J.G. Chemicals Ltd (JGcHEM IN)

RM Fluctuations impacted margins, Outlook remains positive

INDIA | SMALLCAP| RESULT UPDATE

Key takeaways from Q4 & FY25

e The company reported revenue of Rs 2242 mn up 24% YoY for the quarter and Rs. 8479
mn up 27% YoY for FY25 led by strong demand across segments.

e The company’s operating profit grew by 13% to ~“Rs 195 mn on YoY basis and EBITDA
margins stoof at ~8.7%.

e During FY25 EBITDA stood at Rs. 861 mn up 90% YoY and margins stood at ~10.2% as
compared to 6.8% in FY24.

e The company reported PAT of Rs 159 mn up ~18% on YoY basis for the quarter. PAT for
FY25 stood at Rs. 668 mn up 108% YoY.

Major Management Meet highlights:

e The company has seen double digit volume growth in the zinc chemicals business
supported by strong demand across segments like tyre, cosmetics, pharmaceuticals,
specialty chemicals, agriculture, etc.

e There was a fall in zinc prices in Q4 which impacted realizations and gross margins.

e The contribution of non-rubber business increased to ~15% in FY25 (~10% in FY24)
supported by strong growth in the agriculture, and pharmaceutical and specialty
chemicals businesses which stood at 3.7% (1.2% in FY24) and 8.2% (6.9% inFY24)
respectively.

e Rubber business will continue to drive growth however, over the next 3-4 years the
non-rubber will grow faster and contribute to ~30% of topline.

e land acquisition for Gujarat is the finalization stages and the plant should be
commissioned by H1FY27. This plant will be primarily used for the zinc chemicals
business i.e. Zinc oxide and other zinc derivatives.

e The utilization for zinc oxide was ~70% whereas the utilization for zinc sulphate was
~60%. The zinc oxide facility can go up to 85% utilization.

e The company has sufficient spare capacity to grow in FY26 and will carry out
debottlenecking at Naidupeta to improve efficiency.

e The newly acquired Andhra Pradesh land parcel will be used for the rubber recycling
business. The management should be able to share more details in H2FY26.

e The company is focused on expanding their product basket and is targeting ROE and
ROCE of early twenties for any new product.

e The management is guiding for double digit volume growth in FY26 and operating
margins of 11-12% in the medium term.

Outlook and view:

JGCL has delivered strong growth in FY25 supported by increased contribution of high
margin products. Sustained demand from the tire industry and signs of a good monsoon
augur well for JGCL. The company’s focus on adding more value added products and entry
into new segments will help diversify the business and transform the company’s margin
profile. We expect the operating margins to improve by 200-250 bps over the next 4-5 years.

We expect a CAGR growth of 21% / 25% / 26% for Revenue / EBITDA / PAT respectively for
the period FY25-27e. We value the consolidated business at 18x FY27E earnings of INR
27.0/- with a revised target price of Rs. 485.6 an upside potential of 42.2%. Maintain BUY.

Key Financials: Rs. Mn
Yearend  NetSales  EBIDTA PAT EPS P/ EV/EBIDTA  P/BV ROE ROCE
Fy24 6677 453 339 8.7 199 216 34 8.1% 9.9%
FY25 8479 861 668 170 203 145 29 14.4% 174%
FY26E 10390 1093 854 U8 159 114 25 155% 185%
FY2TE 12452 1348 1057 210 128 93 21 16.1% 19.3%
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Financials

Income Statement Cash Flow

Y/E March, Rs. Mn FY24 FY25 FY26E FY27E  Y/EMarch, Rs. Mn FY24 FY25 FY26E FY27E

Net sales 6,677 8,479 10,390 12,452 PBT 449 899 1,142 1,413

Growth % -14.9% 27.0% 22.5% 19.8%  Depreciation 45 54 76 84
Tax paid 110 231 288 356

Raw Material Cost 5,496 6,738 8,208 9,775 Change in WC/other adjustment 329 1,086 586 585

Employee cost 165 184 226 276 Cash Flow from Operating activities 55 (365) 344 556

Other expense 563 696 863 1,053

Total expense 6,224 7,618 9,298 11,103 Capital Expenditure 100 37 294 100

EBITDA 453 861 1,093 1,348 Other intangible asset 0 (0) 0 -

EBIDTA margin (%) 6.8% 10.2% 10.5% 108%  Others 81 4 (2) -

Depreciation 45 54 76 84 Cash Flow from Investing activities 182 41 292 100

EBIT 408 807 1,017 1,264

Interest 36 8 Change in Equity 1,568 (4) 0 (0)

Other income 78 100 125 149 Changein Debt (31) (36) (0) -

PBT 449 899 1,142 1,413 Others 8 33 (32) -

Less: Taxation 110 231 288 356 Cash Flow from Financing activities 1,545 7) (33) (0)

