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Neochem Bio Solutions

Sector: Specialty Chemicals

= About Neochem Bio Solutions

Neochem Bio Solutions is a fast-emerging Indian specialty chemicals company focused on the
manufacture and supply of bio-based surfactants, agrochemical formulations, and industrial
specialty chemicals. Founded with a vision to bridge conventional chemistry with sustainable bio-
solutions, the company has carved a niche in a sector that is increasingly at the intersection of
environmental responsibility and industrial demand.

The company serves a diverse customer base spanning agriculture, personal care, home care, and
industrial applications. Its product portfolio includes bio-surfactants, emulsifiers, wetting agents,
and specialty blends that are used by formulators and end-users across multiple industries.

Headquartered in India, Neochem Bio Solutions has been steadily expanding its manufacturing
capabilities and distribution reach. With a market cap of just X163 crore, it sits firmly in the small-
cap segment — exactly the kind of under-the-radar gem that value investors love to discover early.
The company's ROCE of 27.2% and ROE of 48.4% stand out as exceptional metrics, reflecting
efficient capital deployment and strong profitability relative to its size. The promoter group holds a
confident 66.72% stake, demonstrating skin in the game and long-term conviction in the business.

1) Official website: Neochem Bio Solutions Official Website

¢” Expansion Plans

Neochem Bio Solutions appears to be in an exciting capacity expansion phase — a hallmark of

companies transitioning from micro-cap obscurity to meaningful mid-market players. Based on

available indicators and industry context, here's what the company's growth trajectory likely looks

like:

® | Capacity Enhancement: The company is likely investing in additional manufacturing lines at
its existing facility to meet growing domestic and export demand. With specialty chemical
demand surging post-COVID, capacity constraints are a real risk — and proactive expansion is

essential.

* @ Geographic Diversification: Neochem Bio Solutions is reportedly exploring export
opportunities in Southeast Asia, Africa, and the Middle East — regions where demand for
affordable, bio-based chemical formulations is accelerating. This could provide significant top-
line growth over the next 2-3 years.

® = New Product Development: The company is expected to launch new bio-stimulant and bio-
pesticide formulations targeting the rapidly growing organic farming segment. India's push for
natural farming aligns perfectly with Neochem's bio-solutions expertise.
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Lz Backward Integration: To reduce raw material dependency and manage input cost volatility,
the company may be working on partial backward integration — producing key intermediates in-
house. This would structurally improve margins over time.

®* & B2B to B2C Transition: There are indications that Neochem is exploring branded product
launches in the agro-inputs and home care segments, which would significantly improve pricing
power and brand equity.

These expansion moves, if executed well, could be the catalyst that takes Neochem Bio Solutions
from a X163 crore company to a significantly larger enterprise over the next 3-5 years. ¢’ Small-
cap specialty chemical companies with strong fundamentals and clear growth roadmaps have
historically been among the best multibagger opportunities in the Indian market.

4 Key Positives

® 1 Exceptional Capital Efficiency: A ROCE of 27.2% is outstanding for a small-cap chemicals
company. It means every rupee deployed in the business generates high returns — a hallmark of
quality businesses.

® [ Stellar ROE: With an ROE of 48.4%, Neochem Bio Solutions ranks among the most profitable
small-cap companies in its segment. This suggests strong competitive positioning and pricing

power.

® ] Strong Promoter Conviction: A 66.72% promoter holding with no reported pledging (as per
available data) indicates that the founding team is fully committed and has not leveraged their
shares for personal loans — a very positive governance signal. &

® 1 Niche Market Leadership: Bio-based specialty chemicals is a niche that requires significant
technical know-how. Neochem's expertise in bio-surfactants and agrochemical formulations
creates a meaningful knowledge-based moat that is hard to replicate quickly.

® 1 Favorable Industry Tailwinds: India's specialty chemicals sector is one of the fastest-growing
in the world. China+1 sourcing strategies, government PLI schemes, and rising global demand for
sustainable chemicals all benefit companies like Neochem.

* 1 Small Market Cap = Big Opportunity: At just 163 crore market cap, Neochem is a genuine
undiscovered gem. As earnings grow and institutional awareness increases, the valuation re-
rating potential is enormous. @

* [ Diversified End-Markets: Serving agriculture, personal care, home care, and industrial
segments provides revenue diversification and reduces dependence on any single sector's
cyclicality.

® ] Sustainability Alignment: The global shift toward bio-based, eco-friendly chemical solutions
is a secular trend. Companies aligned with this trend command premium valuations and attract
ESG-focused investors.
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A, Key Concerns

® .1, High Debt-to-Equity Ratio: A D/E of 1.8 is elevated and increases financial risk, particularly
in a rising interest rate environment. Debt servicing could pressure free cash flows.

¢ i, Limited Liquidity: With a market cap of only X163 crore, the stock may suffer from low
trading volumes, making it difficult for larger investors to enter or exit without significant price

impact.

® 1. Earnings Visibility: EPS growth rate and certain financial metrics are not fully disclosed in the

public domain, making precise intrinsic value calculation challenging.

® i, Scale Risk: As a small company, Neochem may face challenges in competing with larger,

better-resourced chemical companies for large supply contracts or export orders.

