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SRF Ltd reported a topline de-growth of ~8% YoY to I18,578mn on the back of drop in
its segments such as technical textiles and packaging solutions which declined 34% & 3%
YoY in Q4FY20. Packaging solutions segment reported drop in revenues due to lower
product prices whereas technical textiles revenues declined amid persisting weakness in
the automobiles segment in Q4FY20. In FY20, topline grew to ¥72,094mn on the back of
robust volume led growth in agrochemical revenues however partly offset by decline in
technical textiles, weakness in refrigerants and slowdown in automobile sector.

EBITDA grew by 1.2% to I3884mn on account of lower operating expenditure while
EBITDA margins expanded by 186 bps to 20.9% in the mentioned quarter. In FY20,
EBITDA surged 10.4% YoY to 314,584mn from %13,209mn and EBITDA margins
improved by 163 bps to 20.2%.

PAT dropped to I1858mn (down~2.7% YoY & ~45.8% QoQ) on account of subdued
operating profit & higher interest expense. PAT margins stood at 10.0% vs. 9.5%/18.5%
in Q4FY19/Q3FY20 respectively.

Earnings Highlights

Nifty 9,973
Sensex 33,781
Key Stock Data
CMP 33,683
Market Cap (Xmn) 2,11,704
52W High/Low 4,259/2,492
Shares o/s (mn) 57
Shareholding pattern Mar 2020
Promoters 52.3%
Fll 18.3%
DIl 11.3%
Public & Others 18.1%

(& mn)
Particulars FY18 FY19 FY20
Net Sales 55,890 70,996 72,094
EBITDA 9,062 13,209 14,584
Net Profit 4,617 6,416 10,191
EPS X/ share) 80.4 111.6 177.3
RoNW (%) 13.0% 14.3% 18.6%
RoCE (%) 9.3% 13.0% 13.0%
EV/EBITDA (x) 26.5 18.5 16.8

Source: Company Data, Way2Wealth Inst Equity
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Covid-19 impacts company’s topline = SRF Ltd reported a topline de-growth of ~8%
YoY to %18,578mn on the back of drop in its segments such as technical textiles and
packaging solutions which declined 34% & 3% YoY in Q4FY20. Packaging solutions
segment reported drop in revenues due to lower product prices whereas technical textiles
revenues declined amid persisting weakness in the automobiles segment in Q4FY20.
While, Chemicals segment reported strong growth especially in specialty chemicals
segment however offset by weakness in refrigerants business. In FY20, topline grew to
72,094mn on the back of robust volume led growth in agrochemical revenues however
partly offset by decline in technical textiles and weakness in refrigerants coupled with
slowdown in automobile sector.

Lower Operating Expenses despite sales decline aided margin expansion — EBITDA
grew by 1.2% to I3,884mn on account of lower operating expenditure despite sales
decline while EBITDA margins expanded by 186 bps to 20.9% in the mentioned quarter.
Operating expenditure such as Raw material expenses plunged17% YoY to 39,175mn
from ¥11,083mn in Q4FY19. In FY20, EBITDA surged 10.4% YoY to 314,584mn from
$13,209mn and EBITDA margins improved by 163 bps to 20.2%.PAT for the quarter
dropped to T1858mn (down~2.7% YoY & ~45.8% QoQ) on account of subdued
operating profit& higher interest expense while PAT margins stood at 10.0% vs.
9.5%/18.5% in Q4FY19/Q3FY20 respectively.

Capex & Earnings Outlook — Management highlighted it plans to incur capex of
%12,000%13,000mn in FY21E. Also it expects specialty chemicals segment to grow by
20-25% in FY21E notwithstanding near-term headwinds and margins for the packaging
business to moderate in FY21 amid surplus supply additions across key geographies.
Management indicated new packaging film plant in Thailand (BOPET film line of 40kMT
at capex of USD51mn) was commissioned during QF4Y20 and is expected to ramp up
over the next few quarters while BOPET plant in Hungary is expected to be commissioned
by July 2020.

