growth are other notable strengths. 
 

 

Poised for rapid earnings growth: We project a revenue Cagr of 

33% over FY21-23ii, as newly-commissioned capacities move towards 
optimal utilisation. The Rs11bn order win improves growth visibility for 
FY24 and beyond. The repayment of ~Rs5.5bn of debt using IPO 

proceeds should lead to a reduction in interest expense, driving a PAT 
Cagr of 87% over FY21-23ii. Given the growth outlook and 
opportunities ahead, we expect premium valuations to be sustained. 
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Company profile 
 
Anupam Rasayan India (ARIL) is one of the leading companies, engaged 

in the custom synthesis and manufacturing (CSM) of specialty chemicals 

in India. The company’s focus is on CSM using processes developed in-

house for complex chemistries, thereby achieving cost optimisation. 

ARIL has two distinct business verticals: (i) Life Science-related 

Specialty Chemicals (~95% of FY20 revenues), comprising products 

linked to agrochemicals, personal care and pharmaceuticals; and (ii) 

Other Specialty Chemicals (~5% of FY20 revenues), comprising 

specialty pigments & dyes, and polymer additives. 

 
Figure 1: Business verticals 

 

Source: Company, IIFL Research 
Note: Numbers have been rounded off to the nearest million 

 

The company has developed strong and long-term relationships with 

various multinational corporations including Syngenta, Sumitomo, BASF, 

Bayer Cropscience, Adama, and UPL, and has been manufacturing 

products for certain customers for over a decade. The Government of 

India has also recognised the company as a three-star export house. 

 

Figure 2: Number of products commercialised 

 
Source: Company, IIFL Research 

 

ARIL commenced business in 1984 as a partnership firm manufacturing 

conventional products. Over the years, it has evolved into CSM of life 

science-related specialty chemicals and other specialty chemicals, which 

involve multi-step synthesis and complex technologies. There are 

significant entry barriers in the CSM industry, including customer 

validation and approvals, high quality standards, stringent 

specifications, and customer expectations of process innovation and 

cost reduction. Further, customer acquisition is a lengthy process, as 

the end-customer is required to register the manufacturer with 

regulatory bodies as a supplier of intermediate products or active 

ingredients. Given these barriers in the CSM industry, ARIL has been 

able to develop strong long-term relationships with various customers. 

 

The company is run by Anand Desai, who has 28 years of experience in 

the chemical industry. Mr. Desai took over sole management of ARIL in 

2013, by buying out the stake held by his uncle. The transaction was 

consummated with financial assistance from an investor, Mr. Milan 

Thakkar, who continues to hold a ~23% stake in ARIL. Besides Mr. 

Desai, the other promoter of the company is Dr. Kiran Patel, another 

financial investor who invested in ARIL beginning 2016. 
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Manufacturing units 
 

ARIL has six multi-purpose manufacturing facilities in Gujarat, India, 

with four facilities located at Sachin and two at Jhagadia. Together, 

these have a total capacity of ~23,438MT, as of Dec-2020. Given that 

ARIL’s operations are primarily export-oriented, the close proximity of 

its facilities located at Sachin to Adani Hazira Port helps reduce freight 

and logistics costs. Further, the company has a dedicated in-house R&D 

facility and a pilot plant located at Sachin Unit-6, which is equipped with 

laboratories engaged in process development, process innovation, new 

chemical screening and engineering. 

 
Figure 3: Manufacturing footprint 

 

Source: Company, IIFL research 

 

Figure 4: Manufacturing capacity by unit 

 
Source: Company, IIFL Research 

 
Figure 5: Installed capacity and utilisation 

 

Source: Company, IIFL Research 

 
In recent years, ARIL has invested heavily into capacity expansion, 

particularly at Units 5 & 6, which were commissioned in 4QFY20. Total 
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company’s return ratios. However, these units are projected to sharply 
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ramp up revenues starting FY21, helping return metrics improve in the 

next few years. 

 

Industry overview 
 

Global agrochemical market 
The global agrochemical market was valued at US$62.5bn in 2019 and 

is projected to grow to US$86bn by 2024, implying a Cagr of ~6.6%. 

 
Figure 6:  The US$55bn synthetic pesticides market is expected to grow to US$71bn by 
2024 

 
Source: F&S report 
 

Figure 7:  The US$8bn bio-pesticides market is projected to double to US$16bn by 
2024 

 
Source: F&S report 

 
Figure 8:  Global agrochemical market by geography, 2019 

 
Source: F&S report 
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Figure 9: Global agrochemical market by company, 2019 

 
Source: F&S report 

 

Indian agrochemical industry 
 

With a market share of ~8%, India was the third-largest pesticide 

exporter by volume in 2018, trailing China (whose market share is 

27%) and Germany (whose share is marginally higher than India’s). 
 

