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Stock Tales are concise, holistic stock reports across wider spectrum of
sectors. Updates will not be periodical but based on significant events or
change in price.




SRF Ltd (srr)

CMP: % 2615

Target: ¥ 3065 (17%)

Target Period: 12 months
March 29, 2022

Seasoned stalwart strengthening further...

About the stock: Incorporated in 1970, SRF started with nylon cord tyre and
thereafter diversified into other areas such as refrigerant gases, speciality chemicals
and packaging film among others.

e The chemical division accounts for 43% of overall revenues followed by
packaging film (39%), technical textile (15%) and others (3%)

e Exports constitute 57% of overall revenues (90+ countries across the world)
and the rest of revenues are derived from the domestic market

Key triggers for future price performance:

e Focused capex towards speciality chemicals keeping in mind higher
consumption of fluoro-compounds across agrochemical and pharma
besides general themes of vertical integration and higher operating leverage

e Maiden foray into polytetrafluoroethylene (PTFE) through backward
integration of R22 to diversify business risk, to a certain extent. Prudent and
measured strategy to increase presence across other fluoropolymers is
likely to enhance revenue visibility over the medium to long run

e In packaging, the company has earmarked a capex of I 425 crore towards
aluminium foils to tap the import substitution theme (domestic import of
aluminium foil ¥ ~4500 crore) with an expected asset turn of 1.75-2x. The
company is targeting import market share of mid-teens initially. Going
ahead, we expect strong incremental traction from existing customers

e Control over working capital along with better operational performance to
improve FCF generation. Prudent capital allocation towards high RoCE
generating businesses to improve return ratios further

What should investors do? SRF’s share price has grown at 76% CAGR over the
past three years. With sustained visibility capex (3 6000 crore in FY16-21 and another
¥ ~6000 crore earmarked in FY21-24E) we believe the company is well poised to
expand into newer and more complex areas (such fluoro-chemicals) by leveraging
on its strong pedigree.

o We initiate coverage under Stock Tales format with a BUY rating and target
price of T 3065

Target Price and Valuation: We value SRF on SOTP to arrive at a target price of
% 3065/share (refer exhibit 25 for further detail).

Alternate Stock Idea: We prefer Neogen Chemicals as an alternate idea.

e Trigger for Neogen Chemical’s future revenue growth would be increasing
CRAMS opportunity
e BUY with a target price of ¥ 2160

Key Financial Summary

5 year CAGR

(X Crore) FY19 FY20 FY21 (FY16:21) FY22E
Net Revenue 7,099.6 7,209.4 8,400.0 12.8% 12,144.6
EBITDA 1,297.0 1,454.9 2,144.9 17.4% 3,092.8
EBITDA Margins (%) 18.3% 20.2% 25.5% 25.5%
Adj.PAT 641.6 1,019.1 1,197.9 22.7% 1,888.4
Adj. EPS }) 21.6 34.4 40.4 63.7
EV/EBITDA 62.1x 55.4x 37.2x 25.9x
P/E 120.8x 76.1x 64.7x 41.0x
ROE (%) 15.5 20.7 17.5 23.5
ROCE (%) 15.2 16.1 18.7 24.3

¢ ICICI

Research
BUY

X

SRF

Stock Tales

Particular Amount
Market cap (% Crore) 11,514
FY21 Total Debt (% Crore) 3,469
FY21 Cash & Inv (% Crore) 695
EV (% Crore) 80,288
52 Week H/L 2680/1057
Equity Capital (% Crore) 296.4
Face Value R) 10

Shareholding pattern
in% Mar-21  Jun2t  Sept21  Dec2l
Promoter 50.8 50.8 50.8 50.7

DI 11.2 119 104 9.2
Fil 18.4 18.4 19.2 19.1
Others 19.6 18.9 19.6 2.0

80,000 3000
60,000 2000
40,000
20,000 1000
0 T T T T T T T T T T 0
22235 Y
T U
§3553253:2%
Sensex s SRF

e Adverse agriculture season may
impact speciality chemical growth

e Lower spread in packaging film to
impact operational growth

Research Analyst

Siddhant Khandekar
siddhant.khandekar@icicisecurities.com

Dhavan Shah
dhavan.shah@icicisecurities.com

3 year CAGR
FYZ3E FY24E (FY21-24E)
14,130.5 17,024.7 26.6%
3,575.8 4,316.3 26.3%
25.3% 25.4%
2,174.9 2,665.9 30.6%
73.4 89.9
22.5x 18.6x
35.6x 29.1x
22.9 23.3
24.0 25.4

