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Company is India’s largest zinc oxide manufacturer in terms of
production and revenue for zinc oxide manufacturing through
French process, which is the dominant production technology for
producing zinc oxide and has been adopted by all the major
producers in Americas, Europe and Asia .The market share of
Company is around 30% as on March 2022 .Company sell over
80 grades of zinc oxide and are among the top ten manufacturers
of zinc oxides globally .

VALUATION

Company is bringing the issue at price band of Rs 210-221 per
share at p/e multiple of 35x on H1FY24 PAT basis.

Company has leading market position with a diversified customer
base, being supplier to 9 out of top 10 global tyre manufacturers
and to all of the top 11 Indian tyre manufacturers, There are High
entry barriers in key end-use industries. Company has shown
Strong and consistent financial performance with growth of
revenue from operations and profit after tax growth at a CAGR
34.2825% and 40.43%, respectively, from FY21 to FY23.Also,
company has long-term relationships with customers and
suppliers & having robust supply chain with more than 250
customers in last 3 years. Company has Experienced and
dedicated management team; and has focus on long term
sustainability with environmental initiatives and safety standards.
Hence ,looking after all above we recommend “Subscribe” on
issue.

SUBSCRIBE

Price Band (Rs./Share)

210-221

Opening date of the issue

05" Mar ‘2024

Closing Date of the issue

07" Mar ’2024

No of shares pre issue

3,17,20,000 Eq Shares

Issue Size

Rs 247-251 Cr

Fresh issue

Rs 165 Cr

Offer For Sale

39,00,000 Eq Shares

No of Shares

11757142-11366063 Eq Sh

Face Value (Rs/ share)

Rs 10/share

Bid Lot

67

BIDDING DETAILS

QIBs (Including Anchor)

50% of the offer (Approx
56,83,030 Eq Shares)

Non-Institutional

15% of the offer (Approx
17,04,910 Eq Shares)

Retail

35 % of the offer ( Approx
3978123 Eq Shares)

Lead managers

Centrum Capital Ltd, Emkay
Global Financial Services,
Keynote Financial Services

Registrar to the issue

KFin Technologies Ltd

WHAT WE LIKE

Leading market position with a diversified customer base

Company is the largest manufacturer of zinc oxides in India and among the top ten manufacturers of zinc oxides globally, with an
installed capacity of 59,904 MTPA for zinc oxide, 7,056 MTPA for zinc ingots and 10,080 MTPA capacity for zinc sulphate and other
allied chemicals. The installed capacity of company’s Naidupeta Facility, has recently been augmented by 13,440 MTPA for zinc
oxide and 10,080 MTPA for zinc sulphate and other allied chemicals. Production capacities, process of production, grades of ZnO
and variety of application segments are some of the factors through which the key players control the market .

High entry barriers in key end-use industries

Company’s end-use industries have significant entry barriers due to specific factors unique to such end-use industries. Given the
nature of the application of company’s products and the processes involved, its products are subject to, and measured against high
quality standards and rigorous product approval systems with stringent impurity specifications. Further, because end products
manufactured by company’s customers are typically subject to stringent regulatory and industry standards, any change in the vendor
of the product may require significant time and expense on part of the customers, which acts an entry barrier and disincentives any
such changes for them.

Strong and consistent financial performance

Company have experienced sustained growth with respect to the various financial indicators as well as a consistent improvement in
its balance sheet position. Further, in the last three Fiscals, company have seen an increase in its net worth. Company’s customers in
the rubber industry have contributed X 4,401.21 million, X 7,097.27 million, % 5,521.60 million and X 3,882.86 million constituting
90.50%, 90.46%, 90.10% and 89.20% of company’s revenue from operations for nine months period ended December 31, 2023 and
Fiscals 2023, 2022 and 2021, respectively. During Fiscals 2017 to 2021, the tyre industry has grown at a CAGR of 0.32%.
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COMPANY BACKGROUND

Company’s product caters to a wide spectrum of industrial applications, including in the rubber (tyre & other rubber products), ceramics,
paints & coatings, pharmaceuticals & cosmetics, electronics & batteries, agro-chemicals & fertilizers, speciality chemicals, lubricants,
oil & gas and animal feed. Owing to company’s legacy of over four decades in manufacturing businesses, company benefit from its
experience in catering to a wide array of customers and company have built a long-standing relationship with customers across end-
user industries in the tyres, ceramics, rubber, paints, cosmetics and batteries industry. Over the last three years, company marketed and
sold its product to over 200 domestic customers and over 50 global customers in more than 10 countries. In India, tyre industry accounts
for 70% of rubber consumption and the companies in the tyre industry are the largest consumers of its product. Along with being
suppliers to 9 out of top 10 global tyre manufacturers and to all of the top 11 tyre manufacturers in India, company also supply to leading
paints manufacturers, footwear players and cosmetics players in India . Company’s Material Subsidiary, BDJ Oxides is the only zinc
oxide manufacturing facility in India to have an IATF certification, which is preferred by tyre manufacturers supplying to original
equipment manufacturers .