Figure 10:  India’s agrochemical exports (US$ bn) are growing faster than domestic 
sales 

 
Source: F&S report 

API industry 
 
Figure 11:  The global API Industry is estimated to reach ~US$260bn by 2024 

 
Source: F&S report; Note: numbers have been rounded off to the nearest billion 

 
Figure 12: The Indian API Industry is estimated to grow to ~Rs1.2trillion by 2025 

 
Source: F&S report 
Note: numbers have been rounded off to the nearest billion 

 
In 2019, India imported ~32% of its domestic demand for APIs, 

reflecting the sizeable opportunity for import substitution. 
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Figure 13:  India’s API imports by country − 2019 

 
Source: F&S report 

 

Production-linked incentive scheme 

The Indian government has notified four schemes to facilitate domestic 

manufacturing of bulk drugs and medical devices, involving a 

cumulative budgetary allocation of approximately Rs120bn over several 

years. The production-linked incentive scheme for the promotion of 

domestic production of key starting materials/direct intermediates and 

APIs is likely to grant ~Rs69.4bn worth of benefits to greenfield 

projects. The financial rewards will be given over six years for the sales 

of the 41 listed goods. 

 

 
 
 

 
 

 
 
 

 
 
 

 

Contract Research & Manufacturing Services (CRAMS) 
 
Figure 14:  Global CRAMS market (US$ bn) 

 
Source: F&S report 
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Figure 15:  Global custom synthesis &  manufacturing market in 2019, by region 

 
Source: F&S report 

 
Figure 16: Indian CRAMS market (US$ bn) 

 
Source: F&S report 

 
Pharmaceutical contract manufacturing forms the largest portion of the 

contract research and manufacturing services market in India – 

accounting for ~45% of the total industry size. 

 

Figure 17:  India CRAMS market by application industries, 2019 

 
Source: F&S report 
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China’s loss, India’s gain 
 

Several global customers are choosing a ‘China+1 offshore strategy’, 

with capacities shifting to cost-efficient markets such as India, which 

have strong technology capabilities. This has provided India the 

opportunity to intensify its efforts to capture larger market share. While 

Chinese companies are expected to recover from the environmental 

crackdown they underwent in recent years, it is likely that they will 

come back at significantly higher cost of production, given the 

investment needed in environmentally-compliant equipment and 

manufacturing practices. On the other hand, India is expected to have 

significantly strengthened its position in the global supply chain, and is 

seen as a viable alternative for global players looking to de-risk their 

supply chain. The trend of de-risking of input procurement from China 

by global chemical leaders offers export as well as domestic sales 

opportunities for the Indian specialty chemical industry. Given India’s 

heavy dependence on China for APIs as well as intermediates (for both 

pharmaceuticals and agrochemicals), there exists a large opportunity 

for Indian companies to capture. Support from the Indian government, 

e.g. via the PLI schemes, could be an added booster for the Indian 

chemical industry. 
 

ARIL: Key strengths 
 
Long-term relationships with a diversified base of customers 

ARIL has developed strong and long-term relationships with various 

multinational corporations, and this has helped the company expand its 

product offerings, processes and geographical reach. Its customers are 

typically engaged in a range of industries, including agrochemicals, 

personal care products, pharmaceuticals, specialty pigments and dyes, 

and polymer additives, and spread across various geographies, allowing 

risk mitigation resulting from customer, industry and geographic 

concentration. ARIL has established relationships with various 

customers such as Syngenta, Sumitomo, BASF, Bayer Cropscience, 

Adama and UPL, across Europe, Japan, the United States, Singapore 

and India. The company derives a significant proportion of its revenues 

from long-term agreements with customers. Revenue generated from 

the top-10 customers represented ~87% of FY20 revenues (~84% of 

9MFY21 revenues). 

 

Core focus on process innovation 

ARIL’s focus on process innovation through continuous R&D and value-

engineering has been instrumental in its business growth, improving its 

ability to customise products for customers as well as reducing cost of 

production. The company’s R&D is focussed on performing multi-step 

synthesis as well as developing in-house processes and identifying 

complex chemistries. The company has a dedicated in-house R&D 

facility and a pilot plant located at Sachin Unit-6, which is equipped with 

laboratories engaged in process development, process innovation, new 

chemical screening and engineering. As of Dec-2020, the company has 

a dedicated team of over 42 employees in its R&D department. 

 

In terms of process capability, ARIL has diversified and expanded its 

expertise into multi-step synthesis and complex chemistries such as 

etherification, diazotisation and hydrolysis, acylation, hydrogenation, 

fluorination, alkylation, nitration, amination, esterification, chlorination 

and bromination. The company is currently utilising continuous process 

technology to carry out chemical reactions such as diazotisation and 

hydrolysis, nitration, chlorination and distillation. 

 

Diversified and customised product portfolio 

ARIL has diversified and expanded its operations from conventional 

products into CSM of life-science related specialty chemicals and other 

specialty chemicals, which have diverse applications across various 

industries. As there are limited companies in India catering to such 

diverse segments, ARIL faces limited direct competition from key Indian 

vendors, thus strengthening its strategic position. The company’s 

commercialised product portfolio has expanded, from 25 products in 

FY18 to 41 products as of Dec-2020. The diversified product portfolio 

allows for limited dependence on individual products, helps counter 

seasonal trends and addresses different business cycles across 

industries where these products are used. 