Effective tax rate (%) 24.5% 25.7% 25.2% 25.2%

Recurring PAT 339 668 854 1,057 Valuation Ratios

Growth % -43.5% 107.9% 27.9% 23.8%  Y/EMarch,Rs. Mn FY24 FY25 FY26E FY27E

PAT margin (%) 5.1% 7.9% 8.2% 85%  EPS 8.7 17.0 218 270

Wtd. Avg. Shares (Mn) 39.2 39.2 39.2 392 Book NAV/Share 102 119 140 167
DPS - - - -
Growth Ratios

Balance Sheet Net Sales (%) -14.9% 27.0% 22.5% 19.8%

Y/E March, Rs. Mn FY24 FY25 FY26E FY27E  EBIDTA (%) -40.0% 90.1% 26.9% 23.4%

Equity capital 392 392 392 392 PAT (%) -40.3% 96.9% 27.9% 23.8%

Reserves 3,592 4,256 5,110 6,167

Net worth 3,984 4,648 5,501 6,559 Return Ratios

NCI 71 99 71 71 ROE (%) 8.1% 14.4% 15.5% 16.1%
ROCE (%) 9.9% 17.4% 18.5% 19.3%

Non Current Liabilities 40 10 5 5 Turnover Ratios

Current Liabilities 395 224 202 232 Asset Turnover (x) 15 17 138 18

Total liabilities 4,490 4,980 5,780 6,866 Fixed asset turnover (x) 16.0 212 16.8 19.6
Receivable Days 64 61 64 64

Net block 417 389 568 634 Inventory Days 30 48 45 45

CwIp - 11 50 Payable Days 5 8 5 5

Total fixed asset 417 400 618 634

Right of used asset 0 0 0 0 Liquidity Ratios

Other non current assets 134 138 136 136 Current Ratio (x) 10.0 19.8 248 263
Interest Cover (x) 112 953 NA NA

Current assets Total Debt / Equity (x) 0.6 03 0.0 0.0

Investment 321 390 390 390 Valuation Ratios

Inventory 557 1,114 1,281 1,535 PER (x) 199 203 159 12.8

Debtors 1,167 1,419 1,822 2,183 Price / Book (x) 34 29 25 21

Cash & bank Balance 1,467 1,055 1,075 1,530 Price / Sales (x) 1.0 16 13 11

Other Current assets 428 464 457 457 EV/Sales (x) 19 15 12 1.0

Total assets 4,490 4,980 5,781 6,866 EV / EBIDTA (x) 276 145 114 93

Source: Company, PhillipCapital India Research
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Rating Methodology
We rate stock on absolute return basis. Our target price for the stocks has an investment horizon of one year. We have different threshold for large market
capitalisation stock and Mid/small market capitalisation stock. The categorisation of stock based on market capitalisation is as per the SEBI requirement.

Large cap stocks

Rating Criteria Definition

BUY >=+10% Target price is equal to or more than 10% of current market price
NEUTRAL -10% > to < +10% Target price is less than +10% but more than -10%

SELL <=-10% Target price is less than or equal to -10%.

Mid cap and Small cap stocks

Rating Criteria Definition

BUY >=+15% Target price is equal to or more than 15% of current market price
NEUTRAL -15% > to < +15% Target price is less than +15% but more than -15%

SELL <=-15% Target price is less than or equal to -15%.

Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equity Derivatives, and Private Client Group.
The views and opinions expressed in this document may, may not match, or may be contrary at times with the views, estimates, rating, and target price of the
other equity research groups of PhillipCapital (India) Pvt. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd., which is regulated by the SEBI. PhillipCapital (India) Pvt. Ltd. is a subsidiary of Phillip (Mauritius) Pvt. Ltd.
References to "PCIPL" in this report shall mean PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is prepared and distributed by PCIPL for
information purposes only, and neither the information contained herein, nor any opinion expressed should be construed or deemed to be construed as
solicitation or as offering advice for the purposes of the purchase or sale of any security, investment, or derivatives. The information and opinions contained
in the report were considered by PCIPL to be valid when published. The report also contains information provided to PCIPL by third parties. The source of
such information will usually be disclosed in the report. Whilst PCIPL has taken all reasonable steps to ensure that this information is correct, PCIPL does not
offer any warranty as to the accuracy or completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at
his or her own risk and PCIPL does not accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price
movements and past performance is not necessarily an indication of future performance.

This report does not regard the specific investment objectives, financial situation, and the particular needs of any specific person who may receive this report.
Investors must undertake independent analysis with their own legal, tax, and financial advisors and reach their own conclusions regarding the
appropriateness of investing in any securities or investment strategies discussed or recommended in this report and should understand that statements
regarding future prospects may not be realised. Under no circumstances can it be used or considered as an offer to sell or as a solicitation of any offer to buy
or sell the securities mentioned within it. The information contained in the research reports may have been taken from trade and statistical services and
other sources, which PCIL believe is reliable. PhillipCapital (India) Pvt. Ltd. or any of its group/associate/affiliate companies do not guarantee that such
information is accurate or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change
without notice.

