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Change in Estimates

Current Previous
FY24E FY25E  FY24E FY25E
Rating HOLD HOLD
Target Price 2,156 2,143

Sales (Rs.m) 1,39,847 1,61,298 1,40,029 1,59,142
% Chng. 0.1) 1.4
EBITDA (Rs.m) 30,983 36,024 31,115 35,902
% Chng. (0.4) 0.3
EPS (Rs.) 56.3 65.4 56.7 65.2
% Chng. 0.7) 0.4
Key Financials - Consolidated
Y/e Mar FY23 FY24E FY25E FY26E
Sales (Rs. m) 1,48,703 1,39,847 1,61,298 1,79,041
EBITDA (Rs. m) 35,292 30,983 36,024 41,694
Margin (%) 23.7 22.2 22.3 23.3
PAT (Rs. m) 21,623 16,700 19,396 22,593
EPS (Rs.) 72.9 56.3 65.4 76.2
Gr. (%) 145 (22.8) 16.1 16.5
DPS (Rs.) 8.8 6.8 7.9 9.1
Yield (%) 0.4 0.3 0.4 0.4
ROE (%) 22.9 15.1 15.3 15.6
ROoCE (%) 221 15.1 15.4 15.9
EV/Sales (x) 4.6 4.9 43 3.8
EV/EBITDA (x) 19.3 22.1 19.1 16.4
PE (x) 30.0 38.8 33.4 28.7
P/BV (x) 6.3 55 48 4.2
Key Data SRFL.BO | SRF IN
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Market Cap

Rs.2,640 / Rs.2,040
64,113 /19,141
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3M Avg. Daily Value Rs.1110.11m
Shareholding Pattern (%)
Promoter’s 50.53
Foreign 19.80
Domestic Institution 14.12
Public & Others 15.57
Promoter Pledge (Rs bn) -
Stock Performance (%)

iM 6M 12M
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Relative (0.2) (17.9) (18.0)

Swarnendu Bhushan
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SRF (SRF IN)

Rating: HOLD | CMP: Rs2,186 | TP: Rs2,156

Growth expected FY25E onwards
Quick Pointers:

" EBITDA at Rs6.3 bn (missed estimates by 11%), while bottom-line impacted
by higher depreciation and tax expense.

" PTFE project commissioned and capitalized from Q2FY24; substantial
revenues to come from FY25.

SRF reported weak performance with Revenue/EBITDA/PAT decline of
15%/19%/37% YoY & 5%/10%/16% QoQ amid drop in core business segments
such as chemicals & packaging films. The company may witness near term
headwinds across businesses due to subdued demand across
agrochemicals and supply glut in packaging films business. However,
management guided specialty chemicals to give better returns with
commercialisation of PTFE, R32 and newer products. Furthermore, the board
approved projects for setting up manufacturing facility (BOPP Film) and new
dedicated facility to produce an agrochemical intermediate at projected cost
of Rs 2.75bn & Rs 2.35bn in Indore & Dahej respectively. We expect
Revenue/EBITDA/PAT CAGR of 6%/6%/2% over FY23-FY26E. Maintain ‘Hold’
rating with SOTP based TP revised to Rs2156 (Rs2143 earlier; implied consol

FY25E EV/EBITDA of 11x and PE of 25x).

" Consolidated revenue at Rs31.7bn (-15% YoY/ -5% QoQ; PLe ~Rs34.6bn),
declined majorly due to drop in chemicals segment (-22%/-14% YoY/Qo0Q).
Technical textiles withessed 9% growth YoY & QoQ. For H1FY24, topline
dropped 15% on account of drop in major business segments such as
packaging films and chemicals.

®  Specialty chemicals business witnessed weak global demand owing to
inventory rationalization, while fluorochemical business was impacted due to
low demand for refrigerants. Packaging films business continued to face
headwinds led by supply addition in both BOPET & BOPP.

® EBITDA margin declined to 19.7% (vs 20.6% in Q2FY23; PLe 20.5%),
despite gross margins improvement. EBITDA stood at Rs6.26bn (-19% YoY/ -
10% QoQ).

" PATat Rs3bn (-37% YoY/-16% QoQ); PLe Rs3.5 bn) was impacted by higher
depreciation and interest expense (+16% YoY & +78% YoY respectively). PAT
margins stood at 9.5% vs 10.8%/12.9% in Q1FY24/Q2FY23 respectively.

