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J B Chemicals and Pharmaceuticals 
 

JB Chemicals – Company Update 
We recently visited JB Chemicals and Pharmaceuticals Ltd’s (JB Chem) oral solid (T20) and Injectable 
(IV17) facilities at Panoli, Gujarat and interacted with the Operation and Production heads across all 
plants to understand the company’s manufacturing capacity and capability. While the T20 facility is 
USFDA approved and it is utilized for the US, South Africa (SA) and Indian markets, the IV17 facility is 
mainly for RoW markets. The company is also adding a separate Eye Drops line in the IV17 facility for 
the US market and is expected to start validation batches from April 2023. We like the company’s idea 
of having a uniform production policy and almost similar compliance standard across all geographies. 
About capacity, as per the management, the company has sufficient capacity and expansion space in 
the existing plants for at least the next five years of production requirement. On the Ranzel brand 
acquisition, we believe that the deal complements the company’s existing cardiac segment and the 
management believes that it is a strategic fit to enhance focus on the domestic market. The company 
will utilize its existing fieldforce to market these brands, but we expect that JB Chem will need to add 
more field strength to promote these brands. Hence, we believe that the deal would be margin-accretive 
but earning-neutral. JB Chem remains our preferred pick in the Pharma sector mainly due to its 
aggressive growth focus in the domestic market, strong financials and healthy FCF. We maintain a 
“BUY” recommendation on JB Chem with a revised target price (TP) of Rs2,427, valuing it at 20x 
Sept’24E EV/EBITDA. 

Facilities Overview 

 JB Chem has 7 formulations facilities and 1 API facility with most of the units approved by all major 
compliance agencies, including units TI10 (OSD), T20 (OSD) and D9 (API), which are USFDA compliant 
as well. 

 T20 is an oral solid dosages unit with a 15mn p.a. tablet production capacity and has close to one-third 
capacity utilization. The company intends to double its capacity by the end of June’23. 40% of the 
volume from this facility is directed towards the US and SA markets each and the balance caters to the 
domestic market. The facility was constructed at an investment of ~Rs1.50bn in 2018.  

 IV17 is an injectable unit, which caters to RoW (including Russia) markets and Domestic market and 
has 70-80% capacity utilization. JB Chem is in the process of adding a new line for manufacturing eye 
drops for the US market and it will likely start validation batches from April’23. 

 TI10 is an oral solid dosage unit with 3 manufacturing lines. This facility largely caters to the US, 
Australia and SA markets and has 100% capacity utilization. 

 L6 is a liquid dosage manufacturing unit and it is used for manufacturing Ayurvedic and Allopathy liquid 
dosages. There is some spare capacity and the same will be utilized for manufacturing Ayurvedic 
medicines. 

 D9 is the company’s API facility and has 6 blocks. The unit is used to produce high-volume APIs such 
as Glipizide, Diclofenac, Atenolol etc. Most of the output is used for captive consumption.  

 The Ankleshwar facility was recently inspected by Kenya and Uganda compliance agencies. It 
manufactures ~100-150mn tablets annually and the facility also has spare capacity which can further 
be expanded. 

 Lozenges facility has ~55-60% utilization. JB Chem is globally among the top 5 players in the 
manufacturing of lozenges.  

 The company has sufficient capacity and does not expect any greenfield expansion in the near term. 
Growth would be led by brownfield expansion by adding additional lines in the existing facilities. 
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Key Data  

Current Shares O/S (mn) 77.4 

Mkt Cap (Rsbn/US$bn) 164/2 

52 Wk H / L (Rs) 2,150/1,339 

Daily Vol. (3M NSE Avg.) 78,829 

   

Price Performance (%)   

 1 M 6 M 1 Yr 

J.B Chemicals (0.2) 46.9 32.6 

Nifty Index (0.2) 19.5 7.6 

Source: Bloomberg 
 

FY22 Annual Report 

2QFY23 Result 

 

