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Company Overview

● Set up in 1988, Balaji Amines Limited (Balaji) is one of India’s leading manufacturers of Specialty and Fine 

Chemicals with a specialization in manufacturing Methylamines, Ethylamines, Derivatives of Specialty 

Chemicals and Pharma Excipients

● BAL’s primary operations are carried out from the facility in Tamalwadi Village, near Solapur in Maharashtra. 

This is apart from a new greenfield project in Solapur that began operations in FY20.

● Their long-term issuer rating has Long-Term Issuer Rating has been upgraded to ‘IND AA’ from ‘IND AA-’ by 

India Ratings and Research, which is significant for a firm of this size.

● BAL has followed the below-mentioned strategy in identifying and manufacturing chemicals:

○ Choosing products that are being imported by India for development.

○ Developing indigenous technology to develop and manufacture these products. 

○ Re-engineering designs and processes to make products cost-effective for our customers. 

● Its primary moat is its international export quality designation, and its position as the only Indian firm with the 

indigenous technology to produce Amines and being sole producer of some specialty chemicals.

.



Company Overview

Currently, they are the only player in 
India to manufacture:

○ Morpholine
○ Dimethylformamide (DMF)
○ N-Ethyl-2-Pyrrolidone (NEP)
○ N-Methyl-Pyrrolidone (NMP)
○ Pharmapure Povidone
○ Pharmapure Povidone (PVP 

K30 &
PVP K25)

○ Gamma Butyrolactone (GBL)

And they are among the only two 
Indian producers of the following 
products:

○ Methyl amines
○ Ethyl amines
○ Di-Methyl Acetamide 

(DMAC)

Also, they are the largest Indian 
producer of the following products:

○ Methylamines
○ Ethylamines
○ Di-Methyl Acetamide (DMAC)
○ Di-Methyl Amine Hydrochloride

(DMA HCL)
○ Dimethylformamide (DMF)



Ownership Structure 



Business Model



Business Model 

● BAL produces a wide portfolio of specialty chemicals which feed several 
high-growth industries, primarily pharmaceuticals, textiles, and other 
product-specific requirements.

● Ammonia, methanol and denatured ethyl alcohol are the key raw materials used to 
manufacture Aliphatic Amines. 

● Methanol and a few other key inputs are primarily imported from Middle East 
countries like Iran and Saudi Arabia. 

● 17.28% of the raw materials are sourced from small producers and MSMEs. 
● 2.76% of the raw materials are sourced from nearby districts.
● Manufactured chemicals are then supplied to the wide range of clients.



Product Portfolio



Production



Global presence



Clientele



Revenue segmentation

Segment Revenue FY22:

● Amines & Speciality Chemicals - 2,417.8 Crs
● Hotel Division - 16.20 Crs
● CFL Lamps - 0.71. Crs

(Including Inter-segment revenue of 114.36 Crs)

● 19.37% of the Total Revenue for FY22 i.e. Rs. 373.83 
Crore is generated from exports spanning across 
continents.



Management Analysis

● Mr. A. Prathap Reddy is the Founder and Chairman of BAL. He is a civil engineer by qualification, 
He founded BAL in 1988 for the manufacture of Methyl Amines and Ethyl Amines. He is also one of 
the five whole-time directors of BAL.

● Mr. N. Rajeshwar Reddy is the Joint M.D and joined the team of directors in 1988. He holds a 
Bachelor’s degree in Commerce. He was initially appointed as an Executive Director in Balaji 
Cement Pvt Ltd. for the implementation of a project, which he successfully completed. Today, he 
oversees the routine operations of the Solapur plant.

● The other three whole-time directors are also members of the undivided family. There are also five 
Independent Directors on the board of the firm.

● The average tenure of the Board members is approximately 12.8 years, which is a healthy number 
for a family-run firm.



Management Analysis

● Management compensation has been consistent with earnings growth. 