Source: Company, ICICI Direct Research
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€7 Stock Tales | SRF Ltd

Company Background

Incorporated in 1970, SRF started with nylon cord tyre and, thereafter, diversified
into refrigerant gases, speciality chemicals and packaging film to name a few in due
course. Chemical division forms 43% of overall revenues followed by packaging film
(39%), technical textile (15%) and others (3%). Anchored by a strong workforce of
7,000 employees from different nationalities working across eleven manufacturing
plants in India and one each in Thailand, South Africa and Hungary, the company
exports to more than 90+ countries. The revenues from overseas market constitutes
57% of the overall pie while rest are from the domestic market. Equipped with state-
of-the-art R&D facilities, SRF has filed 351 patents for R&D and technology so far, of
which 106 have been granted.

The group revenue grew at 10.8% CAGR over FY15-21 while EBITDA was up at
~20% CAGR primarily on account of expansion in the gross margins due to
favourable product mix. The bottomline registered growth at 25.8% CAGR for the
same period.

ICICI Direct Research

Exhibit 1: Revenues (% crore) Exhibit 2: Segmental revenue breakup (% crore)
8,400

7,100 7,209

4,822

4,593

4,540

FY15 FY16

FY15 FY16 FY17 FY18 FY19 FY20 FY21

B Technical textile

FY17 FY18 FY19 FY20 FY21

B Chemical B Packaging film Others

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 3: Margin trend over the years (%) Exhibit 4: Geographical revenue break up (%)

03 98% ey X7
44.0% 458%  44.1%
210 25.5% m Domestic
0 0
14.1% 14.3%
6.7% 94%  107% gy 9.0% B Overseas
FY15 FY16 FY17 FY18 FY19 FY20 FY21
e Gross Margins === QPM NPM
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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Transformation
2012 - Present

Diversification
2001-2011

Foundation

1970-2000

Shriram Fibres was P2, BOPET in Indore
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Source: Company, ICICI Direct Research

Exhibit 6: Manufacturing facilities

FLUOROCHEMICALS &
SPECIALTY CHEMICALS
2 National Operations
1. Rajasthan, India - Bhiwadi
2. Gujarat, India - Dahej

LAMINATED FABRICS
1 National Operation
1. Uttarakhand, India - Kashipur

. COATED FABRICS
1 National Operation
1. Tamil Madu, India -
Gummidipoondi

@ TECHNICAL TEXTILES
4 National Operations
1. Madhya Pradesh, India - Malanpur, Bhind

2. Tamil Nadu, India - Manali i
3. Gummidipoondi j
4. Viralimalai b |
e -_,\t-
@ PACKAGING FILMS "{\ =
3 National Operations e
1. Uttarakhand, India- Kashipur \\ (2] rE
2. Madhya Pradesh, India - Special Economic Zone (SEZ), “—" % ‘5‘ = s ' - .
3. Pithampur, Indore - Bagdoon, Pithampur, Indore [’Bf 5. X T:_ 4 International Operations
3 Interna al Operations e _'“"—\;:, T ~
4. kwaZulu - Natal, South Africa { C A
5. Rayong, Thailand i ot g j—’y_w/"
6. Jaszfenyszaru, Hungary { b s g
A 5‘)‘—. th_' rr_J ."\ff_j
.‘\ 'j'.h South Africa klhailand Hungary
i ot
1
L\ el"-‘ﬁrhél/:'.J
e @
\ & 1
V0
N
Source: Company, ICICI Direct Research
Exhibit 7: Ma leadership across businesses
Speciality Chemicals Fluorochemicals Packaging Films Technical Textiles
= Established relationship with * Unigue and fully integrated * Recognized for expertise in * Domestic market leader in Tyre

marguee customers

= Capability in scaling up pilot
processes and creating value
through operational excellence

* High levels of customer
engagement backed by strong
R&D, technical service, product
and quality management under
one roof

= Handling complex reactions -
halogenation, ethylation,
hydrogenation, nitration,
diazotization, grignard,
isomerization, amination,
organocatalysis, and
decarboxylation

facilities extending across a
wide range of refrigerants and
industrial chemicals

