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Anupam Rasayan is one of the leading companies engaged in custom
synthesis and manufacturing of specialty chemicals in India. The company

had commenced business as a partnership firm in 1984 as a manufacturer ‘

of conventional products and has, over the years, evolved into a player in %,

custom synthesis and manufacturing life science related specialty chemicals

and other specialty chemicals, which involves multi-step synthesis and ANUPAM RASAYAN INDIALTD.

complex technologies, for a diverse base of Indian and global customers.
The key focus in custom synthesis and manufacturing operations is
developing an in-house innovative processes for manufacturing products

requiring complex chemistries and achieving cost Optimisation. m

To expand business by capitalising on industry opportunities,
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= . Issue Details Amount
organic, inorganic growth network lssue Opens March 12, 2021
In 2019, the Indian_ marlfet for custom _synthesis _and manufa_cturing was Issue Closes March 16, 2021
valued at US$11.5 billion in 2019 for specialty chemicals accounting for ~6% .

. . . Issue Size [ Crore) 760

of the global custom synthesis and manufacturing market. Custom synthesis .
manufacturing is on the rise in India while the contract research and Price Band R) 533555
manufacturing services market is expected to grow at 12% in the next five No of Shares on Offer (Crore) 1.35
years, owing to strong growth from end-use demand. In addition, the ‘China Minimum lot size 27
plus one’ strategy and the shift in manufacturing operations and sourcing of Face Value ) 10

raw materials from China on account of tightening of environmental
protection norms in China since 2015, increase in operating and labour costs

and trade dispute between China and the US, provides an opportunity for Shareholding Pattern (%)

India to capture a larger market share. Pre-issue Postissue
Promoters 15.8% 65.4%
Public 24.2% 34.6%
Total 100.0% 100.0%

To diversify product portfolio, expand chemistry expertise

Anupam Rasayan intends to offer a wide range of chemistry competency
with emphasis on chemistries like Grignard and new group chemistries such
as ethylene oxide, ammoxidation and isobutylene. Currently, only a few
companies in India undertake such new group chemistries (Source: F&S
Report). Further, these chemistries will enable it to manufacture more Objects of the issue % Crore

products in the life science related specialty chemicals vertical. The
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X Reayment of debt 564
company also proposes to cater to customers across new industry
segments and in new geographies to grow market share. General Corporate Purpose NA
. Total Fresh issue Proceeds 760
Key risk & concerns “Upper Band
o Client concertation remains a key risk
Mitesh Shah
e Higher working capital cycle keeps FCF subdued mitesh.sha@icicisecurities.com
e Inability to pass on higher RMAT cost to impact bottomline Dhavan Shah
Priced at FY20 P/E of 104.7x on upper band dhavan.shah@icicisecurites.com
At X 555, the stock is available at 104.7x FY20. We believe valuations are on
the higher side given that it has been facing constraints towards generating
FCF owing to higher working capital cycle, leading to a bloated balance
sheet and thereby subdued return ratios. We expect lower probability of
inventory cycle to get normalised and thereby WC cycle, going ahead.
% Crore) FY18 FY19 FY20 CAGR FY18-20
Net Revenue 341.4 501.5 528.9 24.5
EBITDA 73.5 93.1 134.9 35.4
EBITDA Margins (%) 21.5% 18.6% 25.5%
Adj.PAT 40.3 50.2 53.0 14.6
Adj. EPS ?) 4.0 5.0 5.3
EV/EBITDA 75.5x 59.6x 41.1x
P/E 137.4x 110.4x 104.7x
ROE (%) 8.8 9.9 8.9
ROCE (%) 8.7 9.2 10.0

Source: RHP, ICICI Direct Research. Note: Valuation ratios are calculated based on post issue money.
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Company background

Anupam Rasayan is one of the leading companies engaged in custom
synthesis and manufacturing of specialty chemicals in India. The company
had commenced business as a partnership firm in 1984 as a manufacturer
of conventional products and has, over the years, evolved into a player in
custom synthesis and manufacturing of life science related specialty
chemicals and other specialty chemicals, which involves multi-step
synthesis and complex technologies, for a diverse base of Indian and global
customers. The key focus in custom synthesis and manufacturing
operations is developing in-house innovative processes for manufacturing
products requiring complex chemistries and achieving cost optimisation.

The company has developed strong and long-term relationships with
various multinational corporations, including, Syngenta Asia Pacific Pte Ltd,
Sumitomo Chemical Company and UPL that has helped it to expand product
offerings and geographic reach across Europe, Japan, the US and India. In
particular, the company has been manufacturing products for certain
customers for over 10 years. In 9MFY21, it has manufactured products for
over 53 domestic and international customer, including 17 multinational
companies.

