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NOCIL LIMITED

NOCIL is the largest manufacturer of rubber chemicals in India, with a domestic and
global market share of ~40% and ~5%, respectively. Having a rich experience of over
four decades, it is a one-stop shop and a dependable supplier of rubber chemicals.

stock Info The company provides a range of 20+ products. It is part of the Arvind Mafatlal group,
Bloomberg NOCIL IN with Mr. Hrishikesh A. Mafatlal serving as the Executive Chairman and a Promoter
Equity Shares (m) 167 Director of the company.
M.Cap.(INRb)/(USDb) 372/05 m We visited the company’s Dahej plant last week. The management was represented
52-Week Range (INR) 205 /196 by Mr. S R Deo, MD, Mr. Anand V S, Deputy MD and Mr. P Srinivasan, CFO. Below are
1, 6, 12 Rel. Per (%) 8/-20/3 L .
12M Avg Val (INR M) 199 the key highlights from the plant visit:
Free float (%) 66.2 Huge land parcel still available for future expansion
B The plant is spread across two land parcels of 50 acres and 10 acres each. The
Financials Snapshot (INR b) 50-acre land is for manufacturing, whereas the other is for logistics; 55% of the
Y/E March FY23E FY24E FY25E N .
50-acre land and 20% of the 10-acre land are utilized, leaving a huge scope for
Sales 15.8 18.1 19.9 .
EBITDA 24 33 38 future expansion.
PAT 14 21 ,4 ™ The Dahej plant was built with in-house expertise and management believes it
EPS (INR) 86 125 145 would take 15 months to build a similar plant post-receiving all approvals.
EPSGr. (%)  (18.8) 454 165 M The total capacity of 110ktpa is spread 50:50 across Navi Mumbai & Dahej sites
BV/Sh.(INR) 91.2 987 107.4 with neither sites having any fungibility. About 95% of valuables from effluents
Ratios are recovered; the rest is treated using soil enzymes.
Net D:E (0.1) (0.1) (0.2)
RoE (%) 97 131 141 ypderstanding the product dynamics
RoCE (%1 91 124 133 o Half of the 23 products are used in tyre applications, rest in non-tyre
\P/?If::ic(:fi 400 400 400 applications. 4ADPA was commissioned in 2012, accelerators in 2018, and
P/E (x) %61 179 154 antioxidants in 2019. ADPA is the intermediate for PX-13; it is also the most
P/BV (x) 25 23 21 complex in terms of chemistry with 5-6 steps of reactions.
EV/EBITDA (x) 149  10.7 9.0 M Specialty chemicals account for ~¥25% of revenue and ~20% of volumes. Some
Div. Yield (%) 1.5 2.2 2.6 accelerators for the company are NaMBT and Sulphonamides. PX-13 is 33% of
FCFYield (%) 47 45 58 global rubber chemicals consumption, while for NOCIL, it is slightly higher.
B The top 5 customers would account for 35% of total revenue while the top
Stock performance (one-year) products for the company are PX-13 (anti-oxidants), TDQ, CBS (accelerators) et
—NOCIL al. The revenue split between the product categories are: Anti-oxidant —52%,
200 Nifty - Rebased accelerators — 43%, and rest — 5%.
B In terms of global competition, China Sunsine is mostly present in tyre
270 applications, that too in accelerators. Senex & Chemi are two smaller players in
240 addition to China Sunsine (20% of global capacity — 254,000mt total capacity
210 £ ' vm including 50k of Insoluble Sulphur; this capacity is for the end-products).
180 — Valuation and view
~ ~ ~ ~ ~ o q fm . . 0
‘;" E 5? 53 g B  Management guided for debottlenecking in its existing units by Aug/Sep’23,

even as it evaluates its plans for the next three-to-five years. Currently,
specialized products constitute 25% of its total revenue with limited room for
expansion (industry standard is less than 10%).

Swarnendu Bhushan- Research Analyst (Swarnendu.Bhushan@MotilalOswal.com)

Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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m Despite global rubber consumption remaining flat in CY22 v/s CY21, due to the
current global slowdown, NOCIL has been able to maintain its market share
during the period. Further, management expects that Europe+1 could play out
over medium term with no likely capacity constraints in near future.