= Domestic leadership in HFC's
with strong trade distribution
network; significant market
share of Fluorochemicals in
India with global scale
operations

= One of the few global
manufacturers for Pharma
grade 134a/P - propellant in
metered dose inhalers

= Among the top five global
manufacturers for key
Fluorochemicals products

developing, manufacturing and
marketing innovative, superior
film products

Flexible business model, strong
and loyal customer
relationships with tailored
solutions; NPD Lab to ensure
future readiness

Highly efficient asset base
offering value added products in
close proximity to customer
locations

Cord manufacturing and Belting
Fabrics

® 40% share in India’s Nylon Tyre
Cord market. 2™ largest player
globally

= 3 largest manufacturer of
Conveyor Belting Fabrics in the
world

Source: Company, ICICI Direct Research
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Exhibit 8: SRF operations remain largely integrated

Fluorspar

m e
o Int ediate f
W \jethyl Chloride I ! ‘;:‘Em‘fn: o

Chemicals

Carbon I
Tetrachloride

——t Chloroform I

R

Future Products External Sale

g Trichloro Ethylene I

Key Raw Material External Sale & Captive Use Intermediate Product

Source: Company, ICICI Direct Research
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Investment Rationale

Newer businesses to strengthen overall performance further

SRF announced its foray into Polytetrafluoroethylene (PTFE) during July 2020 with a
capex outlay of T 424 crore, which is expected to be commissioned by November
2022. The vertical integration (captive consumption of R22) would allow the
company to capture potential market share in the fluoropolymers market.
Polytetrafluoroethylene (PTFE) is a rapidly growing fluoropolymer formed by
polymerisation of monomer tetrafluoroethylene (TFE) in the presence of an initiator.
It is also combined with other materials such as glass fibre, carbon and graphite to
improve its mechanical properties. PTFE can be characterised by distinguishing
qualities like extreme chemical inertness, optimum dielectric properties, heat
resistance capability and low frictional co-efficient. It is used in a wide range of
applications such as semiconductors, automotive components, electrical appliances,
and non-stick frying pans. Additionally, PTFE is also less costly compared to other
types of HPF, which has resulted in driving its demand.

The global market of PTFE is expected to reach US$2.95 billion, growing at a CAGR
of 5% over 2019-24. India’s PTFE exports is estimated to be ~13,000 MT, of which
majority caters to the US, Germany and ltaly. On the other hand, the country also
imports around 3000 MT of PTFE, largely from China and Russia. We believe SRF
being an integrated manufacturer, is well poised to capture PTFE import market
share (SRF capacity estimated to be around 5000 MT) initially. Based on the past
track record of SRF’'s management and its R&D team capabilities, we believe the
company can become one of the largest players in the fluoropolymer market over
the long run. Post achieving scale in the PTFE business, we expect the company to
foray into other fluoropolymers largely from R22 value chain (see exhibit 13 to
understand value chain). We expect an asset turn of around 1.2-1.3x at peak
utilisation for this vertical, likely to be achieved by FY25E. We assume PTFE revenues
of ¥ 250 crore in FY24E.

Exhibit 9: Global market size of PTFE (US$ billion)

Exhibit 10: India’s PTFE exports/imports (% crore)

$350 - 1,200 -
$3.00 - §2.95 1,000 -
$250 - $2.20 800 1
600 A
$2.00 -
400 H
$1.50
200 A
$1.00 0
$050 - FY15  FY16  FY17 FY18 FY19 FY20 FY21 Upto
Jan22
$
FY18 FY24E B Exports H Imports
Source: Guy. fluoro AR, ICICI Direct Research Source: Ministry of commerce, ICICI Direct Research

Exhibit 11: India’s PTFE exports/imports (MT) Exhibit 12: PTFE export realisation trend (I/kg)

14,000 900.0 -
12,000 - 800.0 -
10,000 -
8,000 700.0 ~
6,000 - 600.0 -
4,000 -
2,000 - 500.0 1
04 400.0 -
FY15 FY16  FY17 FY18 FY19 FY20 FY21  Upto
Jan22 300.0 T T T T T T T )
FY15 FY16 FY17 FY18 FY19 FY20 FY21 Upto
B Exports M Imports Jan22
Source: Ministry of commerce, ICIC/ Direct Research Source: Ministry of commerce, ICICI Direct Research
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Exhibit 13: List of fluoropolymers to be manufactured from R22

