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The coronavirus has a silver-lining for Indian specialty chemicals after all

R.Sreg

sreeram@livemint.com

warily watching the disruption

to global supply chains due to
the coronavirus outbreak, like
therest of the world.

Butunlike others, the domes-
tic specialty chemicals sector,
notably custom producers, are
seeing an opportunity in deepen-
ingrelations with global compa-
nies and expanding supply con-
tracts.

“The world is looking at
de-risking their supply chains,
which are fairly dependent on
China. The chemicals sector in
India has the opportunity for sig-
nificant growth,” said Ashish

I ndia’s chemicals industry is

Bharat Ram, managing director
at SRF Ltd.

PIIndustries Ltd, which gen-
erates a large chunk of its reve-
nue from custom manufacturing,
said it was seeing rising demand
for existing products, and
enquiries. It is raising 32,000
crore through a qualified institu-
tional placement (QIP) to fund
expansions.

“The size of the QIP clearly
highlights the management’s
high level of confidence about
growth, fuelled by new initia-
tives,” Investec Capital Services
(India) Pvt. Ltd said in anote.

PIIndustries’ capital expendi-
ture thrust may as well be a part
of the larger theme of supply-
chain evolution outside China,

Growth chemistry

Pl Industries is expecting to clock 20% annual growth for the next
couple of years, thanks to traction in custom synthesis business.
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which is presently under way.
Environmental challengesand
aclampdown on polluting indus-
triesin Chinaand the disruption
tosuppliesis forcing global com-
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panies to diversify their supplier
base, benefiting India. This is
reflected inacceleration in reve-
nue at the top 10 specialty chemi-
cals companies in recent years,

according toastudy by Avendus
Capital Pvt. Ltd.

Koushik  Bhattacharyya,
directorand head (industrials) at
Avendus Capital, and lead author
of the study, expects the acceler-
ation to continue. However, he
doubtsifone-off events, such as
the coronavirus epidemic, will
trigger amajor supplier realign-
ment immediately.

Even so, Bhattacharyya sees
custom manufacturing evolving
beyond agrochemicals, where
Indian firms co-develop and
invest in niche chemistries.
These molecules may be too
small for global companies to
focus on, but have a wider end-
user market with high profit
margins.

“Part of this trend may be
driven by China,” he said.

The challenge is to keep up
with the environment and regu-
latory compliances. Accidents at
manufacturing plantsare on the
rise. As Ram of SRF pointed out,
much will also depend on the
pace of regulatory approvals.

Thatsaid, such contractsusu-
ally take many years and time to
yield results. Meanwhile, a price
rise due to the prolonged shut-
down at factories in China can
have mixed results for the
domestic industry. While it can
benefit some, such as Aarti
Industries Ltd, it can hurt firms
that depend on China for raw
materials, notably agrochemical
sellers.