Valuation & Recommendation

Tel: +9122-4019 2910

yogitadesai@way2wealth.com

Quarterly performance of the company was impacted due to Covid-19 pandemic,
sluggishness in white goods and auto slowdown. We expect SRF Ltd to witness near term pain
on the back of subdued demand from automotive sector impacting refrigerants and technical
textiles business and competitive intensity in its packaging solutions business. However, we
believe company would report higher numbers post FY21E on account of higher revenues from
chemicals segment, increased share of value added products, demand recovery in technical
textiles business and higher asset turns from its packaging solutions business. At CMP of I3683
company is trading at ~20.8x FY20P/E and 16.8x FY20EV/EBITDA. Currently, we have
not rated the stock and kept it under review for any rating/recommendation.

Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200002739

No. 14, Frontline Granduer, Walton Road, Bangalore-560001; Website: www.way2wealth.com Email: research@way2wealth.com

U WAY2WEALTH

Way2wealthResearch is also available on Bloomberg WTWL<GO>


mailto:yogitadesai@way2wealth.com
https://www.way2wealth.com/
https://www.way2wealth.com/

W WAY2WEALTH SRF Ltd.

Result Update
I ReéscarchiDesk =<4, P
June 13t, 2020

Quarterly Financials

(T mn)
Particulars (Consolidated) Q4FY20 Q4FY19 Y-0-Y(%) Q3FY20 Q-0-Q(%)
Sales 18,578 20,142 -7.8% 18,505 0.4%
Raw Material Expenses 9,175 11,083 -17.2% 9,328 -1.6%
Power & Fuel Cost 1,716 1,577 8.8% 1,821 -5.7%
Employee Cost 1,470 1,366 7.6% 1,368 7.5%
Other operating expense 2,334 2,280 2.4% 2,088 11.8%
Total Expenditure 14,694 16,306 -9.9% 14,603 0.6%
EBITDA 3,884 3,836 1.2% 3,902 -0.5%
EBITDA Margin (%) 20.9% 19.0% 186 bps 21.1% (17.8 bps)
Depreciation 1,014 964 5.2% 1,019 -0.5%
EBIT 2,870 2,873 -0.1% 2,883 -0.4%
EBIT Margin (%) 15.4% 14.3% 119 bps 15.6% (13.1 bps)
Interest 737 538 36.8% 348 112%
Other Income 63 163 -61.3% 56 13.7%
PBT 2,196 2,497 -12.0% 2,591 -15.2%
Taxes 255 619 -58.8% -864 -129.5%
PAT 1,942 1,878 3.4% 3,455 -43.8%
Profit from discontinuing operations -84 30.8 -373% -25 236%
Total Profit of the year* 1,858 1,909 -2.7% 3,430 -45.8%
PAT Margins% 10.0% 9.5% 52.12bps 18.5% (853.6 bps)
EPS R.) 32.32 33.21 -2.7% 59.67 -45.8%
* Total Profit for the year includes profit for continuing and discontinuing operations
Quarterly Segmental
Particulars (Consolidated) Q4FY20 Q4FY19 Y-0-Y(%) Q3FY20 Q-0-Q(%)
Segmental Revenue
Chemicals 8,819 8,400 5.0% 8,119 8.6%
Technical Textiles 3,168 4,815 -34.2% 3,357 -5.6%
Packaging Solutions 6,015 6,231 -3.0% 6,382 -5.7%
Others 577 709 -19% 691 -16.5%
Less : Intersegment Revenue - 12 NA 43 NA
Total Segmental Revenue 18,578 20,142 -7.8% 18,505 0.4%
Segmental EBIT
Chemicals 1,589 1,660 -4.3% 1,431 11.0%
Technical Textiles 372 563 -33.9% 365 1.9%
Packaging Solutions 1,307 1,057 -23.7% 1,494 -12.5%
Others 52.8 57 -7.4% 82.7 -36.2%
Total EBIT 3,321 3,337 -0.5% 3,372 -1.5%
Segmental EBIT Margins (%)
Chemicals 18.0% 19.8% -17.5 bps 17.6% 39 bps
Technical Textiles 11.7% 11.7% 0.45 bps 10.9% 8.7 bps
Packaging Solutions 21.7% 17.0% 47.7 bps 23.4% -16.7 bps
Others 9.2% 8.1% 10.9 bps 12.0% -28.3 bps
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Chemicals & Refrigerants

»  SRF faced logistics issues during the quarter, which led to delay in product delivery.