● The CEO compensation increased by over 20% in FY 21. However, this is coupled with a five-year 

average earnings growth of 39.5%.

● The Executive chairman’s annual compensation is approx. 23 times higher than the annual 

compensation of the median employee, which is a healthy number for a family enterprise.

● The average tenure of the management is 6.2 years, indicating high experience which is critical in 

the chemical industry.

● The total number of employees, which was consistent at 770 till March 2018, has increased to 

1100 by March 2022

● The most precipitous increase took place from 818 to 1100 from June 2021 to March 2022.



Management Remuneration

● Family remuneration has remained constant at approx. 11% of PBT.

● Despite the negative effects of Covid19 on profit, family remuneration remained 

consistent.



Management Case Studies

● In FY22, an untoward incident in the DMF plant meant it had to be shut down. The 

management undertook a process improvement exercise, which resulted in a capacity 

increase from around 50 TPD to 75 TPD. 

● In the Q2 of FY22, an unprecedented increase in acetic acid prices was utilized to implement 

a long pending project of debottlenecking the Acetonitrile plant from 9 TPD to 12 TPD. 

● A new Acetonitrile plant (with a capacity of 50 TPD) under BAL’s expansion plan aims to 

undertake production through a new technology, which will address the adverse impact of 

higher prices of acetic acid as seen above.



Subsidiaries

● BAL owns 55% of Balaji Specialty Chemicals Ltd., its only subsidiary.

● BSCL is under expansion with a capex of INR 200 Cr., 60% funded by debt and 40% 

from internal accruals. It entails a new Greenfield project in Solapur, Maharashtra.

● Management expects annual revenue at Peak Utilization of INR 350-400 Cr.

● Post expansion, BSCL will produce products such as Ethylene Diamine, Piperazine, 

Aminoethylpiperazine (AEP) and Diethylenetriamine.

● The plant commenced commercial operations and contribute to revenue from FY20. 



BSCL Pre-IPO Shareholding



Industry Overview
● The specialty chemicals(defined in terms of their end-use applications) 

industry in India is about 22% of the overall chemicals and petrochemicals 

market,valued at $32 billion, and it is expected grow at a CAGR of 12.4% 

to each 64 billion $. 

● Such a growth is attributable to rise in demand from end

User industries, favourable policies and geopolitical

changes .

● Balaji Amines works in the segment of Aliphatic Amines, the size of which 

is $4.1 billion globally. The nature of the market is oligopolistic with 

two-three producers catering to the majority of demand in any region. 



Industry Overview (cont)

● The top 6 companies have 50% of the world’s capacity. China is the largest consumer and producer 

of aliphatic amines accounting for 60% of the global production. 

● Globally, ~61% of aliphatic amines and amine based chemicals get consumed in the pharmaceutical 

sector, 26% in the agrochemicals industry and the rest finds application in other industries. In terms 

of the usage, Aliphatic Amines and derivatives have application as solvents (44%), followed by 

pesticides (15%) and animal/poultry feed additives (8%).



Demand

There is a very strong correlation between the growth of the Amines industry and end user industries.

There are several positive factors in this context:

● Production Linked Incentives by the Centre and State governments to boost specialty chemicals, 

pharmaceutical and agrochemical industries.

● Due to China+1, countries importing from China are looking for Indian alternatives.

● Due to stringent environmental norms in the West, MNCs depended on India and China as 

manufacturing hubs, apart from benefiting from low cost and skilled manpower supply. However, 

recent pollution control regulations in China have put Indian chemical manufacturers in an 

advantageous position.

● Being the first Indian firm producing the Dimethyl Carbonate (DMC) used in Lithium batteries, and 

the EV market booming at a rapid pace, there is a huge new market waiting.



Supply

● Balaji  has enjoyed healthy business relations with all its vendors for decades.

● Due to High payables period, the net working capital cycle remained at 121 days in FY22.

● Inventory Days is decreasing, a good sign. 

