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Number of Shares 36 Total issue size is Rs. 649 Cr comprising of Rs. 300 Cr from Fresh Issue
and Rs. 349 Cr from Offer For Sale. Net Proceeds from the Fresh Issue
shall be utilized towards funding working capital requirements.

Minimum Application Money 14,940
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g::)nsolldated Financials (Rs FY22 FY23 Investment Rationale:

e High entry barriers in the process fired heaters market

Total Income 296 407 e Support from JNK Global aids JNK India
EBITDA 54 69 e Well-positioned to capture industry tailwinds through its
PAT 36 46 dclamor.wst.rated capabilities o.ver time o .
e Diversifying product portfolio to cater to varied industries
e Healthy order booking and robust ROCE
Market Cap (Rs Cr) 2308
Adj EPS 8.3 Valuation and Recommendation:-
JNK is well placed to capitalize on the Global as well as Indian
PE 49.8 S . . ..
capex unfolding in the oil and gas, petrochemicals and fertilizer
EV/ EBITDA 321 industries. With the heating equipment industry having limited
Enterprise Value (Rs Cr) 2223 players due to high entry barriers, JNK has been able to
command strong EBITDA margins of 17% and generate ROCE of
Promoters 68.0% 40% in FY23. JNK has delivered growth and return ratios which
Public 32.0% are superior to comparable companies while its valuation is at
the lower end of the range. Based on favourable industry
Q!B (Including Mutual Fund) 50% structure with limited competition and strong pipeline of
Non-Institutional 15% orders, we are positive on JNK and recommend to Subscribe to
) the IPO.
Retail 35%
Post lssue Equity (Rs Cr] 1112 Financials (Rs Cr) O OFY21 FY22 | FY23 HIFY24 Ann. |
Net Revenues 138 296 407 388
Issue Size (Rs Cr) 649 Growth : 115% 37% 17%
Face Value (Rs) 2 EBIDTA 25 54 69 89
Jehan Bhadha EBITDA Margins 18% 18% 17% 26%
Research Analyst PAT 16 36 46 62
(+91 22 6273 8174) Diluted EPS 3 6 8 11
jehankersi.ohadha@nirmalbang.com ROCE 50% 59% 40% 37%
EV/Sales 16 7 5 7
Devendra Pawar EV/EBITDA 88 41 32 25
Research Associate P/E 140 64 50 37

(+91 22 6273 8149)
devendra.pawar@nirmalbang.com
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Company Background

JNK commenced operations in 2010 and manufactures Heating Equipment (process fired heaters, reformers and
cracking furnaces) that is required in process industries such as oil and gas refineries, petrochemicals, fertilizers,
hydrogen and methanol plants. Over the years, JNK has diversified into flares and incinerator systems and has
been developing capabilities in the renewable sector with green hydrogen.

Heating Equipment constitutes of three parts -

1) Process fired heater is used to heat fluids or gases directly by burning natural gas or propane.

2) Reformers are devices used to convert hydrocarbons, such as natural gas or naphtha, into synthesis gas
or syngas, which is a mixture of hydrogen and carbon monoxide.

3) Cracking furnaces are used to break down large hydrocarbon molecules into smaller ones, which can
then be used to produce a variety of products, including fuels, chemicals, and plastics. Cracking (breaking
down of hydrocarbons) typically involves heating the hydrocarbon feedstock in the presence of a
catalyst.

As of December 31, 2023, JNK has served 21 customers in India and 8 customers overseas. Further, 7 out of the
12 oil refining companies in India, are its customers. Some of its domestic customers include Indian Oil
Corporation Limited, Tata Projects Limited, Rashtriya Chemicals & Fertilizers Limited and Numaligarh Refinery
Limited. Further JNK has catered to overseas customers such as a leading EPC company in Europe, a leading oil &
gas exploration & production company in Oman and a middle east arm of European EPC company in oil and gas.

JNK has built a diverse customer base with over more than a decade of presence in the Heating Equipment
industry. Due to JNK’s long-standing experience with its customers and its capability to provide customized
solutions with a proven track record in product development and execution catering to the diverse needs of its
customer base, it gives JNK a competitive advantage, since there are very few competitors with similar
capabilities.

