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Agri Inputs and Specialty Chemicals
Muted quarter amid demand and margin concern   
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The agri-input space would face the challenge of high channel inventory in a seasonally 
weak quarter along with moderation in prices of key products (like tebuconazole, glyphosate, 
and glufosinate). Thus, we expect soft revenues (except for Coromandel, which would benefit 
from subsidy support) and margin contraction for agri-input companies under our coverage 
universe. Specialty chemical companies continue to face demand challenges amid tough 
global macros, while likely pass-through of lower input price (given the decline in crude-
linked derivatives) would keep margin under check for most companies. Overall, we expect 
agro-chemical companies under our coverage universe to report PAT growth of 12% y-o-y, 
while specialty chemical companies are likely to report a 7% y-o-y PAT decline in Q4FY2023. 
PI Industries, UPL, Vinati Organics, and Gujarat Fluorochemicals are expected to do well 
during the quarter.  

Agri-inputs – High channel inventory and lower product prices for domestic players; UPL 
and PI Industries are better placed: High channel inventories and moderating prices for key 
products would impact revenue growth for domestic-focused agri-input players in a seasonally 
weak quarter. Lower product prices would also result in a y-o-y margin contraction for most 
companies in the space. We expect UPL to perform well, given the exposure to global markets 
and the benefit of backward integration, while growth of PI Industries would be driven by the CSM 
export business though growth is expected to moderate given high base. Overall, we expect our 
agri-input coverage universe to deliver revenue growth of 11% y-o-y, margin contraction of 100 
bps y-o-y, and earnings growth of 12% y-o-y in Q4FY2023. 

Specialty chemicals – Mixed bag; macroeconomic headwinds key concern for demand: 
Specialty chemical companies (especially Atul Limited, Aarti Industries, and NOCIL) would 
continue to face demand-side challenges amid tough global macroeconomic conditions. 
However, certain players such as Vinati Organics would benefit from project-specific ramp-
ups. Overall, we see muted revenue growth of just 2% y-o-y for specialty chemical companies 
under our coverage in Q4FY2023. Any pass-through of lower input cost and weak volume would 
mean a decline in EBITDA margin. Overall, we expect specialty chemical companies under our 
coverage to post a PAT decline of 7% y-o-y. Vinati Organics and Gujarat Fluorochemicals are 
expected to post robust 27%/51% y-o-y PAT growth. 

Near-term demand/margin concern to persist for Indian specialty chemical players; long-
term growth outlook intact, given China/Europe Plus One opportunity: Near-term demand 
concerns are expected to persist for specialty chemical players with high exposure to exports/
discretionary sectors, given concerns of global economic slowdown. Having said that, supply 
chain disruptions in China and the recent closure of several chemical plants in Europe due 
to elevated gas prices provide a tactical opportunity for Indian specialty chemical players to 
increase their global market share in the chemical space. Moreover, global best practices for 
manufacturing standards, R&D capabilities, and accelerated capex plan of Indian specialty 
chemical companies along with the government’s pro-growth policies will act as further 
catalysts for growth and drive sustainable high earnings growth for the sector. Overall, normal 
monsoon and high crop prices also bode well for good growth in the earnings of agri-input 
players. 

Our Call

Valuation: The Indian speciality chemicals sector is well poised to capitalise on worldwide 
tailwinds and expand its global market share to 7-8% in the next few years from 4% currently, 
supported by structural drivers, including China Plus One strategy, import substitution, and 
opportunities emerging from the recent supply chain disruption in China. The recent fall in the 
stock price of quality companies (SRF, PI Industries, , Vinati Organics and Gujarat Fluorochemical) 
provides a good entry opportunity as the long-term earnings growth outlook remains intact. 

Key risks

 � High raw-material cost for agri and speciality chemical companies might affect margins if 
they are unable to pass it on to customers. 

 � Lower demand offtake for products of specialty chemicals players owing to slowdown in 
economic activity may also affect earnings. 

Leaders for Q4FY2023: PI Industries, UPL, Vinati Organics, and Gujarat Fluorochemicals.   

Laggards for Q4FY2023: Atul, Aarti Industries, SRF, Sudarshan Chemical, NOCIL, and 
Insecticides (India).   

Preferred Picks: UPL, PI Industries, Sumitomo Chemical India, SRF, NOCIL, Vinati Organics, and 
Gujarat Fluorochemicals.

Summary

 � Q4 is generally a soft quarter for agri-input companies. Growth and margins of companies, especially 
domestically focused companies, will be impacted by high channel inventories along with lower 
product prices. UPL and PI Industries are better placed in the space.  

 � Specialty chemical companies are expected to post muted revenue growth amid challenging global 
macros, while lower operating leverage and pass-through of the decline in input cost should result in 
margin contraction. Vinati and Gujarat Fluorochemicals are expected to post strong y-o-y earnings 
growth.   

 � Near-term demand concerns persist for specialty chemical players; however, ‘Europe +1’ opportunity 
and scope for market share gain for Indian chemical players make us optimistic on the medium-to-
long term growth outlook. The recent fall in the stock price of quality companies (SRF, PI Industries, 
Vinati Organics, and Gujarat Fluorochemicals) makes valuation reasonable and provides a good 
entry opportunity.  

