@ GEONT

PEOPLE YOU PROSPER WITH

RETAIL EQUITY RESEARCH
Rossari Biotech Limited.

Specialty chemicals

Sensex: 36,594
Nifty: 10,768

A niche player...margin expansion support rich valuation

Rossari Biotech Limited (RB) is one of the leading manufacturer of specialty
chemicals in India with a diversified product profile of 2,030 products. Also
largest manufacturer of textile specialty chemicals in India. Its main product
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categories include; (a) Home, personal and performance chemicals, (b) textile Total no. of Shares offered(cr) 1.2
specialty chemicals and (c) animal health and nutritional products. RB has  pgst ssue No. of shares (cr) 5.2
presence in 17 foreign countries including Vietnam, Bangladesh and Mauritius. . o . Rs. 423- 425
Face Value Rs. 2
e RBis aleading specialty chemicals manufacturing company in India with product  Biq Lot 35 shares
range includes Home/Personal care(HPPC), Poultry and apparel industry. Minimum application for retail
e The company manufactures most of its products in-house from its facility at (upper price band for 1 lot) Rs. 14,875
Silvassa, union territory of Dadra and Nagar Haveli. Maximum application for retail
e  HUL, IFB Industries & Arvind Ltd are some of its key customers. (upper price band for 13 lot) Rs.1,93,375
e Company witnessed Revenue/ PAT growth of 43% /60% CAGR over FY18-20. Listing BSE & NSE
e  The revenue from sale of HPPC constituted 46.8% of the total revenue in FY20 Axis Capital Ltd, ICICI
segment has been positively impacted with higher demand for disinfectants & Lead Manager Securities Ltd.
sanitizers. Registrars Link Intime India Pvt Ltd.
e Current capacity isat 120000 MTPA with 82% utilization while new facility setting
up Dahej at Gujarat with a proposed installed capacity of 132,500 MTPA and is  presh [ssue 50
expected to start operations in FY21, which will support revenue growth. OFS 446.2

e Post IPO, cash flow of the company expects to improve with reduced debt and Total Issue 496.2

cpesgting compleed by P21
e At the upper price band of Rs425, RB available at P/E of 33.8x FY20 which seems areholding (%) re SS“e OSE SS

expensive when compared to peers. However, considering RoE at ~44% (last 3-  Promoters

year Avg), strong revenue growth and expanding margin profile support our Others 5 27
‘SUBSCRIBE'’ rating for long term perspective. Total 100 100
Issue structure Allocation % Size Rs.cr
Purpose of IPO Retail 35 173.7
The Offer consists of Fresh Issue and Offer for Sale. The company intends to  Non -Institutional 15 74.4
utilize the net proceeds from fresh issue for the repayment of Rs65cr, working i 50 2481
capital requirements and general corporate purposes. Total 100 496.2
. Y.E March (Rs cr) FY18 FY19 FY20
Key Risks Sales 292 516 600
Growth (%, = 76.7 16.2
e Lack of long term agreement with key customers. i
. . . - . EBITDA 43 78 105
e  Uncertainty in relation to continuing effect of the Covid-19. -
. . . Margin% 14.6 15.0 17.5
e  Losing market share to cheaper imports from other countries.
PAT Adj 25 46 65
Growth (%) - 79.8 428
EPS 5 9 13
P/E (x) 86.9 483 33.8
EV/EBITDA 52.4 28.6 21.8
RoE (%) 58.3 433 318
Peer Valuation
Revenue EBITDA
0,
Company MCap (Rs cr) (Rs cr) margin (%) EPS RoE (%) P/E EV/EBITDA
Rossari Biotech 2,207 600 11.8 13 31.8 33.8 21.8
Galaxy Surfactants 5531 2,596 14.2 65 23.6 24.1 15.8
Aarti Industries 16,331 4,186 23.1 31 19.1 31.0 18.3
Vinati organics 10,293 1,028 40.0 32 28.6 32.0 24.3
Atul Limited 13,731 4093 21.6 225 22.7 21.0 14.6

Source: Geojit Research, Bloomberg; Valuations of Rossari Biotech are based on upper end of the price band, Financials as per FY20
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Company Description

Rossari Biotech Limited (RB) was incorporated as a partnership firm in 2003 as 'Rossari Labtech'. In 2009, the firm was converted to a
joint stock company under the name of 'Rossari Biotech Limited'. RB operates in India as well as in 17 foreign countries including Vietnam,
Bangladesh and Mauritius. According to the F&S Report they are the largest manufacturer of textile specialty chemicals in India. The
business is organized in three main product categories - (i) home, personal care and performance chemicals;(ii) textile specialty chemicals;
and (iii) animal health and nutrition products. As on May 31, 2020, RB had a range of 2,030 different products sold across the three product
categories.