®  Concall takeaways: (1) In chemicals business, Specialty chemicals business
margins were down to 24% for Q2FY?24, due to operating leverage and lower
pricing (2) For FY24E, Specialty chemicals business to see single digit growth
(double digit growth expected earlier) primarily led by volume pressure in
agrochemicals portfolio (3) Capex of Rs 14bn done in H1FY?24 while for FY24E
overall Rs 30bn capex remains intact (4) R32 project addition to commission
and capitalize by Dec-23. (5) By FY25E, management expects HFC portfolio
to operate at 80-85% utilizations (6) Aluminum foil project to be commercialized
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by early Dec-23 (7) BOPP Capacitor grade project to be commercialized within
30 months, nominal capacity to be 4500 MTPA with IRR of 16-18% & payback
period of 5 years (8) Management expects to get into specialty fluoropolymers
such as FKM & FEP at earliest (9) PTFE: sales volumes to be ~100-150 tons
per month for Q4FY24E (10) Technical textiles will see some uptick due to
spike in caprolactum prices. (11) For FY24E, fluorochemicals segment too is
expected to witness subdued performance. (12) Long term basis, specialty
chemicals should give better returns than fluorochemicals business, according
to management (13) 95% of specialty chemicals business remains contracted
as of Q2FY24.

Exhibit 1: Q2FY24 Result Overview — Consolidated (Rs mn)

Y/e March Q2FY24 Q2FY23 YoY gr. QlFY24 QoQ gr. H1FY24 H1FY23 YoY gr.

Net Revenue 31,774 37,278 -14.8% 33,384 -4.8% 65,157 76,225 -14.5%

Material Cost 16,201 19,529 -17.0% 17,005 -4.7% 33,206 38,107 -12.9%

Gross Profit 15,573 17,749 -12.3% 16,379 -4.9% 31,952 38,118 -16.2%
Gross Margin (%) 49.0% 47.6% 49.1% 49.0% 50.0%

Employee expenses 2,266 1,953 16.1% 2,180 4.0% 4,446 3,895 14.2%

Power and Fuel 3,438 3,737 3,528 6,966 7,840

Other operating expenses 3,416 4,007 -14.8% 3,471 -1.6% 6,887 8,133 -15.3%

Forex 191 361 237 428 610

EBITDA 6,262 7,691 -18.6% 6,963 -10.1% 13,225 17,641 -25.0%
EBITDA margin (%) 19.7% 20.6% 20.9% 20.3% 23.1%

