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 KEY FUNDAMENTALS 

  

vScore:  vScore (Value Score) is our proprietary company rating system f  

 

 

 
 
 
 
 
 

                                                                                                                                                Precise Advice 

Assured…                                                             

 

Export business continue to report robust growth  – 

NOCIL was incorporated in 1961 as National Organic Chemical Industries Ltd. NOCIL is 

into manufacturing and trading basic organic chemicals. The Company offers products, 

such as accelerators under the name PILCURE; antidegradants, such as PILFLEX 13; 

antioxidants, under the name PILNOX; pre vulcanization inhibitor, such as PILGARD PVI, 

and post vulcanization stabilizer, such as PILCURE DHTS. Domestic sales accounted for 

70% of revenue in FY16 and the balance is from exports. NOCIL has a installed capacity 

of 55,000 tonnes (including Dahej of 15,000 tonnes). The company has manufacturing 

facilities in Trans-Thane Creek industrial area at Navi Mumbai and   commercialized  the 

dahej plant in March 2013.   

PROMOTERS            -  38%  

BANKS, MFs & DIIs   -    2% 

FIIs                             -   ..%  

PUBLIC                     -    60% 

Steady H1FY17 Performance – 
 
NOCIL Ltd reported a Topline of Rs 374 crs in H1FY17 from Rs  364 crs in H1 of last 
year led by better product mix and higher sales realizations for high value added 
products. This was reflected in a higher EBIDTA growth of 20% at Rs 78  crs from Rs 65  
crs in H1 last year  and a strong 41% increase in PAT. The PAT for H1 FY17 stood at Rs 
69  crs as compared to Rs 35 crs in H1 last year. However this includes Rs 20 crs from 
the sale of Navin Fluorine shares sold by the company, However even after excluding tjis 
exceptional gain the core PAT is up by 41% at Rs 49 crs in H1 of FY17.   
 

For FY16 the company has recorded a topline of Rs 715 crs, a  EBIDTA of  Rs 138 crs 
crs while PAT was  placed at Rs 77 crs  from Rs 56 crs last year.  

 

NOCIL is a market leader in rubber chemicals – 

 
NOCIL, part of the Arvind Mafatlal Group, has an operational track record stretching back 
to 1975. The company manufactures all chemicals used in rubber processing viz. 
chemical accelerators and anti‐oxidants, and leads market share in India (by volumes). It 

operates two manufacturing facilities (Thane and Dahej) and has a combined capacity of 
53,500MT. The company also exports to 40 countries globally and has a reputation as a 
technically superior and dependable supplier 
 

Automobile sector is a significant consumer  for NOCIL –  
 
60 to 65% of the global consumption of rubber is by automotive tyres, with the rest used 
in footwear production, latex products, cycle tyres and tubes, and OTR tyres among 
others.Consequently, tyre manufacturers like MRF, Apollo, CEAT constitute a significant 
chunk of NOCIL’s clientele. As the company operates in rubber chemicals industry, their 
application is in rubber-based industries such as Tyres, Tubes, moulded & extruded 
components, belting, footwear etc.  
 
Although these chemicals form a very small component of the consuming industries’ 
inputs, they are very critical from quality and productivity angles. The demand for rubber 
chemicals is directly linked to the overall rubber consumption (Natural & Synthetic 
Rubber) which in turn is linked to the level of economic activity. Performance of the 
Rubber Chemicals industry is therefore, largely dependent on the performance of the 
Tyre and automobile industry 

 
 
 

YE                         FY16  FY17   FY18 

Rev  Gr%                -0.41     10    15  

EBIDTA Gr%            23         9      21 

PAT Gr%                  37       41     23 

EPS Gr%                  37       39     23 

Roe %                      18       21     22   

Roce %                   17        19     20 

EPS (Rs)                4.86    6.75  8.28 

P/E (x)                               11       9       

 

FACE VALUE   Rs              10.00 

DIVD YIELD %                     1.62 

52 WK HI/LOW               82/20        

NSE  CODE                     NOCIL 

BSE CODE                      NOCIL   

MARKET CAP        RS   1230 CRS 

 



 
Favorable global scenario –  
  
The gradual realignment of supply and demand due to restructuring / exits from rubber chemicals business, by certain 
prominent players countries, along with enhancement of anti-dumping duty from imports from China and Korea has 
helped in improvement of realization on rubber chemicals produced by the company. Also, environmental compliance 
remains one of the major challenges globally helping serious player like NOCIL gain market share 

 
Asia Hub for Tyre Industry – 
 
Chemicals supplied to tyre companies form 60% of NOCIL’s business. Major tyre companies have started consolidating 
their operations in & around Asia closer to the growth Markets. Customers take from 6-18 months to give approval for a 
specific location under specific climatic conditions & same is carried out for various locations globally. With established 
track record, NOCIL will benefit from this scenario 
 

