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Recommendation SUBSCRIBE BACKGROUND 

Price Band  Rs 423-425 
 

Company Overview  
Rossari Biotech Ltd (Rossari) is one of the leading specialty chemicals 
manufacturing companies in India providing customized solutions to specific 
industrial and production requirements of the customers primarily in the 
FMCG, apparel, poultry and animal feed industries through its diversified 
product portfolio comprising home, personal care and performance chemicals 
(HPPC); textile specialty chemicals; and animal health and nutrition products.   
Its Promoters, Mr. Edward Menezes, and Mr. Sunil Chari are both career 
technocrats cumulatively having over 45 years of experience in the specialty 
chemicals industry. 

Objects of the Issue  
The issue of Rs 496 cr (at upper band) comprised of Rs 50 cr fresh issue and Rs 
446 cr Offer for Sale. The company intends to repay debt from the fresh issue. 
 

Investment Rationale 
 Conducive Environment -  (a) World is looking for a replacement of 

China (b) Covid-19: Being blessing in disguise (c) Industry 
Opportunities 

 Diversified Product Portfolio – (a) Wide range of Products catering to 
different industries (b) Specialised need based products (c) Strong 
distribution network (d) Marque Clientele 

 Healthy Financials – (a) Best in class Working Capital Cycle (b) Robust 
Return Ratios (c) Improving profitability 

 

Valuation and Recommendation 
Between FY17-20 Rossari Biotech’s revenues have grown at CAGR of 37% 
while EBIDTA grew at higher pace of 63% CAGR. We expect Rossari to grow at 
15-18% CAGR for next 2-3 years which is ahead of industry growth. We expect 
EBITDA margins to improve from hereon, on the back of (a) improved margins 
in HPPC segment (b) benefits coming from recently commenced Dahej facility 
(c) increased economies of scale.  

We have compared Rossari Biotech with all the leading specialty chemicals 
companies and found it to be better in almost all financial parameters. The 
issue price commands P/E of 33.7x (FY20) at the upper price of band of Rs 423-
425, which is at upper end of the industry. However, going forward the higher 
revenue growth, improving profitability would make it a better choice among 
peers. We recommend “Subscribe” on the issue for listing as well as long 
term gains. 
 

Financial Snapshot FY17 FY18 FY19 FY20 

Revenues 235  292  516  600  

%growth*   24% 77% 16% 

EBIDTA 24  43  78  105  

% margins 10.2% 14.6% 15.0% 17.5% 

Adj. PAT 14  25  46  65  

EV/EBIDTA @ Rs 425       21.1 

P/E  @ Rs 425       33.7 

P/BV @ Rs 425       17.8 
 

 

Bidding Date 13 – 15 July 

Book Running Lead 
Manager 

Axis, ICICI Securities  

Registrar Link In-time 

Sector Specialty Chemicals 

Minimum Retail Application – Details At Cut off Price 

Number  of Shares 35 

Application Money 14875 

Discount to retail NIL 

Payment Mode ASBA, UPI 
Consolidated 
Financials (Rs  Cr)  

FY19 FY20 

Total Income 516 600 

EBITDA 78 105 

PAT 46 65 

Valuations* Lower Band Upper Band 

Market Cap (Rs cr) 2197 2207 

EPS  12.6 12.6 

BV/share  55 55 

P/BV 7.7 7.7 

P/E 33.6 33.7 

*diluted equity 

Post Issue Shareholding Pattern 

Promoters  72.7% 

Public  27.3% 

Offer structure for different categories  

QIB (Including Mutual Fund) 50% 

Non-Institutional 15% 

Retail 35% 

Post Issue Equity Capital (Rs cr) 10.4 

Issue Size (Rs cr) 494-496 

Face Value (Rs) 2 

 
 