As a manufacturer of zinc oxide, it is a pre-requisite in most of company’s end-use industries for its products to be customised according
to the specifications by customers, which usually acts as a significant entry barrier. Further, high cost of product development,
complexity of the chemistry involved in innovating and tailoring company’s products to the customised needs of company’s customers,
which requires necessary technical expertise and lengthy and stringent supplier qualification process are the other entry barriers in
company’s business.

As on December 31, 2023, company’s aggregate installed capacity of 77,040 MTPA is spread across its three manufacturing facilities
located at (i) Jangalpur (Kolkata, West Bengal); (ii) Belur (Kolkata, West Bengal); and (iii) Naidupeta (Nellore District, Andhra
Pradesh), which is company’s largest manufacturing facility and is owned and operated by company’s Material Subsidiary.

The installed capacity of company’s Naidupeta Facility specified above, has recently been augmented by an additional 13,440 MTPA
for zinc oxide and 10,080 MTPA for zinc sulphate and other allied chemicals. All processes at company’s manufacturing facilities are
undertaken with modern engineering systems to minimize emissions. Company have installed recuperators in most of its furnaces to
reduce its carbon footprint. Company have also been granted the consent and hazardous waste authorisation order under the ‘Orange
Category’ for generation, collection, storage, transport, reuse, recycling, utilisation, processing and treatment or any other use of
hazardous or wastes and permissible quantity of emissions per hour at all its manufacturing facilities, by the respective state pollution
control boards. In addition to the aforesaid accreditations, company is also a member of the All-India Rubber Industries Association,
India Lead Zinc Development Association, Bureau of International Recycling, Indo-German Chambers of Commerce, Material
Recycling Association of India, Chemicals and Allied Products Export Promotion Council and the International Zinc Association. All
its manufacturing facilities have been accredited with 1SO 9001:2015, ISO 45001:2018 and ISO 14001:2015.

With an intention to supply to customers in the European Union, company have also obtained the REACH (Registration, Evaluation,
Authorization and Restriction of Chemicals, Regulation (EC) No. 1907/2006) certification which allows company to supply its products
to the European Union. Company’s recognition as a ‘Two Star Export House” by the Director General of Foreign Trade, Ministry of
Commerce & Industry valid, till March 31, 2028, signifies that company has excelled in international trade and has successfully
contributed to country’s foreign trade. In the year 2021, Apollo Tyres Limited awarded company with the Apollo Gold Partner Award-
Quality Champion for company’s significant contribution towards business partnership. Company is also a member of the All India
Rubber Industries Association and the Merchant’s Chamber of Commerce & Industry since September 5, 2018. Further, company’s
subsidiary, BDJ Oxides has obtained WHO GMP certificate for manufacture and supply of pharma grade zinc oxide at its Naidupeta
Facility. Company’s facilities are also subject to periodic audits by its customers, which ensures that company’s customers are able to
continually confirm the quality of its product and evaluate its manufacturing processes. Further, company’s audit scores based on
customer evaluations have been consistently in the higher end of the spectrum, which reflects the confidence of company’s customers
in its products and processes.
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INVESTMENT RATIONALE

Long-term relationships with customers and | Company believes in establishing a direct relationship with its customers
suppliers & having robust supply chain and over 95% of company’s sales in the last three Fiscals is directly to
company’s customers without involvement of any intermediary/distributor,
which helps company build a strong relationship directly with its customers
along with lowering of costs and improvement in company’s returns. With
many of company’s customers, company’s relationship extends to several
years. In the last three Fiscals, company catered to more than 250 customers,
of which around 90% customers were repeat customers. Such long-term
association with key customers also offers significant competitive
advantages such as revenue visibility, industry goodwill and enables
company to demonstrate its quality. As a result of company’s deep rooted
association with company’s customers, Company often receives new
product requirements from such customers which in turn, helps company to
expand its product base. On the procurement side, most of the Zinc Dross
which comes from overseas is through old and established trading houses
who work based on long term relationships and refrain from doing business
with new entrants due to a wide range of complexities associated with
dealing in Zinc Dross . Company have built a diverse global supplier base
having procured raw materials from over 100 global suppliers in the last
three Fiscals. Company’s extensive global supplier base enables it to
evaluate the various available options and choose according to company’s
commercial considerations. Some of these relationships have nurtured over
the years, enabling company to be termed as a preferred customer for
various global suppliers of Zinc Dross.