Revenue Mix (%) Segment wise revenue (Rs.cr)
280.89 B Home, personal
® Home, personal care 300 62.3 2691 care and
and performance 250 A performance
chemicals 200 - chemicals
. . B Textile specialty
[ ] T;:xtll.e slpeaalty 150 - chemicals
chemicals 100 - .
Animal health and 50 1 %39 Animal health and
nutrition 0 - nutrition

FY20 FY19 FY18

Source: RHP,Geojit Research
Key strengths of the company...

e Diversified product portfolio & strong distribution network
RB caters to FMCG, apparel, and poultry and animal feed industries through diversified product portfolio comprising home, personal care and
performance chemicals; textile specialty chemicals; and animal health and nutrition products. In the home, personal care and performance
chemicals category, RB currently manufactures and sells over 366 products in the soaps and detergent, paints, inks and coatings, ceramics and
tiles, water treatment chemicals and pulp and paper industries with diverse products under each of these verticals. In the textile specialty
chemicals segment, company covers the entire gamut of products for the entire life-cycle of textile - starting from specialty chemical required for
yarn dying, yarn lubricants to thread production, dyeing auxiliaries, garment finishing and printing ~1,543 products in the textile specialty
chemical sector. RB’s diversified portfolio of products reduces the risk of over-dependency on any specific product or industry segment. The
customer base of the company currently comprises a host of multinational, regional and local companies. RB’s Pan-India distribution network has
over 204 distributors as on May 31, 2020.

e Largest textile specialty chemical manufacturer in India
RB is the largest manufacturer of textile specialty chemicals in India. The global textile specialty chemicals market is expected to grow at a CAGR
of 4% (by value) from 2018 to 2023. The F&S Report predicts that while Europe and North America are expected witness sluggish growth in the
textile specialty chemicals market, the Asia-Pacific region which accounts for more than half the world’s consumption of textile specialty
chemicals, will drive the future growth supported by the lower production costs and latest technologies. Further, Indian textile specialty chemicals
market is also expected to grow at a CAGR of 12% from 2018 to 2023 (Source: F&S Report).

e Extensive manufacturing and technical capabilities
RB manufactures majority of the products in-house from the Silvassa Manufacturing Facility with an installed capacity of 120,000 MTPA. The
annual capacity utilization of Silvassa Manufacturing Facility has moved from 74.19% in FY18 to 93.94% in FY19 and to 82.46% in FY20. RB is
setting up another manufacturing facility at Dahej in Gujarat with a proposed installed capacity of 132,500. The Dahej Manufacturing Facility will
also enjoy a proximity to the deep-water, multi-cargo port of Dahej which is a cost and logistical advantage and will be commissioned in FY21.

e Strong R&D capabilities with focus on innovation and sustainability
RB has two R&D facilities - one within the Silvassa Manufacturing Facility and another one in Mumbai. The R&D covers all the three aspects of
the products - synthesis research, formulation and development, and technical service. Regional branch office in Surat also has a R&D support
laboratory which provides localized and expedient technical support to the customers in that region.

e Robust financial performance
In FY20, FY19 and FY18, RB generated total revenue of Rs. 603.82cr, Rs.517.12cr and Rs. 300.43cr, respectively, EBITDA of Rs.104.53cr,
Rs.77.63cr and Rs.42.63cr, respectively and net profit after tax of Rs.65.25cr, Rs.45.68cr and Rs. 25.4cr, respectively. The company reported
Return on Net Worth of 31.79%, 43.32% and 34.08% with a total debt to equity ratio of 0.23 for FY20, FY19 and FY18, respectively, and a Return
on Capital Employed of 24.79%, 50.93% and 34.68% for FY20, FY19 and FY18, respectively. As on March 31,2020, the long term borrowings,
as per the Restated Financial Statements, were Rs.33.96 cr (excluding current maturities of long term borrowings).

