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Chemicals - Others  
Margins of commodity chemicals are falling 

■ Margins of almost all commodity chemicals have stopped rising and now they 
have started declining as well. 

■ We advise caution on phenol, ethyl acetate, DASDA, LiPF6, MEHQ, 4-MAP, 
acetonitrile, ATBS, PDCB, MMA, and epoxy resins as they will do well in 
3QFY23F but don’t extrapolate from this for other quarters. 

■ The only bright spot is HFC. However, remember this bull phase is driven by 
shortsightedness of the US administration and will die down soon.  

Commodity chemicals’ margins are on the decline 
Commodity chemicals’ margins are on the downswing. As it always happens, the decline 

is never linear and hence, one will see volatility during the downtrend in coming quarters.  

All these chemicals were beneficiaries of post-Covid supply chain crisis and demand surge 

(overstocking). However, as things normalize, margins are returning to their long-term 

mean. The most interesting things in the Indian market currently are lithium-ion battery 

electrolytes and additives. Any company that produces, or claims it can produce these 

things, or is in the process of installing the plant (or even a pilot plant) is getting an 

astronomical valuation (please see the valuations of Neogene and Gujarat Fluorochemicals 

or GFL). However, LiPF6 itself is getting replaced in global markets by LiFSi, and its 

additives like vinylene carbonate (VC) and fluoroethylene carbonate (FEC) are also fast 

becoming outdated (negative for Ami Organics – NOT RATED). 

Refrigerants are propelling SRF and GFL, but not for long 
The US, via implementation of The AIM Act, which was included in the Consolidated 

Appropriations Act, 2021 (passed in late 2021), directed the Environmental Protection 

Agency or EPA to phase down production and consumption of hydrofluorocarbons or HFCs 

in the US by 85 per cent over the next 15 years. This Act proposed a dramatic reduction in 

production and consumption of HFCs. While production is easy to monitor but to comply 

with 2023 guidelines, companies may have started to reduce production since the 

beginning of 2022. HFC-125 has the highest MMTVe and hence, to comply with 2023 

guidelines, American producers may have started cutting production of HFC-125 

aggressively which has led to the biggest surge in HFC-125 prices. This anomaly will 

correct soon and more so, given the slowdown in the western world. Beware of 

extrapolating from 2QFY23F numbers of SRF (REDUCE) and Gujarat Fluorochemicals 

(REDUCE). Deepak Nitrite will have another soft quarter. DASDA never took off and phenol 

spreads are falling. 

Astronomical valuations leave no scope for further rise 
Trailing earnings multiple is the right way to look at the chemical sector as no one knows 

the growth trajectory. Trusting management commentary on commodity chemicals has 

never been a wise strategy (see steel prices peaking in May 2021). Like the capital goods 

sector in 2007-08, we believe the chemical sector has already touched its multi-year peak. 

We retain our underweight rating on the sector. 

Figure 1: Sector P/E doesn’t leave much negative surprise; maintain UNDERWEIGHT 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Highlighted Companies 

 

Aarti Industries 

REDUCE, TP Rs625, Rs855 close  

Lack of pricing power makes it vulnerable 
to input price shocks while high valuation 
makes its stock price susceptible to a steep 
correction. 

Clean Science and Technology 
REDUCE, TP Rs847, Rs1852 close  

Clean Science and Technology is one of 
the costliest chemical stocks in India, 
trading at 82x FY22 EPS and forecasted 
EPS CAGR of 14%. 

Meghmani Finechem Ltd 

ADD, TP Rs2151, Rs1587 close  

Riding on the back of expansion in niche 
products that can substitute imports (ECH, 
chloro toluene), EPS is likely to grow at a 
30% CAGR over FY22-25F. 

Summary Valuation Metrics 
P/E (x) Mar22-A Mar23-F Mar24-F 
Aarti Industries 30.22 48.41 33.6 

Clean Science and 
Technology 

86.14 74.08 65.54 

Meghmani Finechem Ltd 26.08 18.32 14.76 

    

P/BV (x) Mar22-A Mar23-F Mar24-F 

Aarti Industries 7.18 6.43 5.58 

Clean Science and 
Technology 

25.61 20.87 17.31 

Meghmani Finechem Ltd 9.08 5.08 3.78 

    

Dividend Yield Mar22-A Mar23-F Mar24-F 

Aarti Industries 0.69% 0.43% 0.62% 

Clean Science and 
Technology 

0% 0% 0% 

Meghmani Finechem Ltd 0% 0% 0% 
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Margins of commodity chemicals are falling 

All commodity chemicals’ margins are on the decline 

Figure 2: LiPF6’s (most-hyped electrolyte in Indian stock 
market) margins are falling - negative for Gujarat 
Fluorochemicals (REDUCE) 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Figure 3: Prices of lithium-ion battery electrolyte additives are 
also declining - negative for Ami Organics (NOT RATED)  