B The stock is trading at 17.9x FY24E EPS of INR12.5 and 10.7x FY24E EV/EBITDA.
We expect the return ratios to be stable at 12-14% over FY24-25. We value the
company at 20x Dec’24 EPS and reiterate our BUY rating on the stock with a TP
of INR280.

Exhibit 1: Quarterly per kg snapshot of NOCIL
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Exhibit 2: On a one-year forward P/E, NOCIL trades at 17.7x
P/E (x) Avg (x) Max (x) Min (x)
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Story in charts

Exhibit 3: Capacity and utilization snapshot for NOCIL Exhibit 4: Expect 8% YoY volume CAGR over FY23-25
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Exhibit 5: Exports to constitute ~40% of total revenue Exhibit 6: Realization/kg and EBITDA/kg snapshot
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Exhibit 7: Expect EBITDA margin to contract in FY23 Exhibit 8: Expect PAT to surge ~1.4x by FY25 (from FY22 level)
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Exhibit 9: Return ratios to improve to 13-14% in FY25E... Exhibit 10: ...with strong FCF CAGR of 36% over FY22-25E
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MoTiLAL OSWAL NOCIL
Financials and valuations
Standalone - Income Statement (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Total Income from Operations 9,893 10,429 8,463 9,247 15,713 15,815 18,098 19,907
Change (%) 20.9 5.4 -18.9 9.3 69.9 0.7 14.4 10.0
Gross Margin (%) 55.5 55.2 54.2 45.4 45.3 46.6 47.4 48.1
EBITDA 2,629 2,903 1,765 1,269 2,829 2,413 3,296 3,762
Margin (%) 26.6 27.8 20.8 13.7 18.0 15.3 18.2 18.9
Depreciation 229 230 324 361 471 553 586 596
EBIT 2,400 2,673 1,440 909 2,358 1,860 2,710 3,167
Int. and Finance Charges 12 6 13 10 11 11 11 11
Other Income 143 100 97 143 48 76 77 78
PBT bef. EO Exp. 2,531 2,767 1,524 1,042 2,396 1,926 2,776 3,234
PBT after EO Exp. 2,531 2,767 1,524 1,042 2,396 1,926 2,776 3,234
Total Tax 845 926 214 177 636 496 699 814
Tax Rate (%) 33.4 33.5 14.1 17.0 26.6 25.8 25.2 25.2
Reported PAT 1,686 1,841 1,310 865 1,760 1,429 2,078 2,420
Adjusted PAT 1,686 1,841 1,310 865 1,760 1,429 2,078 2,420
Change (%) 74.1 9.2 -28.9 -34.0 103.4 -18.8 45.4 16.5
Margin (%) 17.0 17.7 155 9.4 11.2 9.0 115 12.2
Standalone - Balance Sheet (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Equity Share Capital 1,645 1,654 1,656 1,662 1,666 1,666 1,666 1,666
Total Reserves 8,730 9,876 10,104 11,073 12,673 13,531 14,777 16,229
Net Worth 10,374 11,531 11,760 12,735 14,339 15,196 16,443 17,895
Total Loans 50 0 0 0 0 0 0 0
Deferred Tax Liabilities 1,003 1,054 887 956 1,028 1,028 1,028 1,028
Capital Employed 11,427 12,584 12,647 13,691 15,367 16,224 17,471 18,923
Gross Block 6,569 8,050 9,789 11,374 11,783 11,983 12,183 12,383
Less: Accum. Deprn. 1,576 1,787 2,111 2,472 2,943 3,495 4,081 4,677
Net Fixed Assets 4,994 6,263 7,678 8,902 8,840 8,488 8,102 7,706
Capital WIP 392 1,305 1,563 140 86 86 86 86
Total Investments 3,020 1,487 726 826 669 669 669 669
Curr. Assets, Loans, and Adv. 4,750 5,223 4,312 6,122 8,567 9,795 11,834 14,003
Inventory 1,550 1,704 1,361 1,653 3,326 3,348 3,831 4,214
Account Receivables 2,434 2,322 2,032 3,086 4,498 4,528 5,181 5,699
Cash and Bank Balance 276 389 128 797 154 1,328 2,144 3,345
Cash 240 360 84 441 116 1,289 2,106 3,307
Bank Balance 36 29 44 356 38 38 38 38
Loans and Advances 491 808 791 587 589 592 678 746
Curr. Liability and Prov. 1,729 1,694 1,633 2,297 2,795 2,814 3,220 3,542
Account Payables 1,139 988 892 1,710 2,174 2,188 2,503 2,754
Other Current Liabilities 397 502 511 378 414 417 477 525
Provisions 193 204 230 210 207 209 239 263
Net Current Assets 3,022 3,529 2,680 3,824 5,771 6,981 8,614 10,462
Appl. of Funds 11,427 12,584 12,647 13,691 15,367 16,224 17,471 18,923
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Financials and valuations
Ratios