Runjhun Jain 
Assitant Vice President      (+91 22 6273 8177) 
runjhun.jain@nirmalbang.com 

mailto:runjhun.jain@nirmalbang.com
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 Company Overview 
Rossari Biotech Ltd (Rossari) is one of the leading specialty chemicals manufacturing companies in India 
providing customized solutions to specific industrial and production requirements of the customers 
primarily in the FMCG, apparel, poultry and animal feed industries through its diversified product 
portfolio comprising home, personal care and performance chemicals; textile specialty chemicals; and 
animal health and nutrition products.  Rossari is the largest manufacturer of textile specialty chemicals 
in India providing textile specialty chemicals. 
As a manufacturer of specialty chemicals, it focuses on functionality and application of the products 
which form a key ingredient to the customers’ manufacturing and industrial processes. 
Its Promoters, Mr. Edward Menezes, and Mr. Sunil Chari are both career technocrats cumulatively 
having over 45 years of experience in the specialty chemicals industry.  
The business is organized in three main product categories – (i) home, personal care and performance 
chemicals (HPPC); (ii) textile specialty chemicals; and (iii) animal health and nutrition products. As on 
May 31, 2020, the company had a range of 2,030 different products sold across the three product 
categories. 

 
Revenue Breakup 

 
It manufactures majority of the products in-house from the manufacturing facility at Silvassa, having an 
installed capacity of 120,000 MTPA. The Silvassa Manufacturing Facility can be interchanged across 
home, personal care and performance chemicals; textile specialty chemicals; and animal health and 
nutrition products categories. Rossari is currently setting up another manufacturing facility at Dahej in 
Gujarat with a proposed installed capacity of 132,500 MTPA which will enjoy proximity to the 
deepwater, multi-cargo port of Dahej. The Phase 1 has commenced from July and the full facility would 
be ready to use by end of FY21.  It has two R&D facilities – one within the Silvassa Manufacturing Facility 
and another one in Mumbai. 
To expand its horizon, it is getting into Personal Care segment and construction chemicals segment.  
To head the personal care segment, it has hired an ex HUL person. Rossari would hold 60% in this new 
company – Rossari Personal Care Pvt Ltd.  
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Investment Rationale 
 

Conducive Environment  
 

World is looking for a replacement of China   
The specialty chemicals industry is driven by both domestic consumption and exports. The 
domestic growth is in conjunction with the overall growth of the Indian economy. However, 
exports are on the rise as India is becoming a central manufacturing hub for specialty 
chemicals. Tightening of environmental norms in developed countries and the slowdown of 
China are contributing to the growth of exports. Even the recent global trade war is making the 
world to look for an alternative to China and India being a close in competition is in benefitting 
position.  
 
Covid-19: Being blessing in disguise  
WHO declared the outbreak of Covid-19 as pandemic in March, with Indian Government 
imposed several restrictions complete lockdown. Disinfectants and sanitizers being categorized 
essentials; Rossari could continue to operate especially its HPPC segment. 
Initially, due to limited availability of labour, logistics and supply chain constraints, the 
company’s plant was operating at sub-optimal capacity utilization in the month of April. 
However, from then onwards the capacity utilization picked up to 85% in May and 100% in 
June. From July onwards, its new plant at Dahej has also commenced operations.  
 
Industry Opportunities 
The three segments in which Rossari operates has huge opportunity and good scope to 
expand. The addressable market for home care in India personal care ingredients is ~USD 0.8 
billion. 
The addressable market for the Company in Indian textile specialty chemicals is approximately 
USD 1.2 billion and on the other hand the addressable market for animal health and nutrition 
products is approximately USD 0.14 billion.  
Rossari is also planning to venture into construction chemicals market and water treatment 
formulations market, for which the addressable market is approximately USD 1.1 billion and 
USD 1.7 billion respectively 
 

Diversified Product Portfolio 
 
 Wide range of Products catering to different industries 

 Rossari caters to various customers’ needs across FMCG, apparel, and poultry and animal feed 
industries through its diversified product portfolio. For example, in the home, personal care 
and performance chemicals category, it currently manufacture and sell over 366 products 
covering the soaps and detergent, paints, inks and coatings, ceramics and tiles, water 
treatment chemicals and pulp and paper industries. It is India’s largest textile chemicals 
manufaturers and sells ~1,543 products in the textile specialty chemical sector. The large 
product portfolio helps the company in retaining a customer in the textile industry across the 
entire value-chain as well as improving customer stickiness as procuring chemicals from 
different vendors for the same product creates significant logistical difficulty for the customers. 