Experienced and dedicated management team Company is led by qualified and experienced Promoters and management
team, that has the expertise and vision to manage and grow company’s
business. Company’s Promoters, Suresh Jhunjhunwala, Anirudh
Jhunjhunwala and Anuj Jhunjhunwala have a cumulative experience of over
8 (eight) decades in the industry and have been instrumental in Company’s
growth and development. Suresh Jhunjhunwala, one of company’s
Promoters, has been at the helm of company since 2001, prior to which he
was involved in various manufacturing businesses which has led to him
forging strong ties with its customers. Anirudh Jhunjhunwala and Anuj
Jhunjhunwala are second generation entrepreneurs and bring their acumen
in finance and process chemistry to company’s business. In addition to the
commercial acumen that they bring to company’s business, they also take
personal interest in customer development activities. They strive to maintain
regular contacts with customers and monitor monthly reviews and market
research reports of customer’s monthly performance in company’s business.
They have also been instrumental in identifying and initiating dialogue with
new customers and existing customers for development of new products.

Focus on long term sustainability with | Company have a strong focus on sustainability in all aspects of its
environmental initiatives and safety standards operations and over the years have adopted various green initiatives. Caring
for the environment and sustainable development along with being the core
principles that drive company’s organization is also desired by company’s
customers and accordingly, company constantly strive to reduce emissions
and recycle and reuse to conserve natural resources. As a part of company’s
initiatives towards continual improvement, company have also obtained the
Environment Management System certification under the new standard of
ISO 14001: 2015 for each of its manufacturing facilities.
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OBJECTS OF OFFER

Source:RHP

INDUSTRY OVERVIEW
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J.G. CHEMICALS LIMITED

Consolidated Financials (Rs in Mn)
Financials FY21 FY22 FY23 9months ended
FY24
Total Revenue (A)
4352.98 6128.30 7845.76 4863.22
Total Expenditure (B)
3917.98 5566.70 7090.72 4581.57
EBIDTA
435.00 561.60 755.04 281.65
EBIDTA Margin
9.99 9.16 9.62 5.79
Other Income
51.07 102.17 96.12 47.77
Depreciation
23.38 26.80 34.40 31.81
EBIT
462.69 636.97 816.76 297.61
Interest
50.70 62.51 49.83 30.04
PBT
411.99 574.46 766.93 267.57
Exceptional
0.00 0.00 0.00 -18.02
PBT
411.99 574.46 766.93 249.55
Tax
123.99 143.21 199.01 64.45
PAT
288.00 431.25 567.92 185.10
NPM
6.62 7.04 7.24 3.81
ROE% 21.61 27.09 27.49 8.16
EPS 7.39 12.61 17.32 5.60
Eq Cap
12.20 12.20 317.20 317.20
Net Worth 1,190.04 1,566.38 2,135.28 2,325.10
(Source: RHP)
Peer Comparison
Company Name P/E Revenue from EPS NAV ROE %
operations (Rs
in Mn)
J.G.Chemicals Limited .
( 7941.88 17.32 63.02 27.49
Peers
Rajratan Global Wire Limited 19.72
33.43 8986.80 86.54 22.79
NOCIL Limited 8.92
30.97 16228.10 93.14 9.61
Yasho Industries Limited 59.54
30.03 6825.95 208.75 28.52
(Source: RHP)
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DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed
to carry on the business of broking, depository services, merchant banking services, Portfolio Management Services and other
related activities. Broking services offered by HEM Securities Limited are under SEBI Registration No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No.
INH100002250 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only
and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of
any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks
involved), and should consult his own advisors to determine the merits and risks of such investment. This should not be construed
as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for all
investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. 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 HSL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this statement as may
be required from time to time. HSL or any of its associates / group companies shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. HSL is committed to
providing independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading
and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past
performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in this report
are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.
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