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SRF Ltd.
Q4FY24 Performance Highlights

SRF Ltd. posted improved performance sequentially with consol. revenue from operations
coming in at ¥3,570crs, down -6% YoY but up 17% QoQ. Pricing pressures led to cost of raw
material fell -3% YoY, rose 18% QoQ at ¥1,834crs. This led to gross margin contraction of -
138bps YoY/-44bps QoQ to 48.6% and gross profit of ¥1,736¢rs down -8% YoY/ up +16% QoQ.

With commencement of various sites, the employee cost remains elevated, witnessing 15%
YoY/ 1% QoQ increase to ¥247crs. Additionally, other operating expenses remained on the
higher side rising by +7% YoY / +15% QoQ to I794crs.

Resultantly, EBITDA stood at ¥696crs down -25% YoY / up +23% QoQ leading to EBITDA
margins of 19.5% falling -517bps YoY/ rising +96bps QoQ.

Capitalization of projects led to higher depreciation charge of ¥186¢rs (up +20% YoY / +10%
QoQ). Resultantly, PAT decreased by -25% YoY/ increase +67% QoQ to I422crs.
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Particulars Q4FY24 Q4FY23 Chng Q3FY24 Chng FY24 FY23 Chng
Chemicals Business
Revenue 1,816 2,102 -14% 1,394 30% 6,297 7,411 -15%
Results 498 739 -33% 322 55% 1,627 2,341 -30%
Margins 2% 35% -777 bps 23% 432 bps 26% 32% -574 bps
Packaging Film Business
Revenue 1,182 1,153 3% 1,091 8% 4,489 5,183 -13%
Results 33 41 -19% 45 -26% 207 556 -63%
Margins 3% 4% -76 bps 4% -132 bps 5% 1% -613 bps
Technical Textile Business
Revenue 469 431 9% 458 2% 1,898 1,894 0%
Results 70 48 44% 69 1% 274 262 5%
Margins 14.9% 11% 365 bps 15% -12 bps 14% 14% 63 bps,

Segmental Performance - Chemicals Business

Amid increased competition due to chinses dumping, revenue from Chemicals segment was
were up +30% QoQ (down 14% YoY) to 1,816¢rs. While it also pressured margins, focus on
cost initiatives by the company led to 432bps QoQ expansion (-777bps YoY compressoin) in
segmental margins to 27% during the quarter. Specialty Chemicals Business: New Chinese
capacity additions contributed to the increase in competitive intensity in specialty chemicals
segment. It launched 15 new products in this segment, consisting of 12 for Agrochemicals and
3 for Pharmaceuticals segment. Fluoro-chemicals Business: Owing the Chinese dumping
both to Indian market and overseas markets, sales volumes witnessed pressure leading to sub-
par margins. While Ref gas demand in US may decline owing to fall in quota, other markets can
make up for it. Price improvement witnessed post implementation of Chinese HFC quota and
higher consumption growth.

Chemicals Business
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Nifty 22,104
Sensex 72,776
Key Stock Data
CMP 32,226
Market Cap (3 bn) ~660.00
52W High/Low 32,693.95/2,040.0
Shares ofs (crs) 29.6
Daily Vol. (3M NSE Avg.) 14,734
BSE Code 503806
NSE Code SRF
Bloomberg Code SRF:IN
Shareholding Pattern (%) - Mar'24
Promoter 50.30
Dlls 19.09
Flls 15.98
Public 14.65
Financials
(TCr)
Revenue 14,870 13,139 15,278
EBITDA 3,529 2,584 3,376
EBITDA Margin 24% 20% 22%
Net Profit 2,162 1,336 1,771
EPS 73 45 60
RoE 23% 12% 14%
RoCE 23% 13% 16%
P/E (x) 31 49 37
P/B (x) 6 6 5
EV/EBITDA (x) 20 27 21,
Source: Company Data, Way2Wealth
Relative Performance
Return (%) 1Yr 3Yr 5Yr
SRF -12% 73% 298%
Nifty50 21% 51% 98%
Sensex 18% 50% 96%
Source: Company, Way2Wealth Research
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Packaging Film Business

During Q4FY24, performance of Packaging Film Business (PFB) remained impacted by capacity
additions across India as well as globally, resulting in segmental revenue coming in at¥1,182crs
+3% YoY / +8% QoQ. While increased supply pressured margins, coming in at 3% -76bps YoY/
-132bps QoQ, management is focusing on improving the operational performance through cost
optimization measures. Focus also remains on strengthening of the Value-Add-Product portfolio.
Operations at Hungary plant which were impacted on account of elevated energy costs, which
have started easing out. Operations at Aluminum Foil were commenced on 1st January 2024
and domestic sales have been initiated at the plant with total revenue potential of ~900-1000cr.

Packaging Film Business
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Technical Textile Business

Technical textile business posted stable performance in 4QFY24 with segment revenue coming
in at ¥469crs up 9% YoY / +2% QoQ. While domestic demand for NTCF remained stable,
segments such as Belting Fabrics (BF) and Polyester Industrial Yarn (PIY) witnessed
improvement in performance. Additionally, PIY business saw successful commissioning of
additional capacity during the quarter. Owing to the stable demand scenario, the company was
able to maintain its margins at ~15% sequentially although it fell ~365bps YoY.

Management remains upbeat on near term outlook as the government's emphasis on
infrastructure development likely to drive increased demand for belting fabrics and polyester
industrial yarn.

