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Steady chemicals and packaging
films biz save SRF from covid hit

R SreeRan

sreeram@livemint.com

hares of SRF Ltd hitanew
52-week high on Tuesday;

the stockisnowup20%so
far this year. The company
commissioned anew facility to
produce specialty chemicalsin
Gujarat this week. This comes
on theback of a packaging film
plantadditionin Europeandan
approval to set up a chloro-
methanesplantin Gujarat.
The company did fairly well
in the June quarter, too. The
covid-19 hit to the global econ-
omy notwithstanding, it man-
aged to grow operatingprofitby
6.3%. Revenue dropped 12.4%
fromayearearlier. In fact,ana-
lystshaveraised theirearnings
estimates after the chemicals
division reported strong per-
formance. Revenue from the
division rose16.9% last quarter.

Capacity push

The contribution of chemicals and packaging films to overall
revenue rose significantly as SRF added new capacities.
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sionin profit margins, ridingon
robust demand and highersales
of value-added products. “The
packaging films business per-
formed exceedingly well during
the quarter with most of the
plants performing optimally as
this segment belongs to the

“Management essential goods
remains confi- Fluorochemicals, value chain. Mar-
dent  about  tyrecordfabric  ginsexpandeddue
growth in the units reported to the demand-
chemicul§ busi- muted numbers, §up.plygap, result-
ness oWing (0 efiecting sluggish "Einhishervalue
strong visibility < realizations across
on specialty demand in the all Indian and
chemicals (-25% auto sector international oper-
growth outlook ations,” SRF said in

maintained)

despite challenges due to cov-

id-19,” EdelweissSecurities Ltd

analysts said inanote.
Packaging films, the other

large business division,

impressed with strong expan-

astatement.
Comparatively, the fluoro-
chemicals and tyre cord fabric
divisions reported subdued per-
formance, reflecting sluggish
demand from the automobile
sector and room air condition-
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ers (SRF suppliesrefrigerants).
Similarly, SRF warned the
addition of new production
lines in the packaging film
industry could weigh on prices.
Even then, the ramp-up of the
recently commissioned facili-
tiesand firm demand for high-
value packaging should aid vol-
umes and earnings.

The benign outlook for the
two large divisions—chemicals
and packaging films business
(accounting for85% of revenue
last quarter)—are aiding the
stock. While the stock’s valua-
tionsat I8 times FY22 earnings
estimates are not cheap, sus-
tainability of growth momen-
tum in specialty chemicals
remains key. “Strong demand
outlook in specialty chemicals
amid covid-19 remains the core
catalyst for the stock to per-
form,” added Emkay analysts.



