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NGL Fine-Chem Ltd

Industry: Pharmaceuticals
Recommendation: Hold

BSE Code 524774
NSE Code NGLFINE
52 Week High (X) 2284
52 Week Low () 1161
Market Cap (X Cr) 1370
Face Value 5

Industry Snapshot

Customers Open
Market Presence Global
Govt Regulations Medium
Msearch View Positive

Shareholding June 2023
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Public
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Promoters/ Management
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Mr. Rajesh Lawande
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RESULT UPDATE
08-08-2023

Cmp: X 2217
Target: X 2719

Q1FY24 Results Update:

In Q1FY24, the company's revenue was X 71 Cr, showing a growth of 9% compared to the
same period last year but a decrease of 5% compared to the previous quarter. The revenue
growth was overshadowed by the rise in the cost of goods sold (COGS), increasing by 5%
YoY and a substantial 17% QoQ, adversely impacting profitability margins. Additionally,
employee expenses witnessed a notable 19% YoY growth and a 4% QoQ increase, adding
pressure to overall expenses. Despite successfully reducing total expenses by 3% YoY, the
company faced difficulties in maintaining profitability due to the cost pressure.

EBITDA increased significantly by 1068 basis points YoY but decreased by 503 basis points
primarily due to the rise in the cost of goods sold. The profit after tax (PAT) stood at X 8.5 Cr,
with an impressive 1569% growth compared to last year but a 9% decline compared to the
previous quarter. The PAT margin increased by 1120 basis points compared to last year but
decreased by 122 basis points from the previous quarter.

Overall, the company performed better than in Q1FY23, but sequentially, it experienced a
degrowth in revenue, and profitability margins were impacted due to the increase in costs.
Capex Plan: The company has undertaken a 50% capacity expansion project to cater to the
demand for upcoming products. The estimated capital expenditure for this expansion
amounts to 140 Crores, which will be funded through a combination of debt and internal
accruals. The civil construction work is currently underway, and the facility is projected to be
operational and commercially functional during the financial year 2024-25.

Mview

We believe NGL Finechem is well-positioned to capitalize on the resurgence in segment
demand, benefiting from its dominant market position and diverse product offering. The
company's strategic focus now entails capturing the EU market demand for products
previously sourced from their competitors. To achieve this goal, they have undertaken a
comprehensive transformation of their product mix over the past year, completely
replacing their top 5 products with a distinct set in FY23. Additionally, the company's
CAPEX investment of X 150 crores is set to increase capacity by 50%, while its strong
product pipeline with six new products in the pilot stage provides further growth potential.
Going forward, NGL Finechem has planned to enter the European market, and we expect
approval by CY24e, which would enhance bottom-line performance due to higher margins
in regulated markets. Notably, the expanding presence of retail and hospital pharmacies, as
well as online pharmacies and e-commerce channels, has created a surge in demand for
animal healthcare products. Taking all these factors into consideration, we remain positive
on the long-term growth story of the company and recommend investors to hold for a
target of X 2719.

About the Company:

NGL Finechem Limited (NGLFL), a prominent Indian Animal Health company with a global
presence, is a leading manufacturer and exporter of human and veterinary Active
Pharmaceutical Ingredients (APIs), advanced intermediates, and finished dosage forms. With
a diverse product portfolio consisting of 26 APIs (24 Veterinary APls, 2 Human APIs), 4
Intermediates, and 10 finished dosage forms. It holds a dominant market share in veterinary
APIs, catering to 5 of the top 10 global animal healthcare companies. Demonstrating its
commitment to quality and global accessibility, it has secured regulatory approvals in over
45 countries, primarily targeting unregulated markets. With three manufacturing facilities
located in Tarapur and Navi Mumbai, Maharashtra, and an impressive 75% of production
coming from zero liquid discharge facilities, the company ensures sustainable manufacturing
practices. With a strong global presence and a customer base of 400, the company
continues to excel in the animal health industry.
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FINANCIAL OVERVIEW:

Qtr Ended  Qtr Ended Qtr Ended
Jun-23 Jun-22 Mar-23

Particulars (in X Cr)

Revenue from Operations 71 65 9% 75 -5%
Expenses:

Raw Material Consumed 32 31 5% 28 17%
Employee Expenses 11 9 19% 10 7%
Other Expenses 17 19 -12% 16 4%
Total Expenses 61 63 -3% 61 0%
EBITDA 10 2 361% 14 -31%
EBITDA Margin 13.88% 3.28% 10.60% 18.91% -5.03%
Other Income 3 3 33% 1 282%
Depriciation 3 4 -21% 3 7%
EBIT 10 1 892% 12 -17%
EBIT Margin 14.53% 1.59% 12.93% 16.50% -2%
Intrest 0 1 -52% 0 -29%
PBT 10 1 1767% 12 -16%
Tax 2 0 5133% 3 -42%
PAT 8.51 0.51 15.69 9.33 -0.09%
PAT Margin 11.98% 0.78% 11.20% 12.42% -1.22%
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This Report is published by Mehta Equities Limited (hereinafter referred to as “MEL”) for registered client circulation only. MEL is a registered Research Analyst under SEBI (Research
Analyst) Regulations, 2014 having Registration no. INHO0000552. MEL is a registered broker with the Securities & Exchange Board of India (SEBI) and registered with National Stock
Exchange of India Limited and BSE Limited in cash and derivatives segments, Multi Commodity Exchange of India (MCX), National Commodity & Derivatives Exchange Ltd. (NCDEX)
for its stock broking activities & is Depository participant with Central Depository Services Limited (CDSL), is registered with SEBI for providing PMS services and distribute third party
PMS product and also member of Association of Mutual Funds of India (AMF]I) for distribution of financial products.
MEL a “Research Entity” under SEBI (Research Analyst) Regulations 2014 has independent research teams working with a Chinese wall rule with other business divisions of MEL as
mentioned above.
MEL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities Market. MEL, its associates or Research
analyst or his relatives do not hold any financial interest in the subject company. MEL or its associates or Research analysts do not have any conflict or material conflict of interest at
the time of publication of the research report with the subject company. MEL or its associates or Research Analyst or his relatives 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.
MEL or its associates or Research analyst has not received any compensation / managed or co-managed public offering of securities of the company covered by Research analyst
during the past twelve months. MEL or its associates have not received any compensation or other benefits from the company covered by Research analyst or third party in
connection with the research report. Research Analyst has not served as an officer, director or employee of Subject Company and MEL / Research analyst has not been engaged in
market making activity of the subject company.
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. MEL 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 MEL 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. MEL 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 MEL & 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. MEL 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. MEL 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. MEL reserves its absolute discretion and right to make or refrain from making modifications and alterations to this
statement from time to time. Nevertheless, MEL 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. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of MEL 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 MEL, nor its directors, employees, 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.
Analyst Certification: Research Analyst the author of this report, hereby certify that the views expressed in this research report accurately reflects my personal views about the subject
securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the Research analyst was, is, or will be directly or indirectly related to the
inclusion of specific recommendations or views in this research. The Research analyst is principally be responsible for the preparation of this research report and has taken reasonable
care to achieve and maintain independence and objectivity in making any recommendations.
Msearch’s Recommendation (Absolute Performance)
Buy: > 20% within the next 12 Months
Accumulate: 5% to 20% within the next 12 Months
Sell : < -20% within the next 12 Months
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