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Crafting Chemistry for Tomorrow

Kronox Lab Sciences Ltd is a renowned manufacturer of high purity speciality fine
chemicals, catering to a diverse range of industries including pharmaceuticals, scientific
and laboratory research, nutraceuticals, biotech, agrochemicals, personal care, metallurgy,
and animal health. Originally incorporated as Kronox Lab Sciences Pvt. Ltd on November
18, 2008, in Gujarat, the company transitioned to a public limited entity on May 25, 2019,
and adopted its current name..

Kronox Lab Sciences Ltd boasts a comprehensive product portfolio with over 185 chemical
products spanning various chemical families such as phosphate, sulphate, acetate,
chloride, citrate, nitrates, nitrites, carbonate, EDTA derivatives, hydroxide, succinate, and
gluconate. The products are available in different grades and particle sizes, ranging from
10 mesh to 100 mesh. Adhering to stringent industry standards like IP, BP, EP, JP, USP,
FCC, LR, AR, GR, and ACS, Kronox ensures high-quality production. The company also
accommodates custom manufacturing specifications to meet specific customer
requirements.

As of December 31, 2023, Kronox had 122 products in various stages of research and
development, highlighting its commitment to innovation and continuous improvement.
This robust R&D pipeline positions the company to address evolving market needs and
expand its product offerings. Kronox operates three state-of-the-art manufacturing
facilities located in Vadodara, Gujarat, covering a total area of 17,454 square meters with
an aggregate installed capacity of 7,242 TPA. These facilities are strategically situated near
key seaports such as Mundra, Kandla, Hazira, and Nhava Sheva, facilitating efficient
logistics and distribution. The company is also in the process of establishing a new
manufacturing unit at GIDC Dahej — II Industrial Estate, having acquired 20,471 square
meters of land for this expansion.

Over the past three financial years, Kronox Lab Sciences Ltd has served more than 592
customers. During the nine-month period ending December 31, 2023, 141 customers,
representing 23.82% of the total, placed repeat orders. The company's top 10 customers
have maintained an average relationship tenure of 7 years in Fiscal 2023, and 9 years in
both Fiscal 2022 and Fiscal 2021. This enduring customer loyalty underscores Kronox’s
reputation for quality, reliability, and customer satisfaction.

Strategically located in Gujarat, close to major seaports, Kronox is well-positioned for
efficient national and international distribution. The upcoming manufacturing unit at
GIDC Dahej — II Industrial Estate reflects the company’s commitment to expanding its
production capacity and meeting growing market demand

Key Financial Data (INR Cr, unless specified)

EBITDA Adj EPS

Revenue  EBITDA BPS (%)
(%) [®)

FY21 62.5 “8 97  B1 156 26 712

FY22 822 197 136 B9 166 37 109

FY23 95.6 20 166 B0 174 45 120
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Source: Ventura Research
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Kronox Lab Sciences Limited

Industry Analysis

The chemical industry is a fundamental component of the global economy, significantly
impacting various sectors such as agriculture, construction, automotive, FMCG, consumer
durables, electronics, and healthcare. It is constantly evolving through technological
advancements, market dynamics, and sustainability initiatives. The industry's importance is
reflected in its global sales, which grew from USD 3,668 billion in 2017 to an estimated USD
5,255 billion in 2022.

China leads the global chemical sales with a dominant 44% share, followed by Europe (27
nations) with 14% (USD 736 billion), the USA with 11.2% (USD 589 billion), Japan with 4.2% (USD
221 billion), and South Korea with 2.5% (USD 131 billion). India ranks sixth with an expected
contribution of USD 111 billion, accounting for approximately 2.1% of global chemical sales in
2022. Other top countries include Taiwan, Brazil, and Russia, with shares of 1.9%, 2.6%, and 1.7%,
respectively.