Depreciation 1,612 1,393 15.7% 1,566 3.0% 3,178 2,700 17.7%

EBIT 4,650 6,298 -26.2% 5,396 -13.8% 10,046 14,941 -32.8%

Other income 291 327 -11.1% 118 147.6% 409 426 -4.0%

Interest cost 793 445 78.3% 656 20.8% 1,449 770 88.3%

PBT 4,148 6,181 -32.9% 4,858 -14.6% 9,006 14,597 -38.3%

Tax 1,140 1,371 -16.8% 1,265 -9.8% 2,405 3,707 -35.1%

Sh of ass. / Minority int 0 0 0 0 0

PAT 3,008 4,810 -37.5% 3,593 -16.3% 6,601 10,890 -39.4%

Extra ordinary income/ (exp.) 0 0 0 0 0

Adjusted PAT 3,008 4,810 -37.5% 3,593 -16.3% 6,601 10,890 -39.4%

Adj. PAT margin (%) 9.5% 12.9% 10.8% 10.1% 14.3%

No. of shares (mn) 296 296 -0.1% 296 0.0% 296 296 -0.1%

Adj. EPS (Rs.) 10.2 16.2 -37.4% 12.1 -16.3% 22.3 36.7 -39.4%

Source: Company, PL
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Exhibit 2: Segmental Details (Rs mn)
Y/e March Q2FY24 Q2FY23 YoY gr. Q1FY24 QoQgr. H1FY24 H1FY23 YoY gr.
Segment Revenue (Rs mn) 31,808 37,278 -14.7% 33,387 -4.7% 65,195 76,228 -14.5%
Chemicals Business 14,263 18,302 -22.1% 16,605 -14.1% 30,868 35,526 -13.1%
Packing Film Business 11,215 13,310 -15.7% 10,948 2.4% 22,163 28,270 -21.6%
Technical Textile Business 5,062 4,662 8.6% 4,647 8.9% 9,708 10,372 -6.4%
Others 1,269 1,004 26.4% 1,187 6.9% 2,456 2,060 19.2%
Intersegment Revenue 35 - 3 38 3
Net Revenue (Rs mn) 31,774 37,278 -14.8% 33,384 -4.8% 65,157 76,225
Segment EBIT (Rs mn) 4,941 6,626 -25.4% 5,396 -8.4% 10,455 15,366 -32.0%
Chemicals Business 3,478 5,173 -32.8% 4,601 -24.4% 8,078 10,375 -22.1%
Packing Film Business 773 1,014 -23.8% 513 50.6% 1,286 3,966 -67.6%
Technical Textile Business 750 629 19.1% 607 23.6% 1,356 1,791 -24.3%
Others 331 76 336.0% 232 42.9% 563 144 292.0%
Less: Unallocated & Ol 390 267 46.0% 555 -29.8% 828 910 -9.0%
EBIT Margin (%) 15.5% 17.8% 16.2% 16.0% 20.2%
Chemicals Business 24.4% 28.3% 27.7% 26.2% 29.2%
Packing Film Business 6.9% 7.6% 4.7% 5.8% 14.0%
Technical Textile Business 14.8% 13.5% 13.1% 14.0% 17.3%
Others 26.1% 7.6% 19.5% 22.9% 7.0%

Source: Company, PL

Exhibit 3: Chemicals contri to increase to 55-60%

Exhibit 4: EBIDTA margin to improve with high value add mix
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Exhibit 5: PAT Margins to improve to 12-13%

Source:

Company, PL

Exhibit 6: Revenue to grow at 7% CAGR over FY23-FY26E
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Exhibit 7: Chemicals Segment to be key growth driver Exhibit 8: Topline dropped, headwinds expected over FY24E
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Exhibit 9: Valuation — SOTP based TP at Rs 2156a; Maintain Hold
EBITDA Target Total Enterprise
(Rs mn) EV/EBITDA Value (Rs mn)
FY26E multiple
Chemicals Business 32,815 18.0 5,90,662
Packaging Films Business 7,306 8.0 58,450
Technical Textiles Business 3,529 8.0 28,231
Total Enterprise Value 43,650 6,77,344
less : Net Debt 39,298
6,38,046
No of shares 296
TP 2,156
Source: PL, * Chemicals Business, Target multiple taken at 18x, due to subdued
outlook
October 30, 2023 4
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Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY23 FY24E FY25E FY26E Y/e Mar FY23 FY24E FY25E FY26E
Net Revenues 1,48,703 1,39,847 1,61,298 1,79,041 Non-Current Assets
YoY gr. (%) 19.6 (6.0) 15.3 11.0
Cost of Goods Sold 73,935 68,169 78,820 85,783 Gross Block 1,30,996 1,60,452 1,89,552 2,14,552
Gross Profit 74,767 71,678 82,478 93,258 Tangibles 1,25,785 1,55,241 1,84,341 2,09,341
Margin (%) 50.3 51.3 51.1 52.1 Intangibles 5,211 5,211 5,211 5,211
Employee Cost 8,138 9,090 10,001 11,101
Other Expenses 31,337 31,605 36,453 40,463 Acc: Dep / Amortization 30,498 37,784 46,534 56,637
Tangibles 29,306 36,592 45,343 55,445
EBITDA 35292 30,983 36,024 41,694 Intangibles 11901 1,191 1,101 1,101
YoY gr. (%) 111 (12.2) 16.3 15.7
Margin (%) 23.7 222 223 23.3 Net fixed assets 1,00,498 1,22,668 1,43,018 1,57,916
Tangibles 96,479 1,18,649 1,38,999 1,53,896
Depreciation and Amortization 5,753 7,286 8,750 10,103 Intangibles 4,019 4,019 4,019 4,019
EBIT 29,539 23,696 27,274 31,592 Capital Work In Progress 24,055 24,599 20,499 20,499
Margin (%) 19.9 16.9 16.9 17.6 Goodwill - - . -
Non-Current Investments 4,374 2,733 2,733 2,733
Net Interest 2,048 2,411 2,546 2,688 Net Deferred tax assets (7,906) (7,906) (7,906) (7,906)
Other Income 749 525 603 603 Other Non-Current Assets 682 682 682 682
Profit Before Tax 28,240 21,810 25,331 29,507 Current Assets
Margin (%) 19.0 15.6 15.7 16.5 Investments 4,901 4,901 4,901 4,901
Inventories 22,743 21,073 24,305 26,979
Total Tax 6,617 5,110 5,935 6,913 Trade receivables 17,856 16,793 19,369 21,499
Effective tax rate (%) 23.4 23.4 23.4 23.4 Cash & Bank Balance 6,165 6,946 8,282 13,687
Other Current Assets 2,348 2,209 2,547 2,828
Profit after tax 21,623 16,700 19,396 22,593 Total Assets 1,87,545 2,06,303 2,30,576 2,56,408
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 2,974 2,964 2,964 2,964
Adjusted PAT 21,623 16,700 19,396 22,593 Other Equity 1,00,296 1,14,943 1,31,962 1,51,795
YoY gr. (%) 14.5 (22.8) 16.1 16.5 Total Networth 1,03,271 1,17,907 1,34,926 1,54,759
Margin (%) 14.5 11.9 12.0 12.6
Extra Ord. Income / (Exp) - - - - Non-Current Liabilities
Long Term borrowings 23,115 29,115 29,115 29,115
Reported PAT 21,623 16,700 19,396 22,593 Provisions 608 608 608 608
YoY gr. (%) 14.5 (22.8) 16.1 16.5 Other non current liabilities 3,293 3,293 3,293 3,293
Margin (%) 14.5 11.9 12.0 12.6
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt 20,425 20,258 23,366 25,936
Total Comprehensive Income 21,623 16,700 19,396 22,593 Trade payables 22,313 20,984 24,203 26,865
Equity Shares O/s (m) 296 296 296 296 Other current liabilities 6,428 6,045 6,972 7,739
EPS (Rs) 72.9 56.3 65.4 76.2 Total Equity & Liabilities 1,87,545 2,06,303 2,30,576 2,56,408
Source: Company Data, PL Research Source: Company Data, PL Research
October 30, 2023 5
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Cash Flow (Rs m) Key Financial Metrics
Yl/e Mar FY23 FY24E FY25E FY26E Y/e Mar FY23 FY24E FY25E FY26E
PBT 28,240 21,810 25,331 29,507 Per Share(Rs)
Add. Depreciation 5,753 7,286 8,750 10,103 EPS 72.9 56.3 65.4 76.2
Add. Interest 2,048 2,411 2,546 2,688 CEPS 92.4 80.9 95.0 110.3
Less Financial Other Income 749 525 603 603 BVPS 348.4 397.8 455.2 522.1
Add. Other (1,343) (525) (603) (603) FCF 21 (9-3) 8.6 25.9
Op. profit before WC changes 34,698 30,983 36,024 41,694 DPS 8.8 6.8 7.9 9.1
Net Changes-WC (604) 1,398  (2,573)  (2,128) Return Ratio(%)
Direct tax (5,077)  (5,123) (5,902) (6,886) RoCE 221 15.1 15.4 15.9
Net cash from Op. activities 29,017 27,257 27,549 32,680 ROIC 18.2 12.5 12.7 13.2
Capital expenditures (28,243) (30,000) (25,000) (25,000) RoE 22.9 15.1 15.3 15.6
Interest / Dividend Income 273 525 603 603 Balance Sheet
Others (1,644) 1,641 - - Net Debt : Equity (X) 0.3 0.3 0.3 0.2
Net Cash from Invt. activities (29,614) (27,834) (24,397) (24,397) Net Working Capital (Days) 45 44 44 44
Issue of share cap. / premium - (10) - - Valuation(x)
Debt changes 6,599 5,833 3,107 2,570 PER 30.0 38.8 334 28.7
Dividend paid (2,133)  (2,004) (2,328) (2,711) P/B 6.3 5.5 4.8 4.2
Interest paid (1,945)  (2,411) (2,546)  (2,688) P/CEPS 23.7 27.0 23.0 19.8
Others (325) (49) (49) (49) EV/EBITDA 19.3 22.1 19.1 16.4
Net cash from Fin. activities 2,196 1,358  (1,816)  (2,879) EV/Sales 4.6 4.9 4.3 3.8
Net change in cash 1,599 781 1,337 5,405 Dividend Yield (%) 0.4 0.3 0.4 0.4
Free Cash Flow 635 (2,743) 2,549 7,680 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)
Y/e Mar Q3FY23 Q4FY23 QI1FY24 Q2FY24
Net Revenue 34,697 37,781 33,384 31,774