 

ARIL is also backward-integrated in certain products, and the company’s 

dependence on imported raw materials as a percentage of total raw 

materials purchases has decreased, from 26% in FY18 to 22.4% in 
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FY20. Imported raw materials from China as a percentage of total raw 

materials purchased decreased, from 17.1% in FY19 to 12.2% in FY20. 

ARIL’s margins are fairly stable and predictable, as the company 

operates on a transparent cost model and a margin typically mentioned 

in the purchase order and/or agreement. The final purchase price is 

usually pre-determined and mutually agreed upon between ARIL and 

the customer. 

 

Experienced promoters and strong management team 

ARIL is led by experienced promoters, some of whom have significant 

experience in the chemical industry. Anand Desai has ~28 years of 

experience in the chemical industry, and is supported by a strong team 

of experienced professionals, most of whom have stayed with ARIL for 

several years. For example, Dr. Nileshkumar Naik, who heads the 

company’s R&D, has been associated with the company since 1985. 

 

Automated manufacturing units with focus on environment 

ARIL currently has six manufacturing facilities situated in Gujarat, with 

four facilities located in Sachin and two facilities in Jhagadia. The 

company provides large-scale CSM services, offers multi-step synthesis 

and undertakes complex chemical reactions. The manufacturing facilities 

are highly automated and equipped with glass-lined, titanium cladded 

and stainless steel reactors, enabling the company to manufacture a 

diverse range of products, minimise the number of employees required, 

and reduce cost and human error. 

 

Strategies 
 

Continues to focus on custom synthesis and manufacturing by 

developing innovative processes and value engineering 

Management believes that offering value-engineering and developing 

innovative processes in its custom synthesis and manufacturing 

operations enable the company to enter into long-term contracts with 

customers, which in turn ensures product off-take and helps deliver 

better margins. The company aims to differentiate itself by developing 

in-house innovative processes which provides better leverage in terms 

of pricing. The company is working on new complex chemistries, such 

as hydrogenation and photo-chlorination. It is currently in the process 

of developing a few products by undertaking “photo chemistry 

technology”, which it intends to take to commercial scale. In addition, 

the company continues to enhance its “continuous and flow chemistry” 

capabilities by exploring opportunities to manufacture active ingredient 

products. 

 

Management believes that the company’s focus on value-engineering to 

enter new value chains and replace lower-value products with higher-

value products in the same chemistry will enable it to service needs of 

customers to a larger extent as well as increase its wallet share with 

existing customers. The company also intends to capitalise on cross-

selling opportunities that higher-value products offer, by leveraging on 

its long-standing relationships with customers. Management intends to 

focus on early-stage process innovation and development. This will 

enable the company to be the initial supplier for certain customised 

specialty chemicals. 

 

Expand business by capitalising on industry opportunities and 

organic and inorganic growth 

Custom synthesis and manufacturing is on the rise in India and is 

expected to clock a CAGR of 12% over the next five years. Given the 

“China plus one strategy” of western manufacturers, the increased cost 

of manufacturing in China and China’s trade disputes with US, there is 

ample opportunity for Indian companies to gain global market share. 

The Government of India’s ‘Make in India’ campaign is also expected to 

act as a stimulus to the manufacture of chemicals in India. The 

company intends to continue participating in various domestic and 

international industry exhibitions, for exploring new business 

opportunities with existing and prospective customers. Management 

aims to strengthen its position in India by growing both, organically and 

inorganically. In the future, management are open to considering 

acquisition opportunities to selectively expand verticals, e.g. the 

company had acquired Jhagadia Unit-4, a multipurpose backward 

integrated facility, in 2014. 

 

Diversify product portfolio and expand chemistry expertise 

Management will continue to focus on manufacturing specialty 

chemicals that are intermediates of key molecules manufactured by its 

customers. The company intends to broaden its product offerings 
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through innovation, focus on sustainable solutions, undertaking new 

chemistries and multi-step synthesis of niche products. The company 

aims to focus on molecules that i) are patented; ii) are in the early 

stages of their life cycle; iii) are of high or medium value and low 

volume; iv) involve complex chemistries; and iv) would lead to high 

growth rates on commercialisation across geographies. 

 

The company intends to offer a wide range of chemistries (e.g. Grignard 

reactions), including certain niche chemistries (e.g. ethylene oxide, 

ammoxidation and isobutylene) currently undertaken by only a few 

companies in the country. These chemistries will enable ARIL to 

manufacture more products in the life-science related specialty 

chemicals vertical. 

 

Continues to focus on cost efficiency and improving productivity 

Given increased competition and stringent regulations, the company 

intends to focus on keeping operating costs low which management 

believe is critical for remaining profitable. Management will continue to 

focus on developing and adopting energy-efficient technologies & 

practices, increasing usage of alternative raw material and fuels, and 

waste utilisation technologies to optimise production costs. The 

company intends to continue integrating its manufacturing facilities and 

carrying out most of the processes in-house, to maximise efficiencies. 