»  Due to COVID-19, production facilities were completely closed for 15 days and from mid-
Apr’20, operations started in a phased manner.

»  Management indicated specialty chemicals segment would grow at rate of 20-25% in
FY21E. Also order-book looks strong, as growth is expected in agro and pharmaceutical

segment.

»  Performance in the refrigerants segment was subdued due to prolong and severe slowdown
in auto/white goods sector, leading to lower demand.

»  Price of key refrigerants was low during the quarter. Management stated demand for
refrigerant from OEMs is expected to be muted in the near term however slight pull is
expected from the replacement market on lifting up of the lockdown. The recently
commissioned HFC capacity is expected to ramp up volumes over the next few quarters.

»  Capacity utilization in the refrigerant segment is 70-75% for FY20.

Packaging Solutions

»  SRF delivered strong performance in BOPP and BOPET due to improvement in volumes and
product-mix. In India and internationally, plants were operating at optimum utilization level.

Y

During the lockdown, all plants were operational and functioning at reasonable capacity.

»  Operating margins in this segment should moderate as new lines in the international market
are expected to impact the demand-supply scenario.

»  In May’20, management stated it has commissioned the BOPET film line of 40kMT in Thailand
at a capex of USD51m however commissioning of the BOPET plant in Hungary has been
delayed due to COVID-19, but should commence in Jul’20.

»  Growth from value-added products in packaging solutions business was 20-22% in FY20.

Technical Textiles

»  Performance of Tyre Cord Fabric business was severely impacted due to sluggish domestic
demand.

» Inventory loss of ¥30-40m was reported due to fall in caprolactam prices, a key raw
material.

»  OEM demand may take a longer time to recover, whereas replacement demand is expected
to kick-in by end of 2QFY21.

» Coated and Laminated fabrics business reported stable performance led by new product
launches. Laminated margins were affected due to oversupply in the market.

Others

» Tax rate was lower in FY20 as the company recognized ¥1800mn as income tax benefit
during the year. This is a one-time deferred re-measurement exercise carried out in view of
the Income Tax Ordinance.

A\

The company has enough land at its disposal to expand for the next three years.
» Net debt was higher by I3000mn in FY20. Target is to reduce net debt by I2000-
3000mnin FY21; however, it may change depending on capex.

»  Capex of I8000mn for FY21 (excluding BOPP and resin plant in Thailand and BOPET plant
in Hungary).
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Financials (Consolidated)