Ramp up of capacity at Dahej plant has benefitted NOCIL significantly – 
 
The Company had undertaken an expansion plan involving a capex of Rs 250 crs  intermediates for its main product 
range at Dahej. It began its commercial operation in March 2013 and now has a capacity utilization of 80%. This is 
expected to reach 100% over the next 2 years. The Dahej plant manufactures intermediates which were earlier 
manufactured at its Navi Mumbai plant through an old route. Lot of process improvements was done at the Dahej plant 
and intermediates are now manufactured via a new technology route leading to cost improvements 
 
EBIDTA margins to remain stable at higher levels – 
 
The Company was facing serious pressure on its margins during FY12-14 as was the case with many international 
players as dumping of rubber chemicals by the Chinese and Korean companies hit companies hard. However EBIDTA 
margins have been improving steadily from around 11.50% in Q4FY14 to around 17% in Q4FY15 and further to around 
21% in H1 of FY17.  This is mainly driven by increase in overall utilization level, anti dumping duty protection in place and 
ramp up in its Dahej plant. The NOCIL management is confident of maintaining EBIDTA margins in the range o 18-20%. 
 

Capacity expansion could be on the cards and this will benefit NOCIL going ahead –  
 
The Dahej plant has already reached 80% utilization rate. With the common infrastructure in place, it would be easier to 
set up additional capacities as and when the management feels the need. The additional capex can be done at minimal 
cost without putting a pressure on the finances. We feel this is likely to be undertaken by FY18E. 
 

Long term prospects for Rubber Chemicals Industry look good –  
 
Rubber chemicals find their application in rubber-based industries such as Tyres, Tubes, moulded & extruded 
components, belting, footwear etc. Rubber chemicals form a very small component (3%) of rubber consumption, but they 
are a very critical component from the application angle. The demand for rubber chemicals is primarily dependent on the 
performance of the overall rubber industry. One of the major rubber based industry viz. the tyre industry, is directly 
dependent on the Automotive Sector and tyre replacement demand. Performance of the Rubber Chemicals industry is 
therefore, largely dependent on the performance of the tyre and automobile industry. 
 
The growth prospects for Rubber Chemicals are likely to be centered in the Asia – Pacific Region. There are huge 
investments done by the tyre companies around Asia and Large Global Players are consolidating their businesses 
 
Over the last 3-4 years, the global rubber chemical industry has seen many large manufacturers restructuring their 
businesses and has strategically exited their rubber chemical operations. Many small players had to shut down their 
operations. This is due to high competition from China and Korean players as they offered artificially low prices to 
customers. The gradual realignment of supply and demand due to restructuring / exits from rubber chemicals business 
have ensured that there is a greater awareness amongst customers of the need for stable and quality supplier like NOCIL. 
Also, major MNCs are trying to de-risk their supply chain by diversifying raw material procurement away from China. As 
risk associated with Chinese exports increase, MNCs are increasing preferring India amongst the developing countries for 
raw material supply. 

 

 

 



 
 
Globally, the rubber chemicals market is estimated to be US$ 3.5bn, by sales. China accounts for 40‐45% of global 

consumption of rubber chemicals. The local rubber chemical industry has surplus capacity, which fulfils domestic demand 
and till recently, dominated the global export market for rubber chemicals. 
 
However, the Chinese rubber chemicals industry is currently undergoing consolidation due to several factors. The global 
levy of ADD on Chinese exports, shutdown of units due to pollution concerns, and increasing preference by global players 
to diversify sourcing of rubber chemicals away from China are resulting in lower utilisation levels for Chinese rubber 
chemical manufacturers. 
 
Currently, ADD is levied on rubber chemicals imported from China. Levied globally, the duty is in effect until CY19 and is 
meant to obviate the subsidies  received by Chinese manufacturers. 
 
A significant portion of NOCIL’s revenues are safeguarded by the ADD, hence the company is locally competitive. The 
remaining turnover consists of specialized products, developed through R&D, which have a natural technological base of 
margin protection. 
 
A third of the company’s revenues (Rs 2.3bn) come from exports to Asia and the EU, with minuscule sales to the US. 
On the balance sheet side, the company has Rs 0.5bn of term debt and Rs 29 crs of working capital debt, with a networth 
of Rs 4.5bn (2QFY16). Debt/equity is comfortable at 0.2x, leaving the company with ample elbow room to invest in capex 
or ongoing operations. 
 