China's significant share is supported by its average annual chemical production growth rate,
which is projected to be 6.9% over the decade from 2012 to 2022, the highest among the leading
countries. India's average growth rate in chemical production is expected to be 3.8% during the
same period, which, although lower than Saudi Arabia, China, and Russia, surpasses that of South
Korea (2.8%), Europe (1.6%), Brazil (0.6%), Japan (1.0%), and the USA (0.5%). This trend indicates
that emerging countries are outpacing industrial economies in chemical production, as noted
by CEFIC.

In India, the chemical industry's output value, excluding pharmaceuticals, was around Rs. 9.10
lakh crores in FY22, representing 8.4% of the manufacturing sector's output value at constant
prices, up from 7.9% in FY18. The chemical and chemical products sector, excluding
pharmaceuticals, recorded a CAGR of 8.8% from FY18 to FY22. According to the Government of
India’s Department of Chemicals and Petrochemicals, India ranks 11th in global chemical exports
(excluding pharmaceuticals) and 6th in global chemical imports (excluding pharmaceuticals). In
FY22, India's imports of chemicals (excluding pharmaceuticals) reached Rs. 8.5 lakh crores, a
66.01% year-on-year growth, while exports reached Rs. 4.9 lakh crores, marking a 30.12% year-
on-year growth.

The Indian chemical industry is broadly categorized into five segments:

1. Alkali Chemicals: Includes products like soda ash, caustic soda, and liquid chlorine.

2. Inorganic Chemicals: Includes products like carbon black, calcium carbonate, and hydrogen
peroxide.

3.0rganic Chemicals: Includes products like ethyl acetate, chloro methanes, and formaldehyde.
4 Pesticides and Insecticides: Includes products like mancozeb, 2,4-D, acephate, and profenofos
technical.

5. Dyes and Pigments: Includes products like reactive dyes, organic pigments, and dispersed
dyes.

The production of major chemicals in India grew at a CAGR of 4.61%, increasing from 11,069
thousand metric tonnes in FY18 to 12,743 thousand metric tonnes in FY22. This growth was
primarily driven by a 4.3% CAGR in the production of alkali chemicals, which accounted for about
71% of the total major chemical output in 2021-22.
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Kronox Lab Sciences Limited

Growth Strategy

Expanding Manufacturing Capacity - To meet growing demand, Kronox plans to establish
a new manufacturing unit at GIDC Dahej — II Industrial Estate, having acquired 19,213 sq.
meters of land. This fourth unit, with an estimated installed capacity of 18,000 TPA, will
produce high purity specialty fine chemicals from both the existing and new product
portfolios. The project, estimated at 675 million, will be financed through equity, debt, and
internal accruals. Once operational, the total installed capacity will reach approximately
25,242 TPA, significantly boosting revenue.

Exploring New Applications and Develop Synergistic Products - Kronox currently
supplies products for pharmaceuticals, scientific research, nutraceuticals, biotech,
agrochemicals, personal care, metallurgy, and animal health industries. The company aims
to expand into other industries such as food, beverages, electronics, and precision industrial
products. Their products, used as excipients, ingredients, reagents, buffering agents,
fermenting agents, and refining agents, will see increased demand in these new applications.
Kronox plans to leverage its strong customer relationships, technical capabilities, and timely
delivery to penetrate these markets

Focusing on Import Substitution and Increase Exports- Kronox has a global footprint,
exporting to over 20 countries. For the nine months ending December 31, 2023, exports
accounted for 25.07% of revenue, driven by the China-Plus-One strategy. As companies
minimize dependency on China, Kronox stands to benefit from increased export
opportunities. India's strategic location, large domestic market, and skilled manpower
position it as an attractive option for global supply chain diversification. Kronox plans to
capitalize on this trend by enhancing export operations and reducing reliance on imports
Improving Cost Management and Operational Efficiencies - Kronox is committed to
enhancing profitability through improved cost management and operational efficiencies.
The company aims to optimize production processes, increase capacity utilization, and focus
on high-value, low-volume products. Leveraging economies of scale, they plan to reduce
fixed overheads per product, increase profitability, and improve operating leverage. By
continuously refining their product selection strategy and production processes, Kronox
seeks to maintain its competitive edge and drive sustainable growth

