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Fluoropolymers continue to drive numbers with better rF’ N
visibility... | -

GUJARAT FLUOROCHEMICALS
About the stock: Gujarat Fluorochemicals started as a refrigerants manufacturer

and, thereafter, diversified into other areas like speciality chemicals, Particulars
fluoropolymers, new fluoropolymers and bulk chemicals. Particular Amount
Market cap (X Crore) 39,015

e FY25 segmental mix: Bulk chemicals ~14%, Fluorochemicals ~26%,

Result update

Fluoropolymers ~58% and others ~2% FY25 Total Debt [ Crore) 2,080

. . FY25 Cash & Inv (X Crore) 1,875

3 The comp.any has chalked out plans for EV produc.ts_ business Wlth. the EV & Crore) 39.220

mcorporqtlo_n of GFCL EV Products Ltd, a 100% subsidiary of GFL), with a 52 Week H/L 4881/2080

substantial investment plan of X 6000 crore over the next 4- 5 years. Equity Capital (% Crore) 110

Result performance & Investment Rationale: Face Value ) 1
e QI1FY26 - Growth driven by Fluorochemicals and Fluoropolymers — hcreholding pattern

Revenues grew 9% YoY to 1281 crore mainly driven by Fluoropolymers :" %)t Se';':;‘ De::; M“;’:Z ’"';'22:

business (up 16% YoY) whereas Fluorochemicals stood almost flat at 2% Fltmo . 4'9 4'6 4'6 4'3

YoY growth. Commoditized Bulk Chemicals segment de grew 12% YoY to Dlls o6 101 107 118

X148 crore. EBITDA grew 31% YoY to X344 crore and margins stood at Others 230 228 221 217

o o A A 0, .
26.9% (up 458 bps YoY) despite 29 bps YoY decline in GPM to 65.1%. For

Fluoropolymers (62% of sales) the growth was primarily driven by volume

and also favourable product mix change whereas Fluorochemicals (24% of zzzzz "\A zzzz
sales) witnessed improvement in R-22 prices during Q1FY26 and are 20000 M 4,000
expected to increase going forward however flattish trend was mainly due izzzz r““‘ ' izzz
to reduction in sales of R410A/R-125 in the US. Specialty chemicals 5000 1060
segment was stable. Revenues of Bulk Chemicals (12% of sales) declined oo
during quarter and offset the growth due to drop in prices of Caustic Soda $ 3 3 3 % o3

and planned shut down for CMS. ity s000HS) Gujorat Fluorochemicals (RH5)

e High end Fluoropolymers, RF gas to lead momentum; EV next-

Fluoropolymers segment is witnessing recovery and brighter future with
changing global dynamics with the exit of legacy player (3M) and partial
shutdown of Solvay capacity. The traction is witnessed in some high- (Veakness in agrochemical
grade Fluoropolymers which are mostly insulated from the Chinese fluorochemicals spilling beyond FY26.
competition. The company has invested heavily in high-

grade Fluoropolymers capacity build up over the last few years. Research Analyst

(i) Heavy reliance on Fluoropolymers for
overall performance improvement

ICICI Securities — Retail Equity Research

Managements has reaffirmed its ~25% growth for FY26 in Fluoropolymers Siddhant Khandekar

stemming from approvals and commercial orders for high-purity grades siddhant.khandekar@icicisecurities.com
for semiconductors, aerospace, automobiles amongst others. In RF gas,

thanks to retrofitting, GFL has started the commercial production of R-32 Shubh Mehta

ahead of schedule with an initial capacity over ~10000 MT which the shubh.mehta@icicisecurities.com
management aims to ramp up to 20000 MT by end of FY26. Besides this Vedant Nilekar

the EV segment is expected to trickle from second half of this year. We vedant.nilekar@icicisecurities.com

expect Fluoropolymers and the newly inducted battery chemicals segment
to drive growth in the future.

Rating and Target price

e  Our target price is X 4345 based on SoTP valuation.

Key Financial Summary (Base Business — Ex - EV)

Key Financials 3 year CAGR 2 year CAGR

(X Crore) Fy22 Fy23 Fr24 Fy25 (FY22-25) FY26E Fy27e (FY25-27E)
Revenues 3953.6 5684.7 4280.8 4737.0 6.2 5526.9 6443.9 16.6
EBITDA 1168.5 1965.3 907.4 1099.0 -2.0 1575.2 1900.9 315
EBITDA margins (%) 29.56 34.57 21.20 23.20 28.50 29.50
Net Profit 775.9 1323.1 435.0 546.0 -11.1 747.1 948.9 31.8
EPS R) 70.6 120.4 39.6 49.6 67.9 86.3
PE (x) 50.3 29.5 89.7 715 52.3 41.2
EV to EBITDA (x) 34.7 20.6 45.3 37.1 26.1 21.6
RoCE (%) 22.6 315 10.8 10.6 11.8 125
ROE (%) 18.2 24.0 7.3 7.5 9.4 10.7

Source: Company, ICICI Direct Research
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Exhibit 1: Valuation Summary

Valuation Summary
Particulars FY27E (R crore) Multiple EV ( crore)
Base Business FY27E EBITDA (Ex EV) 1,900.9 18 34217
EV business latest deal value 25000
Holding company Discount 35%
Holding company stake 96%
Attributable Enterprice value from EV business 15600
Total EV 49817
Net Debt 1,996
Targeted Mcap 47821
No of shares 11
Per share Value 4345

Source: Company, ICICI Direct Research

Q1FY26 Conference call highlights

Fluoropolymers-

¢ The management maintains the revenue growth guidance of 25% for FY26
to be largely driven by volume.

