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SRF's revenue growth has picked up pace in FY19, thanks to new capacities

and recovery in the chemicals division.

Revenue growth (in %)

70 Chemicals

60
K
40
30
20

o

Consolidated

-8

Q1
FYig

Chemicals division includes polymer revenues in FY18

Q4
FY19

Source: Company

VIPUL SHARMA/MINT

SRF: Robust growth in
specialty chemicals biz
yields good crop for now
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atience pays. Investorswho held

ontothe SRF Ltd stock, despite

the delayed recovery in its key
specialty chemicals businessvertical,
have beenhandsomely rewarded. The
shares, which had gained less than 1%
in 2018, have surged 19% so far this
calendaryear.

The chemicals business segment
has performed strongly in recent
quarters, lifting overall earnings of the
company.

Revenuesand net profit surged 35%
and 39%, respectively, in FY19. The
performance was boosted by the
chemicals and packaging films divi-
sions, which posted 18-51% reve-
nue growth.

Both chemicals and packaging films
divisions saw capacity

exports to continuein Y20, thanks to
new capacitiesand commercialization
of new molecules.

A similar story is playing out at
SRF's chemicals division. Inits recent
interactions with analysts, the man-
agement exuded confidence in main-
taining its growth momentum, aided
by new capacities and orders.

“Increased enquiries from global
agro-innovatorsalteralong time give
usconfidenceonrobust growthin the
specialty chemical business. Higher
utilization should bringbetter econo-
mies of scale, leading to higher mar-
gins,” Emkay Global Financial Servi-
cesLtd said inanote on SRT.

With the SRT stock reflecting much
of thisoptimism, valuations are mak-
ing some analysts wary. Though the
long-term story remains intact,
sharp run-up in the stock limitssign

icant upside, Sharekhan
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portfolio in the fluoro-
chemicalsspaceisgiving SRF a com-
petitive advantage. Similarly, the
reduction inglobal inventoriesin the
agrochemicalsindustry isdriving new
ordersfor the specialty chemicals divi-
sion.

Further, the new capacities have
comeonstream atan opportune time.
Cost pressures and consolidation
among global agrochemical compa-
nies is yielding new businessopportu-
nities for custom producers such as
SRF and PI Industries Ltd. PI Indus-
tries expects the strong growth in

ments. Even as global
agrochemical companies
are stepping up purchases, news on
the demand and consumptionside is
not encouraging. Relentless rainfall
and flooding have delayed crop sow-
inginthe US. Breakout of the African
swine fever is weighing on soyabean
usage.
Thisdisruption is pushing up crop
prices for now. But coupled with Afri-
“an swine fever and global trade ten-
sions, demand can potentially get
affected, weakening the recovery in
the sector. This is the key risk inves-
torsneed to watch out for.