Expand Product Portfolio and Market Reach - Kronox Lab Sciences Ltd. aims to continue
diversifying its product portfolio, which currently exceeds 185 products across diverse
applications. With over 15 years of industry expertise, the company plans to strengthen its
existing product lines and introduce new products with high growth and profitability
potential. The new product range will include acetate, adipate, ascorbate, aspartate,
benzoate, citrate, EDTA, gluconate, glycinate, lactate, malate, orotate, propionate, sorbate,
and succinate, among others. During the nine months ending December 31, 2023, Kronox
supplied products to over 350 customers globally, with more than 650 customers served in
the last five financial years. The company intends to increase product supply to existing
customers while acquiring new customers in both current and new geographies

For any further query, please email us on research@venturasecurities.com
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Investment Rationale

Diversified Product Portfolio & Strong Customer Base: Kronox offers a wide range of high-
purity fine chemicals (185+) catering to diverse end-user industries like pharmaceuticals,
nutraceuticals, and scientific research. They boast long-standing relationships with a large
customer base (over 592 in the last 3 years), with repeat orders from a significant portion
(23.82% in the last 9 months).

High Entry Barriers & Focus on Quality: The company's stringent quality control procedures
and adherence to international standards create high entry barriers for competitors. Their
focus on R&D ensures product innovation and meeting customer requirements, further
strengthening their market position.

Robust Financial Performance: Kronox demonstrates consistent financial growth with a
CAGR of 23.70% in revenue and 30.68% in PAT from FY21 to FY23E. Additionally, their zero-
debt position and positive cash flow provide financial stability for future growth.

Strategically Located Manufacturing Facilities: The company's three manufacturing
facilities near major ports offer logistical advantages for raw material import and product
export. Their proximity to key industry hubs allows them to efficiently serve a wide range of
customers.

Experienced Management Team: The company benefits from the extensive experience of
its promoters and senior management team, particularly in the chemicals sector. This expertise
positions them well to navigate industry challenges and capitalize on future opportunities.

Growth Potential: The high-purity fine chemicals market is expected to experience steady
growth due to rising demand from various industries. Kronox's diverse product portfolio,
strong customer base, and focus on quality position them to capitalize on this growth
potential.

5|Page (31°' May 2024) For any further query, please email us on research@venturasecurities.com



Ik ventura KR&NOX

Key Concerns

e Quality Standards Adherence: Any failure to meet both domestic and international industry
standards could lead to product rejection by customers, potentially tarnishing the company's
reputation.

e Execution Risk in Expansion Strategy: If Kronox fails to effectively execute its strategy for
business expansion or increasing production capacity, it could significantly impact its business
and future prospects

e Dependency on Specific Industries: Since Kronox's products are tailored for specific
applications in various industries, a decrease in demand from these sectors could result in a
loss of business, negatively affecting its financial performance and overall condition.

e Revenue Concentration in Top Products: The fact that the top 20 products contribute a
significant portion of Kronox's revenue poses a risk. Any fluctuations or changes in demand
for these products could have a notable impact on the company's revenue stream.

Issue Structure and Offer Details
The Kronox Lab Sciences IPO is a book-built offering worth Rs 130.15 crores. The entirety of the
issue, consisting of 0.96 crore shares, is an offer for sale.

