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Key points

Nocil, one of the largest players in rubber chemicals: Nocil is one of the largest players in the rubber chemicals
business, offering a wide range of products to the end users. The company manufactures a variety of products in
rubber chemicals. However, a major chunk of the revenue comes from the tyre industry (65% of the total revenue).
The tyre industry is the largest consumer of rubber chemicals in the world (roughly 90% of the rubber chemicals is
consumed by tyre industry). Nocil is one of the most trusted and world class manufacturers of rubber chemicals
across the globe. Rubber chemicals are commodity products which are manufactured across the globe having
tough competition with China and Korea. As per study by an international rubber group, consumption of rubber will
increase from 27MMT in FY2013 to 38MMT in FY2022 which itself represents the tremendous growth opportunity for
rubber chemicals (since there are big entry barriers like long gestation period and difficult to get approval of
products from tyre manufactures).

Optimum utilisation of the new plant to further fuel earnings: The company has set-up a plant in Dahej with a
capacity of 15,000MT (intermediates) at a total capex of Rs250 crore. The company can further expand its capacity
as per requirement. The management has guided that its Dahej plant can generate revenues of around Rs500 crore
(asset turnover of 2X). It also has guided that it will be able to achieve Rs920-crore sales in FY2016E with both
Dahej and Navi Mumbai plants operating at their 100% capacity utilisation. The EBIDTA margin as per the management
guidance will be around 16% for FY2016 which might improve further in the next couple of years. Growth in top line
of around 20-25% will largely be supported by an increase in volume and price. The management has further
guided that the company may go for an additional expansion at Dahej (currently only 30% land is utilised) at the
cost of incremental investment of Rs150 crore.

Valuation and outlook: Nocil is being one of the well-diversified companies in terms of product portfolio and
customer base (major customers contribute 6-7% of the total sales), hence supplying to the leading tyre manufacturers
across the world. Being such an integrated player in rubber chemicals we see tremendous opportunity for growth
(revenue and earnings) on the back of anti-dumping duty and capacity expansion. Hence, we like the stock from a
long-term investment perspective and the stock can appreciate by 18-20% from the current level. We have a
positive view on the stock.

Key risk: Any further dumping by the Chinese and Korean players may affect the profitability of the company and
also any delay in setting up of its new plant may affect the growth of the company.

Nocil View: Positive

Viewpoint
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investor’s eye viewpoint

Valuations

Particulars FY2013 FY2014 FY2015 FY2016E FY2017E

Net sales (Rs cr) 488.2 596.1 719.0 874.8 1,081.1

Growth (%) 1.4 22.1 20.6 21.7 23.6

Operating profit (Rs cr) 21.4 60.9 111.9 123.3 158.9

OPM (%) 4.4 10.2 15.6 14.1 14.7

Adj PAT (Rs cr) 21.8 23.6 56.8 63.1 84.9

PAT margin (%) 4.5 4.0 7.9 7.2 7.9

Adj EPS (Rs) 2.8 1.6 3.5 3.9 5.3

PE (x) 18.2 31.4 14.2 12.7 9.5

RoCE (%) 5 6 12 12 14

RoE (%) 6 6 14 14 16

Price/Book value 2.2 2.1 1.9 1.8 1.5
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Anti-dumping duty on finished products, key to
company’s performance: The Government of India has
imposed an anti-dumping duty on six of the major products
being produced by the company starting June 2014 and is
valid till June 2019. The anti-dumping duty on products
ranges roughly between 20-30%. There is always a threat
of cheap Chinese imports into India as there are several
local players in China who are into production of rubber
chemicals. However, we believe that going ahead the
company will be able to improve its performance on the
back of anti-dumping duty on key finished products.

Major chunk of exports revenue is from specialised
rubber chemicals: For FY2015, the company’s exports
were Rs230 crore out of the total sales of Rs720 crore.
Out of the total exports, around 60% of the sales came
from specialised rubber chemicals which are having better
margins. In the domestic market, out of the total sales
roughly 15-20% is specialised rubber chemicals.

About the company

Nocil is a part of Arvind Mafatlal Group of Industries. It is
the largest rubber chemicals manufacturer in India with
over four decades of expertise. The company has long-
term relationships with customers over 40 countries and
has a wide range of rubber chemicals product offerings.
Due to its rich experience and offering a one-stop shop
to customers, Nocil is today acknowledged as a
dependable supplier of rubber chemicals. Globally, it is
recognised for its technical capabilities and on this aspect
alone, the company enjoys an edge over other players in
this business. Nocil today is the largest rubber chemicals
manufacturer in India with state-of-the-art technology
to manufacture rubber chemicals.