Business segments

The company has two distinct business verticals (i) life science related
specialty chemicals comprising products related to agrochemicals, personal
care and pharmaceuticals and (ii) other specialty chemicals comprising
specialty pigment & dyes and polymer additives. In FY20 and 9MFY21,
revenues from life science related specialty chemicals vertical accounted for
95.37% and 93.75%, respectively, of overall revenue, while revenue from
other specialty chemicals accounted for 4.63% and 6.25%, respectively.

Life science related specialty chemicals

The company manufactures a variety of life science related specialty
chemicals comprising products related to agrochemicals, personal care and
pharmaceuticals. It manufactures agro intermediates and agro active
ingredients for the agrochemicals industry that are used in the manufacture
of, among others, insecticides, fungicides and herbicides. For the personal
care industry, the company provides, among others, anti-bacterial and ultra
violet protection intermediates and ingredients. In the pharmaceutical
segment, it focusses on developing intermediates and ‘key starting
materials’ for active pharmaceutical ingredients and may also be used in,
among others, material sciences and surface chemistry.

Exhibit 1: Life science segment revenue (Z crore)
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Other specialty chemicals

Other specialty chemicals are used in diverse end-user segments,
comprising specialty pigments, specialty dyes and polymer additives.

Exhibit 2: Other speciality segment revenue (X crore)
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Manufacturing facility

The company operates six manufacturing facilities in Gujarat, with four
facilities in Sachin, Surat, Gujarat and two in Jhagadia, Bharuch, Gujarat, as
of December 31, 2020. The facilities had an aggregate installed capacity of
23,438 MT, as of December 31, 2020. Each manufacturing facility has the
ability to manufacture a wide range of products while products can be
interchanged to address the requirements of customers. Further, given that
operations are primarily export oriented, it has close proximity to Adani
Hazira Port. In addition, the power requirements for facilities are met through
local state power grid through interstate open access while water is
procured from Gujarat Industrial Development Corporation.

Exhibit 3: Total installed capacity, capacity utilisation based on different facility

Particulars Unit As of and for the financial vear ended March 31, As of and for the
] 2018 2019 2020 nine months ended
December 31, 2020
A. Sachin Unit -1
Installed capacity'" MT 2,778 3362 4,542 4,542
Actual Production'® MT 2,168 1,784 3,691 3,089
Capacity utilization” (%a) 78.03% 77.16% 81.27% 90.68%
B. Sachin Unit -2
Installed capacity'" MT 2220 2520 2,520 2,520
Actual Production'?! MT 2,134 1,795 1,986 1,428
Capacity utilization (%a) 96.13% 71.25% 78.82% 75.54%

C. Sachin Unit -3

Installed capacity" MT 4,760 5,950 6,088 6,130
Actual Production'® MT 4.216 4,587 4971 3.997
Capacity utilization® (%a) 88.58% 77.10% 81.65% 86.93%
D. Jhagadia Unit -4

Installed capacity!! MT 2,420 3,050 3,520 3,520
Actual Production® MT 2,009 2,240 2,766 2,235
Capacity utilization®® (%) §3.02% 73.46% 78.60% B4.66%

E. Jhagadia Unit -5*

Particulars Unit As of and for the financial year ended March 31,  As of and for the
2018 2019 2020 nine months ended
December 31, 2020
Installed capacity'" MT - - 5,520 5,520
Actual Production®® MT - - 441 1,777
Capacity utilization (%) - - 7.99% 4293%

F. Sachin Unit -6

Installed capacity'" MT - - 1,206 1,206
Actual Production'® MT - - 88 604
Capacity utilization (") - - 7.29% 66.75%
Total

Installed capacity'" MT 12,178 14,882 23,396 23438
Actual Production® MT 10,527 11,217 13,944 13,130
Capacity utilization'® %) 86.45% 75.38% 59.59% 74.65%

P
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Research & Development

The company has a dedicated in-house R&D facility in Sachin Unit - 6, which
is equipped with laboratories engaged in process development, process
innovation, new chemical screening and engineering that assists in pursuing
efficiencies from the initial conceptualisation up to commercialisation of a
product. In addition, it has a pilot plant at Sachin Unit — 6 that has the
capability to support customer needs for pre-commercial production for
product development by employing new production technology and
performing large number of complex chemical reactions. As of December
31, 2020, it has a dedicated team of over 42 employees in R&D department.
The company has a commercialised product portfolio of 41 products as on
December 31, 2020.

Exhibit 4: Product portfolio
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Customer profile

The company’s customer base currently comprises a number of
multinational, regional and local companies including many multinational
corporations like Syngenta Asia Pacific Pte Ltd, Sumitomo Chemical
Company and UPL Ltd. In the nine months ended December 31, 2020,
Anupam Rasayan manufactured products for over 53 domestic and
international customer, including 17 multinational companies.