Revenue mix by industry (FY23) Order book mix by geography (as on Dec 2023)
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Investment Rationale

High entry barriers in the process fired heaters market

The process fired heaters market has high barriers to entry and there are only a handful of suppliers, despite
surge in demand. The process fired heaters market has high entry barriers as the engineering of industrial
process fired heaters requires a complex understanding of various oil products. If the operation of a process
fired heater is interrupted even for one day, users could incur significant losses, which is why suppliers undergo a
thorough selection process. Since energy efficiency is one of the key aspects of any refinery, petrochemical and
fertilizers plant and is determined by the efficiency of the process fired heaters, the process fired heaters
become a critical aspect for customers and hence selection of suppliers for process fired heater requires strong
credentials and references. Besides, there are certain regulatory standards to be mandatorily adhered to in the
industry. Therefore, there are limited suppliers of this critical equipment. Customers from the oil and gas,
petrochemical and fertilizers industries typically follow extremely stringent selection criteria for supplies of such
Heating Equipment.

Support from JNK Global aids JNK India

Since inception, JNK(India) has been working closely with JNK Global (one of JNK’s promoters). JNK Global (CY23
revenue of USD 120 Mn) is involved in the design, manufacturing, installation of process fired heaters since early
1980s. JNK Global is the only industrial-use process fired heater producer in Korea and is ranked amongst the
top three industrial use process fired heater producers globally. Rise in global oil and gas refinery and
petrochemical capacities are the key factors driving the growth in the global process fired heaters market. JNK
India is able to leverage JNK Global’s global position, to bid for larger projects in collaboration with JNK Global.
54% of INK’s FY23 revenue accrued from sub-contracting work provided by JNK Global. JNK is gradually reducing
its dependence on JNK Global. Its order book in relation to JNK Global has reduced from 77% of total in FY22 to
18% in FY23.

Well-positioned to capture industry tailwinds through demonstrated capabilities

Growing demand for transportation fuels and petrochemical feedstock are the primary growth enablers of the
Indian refinery industry. There are 18 refinery projects expected to be commissioned by FY31 with a cumulative
capacity of 124.0 MMTPA. Driven by increased domestic consumption and global demand, the Indian
petrochemical sector has invested in capacity additions to benefit from the market opportunities. There are 15
petrochemical projects expected to be commissioned by FY31 with a cumulative capacity of 23.0 MMTPA.
Similarly, given that urea is the major fertilizer used in India and accounts for about 60% of the total fertilizer
consumption in India. Local production of urea is not able to meet the domestic demand and about 30% of the
demand is met through imports. India is planning capacity additions in the segment to reduce its import
dependency and has a target to become self-reliant by CY25. There are about four urea projects expected to be
commissioned by FY26. Thus, the overall demand for Heating Equipment from Indian refineries,
petrochemicals and fertilizer (urea) segments between FY24-29 is estimated at Rs. 27,089 Cr i.e.,
approximately Rs. 4,500 Cr on annualized basis. Of this, 61% of this demand would come from petrochemicals
followed by 37% from refineries and 2% from fertilizers (urea). Further, 46% of this demand would come from
cracking furnaces followed by 24% from low capex process fired heaters, 16% from high capex process fired
heaters, and 14% from reformers. This potential is based on the projects announced till date and may go up if
more projects are commissioned during the forecast period.
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Diversifying product portfolio to cater to varied industries

JNK has recently diversified into waste gas handling systems which includes flares and incinerators systems as
well. Flare system is a gas combustion device used in industrial plants such as petroleum refineries, chemical
plants, natural gas processing plants, at oil or gas production sites with oil wells, gas wells, offshore oil and gas
rigs, and landfills. Flare systems provide for the safe disposal of gaseous wastes. Flaring of gasses is intermittent
in nature and is required whenever there is excess pressure in the system. While flaring systems are used across
the segments of interest i.e., refinery, petrochemical and fertilizer plants, incinerators are primarily used in the
refinery in the SRU for tail gas incineration. Globally, the demand for waste gas handling systems which
includes flares and incinerators, from the refineries in the countries of interest between CY23-28 would be Rs.
6,453 Cr which is approximately Rs. 1,075 Cr on an annualized basis. This potential is based on the projects
announced till date and may go up if more projects are announced in the coming years. Further, overall demand
for waste gas handling system from Indian refineries, petrochemicals and fertilizer (urea) segments between
FY24-29 is estimated at Rs. 2,154 Cr which is approximately Rs. 360 Cr on annualized basis.

Similarly, JNK started with renewable energy systems in FY22. India’s installed cumulative solar energy capacity
stood at approximately 66.8 GW at the end of FY22, representing 53% of the overall installed renewable energy
capacity of 125.2 GW in the country. India is targeting an ambitious 500 GW of installed renewable energy
capacity by CY30 of which about 300 GW (over 60%) is expected from solar. JNK is building capabilities in
renewable sector with onsite hydrogen production and Solar PV-EPC, in doing so it will also leverage the
technical know-how of JNK Global to capitalize on future growth opportunities in renewable energy systems
in India.