e Collaboration with BUZIL
RB has entered into a joint venture with Buzil, a German company which offers solutions for institutional cleaning, hygiene and disinfection.
The joint venture is called Buzil-Rossari Private Limited. RB has also entered into the Technology License Agreement for manufacturing
specialty chemicals for institutional cleaning, hygiene and disinfection which are primarily sold to institutional customers such as facility
management services, hotels, airports, corporates, malls, hospitals and educational institutions. Buzil-Rossari is responsible for the marketing
and sale of this product amongst customers in India and other SAARC countries.
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Industry Outlook
e  Global Specialty Chemical Industry

Based on value addition, the chemicals industry can be classified into two broad segments - basic and specialty. In general, basic chemicals
are high-volume and low-value products that are sold to other industries for processing further. They are usually manufactured in
continuous process plants and there is no major product differentiation across several manufacturers. Sales of basic chemicals are largely
driven by price. However, specialty chemicals are low-volume and high-value products which are sold on the basis of their quality or utility,
rather than composition. Thus, they may be used primarily as additives or to provide a specific attribute to the end product. Specialty
chemicals are more likely to be prepared and processed in batches. The focus is on value addition to the end-product and the properties or
technical specifications of the chemical. The global specialty chemicals market is expected to grow at 5.4% CAGR.

e Indian Specialty Chemical Industry
The specialty chemicals industry is driven by both domestic consumption and exports. Home and personal care chemicals, water chemicals,
construction chemicals, etc. are areas where specialty chemicals find applications. Exports are on the rise as India is becoming a central
manufacturing hub for such chemicals.

e Segmentation of Indian Specialty Chemicals Market by Industry and Application Type, Value (USD Bn), 2018
Indian Specialty Chemicals Market worth USD 21.9 billion in 2018. Segments in which Rossari Biotech Ltd. has Presence is 35% of the
Specialty chemicals market in India.

Segmentation of Indian Specialty Chemicals

Market(%) = Flavours and fragrances ingredients
B Agrochemicals
= Dyes and Pigments
m Textile
H Paints & Coatings Additives
® Water Treatment Chemicals
Construction Chemicals
Personal Care Ingredients
Home Care Ingredients

5 7

5

Source: RHP,Geojit Research

e Indian HPPC Industry
The Indian home care ingredients market was valued at USD 1.2 billion in 2015 and it grew to USD 1.6 billion in 2018 registering a CAGR of
10.8%. Within homecare market, the household segment accounts for the majority share owing to large population base of the country
leading to higher consumption of homecare products in home. The industrial and institutional segment accounts for less than 20% of the
total market. Fabric care is a major category accounting for 68% of the household care sector. Non-automatic detergents, such as hand-wash
detergents and bars, are the most popular forms.

¢ Indian Textile Chemical Market
India is the second largest exporter of textiles globally. Textile chemicals, used for the processing stage of textiles, and are generally classified
as auxiliaries and colorants. Auxiliaries Chemicals which are used throughout the textile manufacturing process to provide specific
characteristics to the fabric - Coating & Sizing Chemicals, De-sizing Agents, Surfactants, Yarn Lubricants, Finishing Agents. Colorants
Chemicals which are used to impart color to the textile product - Dyes and Bleaching Agents. The Indian textiles industry is expected to
reach USD 250 billion by 2019. Indian domestic apparel market size is expected to grow from about USD 70 billion in 2018 to USD 118
billion in 2023, growing at a CAGR of 11%.

e Animal Health and Nutrition Industry
Indian Animal and Pet Nutrition Ingredients market is one of the world's fastest growing feed additives market. The Indian market for
animal and pet nutrition ingredients in 2018 was estimated at about USD 0.25 billion. Amino acids accounted for a share of 56.7% in 2018
in the India animal and pet nutritional ingredients market, followed by vitamins/carotenoids. Poultry segment dominates in terms of the
demand for feed additives in the region, with a market share of 48% in 2018. The sector is expected to record a CAGR of 6.5% until 2023.

As per the USDA's recent estimates, India ranks first in terms of cattle inventory.

Promoter and promoter group
Mr. Edward Menezes and Mr. Sunil Chari are the Promoters of the Company. The Promoters hold an aggregate of 42,708,140 Equity Shares,
comprising 84.15% of the pre-Offer issued, subscribed and paid-up Equity Share capital of the Company.

