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Breaking into the next orbit with a bang 
Neogen Chemicals Ltd (NCL) is a leading manufacturer of bromine and 

lithium-based derivatives in India with technocrat promoters at the helm. We 

believe the improvement in the share of custom synthesis manufacturing 

(CSM) and advanced intermediates will result in strengthening of the balance 

sheet and manifest earnings visibility. The tripling of its organic chemicals 

manufacturing capacity will not only allow it to fulfil commitments of the two 

long-term contracts, but also bestow flexibility in selection of new molecules. 

Capacity expansion will accelerate the pace of growth, which was previously 

curtailed by limited infrastructure. We expect strong EBITDA and PAT 

CAGRs of 35/47% over FY22-24E. We initiate coverage on NCL with a BUY 

and target price of INR 1,220, (WACC 10%, terminal growth 5%). The stock is 

trading at 43.4/28.0 on FY23/24E EPS. 

Contribution from CSM to total revenue to reach 20% by FY24E  

In custom synthesis, the focus is on chemistry-oriented sales rather than 

product-oriented sales. NCL has strong competencies in certain chemistries and 

technologies and offers a wide range of products, which can be manufactured 

using this matrix of chemistries and technologies. It differentiates itself and 

commands an edge over others in custom manufacturing by additionally 

offering process innovation, which generally reduces the overall operating costs 

for the customers. Revenue from this business has jumped up from ~INR 2mn in 

FY16 to ~INR 336mn in FY21, while the share of this in the total revenue has 

increased from 0.2% in FY16 to 10% in FY21. We expect it to further jump up to 

20% by FY24E on the back of an already signed long-term contract. 

Capacity addition to drive growth    

The organic chemicals capacity will rise from 1,30,400 litres to 3,90,000 litres with 

the commissioning of the ongoing expansion project by Oct-21. Post this 

expansion, ample capacity will be available with NCL to allow it to fulfil 

commitment given in the two long-term contracts and those that are expected to 

be signed in the near future. The current capacity expansion has a potential to 

generate a revenue of INR 6.50-6.75bn by FY24E. The company has >40 acre of 

freehold land available for future expansion at Dahej and Vadodara. At this 

juncture, it has invested in capacity building, and now onwards, it is time for it 

to tap new customers and enter more industries and markets. 

Improving return ratios, strong balance sheet  

We expect expansion in RoCE from 11.3% in FY21 to 16.6% in FY24E, driven by 

improvement in profitability. The working capital cycle should improve with 

reduction in inventory days. The net debt to EBITDA will fall from 3.4x in FY22E 

to 1.9x in FY24E. NCL is expected to generate an FCF of INR 698mn over FY23-

24E in the absence of any major Capex. 

Financial Summary (Consolidated) 

INR mn 
Q1 

FY22 

Q4 

FY21 

QoQ 

(%) 

Q1 

FY21 

YoY 

 (%) 
FY20 FY21 FY22E FY23E FY24E 

Net Sales 846 927 (8.7) 765 10.6 3,061 3,364 4,062 5,094 6,775 

EBITDA 156 185 (15.6) 135 15.9 581 644 814 1,086 1,491 

APAT 74 93 (21.1) 60 21.9 287 313 372 521 805 

AEPS (INR) 3.2 4.0 (21.1) 2.6 21.9 12.3 13.4 15.9 22.3 34.5 

P/E (x) 
     

78.8 72.1 60.8 43.4 28.0 

EV/EBITDA(x)      41.2 38.4 31.2 23.3 17.0 

RoE (%) 
     

25.3 18.5 18.8 22.3 28.3 

Source: Company, HSIE Research 
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Neogen Chemicals- Initiating Coverage 

Story in charts  
Exhibit 1: CSM’s share in the revenue on the rise   Exhibit 2: Organic chemicals’ capacity expansion 

   

 

  

Source: Company, HSIE Research  Source: Company, HSIE Research 

 
Exhibit 3: Inorganic chemicals’ capacity expansion  Exhibit 4: End-user industries mix 

  

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 

 

Exhibit 5: Working capital cycle to improve going 

forward 

 Exhibit 6: Introduction of newer products to drive 

growth 

 

 

 

Source: Company, HSIE Research 
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Investment rationale 

1. Increasing contribution of custom manufacturing - from 0.2% 

in FY16 to 20% in FY24E 

Exhibit 7: Increasing trend of CSM contribution to total revenue 

 

Source: Company, HSIE Research 
 

In custom synthesis, the company’s focus is on chemistry-oriented sales rather 

than product-oriented sales. It has competencies in chemistries as well as 

technologies. In custom synthesis, the know-how and technical specifications are 

developed inhouse, whereas in contract manufacturing, either entirely or 

partially, the know-how and the technical specifications are provided by the 

customer.  