 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 4: Rising lithium carbonate prices will exert further 
pressure on LiPF6 prices 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Figure 5: LiPF6 prices are also collapsing as a better 
alternative, LiFSi, is coming to the market  

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 6: ATBS does well, but may not last long… 

 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Figure 7: …as falling acrylonitrile prices will recover in some 
time 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 8: MEHQ (hydroquinone monomethyl ether) is still doing 
fine, but Vinati Organics’ entry will destroy this small market - 
negative for Clean Science (REDUCE) 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Figure 9: 4-methoxy acetophenone is also on the decline mode- 
negative for Clean Science (REDUCE) 

 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 10: Aarti Industries may get repriced in 2QFY23F as it is 
taking advantage of falling raw material prices, but eventually it 
will lead to a fall in product prices as well 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Figure 11:  Falling bisphenol-A spreads will help Atul to regain 
a part of its margin in the Lapox product series (but we reckon 
it will be temporary) 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 12: Cresols are still doing fine and hence, one can 
expect flattish YoY EBITDA for Atul in 2QFY23F 

 
SOURCE: COMPANY REPORTS, INCRED RESEARCH 

Figure 13: YoY performance of amine companies is looking 
good - in terms of product spreads 

 
SOURCE: COMPANY REPORTS, INCRED RESEARCH 

 

Figure 14: However, flattish acetonitrile spreads don’t look 
good for Alkyl Amine’s (NOT RATED) prospects in 2QFY23F 

 
SOURCE: COMPANY REPORTS, INCRED RESEARCH 

Figure 15: Chemplast (NOT RATED) may do better QoQ in 
2QFY23F, but way behind its performance in 2QFY22 

 
SOURCE: COMPANY REPORTS, INCRED RESEARCH 

 

Figure 16: Phenol will have no joy, but may have some respite 
QoQ 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Figure 17: DASDA’s prospects remains negative 