Natural . POWER SALY .
Gas [ Coal m - Caustic Soda Lye / Flakes
A ¢ Hydrogen Gas
CAUSTIC-CHLORINE 1 Sodium Hydrogen Sulfate
== Hydrochloric Acid / Dry HCL Gas
Chlorine + Salfuric Add
Methanol CHLOROMETHANES i Methylene Di-Chloride
4 T "
Chloroform Carbon Tetra Chloride
. ! Hydrochloric Acid
Fluorspar * Anhydrous “ ; o Dry lce / Liquid CO2
Hydrogen ¢ Calcium Chioride
Fluoride
i Hexa Aucro Propylene
HFP PPVE === Tetra Fluro Propanol

Conal ol Suspension PTFE Emulsion PTFE
T > Virgin / Modified Virgin / Modified

-~ HneCut  Aq.Dispersions Fine Powders

Free Flow
Pre-Sintered

Source: Industry report, ICICI Direct Research

Aluminium foil: SRF also announced its maiden foray into aluminium foil last quarter
with an investment outlay of ¥ 425 crore. The plant capacity is estimated to be
~21000 MT and will be commissioned by September 2023. Packaging in today’s
world has emerged as an integral part of brand promotion. Owing to modern-day
lifestyle coupled with today’s fast-paced life, customers’ inclination towards
convenience packaging has increased. Aluminium foil packaging material is a part of
the flexible packaging material and is generally formed using aluminium sheets.
Aluminium foil can be utilised to wrap around any product for packaging functions.
It is produced through the regular casting and cold calling. Aluminium foil packaging
is a sort of packaging, which arranges a resistant barrier to safeguard food, beverage,
cosmetics and pharmaceuticals and helps in waste reduction. It is estimated that
India imports aluminium foil to the tune of 1.5-1.8 lakh tonnes annually, translating
to an import value of ~% 5000 crore. Since the customer profile remains the same as
of BOPP/BOPET, SRF’'s management sounds confident on achieving a meaningful
market share in the aluminium foil business over the long run. The asset turn of this
business is estimated to be ~1.75-2x with an IRR of ~15-18%. Given the same set of
customers in packaging film, we expect the company to achieve peak utilisation
within a year from the date of commencement of a plant. We expect meaningful
traction to likely come in FY25E. We anticipate T 165 crore revenues for FY24E.

Exhibit 14: India’s aluminium foil imports (X crore) Exhibit 15: India’s aluminium foil imports (MT)

4,700 - 2,00,000 -
1,90,000 -
4,200 - 1,80,000
1,70,000
3,700 1,60,000
1,50,000
3,200 1,40,000
1,30,000 ~
2,700 1,20,000 -
1,10,000
2,200 - 1,00,000 -

FYi5 FY16  FY17 FY18 FY19 FY20 FY21 Upto FY15 FY16 FY17 FY18 FY19 FY20 FY21 Upto

Jan22 Jan22

Source: Ministry of commerce, ICICI Direct Research Source: Ministry of commerce, ICICI Direct Research
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Exhibit 16: Aluminium foil prices (I/kg)

330.0 -
310.0 -
290.0
270.0
250.0 -
230.0
210.0 -
190.0 -

170.0 -

1 50- 0 T T T T T T T 1
FY15 FY16 FY17 FY18 FY19 FY20 FY21  Upto Jan22

Source: Ministry of commerce, ICICI Direct Research

Base speciality chemicals business likely to maintain growth
momentum ahead

With continuous efforts by the SRF management towards increasing value added
portfolio share in the overall mix, the capital allocation towards chemicals business
was increased by 2.5x over FY14-21. This led to chemicals business revenue
contribution to increase from 24% in FY14 to 43% in FY21. We believe a significant
part of historical capex in chemical was spent towards speciality chemicals (catering
to fluoro/non fluoro-compounds for agrochemical/pharma). With MPP4 and
dedicated pharma intermediates plant likely to come on stream next fiscal, we expect
speciality chemicals segment to continue to maintain same growth momentum over
the foreseeable future. The company has been spending ¥ 600-700 crore annually
towards speciality chemicals, which has an asset turn of ~1.2x with a visibility of
achieving peak utilisation in two years. Thus, we expect growth capex to provide
revenue visibility of around ~% 400 crore per year. Apart from this, increasing share
of fluoro-compounds in both agrochemicals and pharma can translate into base
business growth in mid-teens. Moreover, increasing chloromethane capacity by ~2x
and higher HFC capacity by around 30-40% translates into fluoro-chemical &
industrial chemical segments to report robust growth over FY21-24E. We expect
aforementioned factors to result in chemical business registering 32% CAGR over
FY21-24E to T 8268 crore, leading to chemical business revenue contribution to inch
up to 49% by FY24E against 43% in FY21.