Y/E March FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Basic (INR)
EPS 10.1 111 7.9 5.2 10.6 8.6 12.5 14.5
EPS Growth (%) 74.1 9.2 -28.9 -34.0 103.0 -18.8 45.4 16.5
Cash EPS 11.5 12.5 9.8 7.4 13.4 11.9 16.0 18.1
BV/Share 62.4 69.4 70.8 76.6 86.1 91.2 98.7 107.4
DPS 1.8 2.5 4.5 2.0 3.0 3.4 5.0 5.8
Payout (%) 21.0 27.0 76.0 38.5 28.4 40.0 40.0 40.0
Valuation (x)
P/E 22.1 20.2 28.4 43.0 21.2 26.1 17.9 15.4
Cash P/E 194 18.0 22.8 30.3 16.7 18.8 14.0 12.4
P/BV 3.6 3.2 3.2 2.9 2.6 2.5 2.3 2.1
EV/Sales 3.7 3.5 4.4 3.9 2.4 2.3 1.9 1.7
EV/EBITDA 14.1 12.7 21.0 28.7 13.1 14.9 10.7 9.0
Dividend Yield (%) 0.8 1.1 2.0 0.9 1.3 1.5 2.2 2.6
FCF per share 3.1 -4.3 -0.1 3.9 -3.9 10.5 10.0 13.1
Return Ratios (%)
RoE 17.4 16.8 11.2 7.1 13.0 9.7 13.1 14.1
RoCE 15.6 15.4 10.5 6.6 12.2 9.1 12.4 13.3
RolC 21.6 20.7 12.6 6.8 13.1 9.7 14.1 16.1
Working Capital Ratios
Fixed Asset Turnover (x) 2.0 1.9 1.2 1.1 1.8 1.8 2.2 2.5
Asset Turnover (x) 0.9 0.8 0.7 0.7 1.0 1.0 1.0 1.1
Inventory (Days) 57 60 59 65 77 77 77 77
Debtor (Days) 90 81 88 122 104 104 104 104
Creditor (Days) 42 35 38 67 50 50 50 50
Leverage Ratio (x)

Current Ratio 2.7 3.1 2.6 2.7 3.1 3.5 3.7 4.0
Interest Coverage Ratio 196.7 424.3 109.1 94.6 220.4 173.9 2533 295.9
Net Debt/Equity ratio 0.0 0.0 0.0 -0.1 0.0 -0.1 -0.1 -0.2
Standalone - Cash Flow Statement (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
OP/(Loss) before Tax 2,531 2,767 1,524 1,042 2,396 1,926 2,776 3,234
Depreciation 229 230 324 361 471 553 586 596
Direct Taxes Paid -802 -878 -510 -1 -591 -496 -699 -814
(Inc.)/Dec. in WC -901 -400 515 -372 -2,549 -37 -816 -647
CF from Operations 984 1,638 1,772 904 -318 1,956 1,858 2,380
(Inc.)/Dec. in FA -470 -2,351 -1,790 -262 -330 -200 -200 -200
Free Cash Flow 514 -713 -18 642 -647 1,756 1,658 2,180
Other investing activity -908 1,334 746 -325 658 0 0 0
CF from Investments -1,379 -1,017 -1,044 -586 328 -200 -200 -200
Inc./(Dec.) in Debt -100 -50 0 0 0 0 0 0
Interest Paid -13 -7 -9 -4 -6 -11 -11 -11
Dividend Paid -350 -490 -980 -7 -332 -572 -831 -968
Others 2 41 -15 51 -27 0 0 0
CF from Fin. Activity -420 -501 -1,004 40 -336 -582 -842 -979
Inc./Dec. in Cash -814 120 -276 358 -325 1,174 817 1,201
Opening Balance 1,055 240 360 84 441 116 1,289 2,106
Closing Balance 240 360 84 441 116 1,289 2,106 3,307
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NOTES

13 March 2023 6



MoTiLAL OSWAL NOCIL

Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10% to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall be within following 30 days take
appropriate measures to make the recommendation consistent with the investment rating legend.