 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 
  

0

20

40

60

80

100

120

140

160

180

200

 F
Y

1
9

 Q
1

 F
Y

1
9

 Q
2

 F
Y

1
9

 Q
3

 F
Y

1
9

 Q
4

 F
Y

2
0

 Q
1

 F
Y

2
0

 Q
2

 F
Y

2
0

 Q
3

 F
Y

2
0

 Q
4

F
Y

2
1
 Q

1

F
Y

2
1
 Q

2

F
Y

2
1
 Q

3

F
Y

2
1
 Q

4

F
Y

2
2
 Q

1

F
Y

2
2
 Q

2

F
Y

2
2
 Q

3

F
Y

2
2
 Q

4

F
Y

2
3
 Q

1

F
Y

2
3
 Q

2

R
s

/k
g

 Cresol Spreads

0

10

20

30

40

50

60

70

Choline
Chloride
Spreads

 Dimethyl
AmineSpreads

Diethyl Amino
Ethanol
Spreads

Di methyl
Amino Ethanol

Spreads

R
s

/k
g

202.2 
220.3 

0

50

100

150

200

250

300

 F
Y

1
8

 Q
1

 F
Y

1
8

 Q
2

 F
Y

1
8

 Q
3

 F
Y

1
8
 Q

4

 F
Y

1
9

 Q
1

 F
Y

1
9

 Q
2

 F
Y

1
9

 Q
3

 F
Y

1
9

 Q
4

 F
Y

2
0

 Q
1

 F
Y

2
0
 Q

2

 F
Y

2
0

 Q
3

 F
Y

2
0

 Q
4

 F
Y

2
1

 Q
1

 F
Y

2
1

 Q
2

 F
Y

2
1

 Q
3

 F
Y

2
1
 Q

4

 F
Y

2
2

 Q
1

 F
Y

2
2

 Q
2

 F
Y

2
2

 Q
3

 F
Y

2
2

 Q
4

 F
Y

2
3

 Q
1

 F
Y

2
3
 Q

2

R
s

/.
k

g

Acetonitrile Spraeds

11.16 

23.83 

20.66 

16.80 

6.52 

14.75 

0

5

10

15

20

25

30

FY22 Q1 FY22 Q2 FY22 Q3 FY22 Q4 FY23 Q1 FY23 Q2

R
s

/k
g

PVC Spreads over VCM

0

10

20

30

40

50

60

J
u

l-
2
1

A
u
g

-2
1

S
e
p

-2
1

O
c
t-

2
1

N
o

v
-2

1

D
e

c
-2

1

J
a

n
-2

2

F
e

b
-2

2

M
a

r-
2
2

A
p
r-

2
2

M
a

y
-2

2

J
u

n
-2

2

J
u

l-
2
2

A
u
g

-2
2

R
s

/k
g

Overall  Phenol Spread/tonne

-400

-200

0

200

400

600

800

1000

 F
Y

1
9

 Q
1

 F
Y

1
9
 Q

2

 F
Y

1
9

 Q
3

 F
Y

1
9

 Q
4

 F
Y

2
0

 Q
1

 F
Y

2
0

 Q
2

 F
Y

2
0

 Q
3

 F
Y

2
0

 Q
4

 F
Y

2
1

 Q
1

 F
Y

2
1

 Q
2

 F
Y

2
1

 Q
3

 F
Y

2
1

 Q
4

 F
Y

2
2

 Q
1

 F
Y

2
2

 Q
2

 F
Y

2
2

 Q
3

 F
Y

2
2

 Q
4

 F
Y

2
3

 Q
1

 F
Y

2
3

 Q
2

R
s

/K
g

Series2



 

 

Chemicals │ India  

 Chemicals - Others │ September 25, 2022 
 

 

 

 

5 
 

Figure 18: Laxmi Organics can register a very bad performance 
in 2QFY23F 

 
SOURCE: COMPANY REPORTS, INCRED RESEARCH 

Figure 19: ECH import prices are rising as Chinese supply 
bottlenecks have not eased 

 
SOURCE: COMPANY REPORTS, INCRED RESEARCH 

 

Figure 20: However, import prices of glycerin are falling…  

 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Figure 21: …leading to a rapid increase in ECH spreads, which 
is positive for Meghmani Finechem (ADD) 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 22: HFC-32 prices are higher QoQ but lower YoY 

 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Figure 23: HFC-125 performance has been stellar, and it 
continues to do well; YoY spreads are up 12x 

 
SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 
  

-5

0

5

10

15

20

25

F
Y

1
9
 Q

2

F
Y

1
9
 Q

3

F
Y

1
9
 Q

4

F
Y

2
0
 Q

1

F
Y

2
0
 Q

2

F
Y

2
0
 Q

3

F
Y

2
0
 Q

4

F
Y

2
1
 Q

1

F
Y

2
1
 Q

2

F
Y

2
1
 Q

3

F
Y

2
1
 Q

4

F
Y

2
2
 Q

1

F
Y

2
2
 Q

2

F
Y

2
2
 Q

3

F
Y

2
2
 Q

4

F
Y

2
3
 Q

1

F
Y

2
3
 Q

2

R
S

/k
g

Ethy Acetate Spreads

0

50

100

150

200

250

300

J
a

n
-1

7

M
a

y
-1

7

S
e
p

-1
7

J
a

n
-1

8

M
a

y
-1

8

S
e
p

-1
8

J
a

n
-1

9

M
a

y
-1

9

S
e
p

-1
9

J
a

n
-2

0

M
a
y
-2

0

S
e
p

-2
0

J
a

n
-2

1

M
a

y
-2

1

S
e
p

-2
1

J
a

n
-2

2

M
a

y
-2

2

R
s

/K
g

Rate

0

20

40

60

80

100

120

140

160

180

J
a

n
-1

7

M
a

y
-1

7

S
e
p

-1
7

J
a

n
-1

8

M
a

y
-1

8

S
e
p

-1
8

J
a

n
-1

9

M
a

y
-1

9

S
e
p

-1
9

J
a
n
-2

0

M
a

y
-2

0

S
e
p

-2
0

J
a

n
-2

1

M
a

y
-2

1

S
e
p

-2
1

J
a

n
-2

2

M
a

y
-2

2

R
s
/k

g

Glycerine

-50

0

50

100

150

J
a

n
-1

7

M
a

y
-1

7

S
e
p

-1
7

J
a

n
-1

8

M
a
y
-1

8

S
e
p

-1
8

J
a

n
-1

9

M
a

y
-1

9

S
e
p

-1
9

J
a

n
-2

0

M
a

y
-2

0

S
e
p

-2
0

J
a

n
-2

1

M
a

y
-2

1

S
e
p

-2
1

J
a

n
-2

2

M
a

y
-2

2

R
s

/t
o

n
n

e

 ECH Spreads over RM in Glycerine route
 Average
 +1 SD
 +2 SD
 -1 SD
 -2 SD

0

100

200

300

400

500

600

700

F
Y

2
1
 Q

4

F
Y

2
2
 Q

1

F
Y

2
2
 Q

2

F
Y

2
2
 Q

3

F
Y

2
2
 Q

4

F
Y

2
3
 Q

1

F
Y

2
3
 Q

2

R
s

/k
g

Realisation HFC-32

0

200

400

600

800

1000

1200

1400

1600

F
Y

2
1
 Q

4

F
Y

2
2
 Q

1

F
Y

2
2
 Q

2

F
Y

2
2
 Q

3

F
Y

2
2
 Q

4

F
Y

2
3
 Q

1

F
Y

2
3
 Q

2

A
x

is
 T

it
le

HFC 125 Spreads over RM



 