Y/E March (Rsmn) FY21 FY22 FY23E FY24E FY25E 

Net sales 20,425 24,242 31,081 34,931 39,235 

EBITDA 5,604 5,435 6,862 8,672 10,200 

Net profit 4,078 3,854 4,050 5,278 6,491 

EPS (Rs) 52.8 56.0 58.9 72.9 87.1 

EPS growth (%) 45.7 6.1 5.2 23.7 19.4 

EBITDA margin (%) 27.4 22.4 22.1 24.8 26.0 

P/E (x) 40.0 37.7 35.8 28.9 24.2 

EV/Sales (x) 7.7 6.7 5.5 4.8 4.1 

EV/EBITDA (x) 27.9 29.9 24.7 19.2 15.9 

RoCE (%) 23.9 18.6 15.5 16.1 17.7 

RoE (%) 25.1 19.5 17.5 19.3 19.9 
 

Source:  Company, Nirmal Bang Institutional Equities Research 
 

18 December, 2022 

https://www.bseindia.com/bseplus/AnnualReport/506943/73945506943.pdf
https://www.bseindia.com/bseplus/AnnualReport/506943/73945506943.pdf
https://www.bseindia.com/xml-data/corpfiling/AttachHis/3c2f95cd-acca-4731-b792-0d0afda57207.pdf
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USFDA inspections 

 JB Chem hasn’t had inspections since 2019. USFDA follows a risk-based inspection approach and JB 
Chem units are low risk since it has had no product recall in the last 14 years or any serious complaints 
from customers/patients 

 The company’s API facility was last inspected 5 years ago 

 The company does not expect any USFDA inspection in the near term 

 

Key Products 

 In Glipizide, the company has a volume market share of ~20%. 

 JB Chem has a strong positioning in Diclofenac and produces various combinations of the products such 
as diclofenac sodium, diclofenac acid and diclofenac diethylamine.  It has a production capacity of 40 
tonnes/month for the product. The product is used for captive consumption and is also sold to other 
formulation players. Novartis and GSK are among the major players that the company supplies to. It has a 
market share of ~30% in Diclofenac. 

 JB Pharma recently received an ANDA approval for Venlafaxine Hydrochloride Extended-Release Tablets 
from the USFDA and it expects to launch it in a couple of months. 

 The company is working on receiving approval for sterile ointment for the US market. It expects to be ready 
with the exhibit batches by April’23-end. The manufacturing facility is already USFDA approved. 

 JB Chem follows a partnership model to launch products in the US. Most of the products in the US are sold 
through Rising Pharma.  

 

CMO business  

 One of the important focus areas for the company is the CMO business. The company does CMO work in 
Lozenges, Syrup and Solid Dosages. Some of the major products for the CMO business include Doktor 
Mom, Zecuf and Vicks. 

 For Herbal Liquids, the company is working on doubling its production capacity from 0.1mn bottle/day to 
0.2mn bottle/day. 

 The company does ~Rs1bn business with Innova, of which 70% is for Solid Dosages and the rest is for 
Lozenges. 

 

Others 

 Only domestic manufacturing is outsourced to third parties.  

 The company imports ~30-40% of its raw materials. 

 The company uses laser drilling technology for manufacturing controlled release tablets. 

 

Update on JB Chem’s acquisition of Sartan brands from Glenmark 

 JB Chem has enhanced its presence in the fast-growing Sartan segment with the acquisition of Glenmark’s 
Razel (Rousvastatin) franchise in India and Nepal.  

 As per IQVIA MAT Oct’22, annual sales of this drug are ~Rs661mn. Growth has been muted in the past 
three years in the acquired brands. 

 As per the management, the acquired brands will grow at low double digits in the near term and the 
company aims to increase the size to Rs1bn by FY25-FY26. 

 The total covered market size of these brands is ~Rs24.4bn (growing at ~12% p.a.), as per IQVIA MAT 
Oct’22.  
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 Gross margin of the acquired brands is ~80% and it will be marketed by the company’s existing fieldforce. 
Hence, considering the additional operational cost of ~Rs150-200mn, as per the management, the EBITDA 
margin of the acquired brands would be 50-60%. 

 The consideration for this acquisition is Rs3.3bn (excluding working capital and taxes). Hence, valuation 
comes at 4.8x EV/Sales and ~10x EV/EBITDA. 