NOCIL management is optimistic about its prospects and anticipates another round of capex in FY17. While plans for this 
haven’t been finalised, the management envisages brownfield expansion at its Dahej facility to cost Rs 1.5‐1.7bn, most of 

which will be funded through a mix of internal accruals and debt 
 
 
Steady improvement financial performance expected – Revenue growth and margin expansion to continue – 
 
 
We estimate NOCILs earnings to witness a CAGR of 20-25% over FY16-18E. This will be driven by steady  revenue 
growth (15-18% CAGR over FY16-18E) and a steady EBITDA margin expansion over the same period.  
 
Over the last 2 years starting 2015 onwards, NOCIL has maintained its operating margins between 15% to 19% in FY16 
and it has been able to maintain a ROCE and ROE  of 17 and 18%.  We expect a significant improvement in both ROCE 
and ROE over the next 2 years as we expect both the domestic and export markets to grow at a healthy clip where there 
is good scope for margin improvement and revenue growth. More importantly the company has reduced its long term debt 
significantly to Rs 10 crs in Sept 2016 from Rs 16 crs in FY16.  
 
Domestic Auto and transportation sector improvement is beneficial for NOCIL –  
 
As the company operates in rubber chemicals industry, their application is in rubber-based industries such as Tyres, 
Tubes, moulded & extruded components, belting, footwear etc. Although these chemicals form a very small component of 
the consuming industries’ inputs, they are very critical from quality and productivity angles. The demand for rubber 
chemicals is directly linked to the overall rubber consumption (Natural & Synthetic Rubber) which in turn is linked to the 
level of economic activity.  
 
The single largest rubber-based industry viz. the tyre industry, is directly dependant on the transportation & Automotive  
Sector. Performance of the Rubber Chemicals industry is therefore, largely dependent on the performance of the Tyre and 
auto-mobile industry. 
 
The Automotive industry is likely to pick up its activity in FY18 after the initial setback seen after the Note de monetization 
issue since November 2016. We believe that growth wil come back in a strong way in FY18 with the  Monsoon this year  
is also expected to do well. With government having already put  special attention to rural and agricultural economy and 
likelybhood of some fiscal incentives in this years Union budget, these factors will drive the demand for overall Auto sector 
and hence for rubber chemicals in the upcoming period. 
 

 



 
 

Business Outlook & Stock Valuation –  

On a rough cut basis, in FY17, Topline will see a steady rise wherein Topline is expected to touch Rs 790 crs.  

On the bottomline level we expect the company to record a PAT of Rs 110  crs in FY17E. Thus on a conservative basis, 
NOCIL should record a EPS of Rs around Rs 6.75 for FY17E. For FY18E our expectation is that earnings traction for 
NOCIL would continue to be strong wherein we expect a EPS of Rs 8.28 respectively.   
 
NOCIL, the largest rubber chemical manufacturer portfolio and strong R&D capabilities is in the position to take advantage 
of global consolidation in the rubber chemical space. With major tyre companies consolidating their operation in and 
around Asia which is the major growth market, NOCIL is expected to benefit. The Company has all the environment 
compliance in place which is the key problem faced by the Chinese counterparts, placing NOCIL at an advantage. Also 
with the anti duty protection in place and ramp up in its Dahej plant  financials are set to improve 
 
Looking at NOCIL’s steady financial track record, strong product domain and dominant market share and strong 
promoters we expect the stock to get re rated in future.   
 
Hence we believe that the NOCIL’s stock should be purchased at the current price for a price target of around Rs 105 

over the next 12 to 15  months. 

FINANCIALS  

For the Year Ended March RsCrs FY15A FY16A FY17E FY18E 

Net Sales  718.1 715.1 790.0 910.0 

EBIDTA  111.87 138.14 151.0 182.0 

EBIDTA % 15.58 19.32 19.11 20.00 

Interest  16.51 9.33 2.0 1.5 

Depreciation  13.6 13.73 14.0 15.0 

Non Operational Other Income 3.88 3.05 6.0 3.0 

Profit Before Tax  85.64 118.13 141.0 168.5 

Profit After Tax 56.75 77.74 110.0 135.0 

Diluted EPS (Rs)  3.55 4.86 6.75 8.28 

Equity Capital  160.0 160.0 163.0 163.0 

Reserves  252.63 307.15 382.15 477.15 

Borrowings  125.0 15.0 10.0 10.0 

GrossBlock  291.27 291.1 300.0 315.0 

Investments  47.1 47.1 47.1 47.1 
Source Company and our Estimates   

 

 

 

 

 

 

 



 
 

 

KEY CONCERNS  

 
Dependent on cyclicality of the automobile industry 
 

Volatility in raw material prices 
 
Cheap imports poses a major challenge 
 
Foreign exchange fluctuation, as exports contributed around 30% of revenue 

 
 
 

 

 

 

 

 

 

 

 

 

 