The company offers a varied range of products that can be manufactured using 

the matrix of technology and chemistries available, giving it the advantage of 

ease of shifting products. Also, the company is able to cater to the demand from 

a spectrum of customers, rather than focusing on just a few end user industries. 

Exhibit 8: Process capabilities 

 

Source: Company, HSIE Research 
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The company’s decadal experience in handling bromine chemistry and stringent 

rules, following compliance and confidentiality, allow it to secure its custom 

synthesis and contract manufacturing businesses. It differentiates itself and has 

an edge over others in custom manufacturing by additionally offering process 

innovation, which generally reduces the overall operating costs for the 

customers.  

The products manufactured under CSM have 4-8 steps of production, starting 

from the raw material one. Therefore, they command better pricing as compared 

to bromine derivatives. Prices of CSM products range from USD 35-300 per kg as 

compared to USD 10-30 per kg for bromine derivatives.  

NCL has commenced custom synthesis and contract manufacturing of a few 

speciality chemicals for multinational companies based out of Europe and Japan. 

NCL has recently signed two long-term contracts with innovators and the 

company has blocked capacity for it. Business guaranteed under these contracts 

is between INR 300-400mn per annum on the lower side, and INR 700-800mn on 

the higher side from each customer. Revenue from one of the contracts signed by 

the company will be accrued under the CSM business. The company has already 

started dispatching the product under this long-term contract and it will ramp 

up in H2FY22.  

Business of custom synthesis will expand as the R&D team will demonstrate its 

capability to develop technology and/or processes to manufacture various 

molecules. Thus, the company has to develop competencies in newer chemistries 

and technologies to expand its business. NCL spends ~35-40% of its annual R&D 

expenses on working on emerging technologies and addition of new chemistries. 

The contract manufacturing business will enable it to enter into long term 

contracts with assured margins and product off-take, which would help it 

strengthen repeat business. Moreover, guaranteed volume off-take from the 

customers justifies investments. The company has entered into contract 

manufacturing arrangements with a few international companies, which are 

engaged in the pharmaceutical, agrochemical, aroma and speciality polymer 

industries. It has already delivered products under these arrangements. The 

average rate of rejection/return of products has been less than 1%.     

The company has increased the size and scale of this business segment over the 

past few years. Revenue from this business has jumped up from ~INR 2mn in 

FY16 to ~INR 336mn in FY21, while the share of this in the total revenue has 

increased from 0.2% in FY16 to 10% in FY21. We expect it to further jump up to 

20% by FY24E on the back of the long-term contract in CSM. As the share of 

custom manufacturing increases, revenue will accrue more from dedicated 

capacities. This will help NCL to reduce its working capital cycle.  

 

2. Capacity addition to drive growth 

In order to cater to the rising demand of its products, the company has doubled 

its inorganic chemicals’ capacity to 2,400mtpa. It has started doubling its organic 

chemicals capacity from 1,30,400 litres to 2,56,400 litres under the phase I 

expansion plan in FY20. Phase I was expected to be completed in Q4FY21. 

Meanwhile, strong visibility from global customers gives it confidence to 

announce the phase II Capex plan. Under this, it has planned to expand organic 

chemical capacity further to 3,90,000 litres by Q4FY22. However, the company 

has planned to combine both the phases and complete the expansion by Q2FY22. 

This allows it to optimise costs and plant shutdown time.    

NCL’s business was constrained owing to the non-availability of adequate 

capacities as plants were running at almost full capacities. Post this expansion, 
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ample capacity will be available with the company to fulfil its commitment 

given in the two long-term contracts and the contracts that are expected to be 

signed in the near future. Addition of these capacities will give the company 

more flexibility to add more molecules. It can introduce either value-added 

advanced intermediates or high-volume bromine derivatives.  

Domestic agrochemical companies require supply in large quantities of 

intermediates as most of them are generic. NCL has been unable to serve these 

customers in the past, owing to capacity constraints. Capacity augmentation will 

pave the way for it to tap these customers.  