 ~70-80% of the deal should be funded through long-term debt and the remaining from internal accruals.   

 The transaction is expected to be closed within the next two weeks, subject to customary closing formalities. 

 The acquisition is in line with management’s focus to increase domestic presence, especially in the chronic 
segment. It will complement the existing cardiac portfolio as well.  

 Also, due to the company’s ability to work on the life cycle management of old brands, we believe that 
growth in the acquired brands will mainly come from better focus, life extension and deeper penetration. 

 From financial point of view, we believe that the company will need to add to its existing field force to 
promote these brands, which will dilute the margin benefit of the acquired brands. Also, additional burden 
of amortization of brands and interest cost would neutralize the operational benefit. Hence, we expect this 
deal to be earning neutral for the company. 

 

 

 

Exhibit 1: One-year Rolling Forward EV/EBITDA Chart 

 

Source: BSE, Bloomberg, Company, Nirmal Bang Institutional Equities Research 
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  Financials (Consolidated) 
 

Exhibit 2: Income statement  

Y/E March (Rsmn) FY21 FY22 FY23E FY24E FY25E 

Net sales 20,425 24,242 31,081 34,931 39,235 

% growth 15.1 18.7 28.2 12.4 12.3 

Raw material costs 7,015 8,429 11,438 12,226 13,536 

Staff costs 3,406 4,392 5,447 6,100 6,832 

ESOP cost 0 620 680 480 320 

Other expenditure 4,400 5,366 6,654 7,452 8,347 

Total expenditure 14,821 18,808 24,218 26,258 29,035 

Gross profit 13,410 15,813 19,643 22,705 25,699 

% growth -60.2 -53.0 -41.6 -32.5 -23.6 

EBITDA 5,604 5,435 6,862 8,672 10,200 

% growth 48.4 -3.0 26.3 26.4 17.6 

EBITDA margin (%) 27.4 22.4 22.1 24.8 26.0 

Other income 589 392 62 105 314 

Interest costs 72 51 303 303 303 

Depreciation 687 727 1,139 1,332 1,429 

Profit before tax & Exceptional 
Items 

5,434 5,049 5,482 7,142 8,781 

Exceptional Items 535 0 0 0 0 

Profit before tax 5,969 5,049 5,482 7,142 8,781 

% growth 71.1 -15.4 8.6 30.3 22.9 

Tax 1,484 1,189 1,425 1,857 2,283 

Effective tax rate (%) 27 24 26 26 26 

Minority Interest 6 7 7 7 7 

PAT 4,480 3,854 4,050 5,278 6,491 

Adjusted PAT 4,078 3,854 4,050 5,278 6,491 

% growth 64.7 -14.0 5.1 30.3 23.0 

Adjusted EPS (Rs) 52.8 56.0 58.9 72.9 87.1 

% growth 45.7 6.1 5.2 23.7 19.4 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 4: Balance sheet 

Y/E March (Rsmn) FY21 FY22 FY23E FY24E FY25E 

Equity 155 155 155 155 155 

Reserves 17,943 21,187 24,831 29,582 35,424 

Net worth 18,097 21,341 24,986 29,736 35,578 

Minority Interest 37 45 52 59 65 

Net deferred tax liabilities 498 411 411 411 411 

Total Loans 0 0 6,300 4,800 3,300 

Other Long Term Liabilities 226 375 423 450 480 

Liabilities 18,859 22,173 32,172 35,456 39,835 

Net Block 5,441 5,529 5,890 6,058 6,128 

CWIP 256 139 139 139 139 

Intangible Assets and Goodwill 896 7,241 14,705 14,705 14,705 

Intangible assets under 
development 

0 48 48 48 48 

Other Non Current Assets 64 177 225 252 282 

Non-Current Investments 129 127 127 127 127 

Inventories 3,474 4,100 5,279 5,724 6,329 

Debtors 3,890 5,557 7,124 8,007 8,993 

Cash 309 585 230 899 2,597 

Other current assets 7,853 2,507 3,214 4,612 6,057 

Total current assets 15,526 12,749 15,847 19,242 23,976 

Creditors 1,869 2,245 3,046 3,256 3,605 

Other current liabilities 1,584 1,592 1,763 1,858 1,966 

Total current liabilities 3,453 3,837 4,809 5,114 5,570 

Net current assets 12,073 8,911 11,038 14,127 18,406 

Total assets 18,859 22,173 32,172 35,456 39,835 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 3: Cash flow 