YoY gr. (%) 37 6.4 (14.3) (14.8)
Raw Material Expenses 16,944 18,884 17,005 16,201
Gross Profit 17,753 18,897 16,379 15,573

Margin (%) 51.2 50.0 49.1 49.0
EBITDA 8,335 9,316 6,962 6,262

YoY gr. (%) (5.4) 1.7) (30.0) (18.6)

Margin (%) 24.0 24.7 20.9 19.7
Depreciation / Depletion 1,507 1,546 1,566 1,612
EBIT 6,829 7,770 5,396 4,650

Margin (%) 19.7 20.6 16.2 14.6
Net Interest 620 659 656 793
Other Income 100 223 118 291
Profit before Tax 6,309 7,334 4,858 4,148

Margin (%) 18.2 19.4 14.6 13.1
Total Tax 1,200 1,709 1,265 1,140

Effective tax rate (%) 19.0 23.3 26.0 275
Profit after Tax 5,109 5,625 3,593 3,008
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT 5,109 5,625 3,593 3,008

YoY gr. (%) 11 (7.1) (40.9) (37.5)

Margin (%) 14.7 14.9 10.8 9.5
Extra Ord. Income / (Exp) - - - -
Reported PAT 5,109 5,625 3,593 3,008

YoY gr. (%) 11 (7.1) (40.9) (37.5)
Margin (%) 14.7 14.9 10.8 9.5
Other Comprehensive Income - - - -
Total Comprehensive Income 5,109 5,625 3,593 3,008
Avg. Shares O/s (m) 296 296 296 296
EPS (Rs) 17.2 19.0 12.1 10.2
Source: Company Data, PL Research
October 30, 2023 6
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Price Chart Recommendation History

&) No. Date Rating TP (Rs.) Share Price (Rs.)
28%0 1 09-Oct-23  Hold 2,143 2,246
2357 2 15-Sep-23  Hold 2,143 2,371
1864
1372

879 :

i S d & N & Q

s g 8 2 8 2 8
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Aarti Industries Hold 472 489
2 Bayer Cropscience Accumulate 4,720 5,270
3 Bharat Petroleum Corporation Hold 353 347
4 Bharti Airtel Accumulate 936 926
5 Clean Science and Technology Hold 1,418 1,410
6 Deepak Nitrite Reduce 1,854 2,125
7 Dhanuka Agritech BUY 950 854
8 Fine Organic Industries Hold 4,710 4,921
9 GAIL (India) BUY 136 125
10 Godrej Agrovet Hold 420 515
11 Guijarat Fluorochemicals Accumulate 3,230 2,846
12 Gujarat Gas Accumulate 480 425
13 Gujarat State Petronet BUY 327 290
14 Hindustan Petroleum Corporation Hold 263 258
15 Indian Oil Corporation Hold 97 90
16 Indraprastha Gas Hold 539 460
17 Insecticides India Accumulate 550 514
18 Jubilant Ingrevia Hold 462 484
19 Laxmi Organic Industries Reduce 220 254
20 Mahanagar Gas Hold 1,056 1,114
21 Manglore Refinery & Petrochemicals Hold 94 96
22 Navin Fluorine International Accumulate 4,128 3,719
23 NOCIL Hold 228 226
24 Oil & Natural Gas Corporation BUY 202 181
25 Qil India BUY 341 296
26 P.I. Industries BUY 4,850 3,421
27 Petronet LNG BUY 225 230
28 Rallis India Reduce 190 217
29 Reliance Industries BUY 2,618 2,266
PL’s Recommendation Nomenclature (Absolute Performance)
Buy 1 > 15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5%to -15%
Sell 1 <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Swarnendu Bhushan- IIT, MBA 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

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