Exhibit 5: No of customers
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Investment Rationale

Continues to focus on custom synthesis manufacturing by
developing innovative processes

The company intends to continue developing in-house innovative processes
for new complex chemistries like hydrogenation and photo chlorination. It
continuously seeks to try and explore which products or processes can be
converted to continuous process for which it develops in-house processes.
Further, the company is currently in the process of developing a few
products for customers by undertaking photo chemistry technology and
intend to advance this technology to take it to a commercial scale. Photo
chemistry technology provides various benefits, including, shorter and
simplified multi-step synthesis of complex molecules, increased
accessibility to a portfolio of novel compound families and large potential
for automation (Source: F&S Report). In addition, it also seeks to continue to
enhance continuous and flow chemistry capabilities by exploring
opportunities to manufacture active ingredient products.

Expand business by capitalising on industry opportunities,
organic & inorganic growth

According to the F&S Report, India’s specialty chemicals industry is
expected to grow at a CAGR of ~10-11% over the next five years, due to
rising demand from end-user industries, along with tight global supply on
account of stringent environmental norms in China. Further, India accounts
for ~1-2% of the global exportable specialty chemicals, indicating a large
scope of improvement and widespread opportunity. In 2019, the India
market for custom synthesis and manufacturing was valued at US$11.5
billion in 2019 for specialty chemicals accounting for ~6% of the global
custom synthesis and manufacturing market. Custom synthesis
manufacturing is on the rise in India while the contract research and
manufacturing services market is expected to grow at 12% in the next five
years, owing to strong growth from end-use demand. In addition, the ‘China
plus one’ strategy and the shift in manufacturing operations and sourcing of
raw materials from China on account of tightening of environmental
protection norms in China since 2015, increase in operating and labour
costs, and trade dispute between China and the US, provides an opportunity
for India to capture a larger market share.

To diversify product portfolio, expand chemistry expertise

The company intends to continue to focus on its ability to customise
products according to the specific requirements of customers and broaden
portfolio through innovation, focus on sustainable solutions, undertake new
chemistries and perform multi-step synthesis of niche products. Its R&D
team is focused on building knowledge-based value added products, new
innovative processes, scaling up the capacity of existing products while
lowering the cost of production and improving the existing design
parameters to increase the yields and, thus, the overall product quality. The
company is focused on expanding chemistry expertise and entering into
new value chains by adding new reaction capabilities at manufacturing
facilities. It intends to offer a wide range of chemistry competency with
emphasis on chemistries like Grignard and new group chemistries like
ethylene oxide, ammoxidation and isobutylene. Currently, only a few
companies in India undertake such new group chemistries (Source: F&S
Report). Further, these chemistries will enable it to manufacture more
products in the life science related specialty chemicals vertical. It also
proposes to cater to customers across new industry segments and in new
geographies to grow its market share.
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Key risks & concerns

¢ C(Client concertation remains key risk: Top five clients constitute
~50% of overall revenue while top 10 clients contribute to the tune
of ~84%. Since the company has different major customers in its
business profile, any loss in customer can impact order backlog and
thereby revenue performance

o Higher working capital cycle keeps FCF subdued — The company
enters into fixed price annual contract with buyers at the end of
calendar year. Similarly, it keeps higher inventory to offset any price
fluctuation. This leads to higher working capital cycle and limits FCF
generation. This has enabled the company to fund capex through
external borrowing in the past. Continuance of this can bloat the
balance sheet if it intends to increase the scale of the business

¢ Inability to pass on higher RMAT cost to impact bottomline — The
company’s key RM are para chloro phenol and meta dichloro
benzene, whose prices have remained volatile in the past. Anupam
Rasayan does not enter into long-term supply contracts with any raw
material suppliers while purchase prices for customers are pre-
determined either annually or for the duration of the agreement.
Accordingly, any subsequent variation in price of raw materials may
not be passed on to customers and can impact gross margins of the
business

ICICI Securities | Retail Research 6
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Financial summary

Exhibit 6: Profit and loss statement

< crore

Year end March FY18 FY19 FY20
Total Operating Income 341.4 501.5 528.9
Growth (%) - 46.9 5.5
Raw Material Expenses 153.5 257.1 210.5
Gross Profit 187.9 244.4 318.3
Employee Cost 15.9 18.6 21.0
Other Operating Expenses 98.4 132.7 162.5
EBITDA 73.5 93.1 134.9
Growth (%) - 26.6 44.8
Other Income 7.8 19.5 10.5
EBITDA, including Ol 81.3 112.6 145.4
Depreciation 17.6 22.5 28.7
Net Interest Exp. 14.0 24.4 45.3
Other exceptional items 0.0 0.0 0.0
PBT 49.8 65.7 na
Total Tax 9.4 15.5 18.4
Tax Rate 18.9% 23.6% 25.8%
PAT 40.3 50.2 53.0
Adj.PAT after Minority interest 40.3 50.2 53.0
Adj. EPS %) 40 5.0 5.3
Shares Qutstanding 10.0 10.0 10.0
Source: Company, ICICI Direct Research