 � Preferred Picks: UPL, PI Industries, Sumitomo Chemical India, SRF, NOCIL, Vinati Organics, and 
Gujarat Fluorochemicals.

Price chart

Q4FY2023 Results Preview

Sector: Agri Inputs and Specialty 
Chemicals

Sector View: Positive

Source: BSE; Sharekhan Research

Our coverage universe

Companies
CMP 
(Rs)

Reco.
PT 

(Rs)

Agri Inputs

Coromandel 
International

924 Buy 1,155

Insecticides (India) 500 Buy 690

PI Industries 3,029 Buy 4,200

UPL 726 Buy 930

Sumitomo 
Chemical India

440 Buy 550

Speciality Chemicals

Aarti Industries 537 Hold 590

Atul Limited 7,035 Hold 7,700

NOCIL 212 Buy 275

SRF 2,369 Buy 2,960

Sudarshan 
Chemical

417 Hold 430

Vinati Organics 1,838 Buy 2,500

Gujarat 
Fluorochemical

3,130 Positive 3,865

Source: Sharekhan Research
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Q4FY2023 results estimates

Company 
Sales (Rs cr) OPM (%) PAT (Rs cr)

Q4 
FY23E

Q4 
FY22

YoY  
(%)

QoQ 
(%)

Q4 
FY23E

Q4 
FY22

YoY 
(bps)

QoQ 
(bps)

Q4 
FY23E

Q4 
FY22

YoY 
(%)

QoQ 
(%)

Agri Inputs 

Coromandel 
International

5,425 4,227 28.3 -34.7 7.6 9.0 -139 -180 304 290 4.8 -42.3

Insecticides 
(India)

303 278 9.0 -15.0 1.8 12.2 -1033 -468 -4 22 NA NA

PI Industries 1,526 1,395 9.4 -5.4 24.5 21.9 264 -123 294 204 43.9 -16.4

UPL 16,894 15,861 6.5 23.5 22.2 22.6 -45 2 1,718 1,547 11.0 55.2

Sumitomo 
Chemical India

738 665 11.0 -2.0 15.2 16.4 -116 -76 83 75 10.7 -8.7

Agri Inputs 
Total

24,886 22,426 11.0 0.7 18.7 19.7 -100 101 2,394 2,138 12.0 14.8

Speciality Chemicals 

Aarti Industries 1,650 1,756 -6.0 -1.1 17.4 19.3 -191 9 130 195 -33.3 -5.0

Atul Limited 1,219 1,370 -11.0 -3.9 14.1 15.0 -86 54 106 126 -15.7 15.8

NOCIL 360 463 -22.2 10.5 12.2 24.1 -1193 61 24 69 -65.8 26.4

SRF 3,778 3,549 6.4 8.9 23.6 26.7 -310 -41 538 606 -11.2 5.3

Sudarshan 
Chemical

564 627 -10.0 6.8 8.0 13.5 -550 11 5 43 -89.6 672.2

Vinati Organics* 535 486 10.0 5.1 31.5 28.6 296 -68 128 101 26.8 2.2

Gujarat 
Fluorochemicals

1,432 1,074 33.4 1.0 34.8 29.9 488 8 334 222 50.6 1.3

Speciality 
Chemicals Total

9,538 9,325 2.3 3.8 22.1 23.0 -95 -1 1,264 1,361 -7.1 4.2

Source: Company; Sharekhan Research, * Standalone

Valuations

Company 
CMP 
(Rs)

EPS (Rs) CAGR 
over 

FY22-
25E (%)

PE (x)

Reco
Price 

Target 
(Rs)FY22 FY23E FY24E FY25E FY22 FY23E FY24E FY25E

Agri Inputs           

Coromandel 
International

924 52.1 68.5 76.4 82.1 16.4 17.7 13.5 12.1 11.2 Buy 1,155

Insecticides (India) 500 36.3 38.0 52.7 67.2 22.8 13.8 13.1 9.5 7.4 Buy 690

PI Industries 3,029 55.0 80.8 98.5 112.7 27.0 55.0 37.5 30.7 26.9 Buy 4,200

UPL 726 51.6 68.4 81.0 93.1 21.7 14.1 10.6 9.0 7.8 Buy 930

Sumitomo Chemical 
India

440 8.5 10.5 13.0 15.2 21.3 51.9 42.0 33.8 29.0 Buy 550

Speciality Chemicals             

Aarti Industries 537 18.2 14.4 20.0 23.8 9.3 29.5 37.4 26.8 22.6 Hold 590

Atul Limited 7,035 204.1 185.2 256.3 298.4 13.5 34.5 38.0 27.4 23.6 Hold 7,700

NOCIL 212 10.6 8.6 12.6 14.8 11.8 20.1 24.6 16.9 14.4 Buy 275

SRF 2,369 63.1 72.9 89.3 101.6 17.2 37.5 32.5 26.5 23.3 Buy 2,960

Sudarshan Chemical 417 18.8 9.9 22.5 - - 22.2 42.1 18.5 - Hold 430

Vinati Organics* 1,838 33.7 46.7 65.0 77.6 32.0 54.5 39.3 28.3 23.7 Buy 2,500

Gujarat 
Fluorochemicals

3,130 71.6 121.5 143.6 164.5 32.0 43.7 25.8 21.8 19.0 Positive 3,865

Source: Company; Sharekhan Estimates, *Standalone

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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