● Ammonia, methanol and denatured ethyl alcohol are the key raw materials used to manufacture 

Aliphatic Amines. Methanol is primarily imported from Middle East countries like Iran and Saudi 

Arabia. 

● Balaji has substantial capex plans (300-350 crore) which will be initiated over FY23 and FY24 

adding several plants with huge capacities.



Porter’s 5 forces

A) Threat of Entry

● High level of R&D, high fixed costs( with fixed asset turns in the range of 1.5- 2x), environmental clearances and 

regulatory compliances are huge entry barriers. They also make the industry increasingly unviable for smaller firms.

● For half a dozen products, Balaji is the only manufacturer in india. It is also the largest Indian producer of many amine 

products. It has always focused on developing products that are import-substitutes, creating domestic markets that did 

not exist hitherto. Thus, it has enjoyed the first mover advantage.

● As Aliphatic Amines have huge handling risk and it is difficult to transport them, end-user industries prefer local 

suppliers, reducing risk of imports.



Porter’s 5 Forces
B)  Threat of Substitutes

● Produces Non-substitutable products, which are used as core raw materials in end-user industries like 
pharmachemicals and agrochemicals.

● With regards to the specialty chemical subsidiary of Balaji, however, several mature products in the specialty 
chemicals sector have already been commoditized or are at risk of the same. Thus, there is a need to focus 
on niche applications. 

C)  Bargaining power of Buyers

● As it is mainly B2B buyers have significant bargaining power. Many of the buyers operate in the pharma and 
the agrochemical industries, which are dominated by few big players. 

● As Balaji’s products are primarily bought in bulk under contracts, it has less control over its prices. 



D) Bargaining Power of Suppliers

The Company imports a big chunk of its major raw material in bulk quantities against spot prices or annual 

contracts with the suppliers.

A spike in input costs (many of which are crude oil/gas derivatives) can dampen profitability.

Balaji aims to increase the share of its domestic suppliers to reduce risks associated with foreign 

exchange rates and global economic turbulence. 

Porter’s 5 Forces



E) Industry Rivalry

● In India, there are few scaled up companies in especially chemicals. Aarti, Kumar Organic, Pidilite, 

PI Industries, Rallis, Sharda Cropchem, Synthite and Vivimed Labs are some of the players that 

have demonstrated consistent growth rates and profitability in their segments.

● As previously discussed, aliphatic amine market is controlled by handful corporations. Few Indian 

firms have the scaling, innovation and product differentiation capabilities to match these global 

giants. Balaji is the largest Indian player.

● Avendus Report on Specialty Chemicals anticipates increase in M&A in the sector. 

Porter’s 5 Forces



SWOT Analysis 

Strengths 

● Imports uncompetitive in the aliphatic amines segment 

● Dimethyl Carbonate which is a complete import substitute will be added into the product portfolio of 

Balaji Amines in the next financial year. 

● Time in setting up chemical plants with a capacity of 50mt has reduced from 2 years to now 6 

months 

● largest installed capacity of Ethyl Amines in India at 22,500 metric tonnes per annum

● a stable and diverse blue-chip customer base (Sun Pharmaceuticals , Dr. Reddy’s , Hindustan 

Petroleum) 



Weaknesses 

● The Company imports its major raw material and hence there is a commodity price risk. 

● Business very sensitive to government regulations (environmental factors)

● A lot of time required to realize revenue from products 

● High cost and logistical challenges of transporting amines

SWOT Analysis 



Opportunities 

● There is room to increase import substitution and enormous possibilities for end user industry growth.

● According to Technavio's projections, the Asia-Pacific (APAC) amines market would expand by USD$ 4.69 

billion between 2021 and 2026, progressing at a CAGR of 9.58%.