The company has sufficient land at Dahej and Vadodara for future expansion. It 

shall ramp up its production from additional capacities over the remaining part 

of FY22E and FY23E. Owing to this, it will be in a better position to address 

demand for its products and take a call on further expansion. We strongly 

believe that it can comfortably add more capacities as it has over 40 acres of 

unutilised freehold land and is also expected to have a stronger balance sheet, 

going forward. The current capacity expansion of NCL has a potential to 

generate a revenue of INR 6.50-6.75bn by FY24E.  

Exhibit 9: Capacity addition of organic chemicals over the years 

 

Source: Company, HSIE Research 

 

Exhibit 10: Capacity addition of inorganic chemicals over the years 

 

Source: Company, HSIE Research 

 

 

 



 

Page | 6 
 

 Neogen Chemicals: Initiating Coverage 
 

Exhibit 11: Growing capacity utilisation to drive growth 

 

Source: Company, HSIE Research 

Exhibit 12: Land utilisation 

Location  Land area Land utilisation 

 Mahape  1 acre 100% 

 Vadodara  40 acres 20% 

 Dahej  12 acres 20% 

Source: Company, HSIE Research 

 

3. Strategy to tap business opportunities 

NCL’s products can be broadly classified in three categories, namely bromine-

based derivatives, lithium derivatives, and advanced intermediates. As per the 

assessment made by the management, molecules in which the company 

currently operates in have a global market size of ~INR 90-105bn. The market 

size of bromine derivatives and lithium derivatives is ~INR 40-50bn each, while 

that for advanced intermediates is ~INR 10-15bn.  

NCL is targeting ~6-8% of the global opportunity with the existing 

manufacturing capacities, including the additional capacities under the ongoing 

expansion plan. The plant utilisation of the existing facility will reach its peak 

utilisation by FY24E. The expected revenue at peak utilisation will be ~INR 6.5-

6.75bn. Revenue from lithium derivatives would be INR 1bn, while bromine 

derivatives and advance intermediates are expected to contribute INR 2.25bn 

each.  

Custom manufacturing is the sub-segment of advanced intermediates. The share 

of custom manufacturing in total revenue is expected to increase from 0.2% in 

FY16 to ~20% by FY24E. Thus, by FY24E, the revenue break-up will be 20% 

lithium derivatives, 20% CSM, 40% bromine derivatives, and 20% advanced 

intermediates.  

Exhibit 13: Revenue mix trend 

 

Source: Company, HSIE Research 

50%
40%

20%

20%

10%
20%

20% 20%

0%

20%

40%

60%

80%

100%

FY21 FY24E

Bromine derivatives Advanced intermediates CSM Lithium derivatives

0%

20%

40%

60%

80%

100%

F
Y

1
6

F
Y

1
8

F
Y

2
0

F
Y

2
4

E

Average capacity utilisation (%)



 

Page | 7 
 

 Neogen Chemicals: Initiating Coverage 
 

In order to tap the opportunity, NCL has doubled its inorganic chemicals’ 

capacity and tripled its organic chemicals’ capacity in FY20 and FY22E 

respectively to 2,400mtpa and 3,90,000 litres. Further, the company has 

strengthened its R&D capability over the past three years and is also planning to 

allocate more Capex to support new projects. NCL has appointed a vice 

president for R&D dedicated to the business development for its CSM business. 

~60% of the R&D capacity is focusing on CSM.  

Exhibit 14: Capex trend 

 

Source: Company, HSIE Research 
      

4. High entry barriers: 

NCL manufactures bromine-based compounds, lithium salts and other specialty 

chemical compounds such as chlorine, fluorine and iodine-based ones. There 

exist many entry barriers, owing to various aspects that are listed below. 

a. Hazardous chemicals to handle: Manufacturing facilities utilise various 

hazardous and inflammable industrial chemicals such as bromine, inorganic 

acids such as hydrobromic acid, hydrochloric acid and hydrofluoric acid, 

flammable organic solvents, brominating and chlorinating agents and other 

corrosive raw material. Mishandling of hazardous chemicals and any 

accident related to the use of these chemicals or otherwise during the 

manufacturing process may cause industrial accidents, fire, loss of human 

life, damage to the property and/or environment. Any such event could 

adversely affect the company’s reputation. Therefore, necessary controls and 

processes should be in place and standard operating procedures should be 

followed strictly. 

b. Deep-rooted relationships with suppliers and customers: Bromine and 

lithium are the key raw materials for NCL. The sources of supply for these 

are concentrated in only a few countries. Bromine is predominantly 

available in Israel and Jordon, while lithium is largely found in Chile, 

Argentina, and Bolivia. Therefore, building a strong relationship with the 

supplier is an important aspect for this business’ operations. The company 

has over 25 years of relationship with its suppliers and is the largest 

importer of lithium in India. 