Exhibit 8: Balance sheet I crore
Year end March FY18 FY19 FY20
Liabilities

Share Capital 50.0 50.0 50.0
Reserves 407.6 4571 543.7
Total Shareholders Funds 451.6 507.1 593.7
Long Term Borrowings 267.8 462.3 524.2
Net Deferred Tax liability 10.2 13.7 19.2
QOther long term liabilities 0.0 0.0 33.0
Current Liabilities and Provisions

Short term borrowings 123.0 154.4 2311
Trade Payables 62.1 73.8 130.2
Other Current Liabilities 77.0 108.7 125.9
Short Term Provisions 35 25 0.8
Total Current Liabilities 265.6 339.4 494.0
Total Liabilities 1,001.2 1,322.5 1,664.1
Assets

Net Block 382.2 680.9 938.1
Capital Work in Progress 256.1 190.6 100.9
Non-current investments 2.6 0.4 0.4
QOther Non Cument Assets 15.5 211 731
Current Assets, Loans & Advances

Current Investments 0.0 0.0 0.0
Inventories 172.5 195.4 297.0
Sundry Debtors 88.4 120.6 129.5
Cash and Bank 9.1 11 26.8
Loans and Advances 16.4 21.4 25.2
QOther Current assets 58.4 79.0 73.0
Current Assets 344.7 423.5 551.5
Total Assets 1,001.2 1,322.5 1,664.1

Source: Company, ICICI Direct Research
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Exhibit 7: Cash flow statement < crore

Year end March

PBT & Extraordinary
Depreciation

After other adjustments

(Inc)/ Dec in Working Capital
Taxes

Others

CF from operating activities
Purchase of Fixed Assets
Others

CF from investing activities
Proceeds from issue of shares
Bomowings (Net)

Others

CF from financing activities
Net cash flow

Effects of foreign currency translation
Opening Cash & Bank
Closing Cash & Bank

FY18
49.8
17.6

-93.8
-8.5
2.3

-20.3

-255.6
0.5
-255.1

167.9

120.9

-14.0

274.8
-0.5

19
9.1

FY19
65.7
225

-58.1
-12.5
3.7
38.9
-248.3
-1.9
-250.2
0.0
230.1
-24.4
205.7
-5.6

9.1
1.1

FY20
4
28.7

-48.2
9.2
33.8
94.9
-180.4
2.2
-1178.2
35.4
117.0
-51.0
101.4
18.2

1.1
26.8

Exhibit 9: Key ratios

Year end March
Per share data (3)
Adj. EPS

Adj. Cash EPS

BV

Operating Ratios (%)
Gross Margin (%)
EBITDA Margin (%)
PAT Margin (%)
Debtor Days
Inventory Days
Creditor Days

Cash Conversion Cycle
Return Ratios (%)
Retum on Assets (%)
RoCE (%)

Core RolC (%)

RoE (%)

Solvency Ratios
Total Debt/ Equity
Interest Coverage
Cument Ratio

Quick Ratio
Valuation Ratios (x)
EV/EBITDA

P/E

P/B

EV/Sales

FY18

4.0
5.8
120.9

55.0
21.5
11.8
94
184
66
213

4.0
8.7
6.7
8.8

0.9
4.6
1.3
0.6

75.5
137.4
4.6
16.3

FY19

5.0
13
125.8

48.7
18.6
10.0
88
142
54
176

3.8
9.2
6.3
9.9

1.2
3.1
1.2
0.7

59.6
110.4
44
1.1

FY20

53
8.2
134.5

60.2
25.5
10.0
89
205
90
205

3.2
10.0
8.0
8.9

1.3
2.6
1.1
0.5

4.1
104.7
4.1
10.5

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
companies that are coming out with their initial public offerings and then categorises them as Subscribe, Subscribe
for the long term and Avoid.

Subscribe: Apply for the IPO
Avoid: Do not apply for the IPO

Subscribe only for long term: Apply for the IPO only from a long term investment perspective (>two years)

ln'ollm'n“’o'::uuhn.u'u;l i BHOE(EH \
| ICICI Securities Ltd. |@l 755 akxins ) :
1 Analyst Award 2012 A:

1
(@ 1cici diroct.com| N 124"

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Mitesh Shah, (cleared all 3 levels of CFA), Dhavan Shah (MS Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recom jations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its idiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, 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 ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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