● The Chinese govt. clamping down on polluting industries has prompted Indian pharma and agro companies to 

depend on domestic suppliers for raw materials 

● New project capex undertaken to add new products and further drive growth 

● Methyl Amines and derivatives, utilized by bulk drugs players, are expected to continue to see a surge in 

demand 

SWOT Analysis 



Threats 

Competition from low-cost imported products - amines industry in India faces tough competition from 
low-cost imported products, especially from countries like China and Southeast Asia, which have a cost 
advantage due to lower production costs.

Stringent regulations and environmental concerns - subject to strict regulations regarding the handling 
and disposal of hazardous chemicals

Lack of technological advancements and R&D -  limited investment in research and development and 
lacks access to the latest technologies

Dependence on raw material imports - amines industry in India is heavily dependent on the import of 
key raw materials

Fluctuations in demand and prices -  demand for amines products is subject to fluctuations in various 
end-use industries, such as agriculture, pharmaceuticals, and water treatment, which can lead to unstable 
prices

-

SWOT Analysis 



MOAT 

MONOPOLY: Sole manufacturer in 60% of their products in India

TECHNOLOGICAL ADVANTAGE: Produces Amines using homegrown technology

COST OPERATING EFFICIENCY: Company is seeing better operational leverage, increase in volume 
offtake.

SWITCHING COSTS: As it has created domestic markets for several products, enjoyed the dominant 
player position in several others, there are high switching costs.

NETWORK EFFECT: High interoperability due to a wide usage of its products across segments.

ENTRY BARRIER: As previously discussed, there are entry barriers due to R&D, regulations etc



Income Statement



Income Statement Analysis 
- Revenue and COGS have increased in equal proportion 

- Continuous increase in EBITDA and Operating Margins barring FY20 due to covid shock and 

price volatility of raw materials. FY21 saw tremendous sales and operating profit growth due to 

pent up demand and increasing operating leverage 

- Degrowth in the pharmaceutical and API industries was the main cause of the operating margin 

decline.







Balance Sheet



Balance Sheet Analysis

● Trade Receivables have increased consistently over the four financial years.

● Borrowings have seen a decline after the completion of the Greenfield Project in Solapur in 

FY20.

● In particular, short-term borrowings have declined by approx. 44.3% from FY21 to FY22.

● Reserves and Surplus have also increased consistently indicating a more prudent approach 

but also corresponds to low dividend payout ratio that the firm has experienced.

● Cash and Cash equivalents have been relatively stable despite the downward trend seen 

before 2022. In FY22 an uptick in the same has been observed.



Balance Sheet Checklist



Cash Flow Statement

● Free Cash Flow has been erratic due primarily to high investment outflow.
● Cash Flow from Operating Activities has increased consistently over the period and has 

doubled from 2020-21 to 2021-22.



Cash Flow Statement Analysis



Cash Flow Statement Checklist



Ratios









Ratio Analysis

● High ROE and ROCE% and increasing trend in returns to assets. 

● BVPS has increased substantially. 

● Earnings per share has risen consistently at a high rate.

● Due to almost zero debt, the firm has a very healthy debt-equity ratio and interest coverage ratio.

● Due to High payables period, the net working capital cycle remained at 121 days in FY22. 

● Inventory Days is decreasing, a good sign. 

● Low Asset Turnover ratio(~1). From conference call transcripts, the Balaji Specialty Chemicals Ltd is 

operating at a 56% capacity utilization, which the management wants to increase in the upcoming 

year.

● Valuation metrics are increasing. However, they seem to be undervalued as compared to their peers





DCF























Investment Thesis 
● Rating: Buy
● ROCE and ROE have been consistently improving and have been above 20% 

over the past 5 years indicating good capital allocation.
● The debt is close to 0, indicating good financial health and credit score.
● The company is undertaking significant Capex and expanding its capacity and 

efficiency. (Greenfield project)
● The subsidiary Balaji Specialty Chemicals is soon going for IPO.
● The company is the sole/largest Indian seller of many amine products, and 

enjoys a dominant market share, giving it competitive advantage.
● Company is currently trading at lower multiples than its peers.


