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Gem Aromatics Ltd

Gem Aromatics Limited presents a compelling investment opportunity in

India's rapidly expanding specialty chemicals sector. The company is well-

positioned to benefit from the structural shift towards natural ingredients,

growing export opportunities, and expanding domestic demand. With its

established market positions in key essential oils segments and strong

financial fundamentals, the stock offers attractive long-term value creation

potential despite near-term volatility. The company's strategic focus on

forward integration, R&D capabilities, and geographic diversification should

support sustainable growth over the investment horizon.

Company Overview

• Gem Aromatics Limited is an established manufacturer of specialty

ingredients, including essential oils, aroma chemicals and value-added

derivatives in India, with over two decades of operational track record. The

company offers a diversified portfolio of 70 products across four main

categories: mint and mint derivatives, clove and clove derivatives, phenol, and

other synthetic and natural ingredients. The company serves diversified

applications in oral care, cosmetics, nutraceuticals, pharmaceuticals, and

personal care sectors.

• Dominates key essential oil segments in India, leading in mint, clove,

eucalyptus oil processing, as well as derivatives such as DMO and eugenol.

• Gem Aromatics holds leading volume shares in several segments within India:

DMO (12%), Eugenol (65%), Eucalyptus Oil (58%), Clove Oil (28%), and

Peppermint oil (3%).

• Major supplier for marquee customers including Colgate-Palmolive, Dabur,

Patanjali, dōTERRA, SH Kelkar, and various global F&F houses.

• Export-driven business with international footprint across Americas, Asia, and

Europe, and a validated supply agreement with dōTERRA, further supporting

global sales growth.

Market Position and Leadership

• The company is among few suppliers with integrated value chains and

substantial R&D capabilities, delivering advanced process chemistries

(Grignard, Friedel-Crafts, green methylation) and leveraging automation for

efficiency.

• Strategic manufacturing presence in UP, Maharashtra, Gujarat (Dahej), and

Silvassa, providing access to raw material belts as well as export

infrastructure.

• One of the largest Indian exporters of specialty chemicals and essential oils,

with a growing share in global supply to leading MNCs and F&F formulators.

Financial Information

Particulars (INR Mn) FY25 FY24 FY23
Revenue 5,056 4,542 4,251

Growth (% YoY) 11% 7%

EBITDA 885 784 661.9

Margins 17% 17% 16%

PAT 534 501 446.7

Margins 11% 11% 11%

Debt 2,224 1,111 894

Well positioned to drive sustainable growth
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Industry Analysis and Market Opportunity

Global Flavours and Fragrances Market by Geography - 2025E (USD 41 bn)

The global flavours and fragrances market was valued at USD 40.9 bn in 2025E and is expected to reach USD 57.1 bn by 2030F,

growing at a CAGR of 6.9%. Americas leads the market with 31% share, followed by Asia at 27% and Europe at 26%.

Indian Essential Oils Market Growth

India Essential Oils Market Growth Trajectory (2019-2030F).

The Indian essential oils market is experiencing robust growth, with multiple research reports projecting strong expansion:

• Market valued at USD 159 mn in 2025E, expected to reach USD 208 mn by 2030E.

• Alternative projections suggest even higher growth, with some estimates reaching USD 297 mn by 2030E.

• CAGR projections range from 5.5% to 8.16% depending on the research methodology.

Indian Market Dynamics

• Aroma chemicals and essential oils see higher uptake in India due to incense stick applications.

• Essential oils growth expected at 8.8% CAGR (highest among segments).

• Entry barriers include significant R&D investment, quality certifications, and customer relationships.

• China+1 strategy benefiting Indian manufacturers.
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Product
Global 
Market

India 
Market

India 
Production

India % of 
Global

Gem 
Aromatics 
Production

Gem 
Market 
Share 
(India)

Peppermint Oil 796 546 597 75% 21 3%

Menthol 970 294 304 31% 12.8 5%

Dementholized Mint Oil 166 56 131 79% 19.13 12%

Clove Oil 113 21 20 18% 5.5 28%

Eugenol 104 13 9 9% 5.2 65%

Eucalyptus Oil 144 17 5 3% 1.8 58%

Anethole 195 23 15 8% 1.6 16%

MEHQ 149 41 82 55% NA NA

Guaiacol 333 42 42 13% NA NA

4-Methoxy Acetophenone 45 5.1 10 22% NA NA

Cooling Agents 248 1.5 NA NA NA NA

Indian Market Dynamics

• Aroma chemicals and essential oils see higher uptake in India due to incense stick applications.