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research
report is subject to all aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is
available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect
the research analyst’s personal views about all of the subject issuers and/or securities, that the analyst(s) have no known conflict of interest and no part of
the research analyst’s compensation was, is, or will be, directly or indirectly, related to the specific views or recommendations contained in this research
report.

Additional Disclosures of Interest:

Unless specifically mentioned in Point No. 9 below:

1.  The Research Analyst(s), PCIL, or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in
this report.

2. The Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively do not hold more than 1% of the securities of the
company (ies)covered in this report as of the end of the month immediately preceding the distribution of the research report.

3. The Research Analyst, his/her associate, his/her relative, and PCIL, do not have any other material conflict of interest at the time of publication of this
research report.

4.  The Research Analyst, PCIL, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for
any other products or services from the company(ies) covered in this report, in the past twelve months.

5. The Research Analyst, PCIL or its associates have not managed or co(managed in the previous twelve months, a private or public offering of securities
for the company (ies) covered in this report.

6. PCIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in
connection with the research report.

7.  The Research Analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.

The Research Analyst and PCIL has not been engaged in market making activity for the company(ies) covered in the Research report.

9.  Details of PCIL, Research Analyst and its associates pertaining to the companies covered in the Research report:

o
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Sr. no. Particulars Yes/No

1 Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for No
investment banking transaction by PCIL

2 Whether Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1% No
of the company(ies) covered in the Research report

3 Whether compensation has been received by PCIL or its associates from the company(ies) covered in the Research report No

4 PCIL or its affiliates have managed or co(managed in the previous twelve months a private or public offering of securities for the No
company(ies) covered in the Research report

5 Research Analyst, his associate, PCIL or its associates have received compensation for investment banking or merchant banking No
or brokerage services or for any other products or services from the company(ies) covered in the Research report, in the last
twelve months

Independence: PhillipCapital (India) Pvt. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment
banking services from, the subject issuers in the past twelve (12) months, and PhillipCapital (India) Pvt. Ltd does not anticipate receiving or intend to seek
compensation for investment banking services from the subject issuers in the next three (3) months. PhillipCapital (India) Pvt. Ltd is not a market maker in the
securities mentioned in this research report, although it, or its affiliates/employees, may have positions in, purchase or sell, or be materially interested in any
of the securities covered in the report.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or
particular requirements of any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors.
Each investor must make its own determination as to the appropriateness of any securities referred to in this research report based upon the legal, tax and
accounting considerations applicable to such investor and its own investment objectives or strategy, its financial situation and its investing experience. The
value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, economic, or
political factors. Past performance is not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that PCIPL and the research analyst believe to be
reliable, but neither PCIPL nor the research analyst represents or guarantees that the information contained herein is accurate or complete and it should not
be relied upon as such. Opinions expressed herein are current opinions as of the date appearing on this material, and are subject to change without notice.
Furthermore, PCIPL is under no obligation to update or keep the information current. Without limiting any of the foregoing, in no event shall PCIL, any of its
affiliates/employees or any third party involved in, or related to computing or compiling the information have any liability for any damages of any kind
including but not limited to any direct or consequential loss or damage, however arising, from the use of this document.

Copyright: The copyright in this research report belongs exclusively to PCIPL. All rights are reserved. Any unauthorised use or disclosure is prohibited. No
reprinting or reproduction, in whole or in part, is permitted without the PCIPL’s prior consent, except that a recipient may reprint it for internal circulation
only and only if it is reprinted in its entirety.

Caution: Risk of loss in trading/investment can be substantial and even more than the amount / margin given by you. Investment in securities market are
subject to market risks, you are requested to read all the related documents carefully before investing. You should carefully consider whether
trading/investment is appropriate for you in light of your experience, objectives, financial resources and other relevant circumstances. PhillipCapital and any
of its employees, directors, associates, group entities, or affiliates shall not be liable for losses, if any, incurred by you. You are further cautioned that
trading/investments in financial markets are subject to market risks and are advised to seek independent third party trading/investment advice outside
PhillipCapital/group/associates/affiliates/directors/employees before and during your trading/investment. There is no guarantee/assurance as to returns or
profits or capital protection or appreciation. PhillipCapital and any of its employees, directors, associates, and/or employees, directors, associates of
PhillipCapital’s group entities or affiliates is not inducing you for trading/investing in the financial market(s). Trading/Investment decision is your sole
responsibility. You must also read the Risk Disclosure Document and Do’s and Don’ts before investing.

Kindly note that past performance is not necessarily a guide to future performance.

For Detailed Disclaimer: Please visit our website www.phillipcapital.in

IMPORTANT DISCLOSURES FOR U.S. PERSONS

For U.S. persons only: This research report is a product of PhillipCapital (India) Pvt. Ltd., under Marco Polo Securities 15a-6 chaperone service, which is the
employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S.
broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations
regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

Research reports are intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2). If the recipient of this
report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report
may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from
registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional
Investors, PhillipCapital (India) Pvt. Ltd. has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco
Polo").

Transactions in securities discussed in this research report should be affected through Marco Polo or another U.S. registered broker dealer.
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