Technical Textile Business
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Q4FY24 Performance
(<Cr)

Technical Textile Business 469 431 9% 458 2% 1,898 1,894 0%

Chemical Business 1,816 2,102 -14% 1,3% 30% 6,297 7,411 -15%

Packaging Film Business 1,182 1,153 3% 1,091 8% 4,489 5,183 -13%

Others 106 % 13% 114 7% 454 383 19%
Revenue from Operations 3,570 3,778 6% 3,053 17% 13,139 14,870 -12%
Cost of Material 1,834 1,888 -3% 1,555 18% 6,709 7,3% 9%
Gross Profit 1,736 1,890 -8% 1,498 16% 6,430 7,477 -14%
Gross Profit Margin 48.6% 50% -138 bps 49% -44 bps 48.94% 50.28% -134 bps
Employee Expenses 247 214 15% 244 1% 935 814 15%
Other Expenses 794 744 % 689 15% 2,911 3,134 7%
EBITDA 696 932 -25% 566 23% 2,584 3,529 27%
EBITDA Margin 19.5% 25% -517 bps 19% 96 bps 20% 24% -407 bps
Depreciation 186 155 20% 169 10% 673 575 17%
EBIT 510 7 -34% 397 28% 1,911 2,954 -35%
Finance Costs 0 66 3% 67 4% 302 205 48%
Other Income 23 22 5% 19 25% 83 75 1%
PBT 443 733 -40% 348 21% 1,692 2,824 -40%
Tax Expense 21 171 -88% 95 -78% 357 662 -46%
Profit after tax 422 562 -25% 253 67% 1,336 2,162 -38%
PAT Margin 12% 15% -306 bps 8% 353 bps 10% 15% -438 bps
EPS 14.2 19.0 -25% 8.6 67% 45.1 73.0 -38% .

Source: Company, Way2Wealth Research

In Q4FY24, SRF Ltd. posted resilient performance despite facing multiple external challenges,
albeit of temporary nature. Specialty chemical business segment continued to face headwinds
due to inventory rationalization in Agrochemicals as well as new capacity additions in
intermediate product markets led to pricing pressure. In Fluoro-chemical segment, pricing
pressure in Ref gases impacted profitability. However, the management anticipates recovery by
2HFY25 and expects chemicals business as a whole to post ~20% growth in FY25. While
Packaging Films Business continues to witness margin pressures due to capacity additions
globally, resumption of work at Hungary plant supports performance improvement. Management
expects the pressure to continue for next 1-1.5 yrs, however, focus remains on increasing value-
add-product mix to drive sales growth for FY25. Technical Textile Business continues to witness
robust performance on the back of healthy demand for belting fabrics amid increased spend on
infrastructure projects by the Government of India. Going forward as well, management believes
Belting Fabric and Polyester Industrial Yarn segment to drive growth for this segment.

At CMP 2,226, the stock is trading at 28x its FY26e P/E multiple, thus providing a valuation
comfort. Although SRF’s performance was impacted by external challenges which are transitory
in nature, the long term story remains intact. Early signs of recovery in key end-user industries
such as Agrochemical and overseas HVAC markets are visible, which would improve company’s
performance notably by 2HFY25. Thus, we continue to remain bullish on SRF given its
strong capex pipeline and operating leverage to kick in once demand comes back going
forward and recommend to BUY for a good potential upside over the medium term.
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FINANCIALS & VALUATION
(T Cr)

Particulars FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E

Technical Textile Business 1,735 1,358 1,240 2,085 1,894 1,898 2,069 2,317

Chemical Business 2,445 2,975 3,645 5,241 7,411 6,297 7,808 9,370

Packaging Film Business 2,653 2,604 3,292 4,779 5,183 4,489 4,893 5,481

Others 266 273 223 328 383 454 507 584
Revenue from Operations 7,100 7,209 8,400 12,434 14,870 13,139 15,278 17,752
Cost of Material 3,967 3,687 4,019 6,067 7,3% 6,709 7,578 9,053
Gross Profit 3,132 3,522 4,381 6,367 7,477 6,430 7,700 8,698
Gross Profit Margin 44% 49% 52% 51% 50% 49% 50% 51%
Employee Expenses 461 542 621 780 814 935 1,039 1,136
Other Expenses 1,375 1,526 1,626 2,484 3,134 2,911 3,285 3,550
EBITDA 1,297 1,455 2,133 3,103 3,529 2,584 3,376 4,012
EBITDA Margin 18% 20% 25% 25% 24% 20% 22% 23%
Depreciation 358 389 453 517 575 673 826 790
EBIT 939 1,066 1,680 2,586 2,954 1,911 2,550 3,222
Finance Costs 198 201 134 116 205 302 341 260
Other Income 28 49 66 115 75 83 92 107
PBT 768 915 1,613 2,585 2,824 1,692 2,300 3,069
Tax Expense 177 -1 414 696 662 357 529 706
Profit after tax 592 916 1,198 1,889 2,162 1,336 1,771 2,363
PAT Margin 8% 13% 14% 15% 15% 10% 12% 13%
EPS 22 35 40 64 73 45 60 80
P/E Ratio 100 63 55 35 31 49 37 28

Source: Company, Way2Wealth Research
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Disclaimer

Analyst Certification: |, Prasad Hase, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Prasad Hase, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business.
Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental,
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this
report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product,
or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate
for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific objectives,
financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed
or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in
any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not
treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the
law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any
such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either
express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular
purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it.
Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event shall
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are
not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact
from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political
and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to
buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this
material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have interest
in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement SRF Ltd. as on 14 May 2024

Name of the Security SRF Ltd.
Name of the analyst Prasad Hase
Analysts’ ownership of any stock related to the information contained NIL
Financial Interest

Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained

Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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