Disclosures

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in
the business of providing Stock broking services, Depository participant services & distribution of various financial products. MOFSL is a listed public company, the details in respect of which are available on
www.motilaloswal.com. MOFSL (erstwhile Motilal Oswal Securities Limited - MOSL) is registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading Member with National
Stock Exchange of India Ltd. (NSE) and Bombay Stock Exchange Limited (BSE), Multi Commodity Exchange of India Limited (MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for
its stock broking activities & is Depository participant with Central Depository Services Limited (CDSL) National Securities Depository Limited (NSDL),NERL, COMRIS and CCRL and is member of
Association of Mutual Funds of India (AMFI) for distribution of financial products and Insurance Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products. Details of
associate entities of Motilal Oswal Financial Services Limited are available on the website at http:/onlinereports.motilaloswal.com/Dormant/documents/List%200f%20Associate %20companies.pdf

MOFSL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or
derivatives thereof of companies mentioned herein. (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 company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and
other related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of MOFSL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

MOFSL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this report should be aware that MOFSL
may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage
service  transactions.  Details of  pending  Enquiry  Proceedings  of  Motilal  Oswal  Financial ~ Services  Limited are  available on the  website at
https://galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary based on Fundamental research and Technical
Research. Proprietary trading desk of MOFSL or its associates maintains arm'’s length distance with Research Team as all the activities are segregated from MOFSL research activity and therefore it can
have an independent view with regards to Subject Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

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 MOFSL & its group companies to registration or licensing requirements within such jurisdictions.

For Hong Kong:

This report is distributed in Hong Kong by Motilal Oswal capital Markets (Hong Kong) Private Limited, a licensed corporation (CE AYY-301) licensed and regulated by the Hong Kong Securities and Futures
Commission (SFC) pursuant to the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) “SFO”. As per SEBI (Research Analyst Regulations) 2014 Motilal Oswal Securities (SEBI Reg.
No. INH000000412) has an agreement with Motilal Oswal capital Markets (Hong Kong) Private Limited for distribution of research report in Hong Kong. This report is intended for distribution only to
“Professional Investors” as defined in Part | of Schedule 1 to SFO. Any investment or investment activity to which this document relates is only available to professional investor and will be engaged only with
professional investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction where their offer or sale is not qualified or exempt from registration. The Indian
Analyst(s) who compile this report is/are not located in Hong Kong & are not conducting Research Analysis in Hong Kong.

For U.S.

Motilal Oswal Financial Services Limited (MOFSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under applicable state laws in the
United States. In addition MOFSL is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and
under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any brokerage and investment services provided by MOFSL, including the products and
services described herein are not available to or intended for U.S. persons. This report is intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act
and interpretations thereof by SEC (henceforth referred to as "major institutional investors"). This document must not be acted on or relied on by persons who are not major institutional investors. Any
investment or investment activity to which this document relates is only available to major institutional investors and will be engaged in only with major institutional investors. In reliance on the exemption
from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange Commission
("SEC") in order to conduct business with Institutional Investors based in the U.S., MOFSL has entered into a chaperoning agreement with a U.S. registered broker-dealer, Motilal Oswal Securities
International Private Limited. ("MOSIPL"). Any business interaction pursuant to this report will have to be executed within the provisions of this chaperoning agreement.

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-dealer,
MOSIPL, and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public appearances and trading securities held by a research
analyst account.

For Singapore

In Singapore, this report is being distributed by Motilal Oswal Capital Markets Singapore Pte Ltd (‘“MOCMSPL") (Co. Reg. NO. 201129401Z) which is a holder of a capital markets services license and an
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section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore (‘the SFA”). Accordingly, if a Singapore person is not or ceases to be such an institutional investor, such Singapore Person must
immediately discontinue any use of this Report and inform MOCMSPL.
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