 

Financial analysis 

 
ARIL’s total revenue has grown at a Cagr of 18% over the last 10 years 

from Rs972m in FY10 to Rs5.3bn in FY20 (Rs5.4bn in 9mFY21). Ebitda 

clocked a Cagr of 23% over FY10-20. Net profit grew, from Rs69m in 

FY10 to Rs530m in FY20 (Rs481m in 9MFY21). The growth has been 

driven by steady capex over the years, the strengthening of the product 

offerings and an increasing customer footprint. 

 
 

Figure 19:  Revenue and margin trend 

 
Source: Company, IIFL Research 

 
In terms of key raw materials, the company utilises phenol and benzene 

derivatives, such as para chloro phenol and meta dichloro benzene, 

bromine, pyrazole, various chloro- and fluoro-intermediates, solvents, 

chlor-alkalies and metal catalysts. The company has a centralised 

system for procurement of raw materials across all its manufacturing 

facilities. Historically, ARIL sourced raw material from multiple vendors 

in India, China and Japan. However, the company’s dependence on 

imports from China has reduced: imported raw materials from China (as 

a percentage of total raw material purchases) decreased, from 14.9% in 

FY18 to 12.7% in FY20. The company usually does not have long-term 

supply contracts with its raw material suppliers. Pricing and production 

volumes are negotiated for each purchase order, and there are no 

contractual commitments other than those set forth in the purchase 

orders. While the long-term agreements with certain customers typically 

cover price escalations on account of an increase in raw material costs, 

the company is exposed to fluctuations in the prices of raw material for 

products for other customers, who place purchase orders on a spot 

basis. 

 
In FY20, export revenues accounted for ~68% of total revenues (~61% 

in 9MFY21). Revenue from Europe, Japan, United States and India 

accounted for 36%, 5.8%, 3.7% and 32%, respectively. 
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Figure 20:  Breakdown of revenues 

 
Source: Company, IIFL Research 

 
Figure 21:  Geographic breakdown − FY20 

 
Source: Company, IIFL Research 

 

Figure 22:  Return profile 

 
Source: Company, IIFL Research 
Note:  
1
RoE (Return on Equity) = PAT (Profit After Tax) / Average of Total Equity of the Current Year and 

the Previous Year  
2
RoCE (Return on Capital Employed) = Ebit (Earnings Before Interest and Tax) / Average of the 

Current Year and the Previous Year of (Total equity + Total debt) 

 
Figure 23:  DuPont analysis 

 

Source: Company, IIFL Research 
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While ARIL’s RoE was healthy at 20-30% till FY16, it started declining 

thereafter, as the company incurred a total capex of Rs8.5bn over FY18-

20 across various projects (primarily, units 5 & 6). This led to a decline 

in return ratios, as both asset turnover and margins fell subsequently. 

Commissioning of units 5 & 6 was delayed, as the company decided to 

rework the plants and make them fully automated. Asset turnover and 

profit margins are expected to increase over FY21-23, as the company 

sweats out the newly commissioned units, improves its product mix and 

reduces inventory days. 

 

ARIL’s inventory days (which stood at 205 for FY20) are significantly 

higher than those of peers. This is because the company enters into 

annual pricing contracts with customers and, hence, procures inventory 

for the entire contract duration to protect itself from raw material price 

volatility. Additionally, certain large customers have also asked the 

company to maintain spare capacities and adequate inventory to 

prevent risk of stock-outs. We expect inventory days to improve to 150 

by FY23, as the company is in discussions with customers to shift to 

semi-annual contract pricing. 

 
Figure 24:  Capex and free cash-flow generation 

 

Source: Company, IIFL Research 

 

Figure 25:  Working capital analysis 

 
Source: Company, IIFL Research 

 
Figure 26:  Net debt trend 

 
Source: Company, IIFL Research 
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Outlook 
 
We expect ARIL’s Ebitda Cagr at ~39% over FY21-23ii, as the company 

ramps up capacity utilisation after incurring ~Rs8.5bn of capex over 

FY18-20. Almost Rs3.5-4bn of the capex incurred during the period 

pertains to newly-commissioned units 5 & 6, whose capacity utilisation 

is expected to ramp up over the next few years.  

 
Figure 27:  Capacity utilisation by unit 

MT FY18 FY19 FY20 9mFY21 

Sachin Unit-1 
   

 Installed capacity 2,778  3,362  4,542  4,542  

Capacity utilisation 78.0% 77.2% 81.3% 90.7% 

Sachin Unit-2 
   

 Installed capacity 2,220  2,520  2,520  2,520  

Capacity utilisation 96.1% 71.3% 78.8% 75.5% 

Sachin Unit-3 
   

 Installed capacity 4,760  5,950  6,088  6,130  

Capacity utilisation 88.6% 77.1% 81.7% 86.9% 

Jhagadia Unit-4 
   

 Installed capacity 2,420  3,050  3,520  3,520  

Capacity utilisation 83.0% 73.5% 78.6% 84.7% 

Jhagadia Unit-5 
   

 Installed capacity  -   -  5,520  5,520  

Capacity utilisation 0.0% 0.0% 8.0% 42.9% 

Sachin Unit-6 
   

 Installed capacity  -   -  1,206  1,206  

Capacity utilisation 0.0% 0.0% 7.3% 66.8% 

Total 
   

 Installed capacity 12,178  14,882  23,396  23,438  

Capacity utilisation 86.5% 75.4% 59.6% 74.7% 
Source: Company, IIFL Research 

 