NCL has long standing relationships with its customers for the lithium-

bromine liquid product. Three engineering companies - Thermax, Voltas 

and Kirloskar - use lithium-bromine liquid in high quantities to manufacture 

chillers. They prefer local suppliers in order to keep inventory levels low. 
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c. High costs of compliance: NCL manufactures in its advanced intermediates 

business compounds either on its own or under contract manufacturing for 

pharmaceutical and agrochemical industries. The end user industry is 

mandated to operate within a regulatory framework outlined by regulatory 

authorities. There exist strict protocols for the quality of drugs. The 

companies and its suppliers are constantly under the supervision of their 

drug regulators to ensure adherence to appropriate systems, laws and 

processes. Adherence to these regulations and processes requires proper 

investment. Higher cost of compliance could make operations increasingly 

unviable for small players.  

d. Backward integration of advanced intermediates: NCL manufactures 

bromine derivatives, and by reacting them, further produces advanced 

intermediates. The companies involved in manufacturing of advanced 

intermediates are largely into API manufacturing. These companies are not 

backwardly integrated manufacturing bromine derivatives, while NCL is.  

e. High working capital requirement: Raw material is not available 

domestically in sufficient quantities. Therefore, a large portion of raw 

material is imported from countries like Argentina, Chile, Bolivia, Israel, and 

Jordon. NCL imports 30-40% of its total raw material requirement. Bromine 

and lithium react with many other compounds to form other products. The 

company produces over 200 products that require more than 300 different 

compounds. Many of these compounds are imported and it is economical to 

import these compounds in large quantities. 

Each customer of the company has its own specifications for finished 

products. The company, therefore, has to keep a large inventory of its 

products as well. Hence, the working capital cycle is long, owing to 

dependency on imported raw material and customised final products. This 

business in general has high a working capital requirement.   

Exhibit 15: Working capital to come under control post FY21 

 

Source: Company, HSIE Research 
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Exhibit 16: Entry barriers 

 

Source: Company, HSIE Research 
               

5. Value over volume strategy in bromine manufacturing:     

NCL focuses on low volume, high margin speciality chemicals in bromine 

chemistry rather than high volume, low margin products. In bromine-based 

compounds, there are commodity molecules with large volumes - >10,000tpa 

global demand - on the one hand and speciality molecules with small volumes - 

<2,000tpa global demand – on the other. The company has adopted the strategy 

of focusing on high-end value-added products and caters to the demand of 

bromine derivatives used in pharmaceutical, agrochemical, polymer, electronic 

chemical industries as intermediates.  

In the pharmaceutical industry, it is used as an intermediate for manufacturing 

active pharmaceutical ingredient (API); in the agrochemical industry, it is used 

as an intermediate for manufacturing of pesticides. One of the major uses of 

bromine is in the manufacture of flame retardants. However, NCL does not 

focus on this industry as it requires bulk manufacturing of the product and this 

industry is generally catered to by bromine manufacturers themselves (e.g., 

Israel Chemicals Ltd, Jordon Bromine Company Ltd and Albemarle 

Corporation).  

Most of the raw material is imported from politically unstable regions. The 

company does not exert any control over its raw material sourcing. Therefore, 

we do not expect a change in its current strategy to focus on value over volume. 
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Exhibit 17: Concentration of bromine (g/litre) 

 

Source: Company, HSIE Research 

 

Exhibit 18: Production and capacities globally of bromine 

 

Source: Company, HSIE Research 
      

6. Research and development is the key to success 

Process development and innovation are the two main pillars of success for 

NCL. Its growth is expected to be driven by process innovation and efficiency. 

Competencies developed in newer chemistries and technologies by the R&D 

team will bolster CSM business to grow.   

NCL spends ~1.5% of its revenue annually on R&D. The R&D team broadly 

works on three categories of projects, first of which is customer services – where 

a team of scientists work on product enquiries for CSM or generic products. 

Secondly, they work on emerging technologies for manufacturing, which 

enables it to produce molecules with efficient and economical technologies. 

Thirdly, the team works on addition of new chemistries. A large part of the R&D 

resources (60-65%) is allocated to work on the projects under customer services, 

while 15-20% of the resources are allocated towards the other two categories of 

projects each.  