 
 Specialised need based products 

The company is engaged in providing specialised solutions to the customers which makes it 
different from the other companies in the industry. It is not present in commodity chemcials. 
This increases the cutomer stickiness and reduces the risk of replacment. It also takes the 
relationship forward by doing the contract manufacturing for the clients 
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 Strong distribution network 

Rossari has strong sales and distribution network which aids the business growth. It has pan-
India distribution network of over 204 distributors as on May 31, 2020, which takes care of B2B 
as well as small B2C in Animal nutrition  
 
Marque Clientele 
It serves a large number of customers across these industry segments. The customer base 
currently comprises a host of multinational, regional and local companies. The company enjoys 
relationships in excess of five years with 11 out of our top 15 customers. This can be 
demonstrated by the fact that over 21.50% of the consolidated revenue from operations in 
FY20 was derived from such customers. It has customers like Ghari (owned by RSPL), IFB, HUL, 
Arvind, Raymond, Bosch etc. 
 

Healthy Financials   
 

Best in class Working Capital Cycle 
Since beginning the company has kept a tight control on its working capital cycle and 
continuously improving the efficiencies.  
 
 
 
 
 
 
 
 
 
 
 
 
Robust Return Ratios 
Due to the focused approach and specialialed solutions, the company is enjoys high asset 
turnover ratio of 6x which is one of the highest among peers. In addition, tight working capital 
gives robust return ratios to the company. The ROE and ROCE reduced in FY20on account of 
pre-IPO equity dilution. 

Particulars FY17 FY18 FY19 FY20 

ROE 23% 29% 37% 23% 

ROCE 24% 36% 52% 26% 

 
Improving profitability 
Over the years the economies of scale has played out and the company is able to improve its 
profitability.  

Margins (%) FY17 FY18 FY19 FY20 

Gross Margins 27.6% 32.3% 34.3% 38.1% 

EBITDA Margins 10.2% 14.6% 15.0% 17.5% 

PAT Margins 6.1% 8.7% 8.8% 10.9% 

 
 
 

NWC (in days) FY20 

Sudarshan Chemicals 90 

Galaxy Surfactants 69 

Atul Ltd 66 

Fine Organics 63 

Rossari Biotech 33 
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Risks and Concerns 
1. Dependence on Textile sector: The company gets 40-45% of revenues from textile industry. 

Textile industry is going through slowdown which is turn impact Rossari’s growth. However, we 
believe due to fungibility of the plant, the impact would be none-to-minimum as it can get 
compensated from HPPC segment which apparently has higher margins.  

2. Increased competitive intensity: Rossari enjoys dominant position in the targeted industries 
like it is largest textile chemicals manufacturer in India. However going forward the increase in 
competitive intensity can derail the growth plans of the company 

 
Valuation and Recommendation  
Between FY17-20 Rossari Biotech’s revenues have grown at CAGR of 37% while EBIDTA grew at higher 
pace of 63% CAGR. We expect Rossari to grow at 15-18% CAGR for next 2-3 years which is ahead of 
industry growth. We expect EBITDA margins to improve from hereon, on the back of (a) improved 
margins in HPPC segment (b) benefits coming from recently commenced Dahej facility (c) increased 
economies of scale   
 
We have compared Rossari Biotech with the leading specialty chemicals companies and found it to be 
better in almost all financial parameters.  
 

  Sales 

Sales 
CAGR 

FY17-20 

EBITDA 
CAGR 

FY17-20 D/E 
Total Asset 

Turns 
EBITDA 
Margins ROE PE EV/EBITDA 

Indian cos. – FY20 figures in Rs. Cr. 

Sudarshan Chemicals 1642 3% 6% 0.7 1.6 14.7% 24.1% 19.8 13.6 

Galaxy Surfactants 2596 6% 11% 0.2 1.9 14.2% 21.6% 24.0 15.7 

Atul Ltd 4093 13% 21% 0.0 1.3 22.0% 21.1% 20.6 15.3 

Fine Organics 1038 10% 19% -0.2 2.1 23.2% 26.6% 37.0 24.9 

Rossari Biotech 600 37% 63% -0.2 2.7 17.5% 22.8% 33.7 21.1 

 
The issue price commands P/E of 33.7x (FY20) at the upper price of band of Rs 423-425, which is at 
upper end of Industry. However, going forward the higher revenue growth, improving profitability 
would make it a better choice among peers. We recommend “Subscribe” on the issue for listing as well 
as long term gains. 
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 FINANCIALS 

 