 

 

ARIL enjoys strong relationships with global customers such as 

Syngenta, Sumitomo, BASF, Bayer Cropscience and Adama. While 

ARIL’s revenue was largely concentrated towards BASF and Syngenta a 

few years ago, the company has now diversified its customer base and 

won contracts from other MNCs, such as Bayer, Sumitomo and UPL. We 

believe ARIL is well-placed to capitalise on these relationships via order 

wins and, thus, quickly ramp up utilisation. 
 
Figure 28:  Revenue and Ebitda margin outlook 

 
Source: Company, IIFL Research 

 
Revenue is thus expected to register a Cagr of ~Rs33% over FY21-23ii, 

to Rs14.1bn. The improvement in capacity utilisation and benefits from 

operating leverage and an improved sales mix are also expected to 

improve Ebitda margins, from ~24.3% in 9MFY21 to ~25.3% in FY23ii. 

 

We expect finance costs to reduce, from ~Rs647m in FY21 to Rs105m 

in FY22, as we expect the IPO proceeds to be used to pay back debt if 

~Rs5.5bn. This will further accelerate PAT growth. We expected ARIL’s 

PAT Cagr at ~87% over FY21-23ii, driven by ramp-up of capacity 

utilisation at Units 5 & 6 coupled with a steep reduction in finance costs. 

 

ARIL has also recently announced that the company has signed a letter 

of intent with one of the top 10 multinational life sciences companies in 

0.0%

4.0%

8.0%

12.0%

16.0%

20.0%

24.0%

28.0%

32.0%

 -

 2,000

 4,000

 6,000

 8,000

 10,000

 12,000

 14,000

 16,000

FY18 FY19 FY20 FY21ii FY22ii FY23ii

Revenue Ebitda marginRs in m 



 

  

  

 

abhij i t.akel la@ii flcap.com 

Anupam Rasayan – ADD 

 

14 

the world, for supplying specialty chemicals. The letter of intent 

amounts to Rs11bn over five years. 

 
Figure 29:  RoE and RoCE are expected to improve over the next few years 

 
Source: Company, IIFL Research 

 

We expect RoE and RoCE to improve to 13% and 16%, respectively, by 

FY23ii, on the back of improved utilisation of the newly-capitalised units 

5 & 6, reduction of inventory days and improved margins. The company 

has also decided to only take up projects with asset turnover of ~1.8-2x 

or better. 

 
Additionally, management also intend to incur capex of ~Rs1bn in FY22, 

on cost-saving measures that will help save various costs, among which 

are energy and environmental costs. Management expect the IRR of 

these projects to be ~25% and, thus, expect the company to save 

~Rs250m of costs once these measures are implemented. 

 

Risks 

 

• ARIL’s business revenues is significantly contingent on the life 

sciences-related specialty chemicals segment, and end-user demand 

from this industry could be impacted by factors such as seasonality 

of customers’ product, regulatory action, climatic conditions (for 

agrochemicals) and economic conditions. 

• ARIL derives a significant portion of revenue from certain customers, 

and the loss of one or more such customers could adversely affect 

its business and financial condition. Revenues generated from sales 

to its top 10 customers represented ~87% of total FY20 revenues. 

• The company’s success depends on its ability to manage customer 

relationships. Inability to enter into long-term contracts with 

customers may result in expenses and investments without a 

proportionate increase in its revenues/profits. There is also a risk 

that some of its customers may start manufacturing their own active 

ingredients and intermediates, and discontinue contracts with ARIL. 

• The company’s business is capital-intensive and requires capex 

action in advance of earning revenues. This has led to a build-up in 

debt. If the company’s internal accruals fall short of projections, it 

may need to raise outside funding to meet balance sheet 

requirements. Inability to obtain financing in a timely manner may 

delay expansion plans. 

• The company is subject to stringent environmental, health and 

safety laws, regulations and standards. Non-compliance with these 

may result in fines, criminal sanctions, revocation of operating 

permits, or shutdown of its manufacturing facilities. 