• Essential oils growth expected at 8.8% CAGR (highest among segments).

• Entry barriers include significant R&D investment, quality certifications, and customer relationships.

• China+1 strategy benefiting Indian manufacturers.

Market Size and Company Position (USD mn, 2025)

Competitive Analysis in Indian Market

Company
EBITDA 
Margin %

PAT 
Margin % ROE %

Revenue 
Growth %

Gem Aromatics Ltd. 17.6 10.6 18.8 11.4

Clean Science Ltd. 40.1 26.3 18.7 22.1

Privi Specialty Chem. 21.6 8.7 16.7 19.9

Camlin Fine Sciences 11.9 -9.4 -17.5 3.3

Yasho Industries 16.4 0.9 1.5 12.6

SH Kelkar 11.1 3.4 5.7 10

Oriental Aromatics 10.1 3.7 5.2 11
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Industry Trends and Growth Drivers (Global)

• Increasing demand for natural, ecosystem-friendly, and sustainable ingredients is shaping specialty chemical adoption

globally and in India.

• Strategic importance of backward and forward integration in product chains to optimize cost, quality, and customization is

significant.

• Rising exports demand from global FMCG and pharmaceutical industries seeking supply chain diversification (China+1

strategy) supports India’s specialty chemical sector expansion.

• Growth in end markets such as oral care, personal care, food & beverage, wellness, and pharmaceuticals backs demand stability

and growth for company product categories.

• Industry consolidation is evident globally in formulated flavors and fragrances, with few firms holding >60% market share,

while Indian firms dominate aroma chemicals and essential oils segments due to local raw material access.

Market Drivers (Global)

The growth is driven by several structural factors:

• Rising demand from wellness, cosmetics, and personal care industries.

• Increasing consumer preference for natural and organic products.

• Growing applications in aromatherapy and pharmaceutical sectors.

• Expanding export opportunities as global supply chains diversify from China.

• Government support for herbal and medicinal plant cultivation.

Consumer Market Drivers for End-User Industries

• The global FMCG and personal care sector, important downstream markets for Aromatics, show resilient growth with the

global beauty and personal care market expected to reach USD 791 bn by 2030, growing at a 3.6% CAGR.

• India's FMCG sector, valued at USD 1.9 tn in 2025, is growing at a 6.5%-7.0% CAGR, led by food, beverage, personal care,

and wellness segments that underpin aroma chemical consumption.

• Rising consumer preference for natural and sustainable ingredients in food, personal care, and wellness products is fueling

demand for essential oils and aroma chemicals worldwide and within India.

• The Indian flavors and fragrances (F&F) market is estimated at USD 2.7 bn in 2025, anticipated to grow to USD 4.1 bn by

2030 at 8.5% CAGR, outpacing global F&F market growth.

Competitive Landscape Analysis
Global Competition

The formulated flavours and fragrances segment is dominated by global players:

• Top 4 players (Firmenich SA, Givaudan, Symrise AG, IFF) control 60%+ market share.

• Remaining 40% fragmented among local and regional players.

• Gem Aromatics supplies to all major global F&F houses.
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Company Overview:

Gem Aromatics Limited is an established manufacturer of specialty ingredients in India, with over two decades of

operational experience. The company offers a diversified portfolio of approximately 70 products spanning four main

categories: mint and mint derivatives, clove and clove derivatives, phenol-based compounds, and other synthetic and

natural ingredients. Serving a broad range of high-growth sectors including oral care, cosmetics, nutraceuticals,

pharmaceuticals, and personal care, Gem Aromatics has built a strong presence through its leadership in key essential oils

such as Dementholized Mint Oil (DMO), Eugenol, eucalyptus, and clove oils. Its strategic manufacturing facilities are

located near raw material sources and export hubs, reinforcing its operational efficiency and global competitiveness. The

company’s robust R&D capabilities, forward and backward integration in product chains, and longstanding relationships

with marquee customers both domestically and internationally position it as a prominent player in the specialty chemicals

and aroma ingredients industry.