Manufacturing facilities

Navi Mumbai: A plant was set up in 1976 at Trans-Thane
Creek industrial area at Navi Mumbai, Thane-Belapur’s
industrial zone designated for the chemical Industry, about
40 kilometre (km) away from Mumbai. The company has
used its state-of-the-art technology to manufacture the
entire range of rubber chemicals for tyre and other rubber
application industries. Nocil has a total capacity of 40,000
million tonne (MT) at Navi Mumbai where it can
manufacture finished goods and intermediates.

Dahej: Commercialised operation in March 2013, it is
about 45km away from the Bharuch district in Gujarat.
Fully automated continuous process plant developed

completely with in-house technology. The current capacity
of the plant in Dahej is 15,000 tonne where the company
has mainly focused to manufacture intermediates which
will then be transferred to its Navi Mumbai plant for
converting them into finished products. The company has
only used one-third of the land to set the plant.

Products

Accelerators: It increases the speed of vulcanisation and
topermit vulcanisation to proceed at lower temperature
and with greater efficiency. Accelerators are generally
used for speeding up the production process of tyres. MBTS
is a rubber chemical used in manufacturing rubber
products, namely accelerators. Such accelerators are
mainly used in the automotive tyre and tube industry and
also in conveyor belting and footwear industry, among
others.

Antioxidants: It is a chemical compound that inhibits
oxidation and can be used as a stabiliser in rubbers etc.
Antioxidants (PX-13, Nocil’s main product also known as
PILFLEX-13) is extensively used in treating natural rubber,
synthetic rubber (SBR, butadiene rubber, nitrile rubber
and carboxylated rubber) and other synthetic rubber-
based compounds used to manufacture various rubber
products.

Anti-degradants: An anti-degradant or deterioration
inhibitor is an ingredient in rubber compounds to deter
the aging of rubber products.

About the industry

The world consumption of natural and synthetic rubber
is 28MMT, out of which rubber chemicals form 3% of the
total consumption of natural and synthetic rubber which
translates into a market size of 850,000MT. Out of the
total capacity of 850,000MT, roughly 250,000MT is in
Europe, 500,000MT is in China, Korea is 70,000 and India
is 65,000MT. Taking an average realisation of $3.5-4.0 per
kilogram, the total market size is around $3.4 billion
(Rs21,500 crore).

The Indian consumption of rubber chemicals is 50,000MT.
There are four major players in the domestic market,
mainly Nocil having a 75% market share. Other players
are Lanxess India, Merchem and PMC Rubber Chemicals.
Out of the total consumption of 50,000MT, roughly
35,000MT is from Nocil, 7,000-8,000MT from other players
and 8,000-10,000MT from imports.

investor’s eye viewpoint
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Consistent growth in volumes Strong growth in revenue

Improving return ratios Global consumption of rubber

investor’s eye viewpoint
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Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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Disclaimer
This document has been prepared by Sharekhan Ltd. (SHAREKHAN) and is intended for use only by the person or entity to which it is addressed to. This document may contain confidential and/or privileged material and is not for any type of circulation and any
review, retransmission, or any other use is strictly prohibited. This document is subject to changes without prior notice. This document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may receive this report at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable and SHAREKHAN has not independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such.
While we would endeavour to update the information herein on a reasonable basis, SHAREKHAN, its subsidiaries and associated companies, their directors and employees (“SHAREKHAN and affiliates”) are under no obligation to update or keep the information
current. Also, there may be regulatory, compliance, or other reasons that may prevent SHAREKHAN and affiliates from doing so. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. Recipients of this report should also be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The user assumes the entire risk of any use made of this information. Each recipient
of this document should make such investigations as he 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 an investment. The investment discussed or views expressed may not be suitable for all investors. We do not undertake to advise you as to any change of our views. Affiliates of SHAREKHAN may have issued other
reports that are inconsistent with and reach different conclusion from the information presented in this report.

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 SHAREKHAN and affiliates to any registration or licencing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons
in whose possession this document may come are required to inform themselves of and to observe such restriction. Either SHAREKHAN or its affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market, act
as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities or related securities referred to in this report and they may have used the information set forth herein before
publication. SHAREKHAN may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein. Without limiting any of the foregoing, in no event shall SHAREKHAN, any of its affiliates or any third party involved
in, or related to, computing or compiling the information have any liability for any damages of any kind. The analyst certifies that all of the views expressed in this document accurately reflect his or her personal views about the subject company or companies
and its or their securities and do not necessarily reflect those of SHAREKHAN. Further, no part of the analyst’s compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this document.

Compliance Officer: Ms. Namita Amod Godbole; Tel: 022-6115000; e-mail: compliance@sharekhan.com   •   Contact: myaccount@sharekhan.com
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