Brief Biographies of Directors

e  Mr. Edward Menezes is the Executive Chairman of the Company. He was a founder of the Company and has been a member of the
Board since incorporation of the Company. He has over 25 years of experience in the specialty chemicals industry and has more
than ten years of experience in different roles within the Company and has been actively involved in the day-to-day running of the
Company.

e  Mr. Sunil Chari is the Managing Director of the Company. He was a founder of the Company and has been a member of the Board
since incorporation of the Company. He has over 20 years of experience in the specialty chemicals industry

e  Mr. Goutam Bhattacharya is an independent director of the Company.

e  Ms. Meher Castelino is an independent director of the Company.
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Consolidated Financials

Profit & Loss Account Balance Sheet
Y.E March (Rscr) FY18 FY19 FY20
Y.E March (Rscr) FY18 FY19 FY20
Sales 292 516 600 Cash
0.6 6 29.2
0, o
% change 76.7 162 Accounts Receivable 62 85.9 94.1
EBITDA 4 7 1 : '
3 8 05 Inventories 35 55 58.2
% ch - 82.1 34.9 -

v change Other Cur. Assets 5 12 27.7
Depreciation 5 12.3 16.9 | :
EBIT 37 65 88 ;Ve:,tmzn; 8 4 1229

et Fixed Assets
Interest 1 2.9 4 CWIP 50.9 751 88.8
Other Income 1 0.9 3.7 2.4 2.8 217
. Intangible Assets
Exceptional Items - - 0 0.0 6.0 4.8
PBT 37 63 88 Other Assets 13 42 23.7
9% change - 69 386 Total Assets 165 250 471
Tax 12 18 22.6 Current Liabilities 46 108 105
Tax Rate (%) 322 27.9 25.7 Provisions 2 2 2
Reported PAT 25 46 65 Debt Funds 28 14 77
Adj - - - Minority Interests 0 0 0
Adj PAT 25 46 65 Def. Tax 2
% change - 79.8 42.8 Equity Capital 4 4 10
No. of shares (cr) 5.19 5.19 5.19 Reserves & Surplus 83 119 277
Adj EPS (Rs) 5 9 13 Shareholder’s Fund 87 124 287
Total Liabilities 165 250 471
BVPS (Rs) 17 24 55.2
Cash Flow
Y.E March (Rscr) FY18 FY19 FY20 Rati

PBT 37 63.4 87.8 atios
Non-cash adj. 6.35 16.8 18 Y.E March FY18 FY19 FY20
Changes in W.C (18.3) (900 (51.2) Profitab. & Return
C.F.0 25.6 71.2 54.6 i

( EBITDA margin (%) 14.6 15.0 17.5

Cﬁpltal exp. (14) (44.0) (76) EBIT margin (%) 12.8 12.7 14.6
Change in inv. N 6.94 (14) ' ' '
Sale of investment 0 0 0 Net prooﬁt mgn.(%) 8.7 8.8 10.9
Other invest.CF 0 1 (101) ROE (/(:’) 58.3 433 31.8
C.F - investing (20) (36) (190) ROCE (%) 458 378 271
Issue of equity 0 0 0 W.C & Liquidity
Issue/repay debt (5)  (16.4) 63 Receivables (days) 77 52 55
Dividends paid 0) 11 3 Inventory (days) 64 48 55
Other financ_e.CF 1) (2.1) 96 Payables (days) 55 53 62
C.F- Fmancmg ) (29.1) 156.9 Current ratio (x) 2.29 1.47 3.10
Chg. in cash (1.36) 5.61 21.3 Quick ratio (x) 1.34 0.85 1.18
Closing cash 0.62 5.74 29.1 Turnover &Levg.

Net asset T.O (x) 5.7 8.2 7.3
Total asset T.O (x) 1.8 2.5 1.7
Int. covge. ratio (x) 27.6 22.7 24.7
Adj. debt/equity (x) 0.3 0.1 0.3
Valuation ratios

EV/Sales (x) 0.1 0.0 0.1
EV/EBITDA (x) 52.4 28.6 21.8
P/E (x) 86.9 483 338
P/BV (x) 253 17.8 7.7
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General Disclosures and Disclaimers
CERTIFICATION

We, Mithun T Joseph and Rajeev T author(s) of this Report, hereby certify that all the views expressed in this research report reflect my personal views about
any or all of the subject issuer or securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to
as Geojit.

COMPANY OVERVIEW

Geojit Financial Services Limited (hereinafter Geojit), a publically listed company, is engaged in services of retail broking, depository services, portfolio
management and marketing investment products including mutual funds, insurance and properties. Geojit is a SEBI registered Research Entity and as such
prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange
Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions
or guidelines issued by the Regulators from time to time.