Healthy order booking and robust ROCE

JNK’s order book has increased almost 6x within last three years from Rs. 144 Cr in FY21 to Rs. 845 Cr in 9MFY24.
The order book to sales ratio stands at a robust 2.5x upon annualising 9MFY24 sales. JNK’s successful efforts to
meet the rising prequalification requirements of some of its customers has enhanced its competitiveness and
has enabled it to maintain the momentum in its order book.

Order Book (Rs Cr) Order Inflow (Rs Cr) Order book to sales (x)
868  ga5
771 2.5
21
628
543 18
1
211 227
N B A
FY21  FY22  FY23 9MFY24 FY21  FY22  FY23  9MFY24 FY21 ~ FY22  FY23 SMFY24#

Source: Company, NBRR Source: Company, NBRR Source: Company, NBRR
# Order book to sales for 9ImFY24 is annualised
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Concerns

Dependence on JNK Global, company’s corporate promoter

54% of JNK’s FY23 revenue accrued from sub-contracting work provided by JNK Global. Both companies have
signed co-operation agreement whereby both shall exclusively market the products and execute the contracts in
India and South Korea, respectively, and for markets, other than India and South Korea, the participation in bids
and tender process would be based on technical and commercial eligibilities. The Cooperation Agreement also
contemplates a situation where JNK needs to consult JNK Global prior to participation in bids. JNK is required to
pay a fee of three percent of the revenue of a project, or lesser as may be mutually agreed to JNK Global as an
engineering and support partner in case of projects being implemented in markets across the world.

Dependence on Oil & Gas industry
77% of INK’s FY23 revenue accrued from the Oil & Gas industry. A steep decline in crude oil and gas prices could
result in a slowdown in capital expansion plans by oil refineries which could impact JNK’s growth prospects.

Valuation and Recommendation

JNK is well placed to capitalize on the Global as well as Indian capex unfolding in the oil and gas, petrochemicals
and fertilizer industries. With the heating equipment industry having limited players due to high entry barriers,
JNK has been able to command strong EBITDA margins of 17% and generate ROCE of 40% in FY23.

Although Thermax and BHEL manufacture heating equipment, they are far more diversified players with
interests in other products as well. Thus there is no direct comparable peer for JNK. We include Anup
Engineering for comparison sake as the company has similar margin profile and caters to the same user
industries. We also include Elecon Engineering as it has a high margin profile along with high market share and
limited competition in its respective sphere.

We observe that JNK has delivered growth and return ratios which are superior to comparable companies while
its valuation is at the lower end of the range. Based on favorable industry structure with limited competition and

strong pipeline of orders, we are positive on JNK and thus we recommend to Subscribe to the IPO.

Listed Comparable Companies

Cos. With Overlapping High Margin Cos. in

Products Cap Goods

FY23 Figures (Standalone) = Thermax BHEL Anup Elecon Avg

Revenue 8,090 23,365 411 1,530 8349 407
CAGR (FY21-FY23) 30% 16% 21% 21% 22% 72%
EBITDA Margin 7.4% 3.5% 20.4% 22.3% 13.4% 17.0%
Asset Turns (x) 1.0 0.4 0.7 0.9 0.8 2.5
ROCE 15% 3% 18% 25% 15% 40%
EV/EBITDA 94.2 113.8 39.2 33.9 70.3 32.1
P/E SMFY24 Ann. 92.5 Loss 40.5 37.2 56.8 37.5

Source: NBRR
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Financials

P&L (Rs. Cr) FY21 FY22 FY23 9MFY24 IFY24Ann
Net Revenue 138 296 407 253 338
% Growth - 115% 37% Yo%
Raw Materials 53 163 250 142 190
% of Revenues 38.8%  55.2%  61.4%  56.1% " 56.1%
Employee Cost 33 41 53 26 34
% of Revenues 23.7% 14.0% 13.1% 10.1% " 10.1%
Other expenses 26 38 35 19 25
% of Revenues 19.2% 12.7% 8.5% 7.4% 7.4%
EBITDA 25 54 69 67 89
EBITDA Margin 18.4% 18.2% 17.0% 26.4% 26.4%
Depreciation 2 3 7 4 5
Other Income 1 1 4 3 4
Interest 1 4 4 6 7
Exceptional item