 

Recommendation and valuations 
 

We initiate coverage on Anupam Rasayan with an ADD recommendation 

and a Mar-22 target price of Rs700/share (30x FY23ii P/E). We project a 

revenue Cagr of 33% over FY21-23ii, as newly-commissioned capacities 

move towards optimal utilisation. New project wins could improve 

growth visibility for FY24 & beyond. The repayment of debt of up to 

~Rs5.5bn, using IPO proceeds, should lead to a reduction in interest 

expense, driving a PAT Cagr of 87% over FY21-23. Given the growth 

outlook and opportunities ahead, we expect premium valuations to 

sustain. 
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Figure 30: Valuation comparables 

 Name Market cap (US$ m) 
CMP 

(Rs) 

EPS CAGR P/E (x) EV/EBITDA (x) P/B (x) 

FY20-23 FY22e FY23e FY22e FY23e FY22 

Anupam Rasayan  859   640  49.7% 37.9  27.5  23.8  18.0   3.7  

PI Industries 5,224  2,565  29.8% 42.7  35.5  28.9  23.8   7.3  

SRF 5,109  6,423  15.3% 28.8  23.6  17.9  14.9   5.7  

Navin Fluorine 2,227  3,351  1.1% 59.1  39.3  41.4  27.6  10.4  

Aarti Industries 3,600  1,539  19.3% 38.3  29.5  22.3  18.2   7.9  

Astec Lifescience  301  1,146  27.0% 29.0  23.0  17.3  13.9   7.2  
 

Source: Bloomberg, IIFL Research 
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Figure 31: Board of Directors 

Name Designation Comments 

Dr. Kiran C Patel 
Chairman and 
Non-Executive 
Director 

Completed his fellowship in affiliation with the Columbia University of New York in 1982 and served as a cardiovascular fellow at the Overlook 
Hospital, from 1980 to 1982. He served on the house staff of Jersey City Medical Center as resident, internal medicine, from 1978 till 1980. He was 
elected as a fellow of the American College of Cardiology in 1993. He holds a degree in bachelor of medicine and bachelor of surgery from Gujarat 
University. He also holds a school certificate, incorporating a general certificate of education from the University of Cambridge and a general 
certificate of education examination from the University of London. Further, Dr. Patel holds diploma certificates in the specialty of internal 
medicine and the subspecialty of cardiovascular disease from the American Board of Internal Medicine. Dr. Kiran C Patel is also a promoter director 
on the boards of Rudraksh Academy Private and Solace Healthcare Private. 

Mona A Desai 
Vice-Chairman and 
Whole-Time 
Director 

Has over 18 years of experience in the field of chemicals industry and has been actively involved in the running of the Company. She is one of the 
company's first Directors. She holds a bachelor’s degree in home science. Ms. Desai was the chairperson of the Board April 2013 to August 2020. 
She is also a director on the board of RIRCPL. 

Anand S Desai Managing Director 
Has over 28 years of experience in the field of chemicals industry and has been actively involved in the running of the Company. He was one of the 
first directors of the company. He is the zonal chairman of Confederation of Indian Industry, southern Gujarat region for the year 2020-2021, and a 
member of Confederation of Indian Industry’s national committee on chemicals and petrochemicals for the year 2020-2021. 

Mr. Milan Thakkar 
Non-Executive 
Director 

He has been associated with the Company since 2018, as an additional Non-Executive Director. He is also a director on the boards of Arochem 
Industries Private and Nanavati Developers Private. He was previously on the board of Exochem.  

Hetul Krishnakant 
Mehta  

Independent 
Director 

He is a founding director of Praveen Laboratories Private and Advanced Diabetes Centre Private. He published a patent application in relation to the 
process for preparation of clopidogrel polymorphous form 1 using seed crystals. 

Dr. Namrata 
Dharmendra 
Jariwala  

Independent 
Director 

She is currently an assistant professor at Sardar Vallabhbhai National Institute of Technology, Surat. She has published research papers in various 
journals. She has been a part of various consultancy projects assigned by Sardar Vallabhbhai National Institute of Technology. She holds a doctor in 
philosophy degree in chemical engineering. Dr. Jariwala also holds a master’s degree and a bachelor’s degree in engineering (civil).  

Vijay Kumar Batra 
Independent 
Director 

Has been a member of the board of directors of the Flow Chemistry Society India chapter and is a member of Institute of Chemical Engineers. He 
also was the managing director of Regent Drugs. He has been previously associated with Albany Molecular Research Inc as its Managing Director. 
He has also served as the president and the director of JK Drugs and Pharmaceuticals. He has been a consultant to various companies involved in 
the pharmaceutical sector. He completed an executive development programme from Wharton School of the University of Pennsylvania and holds 
a bachelor’s degree in chemical engineering from Indian Institute of Technology, Delhi.  

Vinesh Prabhakar 
Sadekar 

Independent 
Director 

He is the founding partner of KT Energy Solutions LLP. He was a member of the executive committee and the chairman of human resources 
committee of Organisation of Pharmaceuticals Producers of India. He was elected as an honorary fellow of the Indian Institute of Chemical 
Engineers. He has been previously associated with Navin Fluorine International and Cheminova India (Managing Director). He holds a bachelor’s 
degree in chemical engineering from the University of Bombay. 

 

Source: Company, IIFL Research 
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Figure 32: Management team 

Name Designation Comments 

Anand S Desai Managing Director  

Has over 28 years of experience in the field of chemicals industry and has been actively involved in the running of the Company. He 
was one of the first directors of the company. He is the zonal chairman of Confederation of Indian Industry, southern Gujarat 
region for the year 2020-2021 and a member of Confederation of Indian Industry’s national committee on chemicals and 
petrochemicals for the year 2020-2021. 