Exhibit 17: Chemicals segmental revenue break up (% crore) Exhibit 18: Chemical segment capital employed up by more

9,000 - than 2.5x over FY14-21
8,000 - 5,500
7,000 - 5,000 |
6,000 - 4,500
5,000 - 4,000
4,000 - 3,500
3,000 - 3,000
2,000 - 2,500 -
1,000 . I I 2,000 -
0 . o - = = = 1,500 4

FY17  FY18  FY19  FY20  FY21  FY22E FY23E  FY24E Fyi4  F15 P16 FY17 FY18  FY18  FY20  FY21

- . . . . Source: Company, ICICI Direct Research
B Speciality chemical W Fluorochemical (Ref gas) ™ Industrial chemical ~ PTFE

Source: Company, ICICI Direct Research
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Allocation of incremental FCF towards value added businesses

to aid return ratios

With prudent control over working capital (~50 days cash conversion) and allocation
of FCF towards value added portfolio, we expect SRF to be well poised to generate
strong cash flows over the coming future. The company has been generating CFO to
the tune of 15-20% of sales, while it has been spending around ¥ 1500-2000 crore
towards capex every year. This leaves aside FCF of ~5% of sales (~% 800 crore). We
expect prudent capital allocation towards fluoropolymers and pharma speciality
chemical to improve gross margins and thereby operational performance in the long
run. In turn, this translates into better return ratios over the medium to long term.

Exhibit 19: FCF trend over the years (% crore)

Exhibit 20: FCF generational likely to improve ahead (X crore)

4,000 - 1,200 - - 8.0%
981 N
3,000 - 1,000 - 6.0%
800 4.0%
2,000 -
600 2.0%
1,000 - 400 A 0.0%
0 4 200 { 37 2.0%
0 == -4.0%
-1,000 -
-200 - - 6.0
2,000 . 14 o
' -400 \ / - -8.0%
-3,000 - -600 496 L -10.0%
FY17  FY18 FY19 FY20 FY21 FY22E FY23E FY24E FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E
ECFO ®mCFl FCF  FCF % of sales
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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Financial story in charts

Exhibit 21: Revenues trend (% crore)

Revenues to grow at ~27% CAGR over FY21-24F
on the back of better growth from chemical
segment

FY17 FY18 FY19

FY20

FY21

FY22E

FY23E

FY24E

Source: Company, ICICI Direct Research

Exhibit 22: OPM trend over the years..

5,000 - - 30.0%
4,500 - 25.5% 25.5% 25.3% 25.4%
- 25.0%
4000 1 20.7% 20.2%
3,500 1 17.0% 18.3% L 20.0% Operating leverage likely to aid operational
U o
3,000 4 performance. EBITDA is expected fo grow at a
2,500 L 15.0% CAGR of ~26% over the same period
2,000 -
L 0/
1,500 4 10.0%
1,000 4 - 5.0%
500 | WXy 953 [ 1,207 [ 1455 [ 2,145 [ 3003 [ 3576 [ 4316
0 - 0.0%
FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E
. EBITDA 0PM%

Source: Company, ICICI Direct Research

Exhibit 23: PAT trend

15.4%

3,000 - 18.0%
15.5% 15.7%
o - 16.0%
2,500 - 1% 143 '
- 14.0% PAT expected to grow at ~31% CAGR over the
2,000 { 10.7% - 12.0% same period
9.0%
o - 10.0%
1,500 - 8.3%
- 8.0%
1,000 - - 6.0%
- 4.0%
500 A
- 2.0%
515 462 642 1,019 1,198 1,888 2,175 2,666
0 0.0%
FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E
s Adjusted PAT ANPM%

Source: Company, ICICI Direct Research
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Exhibit 24: RoE & RoCE trend (%)
28% -
26% A
24% -
22% A
20%
18% A
16% A
14% A
12% A
10% T T T T T T T )

FY17 FY18 FY19 FY20 FY21 FY22E  FY23E  FY24E
~———ROE% —— ROCE%

Source: Company, ICICI Direct Research

Key risks and concerns

Slowdown in global agrochemical industry may impact

speciality chemical performance

SRF caters to the agrochemical and pharma sector under speciality chemicals
segment. Any impact in the crop value chain for the global market can impact the
order flows for this segments and thereby revenues. However, better growth from
pharma can arrest the decline, to some extent.