P&L (Rs. Cr) FY17 FY18 FY19 FY20 Balance Sheet (Rs. Cr) FY17 FY18 FY19 FY20

Net Revenue 235         292         516         600         Share Capital 4              4              4              10           

% Growth #DIV/0! 24% 77% 16% Reserve & Surplus 58           83           119         277         

COGS 170         198         339         372         Non Controlling Int -          -          -          -          

% of Revenues 72.4% 67.7% 65.7% 61.9% Networth 62           87           124         287         

Employee Cost 18           20           28           37           Total Loans 25           20           4              61           

% of Revenues 7.7% 6.8% 5.3% 6.2% Deff Tax Liab 1              2              2              1              

Other expenses 23           32           72           86           Other non-curr l iab. -          -          -          -          

% of Revenues 9.7% 11.0% 13.9% 14.4% Trade payable 35           44           106         97           

EBITDA 24 43 78 105 Other Current Liab 7              10           11           24           

EBITDA Margin 10.2% 14.6% 15.0% 17.5% Total provisions 1              2              2              2              

Total Current Liab. 43           56           119         123         

Depreciation 4              5              12           17           Total Equity & Liab. 131         165         249         472         

Other Income 1              1              1              4              Fixed Assets & CWIP 45           53           84           115         

Interest 2              1              3              4              Goodwill

Share of PAT (Invst) Investments -          7              -          18           

Exceptional gain Deff Tax Assets 1              0              2              2              

PBT 19 37 63 88 Other non Curr. assets 1              2              5              24           

Tax 4              12           18           23           Cash 2              1              6              127         

Tax rate 24% 32% 28% 26% Inventories 24           35           55           58           

PAT 14 25 46 65 Debtors 54           62           86           94           

% Growth #DIV/0! 78% 80% 43% Other Current assets 4              6              12           33           

EPS (Post Issue) 2.8          4.9          8.8          12.6        Total Assets 131         165         249         472         

Performance Ratios FY17 FY18 FY19 FY20 Cash Flow  (Rs. Cr) FY17 FY18 FY19 FY20

EBITDA Margin (%) 10.2% 14.6% 15.0% 17.5% EBITDA 24           43           78           105         

PAT Margin (%) 6.1% 8.7% 8.8% 10.9% Provisions & Others 2              1              1              1              

ROE (%) 23.0% 29.2% 36.9% 22.8% Op. profit before WC 26           44           79           106         

ROCE (%) 24.0% 36.2% 51.9% 26.3% Change in WC (15)          (10)          13           (31)          

Net D/E (x) 0.4 0.2 0.0 -0.2 Less: Tax (4)            (8)            (20)          (20)          

Turnover Ratios FY15 FY16 FY17 FY20 CF from operations 7              25           71           55           

Debtors Days 83           76           60           56           Addition to assets (4)            (21)          (37)          (174)        

Inventory Days 38            43            38            35            (Purchase)/Sale of invst. (0)            (0)            0              (18)          

Creditor Days 54            54            74            58            Div/Int Received 0              1              1              1              

Asset Turnover (x) 2.7          2.7          4.0          1.7          CF from Investing (4)            (20)          (36)          (190)        

Valuation Ratios FY17 FY18 FY19 FY20 Loans (1)            (5)            (16)          63           

Price/Earnings (x) 33.7 Dividend Paid -          (0)            (11)          (3)            

EV/EBITDA (x) 21.1 Interest paid (2)            (1)            (3)            (4)            

Price/BV (x) 17.8 Others -          (0)            1              100         

Mkt cap/Sales (x) 3.7 CF from Financing (3)            (6)            (29)          157         

EV/Sales (x) 3.7 Net Change in cash (0)            (2)            6              21           

Source: Company Data, NBRR Cash at beginning 2              2              0              6              

Exchange difference 0              (0)            (0)            2              

Cash at end 2.1          0.4          5.4          29           
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Disclosure: 

This Report is published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) for private circulation. 

NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. 

INH000001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash 

and derivatives segments. It is also a registered Portfolio Manager having registration no as INP000002981.  

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. NBSPL, its associates or analyst or his relatives do not hold any financial interest 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 hold / do 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 and NBSPL / analyst has not been engaged in market making activity of 

the subject company. 

Analyst Certification: I/We, Runjhun Jain, the research analysts and authors of this report, 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   

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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