Gem Aromatics Revenue Breakdown by Product Categories - FY2025

Gem Aromatics maintains strategic positions across multiple high-growth product categories, with particularly strong market shares

in specialized derivatives like Eugenol (65% in India) and Eucalyptus Oil (58% in India).

Mint and mint derivatives dominate the revenue mix at 70%, followed by clove and clove derivatives at 19%. This diversified

portfolio reduces dependency on any single product category while leveraging the company's core competencies in essential oils

processing.
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Product Categories Analysis

Mint and Mint Derivatives (69% of revenue)

• Global peppermint oil market: USD 796 mn (2025).

• India accounts for 75% of global supply.

• Gem's production value: USD 21.0 mn in FY25.

• Forward integration capabilities into menthol and cooling

agents.

Clove and Clove Derivatives (19% of revenue)

• Global clove oil market: USD 113 mn (2025).

• Strong positioning in eugenol production with 65% India

market share.

• Raw material sourcing from Madagascar and Indonesia.

Emerging Categories

• Phenol-based products showing growth with new capacity additions.

• Citral chemistry under development at Dahej facility.

• Cooling agents capacity of 500 MT planned.

Gem Aromatics is among India's largest procurers of piperita oil and processors of key essential oils, positioning it as one of the

prominent manufacturers in the specialty ingredients sector.
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Product Category Key Products End-use Industries

Mint and Mint Derivatives
Peppermint oil, Menthol, 
Dementholized Mint Oil

Oral care, cosmetics, 
nutraceuticals, 
pharmaceuticals, wellness

Clove and Clove Derivatives Clove oil, Eugenol
Oral care, personal care, 
pharmaceuticals

Phenol Derivatives
Anethole, MEHQ, Guaiacol, 4-
Methoxy Acetophenone

Cosmetics, pharmaceuticals, 
polymers

Other Synthetic / Natural Eucalyptus oil, Cooling agents
Personal care, food & 
beverages, pharmaceuticals

Gem Aromatics manufactures ~70 products across four strategic categories

Company Financials

Profit & Loss Statement (INR, Mn) FY20 FY21 FY22 FY23 FY24 FY25

Revenue 2,501       3,059 3,374 4,184 4,525 5,040

EBITDA 294           309 569 662 784 885

EBITDA Margin % 11.8 10.1 16.9 15.8 17.3 17.6

PAT 178           232 397 447 501 533

PAT Margin % 7.1 7.6 11.8 10.7 11.1 10.6

EPS 103           130 222 50 11 11

ROE % 23 31 27 25 22 19

PE (x) 2.7 2.1 1.2 5.5 25.7 24.1

ROCE % 30 25 36 23 21 16

Net Debt to Total Equity 0.4 0.4 0.8

Source: Company, Arihant Capital Research
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Investment Thesis

Market Leadership And Structural Tailwinds

The company enjoys dominant market positions in niche, high-barrier segments such as mint-derived products and essential oils,

which provide a robust competitive moat. It benefits from favorable structural tailwinds, including the growing global and domestic

shift toward natural and sustainable ingredients as well as the ongoing diversification of global supply chains away from China.

Growth outlook underpinned by expanding manufacturing footprint

Gem Aromatics has demonstrated consistent execution and quality, reflected in a solid track record of financial and operational

performance. The company’s growth runway is attractive, propelled by multiple opportunities to scale existing product lines and

enter new ones, alongside geographic expansion in export markets.

• Dahej facility ramp-up: New capacity additions in phenol and citral products.

• Export growth: Expanding international presence and customer base.

• Product launches: New derivatives and cooling agents production.

• Margin expansion: Operating leverage from capacity utilization improvements.

Growth Drivers

• Capex Focus: INR 1,051 mn spent in FY25 on expanding capacities at Dahej (citral chemistry, cooling agents) and existing

plants. Robust capex program aims to expand multipurpose manufacturing; major investments in Dahej for citral chemistry and

cooling agents (500 MT planned capacity). Clean technology adoption for anisole production (7,000 MT capacity).

• Product Innovation: Development of complex chemistries (Grignard, Friedel-Crafts, methylation reactions) and

forward/backward vertical integration to increase margins and customization.