Lower spread from packaging film to curb operational growth

The packaging film segment witnessed an operating margin of 35% during H1FY21
(peak since FY'15), which declined to 22% in Q3FY22. Any increase in the supply of
BOPP/BOPET globally against a fall in the demand outlook or rise in RM prices and
inability to pass on RM inflation, can adversely affect the spread of the packaging film
and thereby operational growth.

Large volatility in key RM prices, inability to pass on entire cost
inflation to impact margins

Caprolactam, fluorspar, nylon yarn fabric remains one of the key RMs for SRF.
Although SRF passes on cost inflation with a quarter lag, any unforeseen surge in
these RM prices can impede the performance for a quarter.

ICICI Securities | Retail Research

ICICI Direct Research
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Valuation and outlook

Starting its operations with nylon tyre cord, the company ventured into other
businesses such as ref gas, speciality chemicals, packaging films over a period of
time. Since the management’s endeavour has persisted to efficiently use the cash
flows towards the value added product portfolio, it has been able to generate decent
return ratios over the last few years. Going ahead, with foray into PTFE along with
aluminium foil and higher allocation towards speciality chemical, we expect group
return ratios to eventually improve in the foreseeable future. We expect better FCF
generation and thereby allocation towards high RoCE generating business to assist
the company to demand better valuations in the long run. We expect the topline to
grow at a CAGR of 27% over FY21-24E, while bottomline likely to be aided by 31%
CAGR for the same period.

We value the company on SOTP basis to arrive at a target price of ¥ 3065/share, with
a potential upside of 17%. We have a BUY recommendation on the stock.

Exhibit 25: SOTP valuation

In X Crore unless other mentioned Revenue EBITDA 2L EV
FY23E FY24E FY23E FY24E FY24E FY24E
Technical textile 2,247 2,359 517 543 12.0x 6,512
Chemical Business 6,203 8,268 1,861 2,481 30.0x 74,416
Packaging film 5,313 6,010 1,169 1,262 10.0x 12,621
Other business 368 387 29 31 5.0x 155
Consolidated EV 93,704
Less: Net debt 2,748
Target MCAP 90,956
No.of shares 29.6
Target price/share 3,065
CMP 2,615
Upside/downside 17%

Source: ICICI Direct Research

Exhibit 26: Valuation matrix

Compay MCAP Revenue EBITDA Adj. PAT ROE EV/EBITDA PE

Y21 FY22E F23E FY24E FY21 FYZE FY23E FY20E FY21 FYZ2E FY2Z3E FYME FY21  FY22E FY23E FY2Z4E FY2! FY22E FYZ3E FY2E FY21 FY2E FYZ3E FY24E
SRF 71514 8,400 12,145 14,131 17,025 2,145 3093 3576 4316 1,198 1888 2175 2666 17.5% 23.5% 229% 23.3% 37.2x 259« 225x 18.6x 647x 41.0x 35.6x 29.1x
Navin fluorine 19421 1,179 1438 1920 2429 309 311 557 729 223 265 380 497  136% 14.4% 17.7% 19.5% 60.8x 51.6x 34dx 259« 87.1x T.2x 5LIx 38Ix
Gujarat fluorochemical 31,103 26,219 39,387 43,475 48,232 6,729 12,381 16,544 18979 3,643 70923 10548 12295 10.1% 20.5% 22.5% 222% 43.2x 23.5x 17.1x 14.8x 76.5x 35.2x 264x 227x
Plindustries 41,800 4577 5215 6154 7,198 1,012 1,139 1422 1,692 738 842 1,065 1,282 138% 13.8% 15.0% 15.4% 39.3x 344x 27.6x 227x 56.6x 49.7x 39.3x 32.6x