Issue Structure

Investor Category Allocation No. of shares
offered
QIB Not more than 50% of the Offer 47,85,000
NII Not less than 15% of the Offer 14,35,500
Retail Not more than 35% of the Offer 33,49,500

Number of shares based on a higher price band of INR 136

Source: Company Reports
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Kronox Lab Sciences Ltd financial summary and analysis

Fig in INR Cr (unless specified) FY21 FY22 FY23 @ Fig in INR Cr (unless specified) FY21 FY22 FY23
Income Statement Per share data & Yields
Revenue 62.5 82.2 95.6 Adjusted EPS (INR) 2.6 3.7 4.5
YoY Growth (%) 31.7 16.2  Adjusted Cash EPS (INR) 3.2 4.2 49
Raw Material Cost 344 47.4 54.9 Adjusted BVPS (INR) 7.2 10.9 12.0
RM Cost to Sales (%) 55.1 57.6 57.4  Adjusted CFO per share (INR) 3.0 2.4 5.3
Employee Cost 1.5 1.6 1.9 CFO Yield (%) 2.2 1.8 3.9
Employee Cost to Sales (%) 2.4 2.0 2.0 Adjusted FCF per share (INR) @7" 11" 28
Other Expenses 11.8 13.5 16.8 FCF Yield (%) (3.5) 0.8 2.0
Other Exp to Sales (%) 18.8 16.4 17.6
EBITDA 14.8 19.7 22.0 Solvency Ratio (X)
Margin (%) 23.7 23.9 23.0  Total Debt to Equity 0.0 0.0 0.0
YoY Growth (%) 33.1 11.7  Net Debt to Equity (0.1) (0.1) (0.1)
Depreciation & Amortization 2.0 2.0 1.5 Net Debt to EBITDA (0.1) (0.1) (0.2)
EBIT 12.8 17.7 20.5
Margin (%) 20.5 21.5 21.4  Return Ratios (%)
YoY Growth (%) 37.7 16.0  Return on Equity 36.3 33.8 37.2
Other Income 0.8 1.1 1.9 Return on Capital Employed 35.2 32.0 34.1
Finance Cost 0.4 0.4 0.1 Return on Invested Capital 51.8 46.3 49.9
Interest Coverage (X) 33.6 43.6 220.4
Exceptional Item 0.0 0.0 0.0 Working Capital Ratios
PBT 13.2 18.4 22.3 Payable Days (Nos) 38 51 30
Margin (%) 21.2 22.3 23.4  Inventory Days (Nos) 32 33 35
YoY Growth (%) 38.8 21.6  Receivable Days (Nos) 90 115 71
Tax Expense 3.5 4.7 5.7 Net Working Capital Days (Nos) 84 97 76
Tax Rate (%) 26.4 25.8 25.6  Net Working Capital to Sales (%) 23.0 26.5 20.8
PAT 9.7 13.6 16.6
Margin (%) 15.6 16.6 17.4  Valuation (X)
YoY Growth (%) 40.1 21.9 P/E 51.9 37.0 30.4
Min Int/Sh of Assoc 0.0 0.0 0.0 P/BV 18.8 12.5 11.3
Net Profit 9.7 13.6 16.6 EV/EBITDA 34.0 25.5 22.8
Margin (%) 15.6 16.6 17.4  EV/Sales 8.0 6.1 5.2
YoY Growth (%) 40.1 21.9

Cash Flow Statement
Balance Sheet PBT 13.2 18.4 22.3
Share Capital 0.2 0.2 37.1 Adjustments 28.9 2.8 1.2
Total Reserves 26.6 40.1 7.6 Change in Working Capital (27.3) (7.4) 1.9
Shareholders Fund 26.8 40.4 44.7 Less: Tax Paid (3.5) (4.7) (5.7)
Long Term Borrowings 0.0 0.5 0.0 Cash Flow from Operations 11.3 9.0 19.7
Deferred Tax Assets / Liabilities (0.2) (0.3) (0.3) Net Capital Expenditure (1.7) (3.8) (8.4)
Other Long Term Liabilities 2.7 1.7 0.0 Change in Investments (1.3) (3.8) 2.9
Long Term Trade Payables 0.0 0.0 0.0 Cash Flow from Investing (3.0) (7.6) (5.5)
Long Term Provisions 0.2 0.5 0.5 Change in Borrowings (0.8) (0.3) (0.8)
Total Liabilities 29.5 42.7 44.8 Less: Finance Cost (0.4) (0.4) (0.1)
Net Block 9.2 11.3 15.9 Proceeds from Equity 0.0 0.0 0.0
Capital Work in Progress 0.4 0.0 0.0 Buyback of Shares (5.9) 0.0 (12.5)
Intangible assets under developmer 0.0 0.0 0.0 Dividend Paid 0.0 0.0 0.0
Non Current Investments 0.0 0.0 0.0 Cash flow from Financing (7.1) (0.7) (13.4)
Long Term Loans & Advances 1.6 1.0 0.1 Net Cash Flow 1.3 0.8 0.8
Other Non Current Assets 0.0 0.0 3.5 Forex Effect 0.0 0.0 0.0
Net Current Assets 18.3 30.4 25.3  Opening Balance of Cash 2.7 2.1 2.8
Total Assets 29.5 42.7 44.8 Closing Balance of Cash 2.1 2.8 3.6

