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SRF's chemical bizto do heavy lifting

samarth gupta@livemint.com

RF Ltd has been gung-ho on

its chemicals business for

some time now. Recall that

SRFhasguided fora cumula-

tive capital expenditure
(capex) outlay of 315,000 crore over
FY24-28. Out of this, 112,000-13000
crorewll bedirected toward thechemi-
calsbusiness.

In this backdrop, its Dahej plant in
Gujarat, which houses specialty chemi-
cals and fluorochemicals units,is key.
SRF's board recently approved capex
worth 3604 croretoenhance the exist-
ingcapacityat Dahejand toset up four
new agrochemical plants. These are
expected to be completed in the next
ten-to-twelve months.

SRF'soptimism toward thissegment
stems from strong traction aided by
increasingcustomerenquiries. “Around
six-seven years ago, the speciality
chemicals business used to produce
only 6-7 products; this has now scaled
upto40-45 products someof thededi-
cated plants produce more than one
product),”said analystsat Kotak Institu-
tional Equities in a report dated 13
December. “SRF setsupcapacitiesonly

Key catalyst

Contribution of chemicals business in SRF's total revenues has risen significantly

over the past decade.

@ Total segment revenue @ Chemicals revenue
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whenthereare firm commitmentsfrom
customers, and these agreements can
span 3-5 years in duration,” added the
report.

Thisbodeswell for the medium-term
order visibility of the chemicals busi-
ness, which is SRF's highest revenue
contributor. Apart from chemicals, SRF
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has exposure to technical textiles and
packaging films businesses. Perform-
anceofthese businesses wassubduedin
the September quarter (Q2FY23).

Tobesure, theoverall earnings drag
fromthe weakperformance ofthese two
businesses, especially packaging, isone
factor that has weighed on investors

sentiments. In CY22 so far, the SRF
stockhas declined by 4%, whilethe Nifty
500indexhasrisenalmost5%. Fromits
52-weeklowof32,002.20in July, SRF
shares quickly recovered to a 52-week
highof32,865in September. However,
its fall from glory was swift, with the
stock currently down 19% from the
recenthigh.

There s also rising con-
cemoveraslowdowninthe
agrochemicals business.
“India’s chemical export
volumeshavedeclined 29%
and 49% year-on-year in
September and October,
respectively, raising con-
cerns of a possible slow-
downinglobal agrochemi-
cal demand,” said analysts
from Jefferies India in a
report on 14 December.
They added, “SRF’s agro-
chem portfolio has over 40 products
currently vis-a-vis only 5-6 in the last
agrochem downturn in FYI7-18, It
expects the impact of any such slow-
down tobe muted given ts diversified
portfolio.”

Meanwhile, SRF'sefforts totapinto
variousopportunitiesin the chemicals
sector should offer some comfort. In

SRF'S recent eamings
drag stems from weak
performancein
technical textiles and
packaging films biz

MEANWHILE, there
is also rising concern
over aslowdownin
its agrochemicals
businessand exports

addition to agrochemicals, SRF is also
developing a Kilo Lab at Bhiwadi to
cater to the pharmaceutical market.
According to Nilesh Ghuge, institu-
tional analyst, HDFC Securities Ltd,
thereisahuge opportunityin the fluo-
rochemicalsbusiness.

“Also,interms of R&D, thenumbers
of patents filed havegoneup
significantly over the last
five to seven years,” he
added.

Meanwhile, onthevalua-
tions front, more than 75%
of SRF'sfairvalueisderived
from their chemicals busi-
ness—specialtyand refrig-
erantgas—where thecom-
panyissurpassingexpecta-
tionsevery quarterinterms
of earnings, said Abhishek
Navalgund, researchanalyst
at Nirmal BangInstitutional
Equities.

Evenso, investorsshouldbemindful
of some potential downside risks. For
instance, delay in the commissioning of
new specialty chemicals plants. Sec-
ondly, demand uptick in SRF’s newly
forayed fluoropolymerssectorhasheen
slowerthanexpected. Also, aprolonged
productapproval cycle could bearisk.