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 27: Profit & Loss statement (X crore) M Exhibit 28: Cash flow statement (X crore)
Year end March FY20 Y21 FYZ2E  FYB3E  FY24E Year end March FY20 FY21 FY22E  FY2E  FY2E
Total Operating Income 72094 84000 121446 14,1305 17,0247 PBT & Extraordinary 1,006 16099 2517.8 2899 35545
Growth (%) 1.5 165 448 184 205 Depreciation 3929 4531 5185 6175 7165
Raw Material Expenses 3,687.0 40189 59994 69239 83421 After other adjustments

Gross Profit 524 ALY 6MSL 1266 BSBLS ) e in Working Captel BY BE 460 2189 3190
Employee Cost 541.9 621.4 789.4 9044 1,072.6 Taxes w7 2563 6295 %50 8886
Other Operating Expenses 1525.6 16148 22630 27264 32938 Others 16 816 107 121.0 176
EBITDA 14549 21449 30928 35158 43163 ; L

Growth (% 122 14 "2 156 207 CF from opergtmg activities 13044 1,777 21015 26945 31809
Other Income 1529 545 542 626 123 Purchase of Fixed Assets -1,3130  -1,2047  -1,521.7 -2,2000  -2,200.0
EBITDA, including OI 16072 21904 31410 36384 43885 Others 1944 2840 00 00 0.0
Depreciation 388.6 453.1 518.5 617.5 716.5 CF from investing activities -1,1786  -1,4987 15217 -22000 -2,200.0
Net Interest Exp. 200.7 134.0 110.7 121.0 117.6 Proceeds from issue of shares 0.0 750.0 0.0 0.0 0.0
Other exceptional items 0.0 0.0 0.0 0.0 0.0 Borrowings (Net) 1018 6910 2000 3000  -100.0
PBT 1,079 16123 25178 28999 35545 Others -300.8 -310.1 -822.1 -832.4 -829.0
Total Tax A2 44 6205 7250 68886 CF from financing activities 1990 511 621 6324 9290
Tax Rate 0.1% 25.1% 25.0% 25.0% 25.0% Net cash flow 131 21.8 -48.3 -31.9 51.9
PAT 10091 11679 16884 21749 28859 Effects of foreign currency translation 0.0 0.0 0.0 0.0 0.0
Adj.PAT after Minority interest 1,019.1 1,197.9 1,888.4 2,174.9 2,665.9 Opening Cash 198.9 125.5 282.0 233.7 195.8
AdEPSR) Ao M4 87 B4 89 Closing Cash 155 2820 281 168 U7
Shares Qutstanding 5.9 6.0 288 26 26 Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 29: Balance Sheet Statement [ crore)
Year end March FY20 21 FY22E  FY23E  FY24E Year end March FY20 FY21 F22E  FZ23E  FY2E
Liabilities Per share data (3)

Share Capital 58.5 60.3 296.4 296.4 296.4 Adj. EPS 4.4 404 63.7 134 89.9
Reserves 48748  6,796.2 7,735.9  9,199.4 11,1539 Adj. Cash EPS 415 55.7 81.2 94.2 114.1
Total Shareholders Funds 49333 6,856.4 80324 94959 11,4503 BV 166.4 2313 m.o 320.4 386.3
Minority Interest 0.0 0.0 0.0 0.0 0.0 DPS 14.0 24.0 24.0 24.0 24.0
Long Term Borrowings 2385.6 20288 22288 25288 242838 Operating Ratios (%)

Net Deferred Tax liability 175.5 386.2 386.2 386.2 386.2 Gross Margin (%) 48.9 52.2 50.6 51.0 51.0
Other long term liabilities 36.9 433 16.7 89.2 107.5 EBITDA Margin (%) 20.2 25.5 255 25.3 25.4
Long term provisions 315 43.6 6.1 88.6 106.7 PAT Margin (%) 14.1 143 15.5 15.4 15.7
Current Liabilities and Provisions Debtor Days 46 56 55 55 55

Short term borrowings 969.2 979.5 979.5 979.5 979.5 Inventory Days 62 64 64 64 64
Trade Payables TMLT 0 1,585.2 22293 25838 31251 Creditor Days 57 10 67 67 67

Other Current Liabilities 1,220.5 997.8 1,460.7  1,699.6  2,047.7 Cash Conversion Cycle 51 51 52 52 52

Short Term Provisions 6.6 8.7 127 148 17.8 Return Ratios (%)