Y/E March (Rsmn) FY21 FY22 FY23E FY24E FY25E 

PBT 5,969 5,049 5,482 7,142 8,781 

Depreciation 687 727 1,139 1,332 1,429 

Net Chg in WC -938 -3,025 -1,946 -1,117 -1,243 

Taxes -1,417 -1,346 -1,425 -1,857 -2,283 

Others -1,225 256 -537 -302 -338 

CFO 3,075 1,660 2,713 5,197 6,346 

Capex -79 -6,990 -8,964 -1,500 -1,500 

Net Investments made -2,243 7,002 0 -1,000 -1,000 

Others 15 -53 0 0 0 

CFI -2,307 -41 -8,964 -2,500 -2,500 

Change in Share capital 0 0 0 0 0 

Change in Debts -82 -3 6,300 -1,500 -1,500 

Div. &Div Tax -732 -1,276 -405 -528 -649 

Others 44 -64 0 0 0 

CFF -770 -1,343 5,895 -2,028 -2,149 

Total Cash Generated -1 277 -356 669 1,697 

Cash Opening Balance 309 309 585 230 899 

Cash Closing Balance 309 585 230 899 2,597 

Source: Company, Nirmal Bang Institutional Equities Research 

 

Exhibit 5: Key ratios 

Y/E March FY21 FY22 FY23E FY24E FY25E 

Profitability & return ratios      

EBITDA margin (%)  27.4 22.4 22.1 24.8 26.0 

Net profit margin (%)  21.9 15.9 13.0 15.1 16.5 

RoE (%)  25.1 19.5 17.5 19.3 19.9 

RoCE (%)  23.9 18.6 15.5 16.1 17.7 

Working capital & liquidity ratios      

Receivables (days)  66 71 74 79 79 

Inventory (days)  56 57 55 57 56 

Payables (days)  32 31 31 33 32 

Current ratio (x)  4.5 3.3 3.3 3.8 4.3 

Quick ratio (x)  3.5 2.3 2.2 2.6 3.2 

Valuation ratios      

EV/sales (x)  7.7 6.7 5.5 4.8 4.1 

EV/EBITDA (x)  27.9 29.9 24.7 19.2 15.9 

P/E (x)  40.0 37.7 35.8 28.9 24.2 

P/BV (x)  9.0 7.6 6.5 5.5 4.6 

Source: Company, Nirmal Bang Institutional Equities Research 
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Rating track 

Date Rating Market price (Rs) Target price (Rs) 

12 January, 2022 Buy 1,708 1,974 

16 February, 2022 Buy 1,619 1,988 

21 February 2022 Buy 1,621 1,988 

25 February 2022 Buy 1,584 1,988 

29 May 2022 Buy 1,619 1,946 

7 August 2022 Accumulate 1815 2,041 

29 September 2022 Buy 1,891 2,307 

15 November 2022 Buy 1,980 2,394 

18 December 2022 Buy 2,110 2,427 

 

Rating track graph 
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DISCLOSURES 

 

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a 
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH000001436. NBEPL is also a 
registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.  
 
NBEPL 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. 
 
NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities 
Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL 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. 
NBEPL or its associates or 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. 
 
NBEPL 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. NBEPL 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 NBEPL / analyst has not been engaged in market making activity of the subject company. 
 
Analyst Certification: I, Mitesh Shah, Research Analyst and Bhavya Sanghavi, Research Associate, 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 analyst was, is, or will be directly or indirectly related to the 
inclusion of specific recommendations or views in this research. The analyst is 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 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

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. NBEPL 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 NBEPL 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. NBEPL 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 NBEPL & 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. NBEPL 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. 
NBEPL 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. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and alterations 
to this statement from time to time. Nevertheless, NBEPL 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 NBEPL 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 NBEPL, 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 NBEPL.  

Our reports are also available on our website www.nirmalbang.com 

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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