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Companion to the Nitta Gelatin India investment report (68/100, Selective Positive). This piece grades the business against the
five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 1,668.40 (NSE close, October 7, 2026). Three pass, two partial.

Grades at a glance

Sunrise (collagen wave vs cyclical core) PARTIAL
Leadership PASS
Moat PARTIAL
Iron Fortress (balance sheet) PASS
Free Cash Flow PASS

Overall fit verdict: three pass, two partial. Nitta clears the engine's quality bar: a well-run niche franchise
with a fortress balance sheet and real cash generation, whose growth story (collagen peptides) is still
being built and whose core industry is cyclical rather than structural. Full investment report score: 68/100,
Selective Positive.
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Pillar 1: Sunrise, PARTIAL
GRADE: PARTIAL

The tailwind is real but split down the middle. On one side sits the genuine sunrise: collagen peptides and
nutraceutical-grade proteins, where Nitta's Wellnex franchise just doubled capacity with the June 2025
plant commissioning. The global collagen+gelatin market is roughly USD 6B (2025), growing about 7%
CAGR, and India's nutraceutical and pharma demand gives a domestic leg to the story. Pharma-grade
gelatin for capsule shells, where Nitta is India's sole supplier for blood plasma expanders, rides the same
regulatory-quality wave: as Indian pharma moves up the value chain, qualified gelatin demand follows.

On the other side sits the mature, cyclical chemical core: industrial and food-grade gelatin plus DCP,
where growth is GDP-linked and pricing is set by bone costs and Chinese import competition. The rating
agency's own long-term OPM expectation of 12-15%, against the 20-24% of the last three years, is the
market telling you this core does not compound like a sunrise industry.

The pillar tests the industry, not the company, and the industry is half sunrise, half cycle. The mix is shifting
toward the sunrise side (collagen peptide was 9% of FY24 sales and the capex is all pointed there), which
is the bull case. Today: PARTIAL.
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Pillar 2: Leadership, PASS
GRADE: PASS

Leadership here is a structure, not a founder: a Japanese industrial parent (Nitta Gelatin Inc, 42.96%) that
has supplied fifty years of technology and quality discipline, a state partner (KSIDC, 31.53%) that has
never sold, and professional management. MD Praveen Venkataramanan (from August 2024; cost
accountant, ISB alumnus, ex-CEO of Synthite's spices business) is an operator with adjacent-industry
DNA rather than a promoter heir. The "did they do what they said" test: the collagen peptide plant
commissioned in June 2025 and inaugurated in August 2025 as announced, and the withdrawn Rs 40 cr
rights issue (August 2023) showed a management that chose internal accruals and staged execution over
diluting shareholders.

Deductions, honestly stated: the state-JV DNA means the chairman is an IAS officer, not a business
owner; alignment runs through the Japanese parent, not the Indian C-suite. The recurring Kathikudam
environmental protests are partly a leadership-management problem, not just a regulatory one, and they
have not been resolved in fifty years of operations. None of these overturns the pass: five decades of
continuity, one clean capital-discipline call, one delivered expansion. PASS.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

This is the pillar where precision matters most. Nitta's moat claim rests on pharma-grade qualification
barriers, and the evidence is real: the EDQM Certificate of Suitability, the Kerala Drugs Controller
manufacturing license, the sole-domestic-supplier position in blood plasma expander gelatin, and fifty
years of Japanese process know-how that a new entrant cannot buy off the shelf. Pharma customers
qualify gelatin suppliers over years; switching is slow and expensive, which is the closest thing this
industry has to a moat.

But the moat covers only the premium grades. Industrial gelatin and DCP are commaodities where Chinese
imports compete on price. Ossein is an intermediate. The export channel runs partly through the parent,
which is an advantage and a dependence in the same package. India Gelatine & Chemicals, the single
listed domestic peer, operates at 14.8% margins with a third of the scale, which suggests the moat is real
but narrow: it buys premium pricing in the qualified grades, not pricing power across the portfolio.