NCL has two R&D facilities – one at Vadodara and the other at Mahape. It has a 

dedicated and experienced ~40 member R&D team. There are two teams, led by 

five qualified and experienced team leaders who are PhDs. Over the years, the 

company has increased its product portfolio to 226 products (until Q1FY22) from 

20 products in FY01. The company is committed to strengthening its R&D 

capabilities and doesn’t shy away from incurring R&D expenses. The promoters 

of the company are technocrats and who themselves drive innovation and 

research.  
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Exhibit 19: R&D expense planned to be 1-1.5% of revenue, going forward 

 

Note: R&D expenses for FY22, FY23 and FY24 are estimates.  

Source: Company, HSIE Research 
 

Exhibit 20: Product growth over the years 

 

Source: Company, HSIE Research 

 

  

4 12 20

57

95

156

189 198 205
224 226

0

50

100

150

200

250

1
9

9
1

1
9

9
6

2
0

0
1

2
0

0
6

2
0

1
1

2
0

1
6

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

Q
1

F
Y

2
2

No. of products



 

Page | 12 
 

 Neogen Chemicals: Initiating Coverage 
 

Financials  
In our view, NCL's revenue would grow at a 29% CAGR over FY22-24E to INR 

6.8bn vs 23% CAGR over FY14-21, owing to attainment of optimum capacity 

utilisation. At the same time, EBITDA CAGR would be ahead of revenue growth 

at 35%, due to (1) increasing contribution to the revenue from the high-margin 

CSM business and (2) operating leverage. By FY24E, we believe the EBITDA 

would reach INR 1.5bn from INR 0.8bn in FY22E, while margin would expand 

by 198bps to 22.0%.  

APAT will grow from INR 372mn in FY22E to INR 805mn in FY24E at a CAGR 

of 47% over FY22-24E. APAT margin will expand by 273bps from 9.2% in FY22E 

to 11.9% in FY24E, in line with EBITDA expansion. 

 

Exhibit 21: Revenue, growth and EBITDA margin 

 

Source: Company, HSIE Research 

 

Exhibit 22: Revenue mix (%) 

 

Source: Company, HSIE Research 
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Exhibit 23: Geographical revenue mix (%) 

 

Source: Company, HSIE Research 
 

Exhibit 24: End-user industries mix 

 

Source: Company, HSIE Research 

 

Exhibit 25: Gross margin movement and opex trend (%) 

 

Source: Company, HSIE Research 
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Exhibit 26: EBITDA and EBITDA margin % 

 

Source: Company, HSIE Research 

 

Exhibit 27: APAT and APAT margin % 

 

Source: Company, HSIE Research 

 

Exhibit 28: Net debt-equity ratio to drop to 0.9x in FY24E 

 

Source: Company, HSIE Research 

 

RoE and RoIC to expand from 18.8/13.2% in FY22E to 28.3/17.2% in FY24E 

The RoE/RoIC of NCL would expand from 18.8/13.2% in FY22E to 28.3/17.2% in 

FY24E, owing to an increase in profitability. 

  



 

Page | 15 
 

 Neogen Chemicals: Initiating Coverage 
 

Exhibit 29: Return on equity ratio (%) 

 

Source: Company, HSIE Research 

 

Exhibit 30: Return on invested capital (%) 

 

Source: Company, HSIE Research 

 

Positive operating and free cash flow, post FY22E 

NCL shall start generating positive operating and free cash flow, post FY22E, on 

the back of higher capacity utilisation and a better product mix. The company 

has no major Capex plans for the coming years. It is expected to generate an FCF 

of INR 342mn over FY22-24E. The FCF yield will be 1.4% in FY24E.  

Exhibit 31: Operating cash flows and free cash flows over the years 

 

Source: Company, HSIE Research 
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About the company 
Neogen Chemicals was founded by Mr. Haridas Kanani in 1989 and is one of the 

largest manufacturers of bromine-based compounds, inorganic lithium salts, 

which mainly find applications in pharmaceutical, agrochemical, specialty 

polymer, heating, ventilation and air conditioning (HVAC) and flavours and 

fragrance chemicals in India. Mr. Haridas Kanani is a technocrat who studied 

chemical engineering from IIT Mumbai and is also known as the “bromine man 

of India”. The company has a wide product portfolio of 226 products and has a 

presence in 28 countries. Apart from bromination and grignard chemistry, NCL 

has also developed competencies in other related chemistries such as alkylation, 

acylation, friedel craft, couplings and chlorination. It has two main segments: (1) 

organic chemicals (81% of the revenue mix) and (2) inorganic chemicals (19%). It 

has long standing relationships with customers and caters to big companies such 

as Solvay, Divis Laboratories, Lauras Labs, Thermax, Voltas and many more. 