Source: Ventura Research
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Disclosures and Disclaimer

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is member of BSE, NSE
and MCX-SX. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in last five years except
administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records. Ventura Commodities Limited,
Ventura Guaranty Limited, Ventura Insurance Brokers Limited and Ventura Allied Services Private Limited are associates of VSL. Research Analyst (RA) involved in the
preparation of this research report and VSL disclose that neither RA nor VSL nor its associates (i) have any financial interest in the company which is the subject matter of
this research report (ii) holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the time of publication
of this research report (iv) have received any compensation from the subject company in the past twelve months (v) have managed or co-managed public offering of
securities for the subject company in past twelve months (vi) have received any compensation for investment banking merchant banking or brokerage services from the
subject company in the past twelve months (vii) have received any compensation for product or services from the subject company in the past twelve months (viii) have
received any compensation or other benefits from the subject company or third party in connection with the research report. RA involved in the preparation of this
research report discloses that he / she has not served as an officer, director or employee of the subject company. RA involved in the preparation of this research report
and VSL discloses that they have not been engaged in the market making activity for the subject company. Our sales people, dealers, traders and other professionals may
provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein. We may have
earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made in this report. In
reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We may rely on
information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups or affiliates of VSL.
This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or
subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract or
commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information of the clients / prospective
clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the
particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, this document does not have regard to the specific investment
objectives, financial situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may
not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. Persons
who may receive this document should consider and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek
professional/financial advice. And such person shall be responsible for conducting his/her/their own investigation and analysis of the information contained or referred to
in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this document. The projections and forecasts described in
this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts
are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were based will not materialize or
will vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been prepared solely
by the authors of this report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with published guidelines
or generally accepted accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You
should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by VSL, its associates, the authors of this report or any
other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts
described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts. The price and
value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any investments.
Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may differ materially
from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. We do not provide tax advice to our
clients, and all investors are strongly advised to consult regarding any potential investment. VSL, the RA involved in the preparation of this research report and its associates
accept no liabilities for any loss or damage of any kind arising out of the use of this report. This report/document has been prepared by VSL, based upon information
available to the public and sources, believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. VSL has reviewed
the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The
opinions expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or information in this report change.
This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should
not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed to
the public used by the public media without the express written consent of VSL. This report or any portion hereof may not be printed, sold or distributed without the
written consent of VSL. This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor
anything contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for
your information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The opinions and projections
expressed herein are entirely those of the author and are given as part of the normal research activity of VSL and are given as of this date and are subject to change without
notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that future results or events will be
consistent with any such opinions, estimate or projection. This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by
arrangement with the company or any of its directors or any other person. Information in this document must not be relied upon as having been authorized or approved
by the company or its directors or any other person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors
or any other person accepts any liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith. The
information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination,
distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital
Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Securities Market.

Ventura Securities Limited - SEBI Registration No.: INH000001634

Corporate Office: I-Think Techno Campus, 8 Floor, ‘B’ Wing, Off Pokhran Road No 2, Eastern Express Highway, Thane (W) — 400608
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