Mona A Desai Executive Director  
Has over 18 years of experience in the chemicals industry and has been actively involved in the running of the Company. She is one 
of the company's first Directors. She holds a bachelor’s degree in home science. Ms. Desai was the chairperson of the Board April 
2013 to August 2020. She is also a director on the board of RIRCPL. 

Afzal Malkani Chief Financial Officer 
He commenced his career with the Company in October 2005, and was appointed as the Chief Financial Officer in December 2014. 
He is qualified as a chartered accountant and also holds a bachelor’s degree in commerce. 

Dr. Nileshkumar Naik Technical Head  
He commenced his career with the Company, since its incorporation, and holds a doctor of philosophy degree in chemistry, 
master’s degree in science (organic chemistry) and a bachelor’s degree in science 

Dr. Anuj Thakar  
Head of Research and 
Development  

He commenced his career with the company in 2005. He holds a doctor of philosophy degree in chemistry, a master’s degree in 
science (organic chemistry) and a bachelor’s degree in science. 

Ravi Desai Head of Sales 
He joined the Company in 2012, having been previously associated with Standard Chartered Bank. He holds a master’s degree in 
computer applications and a bachelor’s degree in science. 

Suchi Agarwal 
Company Secretary and 
Compliance Officer 

She joined the Company in 2013. She has previously been associated with Ardor International, as a company secretary. She holds a 
bachelor’s degree in commerce and also a bachelor’s degree in law. She is qualified as a company secretary from the Institute of 
Company Secretaries of India and as a corporate social responsibility professional from the Indian Institute of Corporate Affairs.  

 

Source: Company, IIFL Research 
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Background: Anupam Rasayan India (ARIL) is one of the leading companies engaged in the custom synthesis and manufacturing of specialty chemicals 

in India. The company’s key focus area is custom synthesis and manufacturing (CSM) operations by developing in-house processes for manufacturing 

products requiring complex chemistries and achieving cost optimisation. Anupam has six multi-purpose manufacturing facilities in Gujarat, India, with 
four facilities located at Sachin and two at Jhagadia. Together, these have a total capacity of ~23,438MT. 

Company snapshot 

Name Designation 

Anand Desai Managing Director 

Mona Desai Executive Director 

Afzal Malkani Chief Financial Officer 

  

 

 

Assumptions  
Y/e 31 Mar, 
Consolidated 

FY19A FY20A FY21ii FY22ii FY23ii 

Revenue (Rs m) 5,015  5,289  8,004  11,029  14,140  

YoY revenue growth (%) 46.9  5.5  51.3  37.8  28.2  

Ebitda (Rs m)  931  1,349  1,841  2,702  3,570  

Ebitda margin (%) 18.6  25.5  23.0  24.5  25.3  
Source: Company, IIFL Research 
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Financial summary  
Income statement summary (Rs m) 
Y/e 31 Mar, Consolidated FY19A FY20A FY21ii FY22ii FY23ii 
Revenues 5,015 5,289 8,004 11,029 14,140 
Ebitda 931 1,349 1,841 2,702 3,570 
Depreciation and amortisation (225) (287) (520) (552) (606) 
Ebit 706 1,062 1,321 2,150 2,964 
Non-operating income 195 105 239 204 234 
Financial expense (244) (453) (647) (105) (93) 
PBT 657 714 913 2,249 3,105 
Exceptionals 0 0 0 0 0 
Reported PBT 657 714 913 2,249 3,105 
Tax expense (155) (184) (246) (562) (776) 
PAT 502 530 666 1,687 2,328 
Minorities, Associates etc. (10) 0 0 0 0 
Attributable PAT 492 530 666 1,687 2,328 
 

Ratio analysis 
Y/e 31 Mar, Consolidated FY19A FY20A FY21ii FY22ii FY23ii 
Per share data (Rs)      
Pre-exceptional EPS 6.6 6.9 6.7 16.9 23.3 
DPS 0.0 0.0 0.0 0.0 0.0 
BVPS 68.0 77.8 156.7 173.6 196.9 
Growth ratios (%)      
Revenues 46.9 5.5 51.3 37.8 28.2 
Ebitda 26.6 44.8 36.5 46.8 32.1 
EPS 0.2 5.2 (3.9) 153.1 38.1 
Profitability ratios (%)      
Ebitda margin 18.6 25.5 23.0 24.5 25.3 
Ebit margin 14.1 20.1 16.5 19.5 21.0 
Tax rate 23.6 25.8 27.0 25.0 25.0 
Net profit margin 10.0 10.0 8.3 15.3 16.5 
Return ratios (%)      
ROE 10.2 9.6 6.2 10.2 12.6 
ROCE 8.6 8.9 8.1 10.7 15.6 
Solvency ratios (x)      
Net debt-equity 1.3 1.3 0.0 0.0 0.0 
Net debt to Ebitda 7.1 5.9 0.2 0.1 0.0 
Interest coverage 2.9 2.3 2.0 20.6 31.8 
Source: Company data, IIFL Research 