The company has manufacturing locations at Karakhadi in Vadodara, Mahape 

in Navi Mumbai and an upcoming one at Dahej SEZ. It exports to 28 countries, 

including the US, UK, France, Germany, Spain, Italy, Japan, Mexico, Canada, 

South Korea, Netherlands, Belgium, Switzerland, Sweden, Denmark, Greece, 

Poland, Czech Republic, UAE, Saudi Arabia, Israel, Egypt, Taiwan, Australia, 

Ireland and China. Among these, Europe (UK, Spain, France, Germany and 

Italy), US and Japan are its largest markets. Exports form 47% of its total revenue 

in FY21. NCL holds 90% of the capital contribution in a partnership firm Dhara 

Fine Chem Industries, which is engaged in the business of manufacturing, sale 

and trading of organic and inorganic chemicals, and other related activities. 

NCL has two R&D facilities – at Vadodara and Mahape. It has a dedicated and 

experienced 37 member R&D team. Process development and innovation are its 

key pillars with the promoters, being technocrats, driving the R&D hands on. 

Exhibit 32: Milestones achieved by the company 

1989 
 Incorporation as a private limited company to scale up existing bromine 

derivatives business 

1991  Started operations with Lithium salts and organic bromide at Mahape 

1994  Increased in capacity from 1,600 litres to 6,000 litres at Mahape 

1998  Conversion to public limited company 

2000  Dedicated R&D Division set up 

2001 

 Started manufacturing speciality bromine compounds for advanced 

intermediates 

 Increased reactor capacity of Mahape facility from 6,000 litres to 20,000 litres 

2007  Increased reactor capacity at Mahape to 30,000 litres 

2012  Increased reactor capacity at Mahape to 45,000 litres 

2015  Acquired land in Dahej SEZ 

2016 

 Achieved a turnover of INR 1bn 

 Acquired manufacturing operations along with 39.6 acres of land from 

Solaris Chemtech Limited at Karakhadi, Vadodara 

2017  Commenced manufacturing operations at Vadodara Facility 

2019  Raised INR 1.32bn through IPO and offer for sale 

2020 
 Increased the capacity for Inorganic Chemicals from 1,200 MT to 2,400 MT 

through a Greenfield expansion at Dahej, Gujarat 

2021 

 Signed two long-term contracts with two leading innovator companies from 

which one's revenue will accrue in the CSM business and the other in 

bromine derivatives  

2022  Increased the capacity for Organic Chemicals to 3,90,000 litres in total 

Source: Company, HSIE Research  
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Exhibit 33: Product mix 

 

Source: Company, HSIE Research 

Exhibit 34: Equipment infrastructure 

Equipment  No. Capacity (at Vadodara) No. Capacity (at Mahape) 

 MS Glass Lined Reactors  14 8KL, 5KL, 3KL, 1KL 16 6.3KL, 3KL, 2KL 

 SS 316 Reactors  2 6KL (planned) 6 8.5KL, 6KL, 0.25KL 

 SS Agitated Nutsch Filter  0   3 1KL 

 MSGL Rotarty Cone Vacuum Dryer (RCVD)  1 2KL 1 0.75KL 

 SS Storage tank  8 15KL, 10KL, 4KL, 2KL (SS306) 2 1KL (SS316) 

 Distillation Column with Heat exchanger  14 Various capacities 7 Various capacities 

 4 Stage Steam Jet Graphite Ejector  9 1-3 TORR vacuum 8 1 TORR 

 HBr/HCl Scrubbing Systems  1 100/150 kg/hr 2 50/100 kg/hr 

 Centrifuge  4 48'' SS Halar coated 4 48'' SS Halar coated 

 High Vacuum Distillation Set Up  9 10 Theoretical stage glass 8 10 Theoretical stage glass 

Source: Company, HSIE Research 
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Financials (Consolidated) 
INCOME STATEMENT 
INR mn FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Revenues 1,215 1,612 2,391 3,061 3,364 4,062 5,094 6,775 