If the collagen peptide ramp and the July 2027 gelatin expansion shift the mix decisively toward pharma
and nutraceutical grades, this pillar upgrades. Today: PARTIAL.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

The cleanest pillar in the set, with one asterisk. Total debt is roughly Rs 4.2 cr against a Rs 511 cr net
worth (D/E 0.01): effectively net-debt-free. Promoter pledging is 0.00% in every reported quarter, ever.
Equity capital is unchanged in five years (no dilution). CRISIL's A-/Stable reaffirmation and an unbroken
dividend record (Rs 7/share for FY26) complete the picture.

The asterisk: the fortress is mid-deployment. The Rs 155-250 cr capex program against a Rs 511 cr net
worth is the largest in company history, and it is being funded by internal accruals plus borrowings. The
fortress has not yet been stress-tested by a demand shortfall mid-cycle (the 2023 rights-issue review
showed what that looks like). As of today, the balance sheet is a fortress: PASS, with the capex cycle as
the monitored item.
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Pillar 5: Free Cash Flow, PASS
GRADE: PASS

The business generates real operating cash: FY26 operating cash flow of Rs 122.5 cr against PAT of Rs
97 cr (1.26x), and the business has been FCF-positive even in FY26, its heaviest capex year (finbox FCF
Rs 70.3 cr after Rs 182.4 cr of investing outflow). The dividend has been paid every year in the record
without interruption.

The watch item, stated plainly: the next two years of the Rs 155-250 cr capex cycle will keep free cash flow
thin even if operating cash stays strong. That is growth capex, not maintenance leakage, and it is funded
internally, so the pillar is not broken. But FY27-28 needs the collagen peptide plant to start converting its
doubled capacity into cash, not just revenue. PASS, with OCF/PAT and capex conversion as the
monitored metrics.
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Summary

e Pillar 1. Sunrise: PARTIAL, collagen peptide/nutraceutical wave is a real sunrise; core gelatin is a
mature cyclical chemical

e Pillar 2. Leadership: PASS, Japanese parent plus professional management; owned the
capital-discipline call and delivered the peptide plant; state-JV DNA and Kathikudam noted

e Pillar 3. Moat: PARTIAL, pharma-grade qualification barriers are real but narrow; commodity core
has no moat

e Pillar 4. Iron Fortress: PASS, net-debt-free, zero pledge ever, no dilution, dividend record; fortress
is mid-capex-deployment

e Pillar 5. Free Cash Flow: PASS, OCF 1.26x PAT, FCF-positive even in the heaviest capex year;
capex cycle is the watch item

Three of five pass. The engine's read: a well-run niche franchise with a fortress balance sheet and real
cash generation, whose growth story (collagen peptides) is still being built and whose core industry is
cyclical rather than structural. That matches the investment report's 68/100 Selective Positive: back the
franchise and the peptide ramp, size for the cycle, and watch the bone.

What changes the grade: Sunrise upgrades to pass if collagen peptides and pharma grades become the
clear majority of revenue with sustained growth; Moat upgrades if the peptide franchise builds genuine
brand or qualification pricing power. Iron Fortress downgrades if the capex cycle forces material
borrowing; FCF downgrades if OCF persistently trails PAT. Leadership downgrades on any governance
event or a mishandled environmental escalation at Kathikudam.

© DalalBytes Educational purposes only, not financial advice.



Sources

Company disclosures (NSE/BSE archives): FY26 results and dividend recommendation (May 2,
2026); FY26 Directors' Report; Q1FY27 results; June 2026 shareholding pattern; KSIDC nominee
director change (Sep 28, 2026)

CRISIL rating rationale (A-/Stable; FY24-25 and July 2025 updates, via quoted rationale)

screener.in, Finnhub, tickertape, moneyworks4me, equitybulls, smart-investing.in, stockopedia,
finbox, capitalmarket (financials, multiples, shareholding, pledging, cash flow, Oct 2026)

Hindu BusinessLine (July 30, 2025); eduinvesting (Sep 2026); newprojectstracker (June 11, 2026)
Peer data: India Gelatine & Chemicals (BSE: 531253); market sizes via marketresearchintellect

Full source list in the companion investment report.
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