 

Chemicals │ India  

 Chemicals - Others │ September 25, 2022 
 

 

 

 

6 
 

Figure 24: Even R-134A’s spreads over raw material are higher 
YoY 

 
SOURCE: COMPANY REPORTS, INCRED RESEARCH 

Figure 25: Same is the case with R-22, as its margins are rising 
over raw material 

 
SOURCE: COMPANY REPORTS, INCRED RESEARCH 

  

0

50

100

150

200

250

300

350

400

450

500

F
Y

2
1
 Q

4

F
Y

2
2
 Q

1

F
Y

2
2
 Q

2

F
Y

2
2
 Q

3

F
Y

2
2
 Q

4

F
Y

2
3
 Q

1

F
Y

2
3
 Q

2

R
s

/k
g

R-134A Spreads over RM

0

20

40

60

80

100

120

140

F
Y

2
1
 Q

4

F
Y

2
2
 Q

1

F
Y

2
2
 Q

2

F
Y

2
2
 Q

3

F
Y

2
2
 Q

4

F
Y

2
3
 Q

1

F
Y

2
3
 Q

2

R
-2

2
 m

a
rg

in
 o

v
e

r 
R

M

Margin over RM



 

 

Chemicals │ India  

 Chemicals - Others │ September 25, 2022 
 

 

 

 

7 
 

DISCLAIMER  
 

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research 
Services Private Ltd.(formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with 
SEBI as a Research Analyst vide Registration No. INH000007793. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its 
trademark for use in this report. 

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related companies. This report is not 
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, 
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing 
requirements within such jurisdictions. 

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, 
stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any 
purpose without the prior written consent of IRSPL. 

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.  

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity 
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this 
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant; 
(ii) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy, 
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their 
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including 
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market 
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market. 
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information 
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is 
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are 
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of 
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose 
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any 
person to buy or sell any investments. 

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of 
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their 
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among 
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or 
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. 
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or 
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

IRSPL may have issued other reports (based on technical analysis, event specific, short term views etc.) that are inconsistent with and reach different 
conclusion from the information presented in this report. 

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report 

 

 
 
  



 

 

Chemicals │ India  

 Chemicals - Others │ September 25, 2022 
 

 

 

 

8 
 

 Analyst/ 

Relative 

Entity/ 

Associates 

any financial interests in the company covered in this report (subject company) and nature of such financial 
interest 

NO NO 

actual/beneficial ownership of 1% or more in securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report  

or date of the public appearance;  

NO NO 

any other material conflict of interest at the time of publication of the research report  

or at the time of public appearance  
NO NO 

received any compensation from the subject company in the past twelve months 

for investment banking or merchant banking or brokerage services or investment advisory or depository or 
distribution from the subject company in the last twelve months for products/services other than investment 
banking or merchant banking or broker- age services or investment advisory or depository or distribution from 
the subject company in the last twelve months 

NO NO 

managed or co-managed public offering of securities for the subject company in the last twelve months NO NO 

received any compensation or other benefits from the subject company or third party in connection with the 
research report 

NO NO 

served as an officer, director or employee of the subject company NO NO 

been engaged in market making activity for the subject company NO NO 

 

Analyst declaration 

• The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his 
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and 
autonomously in an unbiased manner. 

• No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or 
view(s) in this report or based any specific investment banking transaction. 

• The analyst(s) has(have) not had any serious disciplinary action taken against him/her(them). 

• The analyst, strategist, or economist does not have any material conflict of interest at the time of publication of this report. 

• The analyst(s) has(have) received compensation based upon various factors, including quality, accuracy and value of research, overall firm 
performance, client feedback and competitive factors. 

 

IRSPL and/or its affiliates and/or its Directors/employees may own or have positions in securities of the company(ies) covered in this report or any 
securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. 

 

IRSPL and/or its affiliates and/or its Directors/employees may do and seek to do business with the company(ies) covered in this research report and 
may from time to time (a) buy/sell the securities covered in this report, from time to time and/or (b) act as market maker or have assumed an 
underwriting commitment in securities of such company(ies), and/or (c) may sell them to or buy them from customers on a principal basis and/or (d) 
may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) 
and/or (e) solicit such investment, advisory or other services from any entity mentioned in thisreport and/or (f) act as a lender/borrower to such 
company and may earn brokerage or other compensation. However, Analysts are forbidden to acquire, on their own account or hold securities 
(physical or uncertificated, including derivatives) of companies in respect of which they are compiling and producing financial recommendations or 
in the result of which they play a key part.  
 

 
 