(¥ mn)
Income Statement FY17 FY18 FY19 FY20
Net Sales 48,218 55,890 70,996 72,094
YoY Growth 5.0% 15.9% 27.0% 1.5%
EBITDA 9,690 9,062 13,209 14,584
EBITDA Margin 20.1% 16.2% 18.6% 20.2%
Depreciation 2,834 3,158 3,582 3,886
EBIT 6,856 5,904 9,627 10,698
EBIT Margin 14.2% 10.6% 13.6% 14.8%
Interest 1,018 1,239 2,223 2,042
Other income 734 1151 280 491
PBT 6,572 5,817 7,684 9,147
Tax 1,422 1,200 1,769 (12)
Tax Rate 21.6% 20.6% 23.0% -0.1%
Total Profit for the year* 5,150 4,617 6,416 10,191
PAT Margin 10.7% 8.3% 9.0% 14.1%
EPS () 89.7 80.4 111.6 177.3
* Total Profit for the year includes profit for continuing and discontinuing operations
(Tmn)
Balance Sheet (Consolidated) FY17 FY18 FY19 FY20
Share capital 584 584 584 584
Reserves & Surplus 31,242 35,061 40,708 48,748
Net worth 31,827 35,645 41,292 49,333
Long term debt 14,319 19,072 21,613 23,116
Deferred Tax Liability 2,866 2914 3,420 1,755
Other Non-Current liabilities 299 343 185 1,109
Long term Provision 297 334 381 375
Total Non-Current liabilities 17,781 22,662 25,600 26,355
Short term debt 5,456 8,508 11,274 9,554
Current liabilities & Provisions 8,089 10,442 13,824 11,117
Other Current Liabilities 6,495 6,326 6,829 12,342
Short Term Provisions 62 46 60 66
Total Current Liabilities 20,102 25,322 31,987 33,079
Total Liabilities 69,710 83,630 98,879 108,767
Net Block 44,000 51,175 56,053 63,668
Goodwill 49 41 41 6.2
CWIP 2,586 5,588 7,536 13,933
Non- current investments 251 1 1 42
Long term Loans & Advances 423 307 341 439
Other Non- Current Assets 1,605 2,259 3,185 1,617
Total Non-Current Assets 48,915 59,371 67,156 79,704
Current Investment 1,708 1,217 1,005 1,985
Inventories 8,381 9,582 12,247 12,012
Debtors 6,569 6,807 10,288 8,911
Cash & Equivalent & Bank Balances 961 967 1,989 1,255
Other current assets 2,129 4,113 6,083 4,529
Short Term Loans & Advances 1,047 1,573 112 252
Total Current Assets 20,794 24,259 31,273 29,062
Total Assets 69,710 83,630 98,879 108,767
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(¥ mn)
Cash Flow FY17 FY18 FY19 FY20
EBT 6,572 5817 7,684 9,147
Depreciation 2,834 3,158 3,582 3,886
Inc/Dec in working capital (2,556) (1,909) (3,165) (239)
Others 763 890 2,358 1,677
CF from Operating activity 7,614 7,956 10,459 14,472
Inc/dec in Fixed Assets & CWIP (6,133) (11,953) (10,142) (11,803)
Others 50 48 45 156
CF from Investment activity (6,133) (11,953) (10,142) (11,803)
Inc/Dec in debt (4,552) 4,095 2,677 3,205
Dividends paid (829) (829) (836) (969)
Others 2,537 1,686 616 -4226
CF from Financing activity (2,844) 4,951 2,457 (1,990)
Inc/Dec in cash (2,523) (6) 1025 -731
Opening balance 3,399 876 870 1895
Closing balance 876 870 1,895 1,164
Ratio Analysis FY17 FY18 FY19 FY20
Profitability Ratios (%)
EBITDA margins 20.1% 16.2% 18.6% 20.2%
EBIT margins 14.2% 10.6% 13.6% 14.8%
Net profit margins 10.7% 8.3% 9.0% 14.1%
Return Ratios (%)
ROCE 13.3% 9.3% 13.0% 13.0%
ROE 16.2% 13.0% 14.3% 18.6%
ROA 7.4% 5.5% 6.0% 8.4%
Shareholders' Ratios
EPS ) 89.7 80.4 111.6 177.3
BVPS 544.6 610.0 718.4 858.3
DPS (}) 11.8 12.0 12.0 14.0
Liquidity & Solvency Ratios
Current Ratio 1.0 0.9 1.0 0.9
Quick Ratio 0.6 0.6 0.6 0.5
Net Debt/Equity Ratio 0.6 0.8 0.8 0.6
Net Debt/EBITDA 1.9 2.9 2.3 2.2
Interest Coverage Ratio 6.7 4.8 4.3 5.2
Turnover Ratios
Debtor Days 49.7 44.5 52.9 45.1
Inventory Days 126.5 115.3 112.7 118.9
Creditor Days 122.1 125.7 127.2 110.1
Total Asset Turnover 0.69 0.67 0.72 0.66
Valuation Ratios
EV/EBITDA 24.0 26.5 18.5 16.8
P/E 41.1 45.8 33.0 20.8
P/B 6.8 6.0 5.1 4.3
EV/Sales 4.8 4.3 3.4 3.4
EV /EBIT 24.0 26.5 18.5 16.8
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Disclaimer

Analyst Certification: I, Yogita Desai, 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 Yogita Desai, 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 in SRF Ltd. as on June 13, 2020

Name of the Security SRF Ltd.
Name of the analyst Yogita Desai
Analysts’ ownership of any stock related to the information NIL
contained
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.
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