• Geographical Expansion: Export presence in Americas, Asia, Australia, and Europe, coupled with plans for warehousing

enhancements globally.

• Digital and Process Efficiency: SAP-based integrated systems for inventory and order management; continuing automation to

reduce errors and costs.

• Customer Intimacy: Strong focus on customization, product consistency, and supply reliability to maintain high repeat business

and long-term client relationships.

Competitive Advantages

• Geographic positioning: Facilities strategically located near raw material sources and ports.

• R&D capabilities: Focused R&D (13-scientist team) drives product innovation, backward integration (e.g., catalyst

manufacturing in-house), and development of effluent-free, green processes for core products like anisole and anethole.

• Sustainability initiatives: (zero liquid discharge, eco-efficient processes) support compliance with global buyers’ requirements,

enhancing export competitiveness.

• Customer stickiness: High repeat client rate, long-term association with top customers and supply contracts, including

minimum quantity arrangements. Established customer base with 20+ year relationships.

• Forward integration: Developing capabilities across the value chain.

• Geographic diversification: Strong presence in export markets (USA, China, Brazil, SE Asia, EU), with intention to scale

warehousing in Americas, Asia, and Australia

Manufacturing and Operational Excellence

• Three facilities: Budaun (3,800 MTPA, located in mint belt), Silvassa (1,500 MTPA, close to port), and Dahej (46 MTPA

phenol-based, scalable).

• Technology: DCS automation, high-pressure reactors, vapor phase continuous reactions, and high vacuum distillation.

• Capacity Utilization: Ranges from ~38% to 80% by product and facility; planned expansions to optimize fixed cost absorption.

• Sustainability: Zero liquid discharge units, effluent-free green vapor-phase anisole production, and other eco-friendly processes.

Risks and Considerations

• Raw material volatility: Company depends on natural resources (mint, clove, eucalyptus) and imports for ~38% of raw

materials; adverse crop cycles or price spikes may affect margins.

• Seasonality: Sales skewed toward H2 each year due to raw material harvest cycles and global demand seasonality.

• Working capital: Lengthening cycles seen in FY25; continued discipline needed to support growth without significant leverage

risk.

• Competitive intensity: Segment is fragmented with both integrated and single-product firms; entry barriers exist but require

ongoing investment in R&D, quality, and certifications.

• Supply chain resilience: Global export growth exposes company to logistics challenges, FX, and regulatory shifts in target

markets.
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Outlook

Gem Aromatics Ltd. demonstrates strong growth potential through its dominant presence in key essential oil segments and a well-

diversified customer base spanning domestic and international markets. The company’s consistent investments in capacity

expansion and innovation position it well to capitalize on the secular growth trends within India’s specialty chemicals industry.

Leveraging India’s rising role as a global export hub, combined with increasing global demand for natural and sustainable aroma

chemicals, Gem Aromatics is strategically placed to benefit from these structural tailwinds. Its integrated manufacturing model,

proactive R&D focus, and diversified geographic footprint underpin its ability to deliver steady financial improvement, with

moderate but improving margins and scalable capital expenditure supporting long-term profitability.

While near-term challenges such as raw material price volatility, extended working capital cycles, and competitive intensity present

headwinds, these risks are mitigated by the company’s strong operational capabilities and evolving sector dynamics. The company’s

forward and backward integration strategies enhance supply chain control and cost efficiencies, while sustainability initiatives align

with growing global environmental expectations, strengthening its export competitiveness. Gem Aromatics’ robust customer

relationships, high repeat business rate, and expanding international presence further de-risk its business model, offering resilience

against market fluctuations and regulatory changes in export destinations.

Overall, Gem Aromatics stands out as a compelling mid-cap investment opportunity in India’s specialty chemicals and aroma

ingredients sector. Its strategic focus on high-value derivatives, geographic expansion, and operational excellence aligns well with

the global shift towards natural ingredients and the broader “China+1” supply diversification trend. Despite potential short-term

volatility, the company’s long-term fundamentals remain strong, with attractive risk-adjusted returns anticipated for investors with a

2-3 year horizon. The company’s reasonable valuation relative to its growth prospects, combined with its operational strengths,

make it a preferred partner and a promising equity investment in this evolving industry landscape.
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