DISTRIBUTION OF REPORTS

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any
other person. Geojit will not treat the recipients of this report as clients by virtue of their receiving this report.

GENERAL REPRESENTATION

The research reports do not constitute an offer or solicitation for the purchase or sale of any financial instruments, inducements, promise, guarantee, warranty,
or as an official confirmation of any transaction or contractual obligations of any kind. 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 information contained herein is from publicly available data or other sources believed to
be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. We have also reviewed the research report for any
untrue statements of material facts or any false or misleading information. While we endeavor to update on a reasonable basis the information discussed in
this material, there may be regulatory, compliance, or other reasons that prevent us from doing so.

RISK DISCLOSURE

Geojit and/or its Affiliates and its officers, directors and employees including the analyst/authors shall not be in any way be responsible for any loss or damage
that may arise to any person from any inadvertent error in the information contained in this report. Investors may lose his/her entire investment under certain
market conditions so before acting on any advice or recommendation in these material, investors should consider whether it is suitable for their particular
circumstances and, if necessary, seek professional advice. This report does not take into account the specific investment objectives, financial
situation/circumstances and the particular needs of any specific person who may receive this document. 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 report (including the merits and risks involved). The price, volume and income of the investments referred to in
this report may fluctuate and investors may realize losses that may exceed their original capital.

FUNDAMENTAL DISCLAIMER

We have prepared this report based on information believed to be reliable. The recommendations herein are based on 12 month horizon, unless otherwise
specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term,
there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks
always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed are subject to change but we have no obligation
to tell our clients when our opinions or recommendations change. This report is non-inclusive and does not consider all the information that the recipients may
consider material to investments. This report is issued by Geojit without any liability/undertaking/commitment on the part of itself or anyof its entities. We
may have issued or may issue on the companies covered herein, reports, recommendations or information which is contrary to those contained in this report.

The projections and forecasts described in this report should be evaluated keeping in mind the fact that these are based on estimates and assumptions and will
vary from actual results over a period of time. The actual performance of the companies represented in the report may vary from those projected. These are
not scientifically proven to guarantee certain intended results and hence, are not published as a warranty and do not carry any evidentiary value whatsoever.
These are not to be relied on in or as contractual, legal or tax advice. Prospective investors and others are cautioned that any forward-looking statements are
not predictions and may be subject to change without notice.

URISDICTION

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned
in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries.
Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose
possession this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a
violation of any foreign jurisdiction laws. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign
currencies effectively assume currency risk.

REGULATORY DISCLOSURES:

Geojit’s Associates consists of privately held companies such as Geojit Technologies Private Limited (GTPL- Software Solutions provider), Geojit Credits Private
Limited (GCPL- NBFC Services provider), Geojit Investment Services Limited (GISL- Corporate Agent for Insurance products), Geojit Financial Management
Services Private Limited (GFMSL) &Geojit Financial Distribution Private Limited (GFDPL), (Distributors of Insurance and MF Units).In the context of the SEBI
Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a stock market
intermediary, we issue research reports /research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary
action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader before
making an investment decision:

1. Disclosures regarding Ownership*:

Geojit confirms that:
(i) It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.
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(i) It/its associates have no actual beneficial ownership greater than 1% in relation to the subject company (ies) covered herein.

Further, the Analyst confirms that:

(i) he, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict in the
subject company.

(ii) he, his associates and his relatives have no actual/beneficial ownership greater than 1% in the subject company covered

2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject company
(c) Have not received any compensation for investment banking or merchant banking or brokerage services from the subject company. (d) Have not received
any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company (e) Have not
received any compensation or other benefits from the subject company or third party in connection with the research report (f) The subject company is / was
not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:
Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services
or transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:
It is affirmed that we, Mithun T Joseph and Rajeev T, Research Analyst(s) of Geojit have not served as an officer, director or employee of the subject company

5. Disclosure regarding Market Making activity:
Neither Geojit/its Analysts have engaged in market making activities for the subject company.

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange
Board of India before investing.

Geojit Financial Services Ltd. (formerly known as Geojit BNP Paribas Financial Services Ltd.), Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-
682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor queries: customercare@geojit.com, For grievances: grievances@geojit.com,

For compliance officer: compliance@geojit.com.

Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: INH200000345,
Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098, IRDA Corporate
Agent (Composite) No.: CA0226.

RAJEEVT : S MITHUN T JOSEPH
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