PBT 23 48 63 61 81
Tax 6 12 16 14 19
Tax rate 27.8% 24.8% 26.1% 23.9% 23.9%
Adj PAT 16 36 46 46 62
% Growth - 118% 29% 0% 33%
Margin 12.0% 12.1% 11.4% 18.2% 18.2%
PATEST

EPS (Post Issue) 3.0 6.5 8.3 8.3 11.1
Ratios & Others FY21 FY22 FY23 9MFY24 IFY24Ann
EBITDA Margin (%) 18.4% 18.2% 17.0% 26.4% 26.4%
PAT Margin (%) 12.0% 12.1% 11.4% 18.2% 18.2%
ROE (%) 45% 50% 38% - 37%
ROCE (%) 50% 59% 40% - 37%
Turnover Ratios FY21 FY22 FY23 9MFY24 1FY24Ann
Debtors Days 143 135 102

Inventory Days 14 77 74

Creditor Days 66 56 36

W.Cap Days 91 157 140

Asset Turnover (x) 2.8 3.4 2.5

Valuation Ratios FY21 FY22 FY23 9MFY24 IFY24Ann
Price/Earnings (x) 140.1 64.1 49.8 37.5
EV/EBITDA (x) 87.9 41.3 32.1 24.9
EV/Sales (x) 16.1 7.5 5.5 6.6
Price/BV (x) 62.7 32.0 18.9 13.7

Balance Sheet (Rs. Cr) FY21 FY22 FY23 9MFY24
Share Capital 0.6 9.6 9.6 9.7
Reserve & Surplus 36 63 113 159
Networth 37 72 122 169
Total Loans 12 15 a4 68
Defered tax liability 0.20 - - -

Other Non current Liab 2.89 2 17 4
Trade payable 25 45 40 61
Other Current Liab 49 134 114 151
Total Current Liab. 74 180 154 212
Total Equity & Liab. 125 268 338 453
Gross Block 7 26 32 38
Depreciation 3 6 11 14
Net Block 3 20 20 24
Intangible Assets & CWIP 0 0 0 2
Investments - 11 - -

Other Curr. assets 35 29 61 122
Other Non Curr. Assets 0.49 9 12 24
Inventories 5 62 82 107
Bank balance 19 3 32 18
Cash 8 23 15 19
Trade Receivable 54 110 114 136
Other Loans & Advances 0 1 0 2
Total Assets 125 268 338 453
Cash Flow (Rs. Cr) FY21 FY22 FY23 9MFY24
PBT 23 48 63 61
Provisions & Others 6 8 13 9
Op. profit before WC 29 56 76 70
Change in WC (13) (5) (68) (71)
Less: Tax (5) (12) (15) (8)
CF from operations 11 39 (7) 9)
Sale / (Purchase) of Propert (4) (31) 4 9)
Interest on Deposits 0 1 1 2
Fixed Deposits placed (13) 5 (29) 1
CF from Investing (17) (25) (25) (6)
Addition/(Repayment) of Lo 8 (3) 28 23
Finance Charges Incurred (1) (2) (3) (4)
Increase in Lease Liabilitie: 2 6 1 1
Dividend Paid (1) (1) (1) (1)
CF from Financing 8 1 25 19
Net Change in cash 3 15 (7) 3
Cash at beginning 5 8 23 15
Cashatend 8 23 15 19

Source: Company Data, NBRR
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited,
BSE Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited and , National
Commaodity and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments and Currency
Derivatives Segment .

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial
interest (Except Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material
conflict of interest at the time of publication of the research report with the subject company. NBSPL or its associates or
Analyst or his relatives may or may not hold beneficial ownership of 1% or more in the subject company at the end of the
month immediately preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBSPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in
market making activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or
industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to
the inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for the preparation
of this research report and has taken reasonable care to achieve and maintain independence and objectivity in making
any recommendations.
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Disclaimer:

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation
advice to you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy
or sell any security or product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did
not take into account the investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the
information in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive
this report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving this report. This report is not
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject NBSPL & its group
companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or
warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or
update the information or opinions in it. NBSPL or any of its affiliates or employees 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. NBSPL or any of its
affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain
from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing
independent and transparent recommendations to its clients, and would be happy to provide information in response to specific
client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of
an adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances.
There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even
become valueless. International investors are reminded of the additional risks inherent in international investments, such as
currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the
investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees
of NBSPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research
and/or further communication in relation to this research. Here it may be noted that neither NBSPL, nor its directors, employees,
agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including
lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com .

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance of
returns to investors.

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No. : 91 22 6723 8000/8001
Fax.:022 6723 8010
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