Total Current Liabilities 33079 3571 46822 52817  6,170.1 Return on Assets (%) 9.4 9.3 12.2 12.2 12.9
Total Liabiliies 10876.8 12,9294 154824 17,8763 20,649.6 RoCE (%) 16.1 18.7 243 24.0 25.4
Assets Core RolC (%) 134 184 243 239 25.4

Net Block 6,367.6  7,827.0  9,0085 10,591.0 12,0745 RoE (%) 2.7 175 235 229 233
Capital Work in Progress 1,393.3 7723 600.0 600.0 600.0 Solvency Ratios

Intangible assets under devl. 0.0 0.0 0.0 0.0 0.0 Total Debt / Equity 0.7 04 04 0.4 03
Goodwill on Consolidation 0.0 0.0 0.0 0.0 0.0 Interest Coverage 6.1 13.0 2.1 25.0 31.2
Non-current investments 42 4.2 4.2 42 42 Current Ratio 0.9 1.1 1.1 1.1 1.2
Deferred tax assets 143 18.1 18.1 18.1 18.1 Quick Ratio 0.5 0.7 0.7 0.7 0.7

Long term loans and advances 59.7 91.1 108.5 126.2 152.1 Valuation Ratios (x)

Other Non Current Assets 131.5 2718 404.7 470.9 567.3 EV/EBITDA 55.4 3.2 2.9 25 18.6
Current Assets, Loans & Advances P/E 76.1 64.7 41.0 35.6 29.1
Current Investments 198.5 4125 4125 4125 4125 P/B 15.7 1.3 9.7 8.2 6.8
Inventories 1,201.2  1,4658 21295  2471.7  2,985.2 EV/Sales 1.2 9.5 6.6 5.1 4.7
Sundry Debtors 891.1 1,2746  1,8300 21293  2,565.4 Source: Company, ICICI Direct Research

Cash and Bank 125.5 282.0 233.1 195.8 2417

Loans and Advances 25.2 1.2 1.2 1.2 1.2

Other Current assets 464.8 492.8 1215 839.5 1,011.4

Current Assets 29062 39389 53384 60659 72333

Total Assets 10876.8 12,9294 154824 17,8763 20,649.6

Source: Company, ICICI Direct Research
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Exhibit 31: ICICI Direct coverage universe (Chemicals)

Company cMpP M Cap EPS R) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)
®  TPR) Raing [ OCr) FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E

SRF 2615 3065 Buy 77514 404 637 734 647 410 356 37.2 259 225 187 243 240 175 5 229
Pl Industries 2750 3375 Buy 41,800 48.6 554 701 56.6 497 393 393 344 276 172 172 188 138 138 150
Aarti Industries 908 1,175 Buy 32899 145 371 3H1 626 245 259 396 193 188 107 17.7 160 150 228 18.0
Tata Chemical 957 1,035 Hold 24372 101 420 549 9.1 228 174 173 114 90 41 65 81 18 71 86
Vinati Organics 1960 2320 Buy 20,149 262 315 41.8 748 623 469 563 494 352 217 233 260 174 180 200
Sumitomo Chemical 411 520 Buy 2083 69 87 103 603 477 405 418 334 280 298 300 285 224 226 214
Navin Fluorine 3925 4520 Hold 19449 450 536 768 871 732 511 608 516 344 210 192 236 136 144 177
Rallis India 232 305 Hold 4518 114 97 138 204 240 168 159 185 128 180 139 182 139 109 139
Sudarshan chemical 531 695 Buy 3675 204 197 257 260 270 207 157 159 127 190 161 182 152 136 16.2
Neogen Chemicals 1647 2160 Buy 4107 134 165 335 1227 998 492 633 474 306 151 11.2 169 17.1 93 160
Astec Lifesciences 1721 2120 Buwy 3373 332 431 5.0 518 400 31.3 320 239 193 189 21.6 224 21.0 21.6 219

Source: Bloomberg, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬁICICI‘ irect.com N 1
Investm u-) Va r Fingertips BL}QJE/‘;[E"\ \
ICICI Securities Ltd, 75 S TARMINE ‘
ecu, e %&'vstﬁ\ ard2012 A /
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA, Dhavan Shah, MS (Finance) Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views
about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in
the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are g lly prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past
twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one percent or more or other material conflict
of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.
We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or
use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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