 

Balance sheet summary (Rs m) 
Y/e 31 Mar, Consolidated FY19A FY20A FY21ii FY22ii FY23ii 
Cash & cash equivalents 71 268 8,041 1,885 1,619 

Inventories 1,954 2,970 4,057 4,532 5,811 

Receivables 1,206 1,295 1,974 2,719 3,486 

Other current assets 1,276 1,320 1,386 1,455 1,528 

Creditors 738 1,302 1,974 2,719 3,486 

Other current liabilities 582 1,030 480 480 480 

Net current assets 3,186 3,522 13,004 7,393 8,478 

Fixed assets 8,715 10,783 11,263 12,311 12,904 

Intangibles 0 0 0 0 0 

Investments 4 4 4 4 4 

Other long-term assets 0 0 0 0 0 

Total net assets 11,905 14,309 24,271 19,708 21,386 

Borrowings 6,697 8,180 8,420 2,170 1,520 

Other long-term liabilities 137 192 192 192 192 
Shareholders’ equity 5,071 5,937 15,660 17,346 19,675 
Total liabilities 11,905 14,309 24,271 19,708 21,386 
 

Cash flow summary (Rs m) 
Y/e 31 Mar, Consolidated FY19A FY20A FY21ii FY22ii FY23ii 
Ebit 706 1,062 1,321 2,150 2,964 
Tax paid (125) (92) (246) (562) (776) 
Depreciation and amortization 225 287 520 552 606 
Net working capital change (581) (482) (1,709) (545) (1,351) 
Other operating items 164 175 239 204 234 
Operating cash flow before interest 389 949 125 1,799 1,677 
Financial expense (244) (438) (647) (105) (93) 
Non-operating income 0 0 0 0 0 
Operating cash flow after interest 145 511 (523) 1,694 1,583 
Capital expenditure (2,481) (1,799) (1,000) (1,600) (1,200) 
Long-term investments 14 0 0 0 0 
Others (34) (54) 0 0 0 
Free cash flow (2,356) (1,342) (1,523) 94 383 
Equity raising 0 354 9,056 0 0 
Borrowings 2,301 1,170 240 (6,250) (650) 
Dividend 0 0 0 0 0 
Net chg in cash and equivalents (55) 182 7,773 (6,156) (267) 
Source: Company data, IIFL Research 
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analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of IIFLCAP 

and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account. 

We submit that no material disciplinary action has been taken on IIL by any regulatory authority impacting Equity Research Analysis. 
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This research report was prepared by IIFL Securities Limited (Formerly ‘India Infoline Limited’)  Institutional Equities Research Desk (‘IIFL’), a company to engage activities is not dealer United States and, therefore, is 

not subject to U.S. rules of reports independence of research report is provided for distribution to U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. 

Securities Exchange recipient of wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this report should do IIFL IIFLCAP’), broker dealer in the 

United States.  
 

IIFLCAP accepts responsibility for the contents of this research report, a person whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry FINRA”) and 
an person of IIFLCAP may not be subject to applicable restrictions under FINRA Rules with held by analyst IIFL has other business units with independent research teams different views stocks and This report for the 

personal information of the authorized recipient and is not for public distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information of the 

investors, and should not be construed as an offer or solicitation of an offer to buy/sell any securities. 
 

We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates do not or completeness. The opinions expressed are our current opinions as of the 
date appearing in the material and may be subject to from to time without notice. or any persons connected it accept any liability arising from the use of this document. The recipients of this material should rely on 

their own judgment professional advice on this information. IIFL or any of its connected persons including its directors or or not in way for any or damage that may arise to any from any inadvertent error the 

information contained, views and opinions expressed in this publication. 
 

IIFL and/or its affiliate companies may deal in the securities mentioned herein as a broker or for any transaction as a Maker, Investment Advisor, to issuer persons. IIFL generally prohibits its analysts from having 

financial interest in the securities of any of the companies that the analysts cover. In addition, company its employees from conducting Futures & Options transactions or holding any shares for a period of less than 30 
days. 
 

Past performance should not be taken as an indication or guarantee of performance, and no or warranty, express performance. estimates contained in this report reflect a judgment of its original date of publication by 

IIFL and are subject to change of mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate may adverse on the price of such securities 

or financial instruments. 
 

Analyst Certification: (a) that the views expressed in the research report accurately reflect part of her compensation was, is, or will be directly or indirectly related to the specific recommendation or views contained 

in the research report. 

A graph of daily closing prices of securities is available at http://www.nseindia.com/ChartApp/install/charts/mainpage.jsp, www.bseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-quotes. 

(Choose a company from the list on the browser and select the “three years” period in the price chart). 
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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.    

Distribution of Ratings: Out of 241 stocks rated in the IIFL coverage universe, 127 have BUY ratings, 8 have SELL ratings, 74 have ADD ratings and 30 have REDUCE ratings  

Price Target: Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios with companies seen by the analyst as 
comparable or a combination of the two methods. The result of this fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuation method is used there 

is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s products. Such 

demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates and, in 
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