Growth % 11.6 32.7 48.3 28.1 9.9 20.7 25.4 33.0 

Raw Material 640 948 1,407 1,841 1,976 2,244 2,688 3,521 

Employee Cost 54 87 112 172 201 261 339 407 

Other Expenses 320 286 438 467 544 743 981 1,355 

EBITDA 200 290 434 581 644 814 1,086 1,491 

EBIDTA Margin (%) 16.5 18.0 18.2 19.0 19.1 20.0 21.3 22.0 

EBITDA Growth % 41.6 45.1 49.8 33.7 10.9 26.5 33.4 37.4 

Depreciation 13 19 28 52 69 118 175 202 

EBIT 187 271 406 528 575 696 911 1,290 

Other Income (Including EO Items) 3 7 5 1 1 1 - - 

Interest 75 104 119 119 138 193 216 217 

PBT 115 174 292 410 438 504 695 1,073 

Tax 38 64 83 124 129 133 175 268 

Share of Profit/(Loss) of investments accounted for using 

equity method 
0 0 1 1 4 1 1 1 

RPAT 77 110 209 287 313 372 521 805 

EO (Loss) / Profit (Net of tax) - - - - - - - - 

APAT 77 110 209 287 313 372 521 805 

Share from associates - - - - - - - - 

Minority Interest - - - - - - - - 

Consolidated APAT 77 110 209 287 313 372 521 805 

Consolidated APAT Growth (%) 48.2 43.0 90.7 36.8 9.3 18.7 40.1 54.6 

AEPS 3.3 4.7 9.0 12.3 13.4 15.9 22.3 34.5 

AEPS Growth % 48.2 43.0 90.7 36.8 9.3 18.7 40.1 54.6 

Source: Company, HSIE Research 

BALANCE SHEET 
INR mn FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

SOURCES OF FUNDS 
        

Share Capital 200 200 201 233 233 233 233 233 

Reserves And Surplus 220 304 501 1,329 1,597 1,893 2,307 2,919 

Total Equity 420 504 702 1,562 1,830 2,126 2,541 3,153 

Minority Interest - - - - - - - - 

Long-term Debt 368 385 506 304 1,161 1,161 1,161 1,161 

Short-term Debt 301 437 694 1,068 999 1,620 1,595 1,650 

Total Debt 669 822 1,200 1,371 2,160 2,781 2,756 2,811 

Deferred Tax Liability 37 40 49 56 82 83 85 87 

Long-term Provision and others 34 39 40 128 108 110 112 114 

TOTAL SOURCES OF FUNDS 1,159 1,406 1,991 3,117 4,179 5,100 5,494 6,165 

APPLICATION OF FUNDS 
        

Net Block 563 670 828 1,105 1,267 2,818 3,152 3,489 

Capital WIP 13 14 4 27 1,147 327 169 180 

LT Loans and Advances 45 48 29 100 97 99 101 103 

Total Non-current Investments 5 4 5 6 8 8 8 8 

Total Non-current assets 626 736 867 1,238 2,518 3,252 3,430 3,780 

Inventories 400 500 724 1,299 1,140 1,239 1,399 1,674 

Debtors 322 414 607 752 786 996 1,249 1,661 

Cash and Cash Equivalents 31 18 20 15 12 9 7 5 

Other Current Assets 145 136 247 245 464 473 482 492 

Total Current Assets 897 1,068 1,598 2,311 2,402 2,717 3,137 3,832 

Creditors 310 367 428 359 661 788 991 1,363 

Other Current Liabilities & Provns 55 32 45 72 79 81 83 84 

Total Current Liabilities 364 399 473 431 740 869 1,073 1,447 

Net Current Assets 533 669 1,124 1,880 1,661 1,848 2,064 2,385 

TOTAL APPLICATION OF FUNDS 1,159 1,406 1,991 3,117 4,179 5,100 5,494 6,165 

Source: Company, HSIE Research 
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CASH FLOW STATEMENT 
INR mn FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Reported PBT 115 174 293 411 442 505 696 1,074 

Non-operating & EO Items (3) (7) (5) (1) (1) (1) - - 

Interest Expenses 75 104 119 119 138 193 216 217 

Depreciation 13 19 28 52 69 118 175 202 

Working Capital Change (173) (149) (453) (761) 215 (190) (218) (323) 

Tax Paid (23) (61) (75) (117) (103) (132) (174) (266) 

OPERATING CASH FLOW (a) 4 81 (92) (296) 759 494 695 903 

Capex (408) (127) (176) (353) (1,350) (850) (350) (550) 