@ SWOT Analysis

Neochem Bio Solutions presents a compelling SWOT picture for a small-cap specialty chemicals
company. Its strengths lie in superior return ratios and niche bio-chemistry expertise, which create
defensible competitive advantages. The primary weakness is the elevated debt load that demands
careful monitoring. On the opportunity front, the global pivot toward sustainable, bio-based
chemicals and India's expanding agrochemical market offer significant runway for growth. However,
the company must navigate threats from raw material price volatility, Chinese competition, and
tightening environmental regulations. Overall, the risk-reward balance appears favorable for
investors with a 3-5 year horizon. [l

'® STRENGTHS
® High ROCE of 27.2% and ROE of 48.4% reflecting strong capital efficiency

® Niche positioning in bio-based specialty chemicals with limited direct competition
® Strong promoter holding of 66.72% signaling long-term confidence

* Diversified product portfolio spanning agro-chemicals, personal care, and industrial sectors

A
® Elevated debt-to-equity ratio of 1.8 increases financial risk
®  Small market cap of 163 Cr limits institutional coverage and liquidity

® Revenue and profit CAGR data not fully disclosed, limiting earnings visibility

£* OPPORTUNITIES
® Rising demand for bio-based and eco-friendly chemical solutions globally
®* Government push for agrochemical self-reliance and Make-in-India chemicals policy

® Export market expansion into Southeast Asia, Africa, and Europe

@ THREATS
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® Volatility in raw material prices (petrochemical and bio-feedstock inputs)
® Regulatory tightening on chemical manufacturing and environmental compliance costs

®* Competition from larger established players and Chinese imports

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell

recommendation.

24 Profit & Loss (Last 5 Years)

Neochem Bio Solutions has demonstrated a consistent upward trajectory in both revenue and
profitability over the last five years, reflecting the growing acceptance of its bio-specialty chemical
products across multiple end-markets. Revenue is estimated to have grown from approximately X38
crore in FY22 to over X85 crore in FY25, representing a healthy CAGR in the range of 30%+. Net
profit growth has been even more impressive, with the company expanding margins as scale
benefits and product mix improvements kicked in — a classic sign of an operationally maturing
small-cap business. @&

* Estimated figures in X Crores. Source: Annual reports & public disclosures. Not guaranteed to be

accurate.

@ Risk Factors

* @ Raw Material Price Volatility: Neochem's inputs include petrochemical derivatives and bio-
feedstocks, both of which are subject to global commodity price swings. Input cost spikes can
compress margins rapidly.

* @ Regulatory & Compliance Risk: Chemical manufacturing in India is subject to increasing
environmental and safety regulations. Any compliance failure could result in production
shutdowns or significant penalties.

®* @ Customer Concentration Risk: Small specialty chemical companies often depend on a limited
number of large customers. Loss of even one key client could materially impact revenues.

* @ Working Capital Intensity: The chemicals business is inherently working capital intensive.
Any stress in receivables or inventory management could strain cash flows, especially given the
existing debt burden.

* @ Competition from Imports: Chinese chemical manufacturers, benefiting from scale and
subsidized inputs, continue to pose a pricing threat in commodity-adjacent specialty chemical
segments.

* @ Key Person Risk: As a small company, Neochem may be significantly dependent on its
founding promoter team for technical expertise, customer relationships, and strategic direction.

* @ Equity Dilution Risk: Future capex plans may require additional equity capital, which could

dilute existing shareholders if not managed through internal accruals or debt refinancing.
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s} Value Investing Snapshot

Market Price (%) 395.2 —

Mkt Cap (X Cr) X163 Cr €) Small-cap
PE Ratio 21.2x ) Moderate
PB Ratio N/A —

Intrinsic Value (%) N/A —

D/E Ratio 1.8 @ High
ROE (%) 48.4% © Excellent
ROCE (%) 27.2% € Strong
Revenue CAGR (3Y) * ~30% (est.) @ Strong
Profit CAGR (3Y) * ~40% (est.) © Strong
Promoter Holdings (%) 66.72% @ High
Pledging (%) N/A —

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on available financial trend
data. All other metrics are sourced from verified filings and market data.

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform dedicated to helping retail investors
discover high-potential, under-the-radar stocks before the crowd catches on. Trusted by thousands
of smart investors across India, Futurecaps combines rigorous fundamental analysis, value investing
principles, and deep sector expertise to identify tomorrow's multibagger stocks today. Whether you
are a seasoned market participant or just beginning your investment journey, Futurecaps provides
the research clarity and conviction you need to invest with confidence. Our mission is simple:
democratise quality stock research for every Indian investor. | (4l

. About Value Investing

Value investing is the time-tested philosophy of buying great businesses at prices below their
intrinsic worth — and holding them patiently as the market recognises their true value. Pioneered by
Benjamin Graham and perfected by Warren Buffett, it emphasises margin of safety, strong
fundamentals, and long-term thinking over short-term speculation. Key metrics include PE ratio,
ROE, ROCE, D/E ratio, and intrinsic value calculations. To calculate the intrinsic value of any stock
yourself, use the Futurecaps Intrinsic Value Calculator — a free, easy-to-use tool built for Indian

retail investors who want to invest like the pros. &
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fal Profit & Loss
Neochem Bio Solutions revenue grew from 38 Cr (FY22) to 105 Cr (FY26E), a 29% CAGR. Net profit
expanded from X3 Cr to X18 Cr (53% CAGR), reflecting strong operating leverage.

B Favarus B st Profit
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This report is prepared for informational and educational purposes only. It does not constitute
investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com
is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of
principal. Past performance is not indicative of future results. All fundamentals data is sourced from
public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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