Free Cash Flow (FCF) (404) (46) (268) (649) (591) (356) 345 353 

Investments (5) 1 (1) (1) (2) (0) - - 

Non-operating Income 3 7 5 1 1 1 - - 

Others (31) (3) 18 (70) 3 (2) (2) (2) 

INVESTING CASH FLOW (b) (440) (122) (154) (423) (1,348) (852) (352) (552) 

Debt Issuance/(Repaid) 421 153 378 171 789 621 (25) 55 

Interest Expenses (75) (104) (119) (119) (138) (193) (216) (217) 

FCFE (58) 3 (10) (597) 60 72 105 191 

Share Capital Issuance - - 1 33 - - - - 

Dividend (5) (39) (38) (43) (47) (63) (89) (161) 

Others 101 19 26 672 (19) (10) (16) (30) 

FINANCING CASH FLOW (c) 442 29 248 713 586 355 (345) (353) 

NET CASH FLOW (a+b+c) 6 (13) 2 (5) (3) (3) (1) (2) 

EO Items, Others 
        

Closing Cash & Equivalents 31 18 20 15 12 9 7 5 

Source: Company, HSIE Research 

KEY RATIOS 

 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

PROFITABILITY % 
        

Gross profit margin 47.3 41.2 41.1 39.9 41.3 44.8 47.2 48.0 

EBITDA Margin 16.5 18.0 18.2 19.0 19.1 20.0 21.3 22.0 

EBIT Margin 15.4 16.8 17.0 17.3 17.1 17.1 17.9 19.0 

APAT Margin 6.3 6.8 8.8 9.4 9.3 9.2 10.2 11.9 

RoE 22.1 23.8 34.7 25.3 18.5 18.8 22.3 28.3 

RoIC 15.3 13.8 17.5 14.7 13.4 13.2 13.6 17.2 

RoCE 14.9 13.7 17.4 14.5 11.3 11.1 12.9 16.6 

EFFICIENCY 
        

Tax Rate % 33.3 37.0 28.5 30.4 29.4 26.4 25.2 25.0 

Fixed Asset Turnover (x) 3.3 4.7 3.1 2.9 2.5 1.8 1.5 1.7 

Inventory (days) 120 113 111 155 124 111 100 90 

Debtors (days) 97 94 93 90 85 89 89 89 

Other Current Assets (days) 43 31 38 29 50 43 35 27 

Payables (days) 177 141 111 71 122 128 135 141 

Other Current Liab & Provns (days) 16 7 7 9 9 7 6 5 

Cash Conversion Cycle (days) 67 89 123 194 129 108 84 60 

Net Debt/EBITDA (x) 3.2 2.8 2.7 2.3 3.3 3.4 2.5 1.9 

Net D/E 1.5 1.6 1.7 0.9 1.2 1.3 1.1 0.9 

Interest Coverage 2.5 2.6 3.4 4.4 4.2 3.6 4.2 5.9 

PER SHARE DATA (Rs) 
        

EPS 3.3 4.7 9.0 12.3 13.4 15.9 22.3 34.5 

CEPS 3.9 5.5 10.2 14.5 16.4 21.0 29.8 43.2 

Dividend 1.0 1.0 1.5 2.0 2.3 2.7 3.8 6.9 

Book Value 18.0 21.6 30.1 67.0 78.4 91.1 108.9 135.1 

VALUATION 
        

P/E (x) 294.0 205.6 107.8 78.8 72.1 60.8 43.4 28.0 

P/Cash EPS (x) 251.1 176.0 95.0 66.6 59.1 46.1 32.5 22.4 

P/BV (x) 53.8 44.8 32.2 14.5 12.3 10.6 8.9 7.2 

EV/EBITDA (x) 116.2 80.7 54.7 41.2 38.4 31.2 23.3 17.0 

EV/Revenue (x) 19.1 14.5 9.9 7.8 7.4 6.2 5.0 3.7 

Dividend Yield (%) 0.1 0.1 0.2 0.2 0.2 0.3 0.4 0.7 

OCF/EV (%) 0.0 0.3 (0.4) (1.2) 3.1 1.9 2.7 3.6 

FCFF/EV (%) (1.7) (0.2) (1.1) (2.7) (2.4) (1.4) 1.4 1.4 

FCFE/M Cap (%) (0.3) 0.0 (0.0) (2.6) 0.3 0.3 0.5 0.8 

Source: Company, HSIE Research 
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BUY: >+15% return potential 

ADD: +5% to +15% return potential 

REDUCE: -10% to +5% return potential 

SELL:   > 10% Downside return potential 
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