¢  GFL has secured approvals and commercial orders for high-purity grades
including for semiconductor, aerospace, automobiles amongst others.

¢ Management anticipates benefit from high-value product adoption in
future.

e New Fluoropolymer capacity is expected to reach optimum capacity by end
of FY26.

e  Company further plans to incur capex of ~ X400 crore in FY26 across entire
range of Fluoropolymers.

¢ High end Fluoropolymers approval from Europe are expected in coming
quarter where management plans to ramp up.

e The electrolyte, PVDF, and PTFE binder grades have been established and
are in final stages of customer validation.

¢  Fluoropolymers orderbook remains strong across geographies of US,
Europe, Far East including Japan.

Fluorochemicals/ Bulk Chemicals-

e  GFL commercialised R32 plant in Q2FY26 (over 10KTPA capacity), couple
of quarters ahead of the schedule, through retrofitting.

e  Company further aims to ramp up R32 plant capacity to 20KTPA in phased
manner by end of FY26 primarily for overseas market.

e GFL expects to focus on exports market, and may increase R-410a
business.

e Company witnessed improvement in R22 prices however decline of R-
410A and R-125 volumes in USA led to decline in Fluorochemicals
business.

e Management believes R22 Prices to be stable for remaining quarters.

e  GFL has also shipped the first shipment from retrofitted plant.

e The Bulk Chemicals segment during the quarter was impacted due to fall
in caustic soda prices and planned shutdown of CMS.

Battery Materials (GFCL EV)

e  GFL expects to benefit from a recent legislation in the US which includes
energy storage system for subsidy of US$ 45 per kwh. This amount covers
2/3rd of the battery cost. Management aims to capitalise on this
opportunity by leveraging the customer relationships.

e  GFL’'s LFP chem plant has completed pre-commissioning activities, and the
pilot plant is in the process of developing grades as per customers’
requirements.

e Management expects expect the sales from the EV business to start
trickling in by the second half of this year

Other Aspects

ICICI Securities | Retail Research 2
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e Management is focusing to reduce working capital Total saving of power
and fuel is expected to be ~X120-150 crore on annualized basis.
e  Tariff Impact —

o PTFE, Micro powders and majority of the battery chemicals are
included in the exemption list of the reciprocal tariff rates in the
us.

o Few of GLF’s new fluoropolymers where Tariff would be implied
are highly specialized with very few suppliers globally, and have
a long qualification cycle therefore management believe it will not
be easy to develop an alternate supply chain in short to medium
terms

e For Renewable plant investment construction has started and saving will
start accruing from Q3FY26 with annual saving of ~X150 crore.

ICICI Securities | Retail Research
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Financial Tables

Exhibit 3: P&L Statement (Base Business) X crore

Year end March

Total Operating Income
Growth (%)

Raw Material Expenses
Gross Profit

Employee Cost

Other Operating Expenses
EBITDA

Growth (%)

Other Income

EBITDA, including Ol
Depreciation

Net Interest Exp.

Other exceptional items
PBT

Total Tax

Tax Rate

PAT

Adj.PAT after Minority interest
Adj. EPS ()

FY24E
4,280.8
-24.7
1,453.3
2,827.5
350.4
1,569.7
907.4
-53.8
106.9
1,014.3
286.1
133.1
0.0
595.1
160.1
26.9%
435.0
435.0
39.6

FY25
4,737.0
10.7
1,513.0
3,224.0
433.0
1,692.0
1,099.0
211
116.0
1,215.0
355.0
147.0
0.0
713.0
167.0
23.4%
546.0
546.0
49.6

FY26E
5,526.9
16.7
1,7133
3,813.6
497.4
1,741.0
1,575.2
433
100.0
1,675.2
468.5
183.3
0.0
1,023.4
276.3
27.0%
747.1
747.1
67.9

FY27E
6,443.9
16.6
1,997.6
4,446.3
579.9
1,965.4
1,900.9
20.7
100.0
2,000.9
566.4
169.3
0.0
1,265.2
316.3
25.0%
948.9
948.9
86.3

Year end March

PBT & Extraordinary
Depreciation

After other adjustments

(Inc) / Dec in Working Capital
Taxes

Others

CF from operating activities
Purchase of Fixed Assets
Others

CF from investing activities
Proceeds from issue of shares
Borrowings (Net)

Others

CF from financing activities
Net cash flow

Effects of foreign currency translatior
Opening Cash

Closing Cash

FY24E
435.0
286.1

-144.0
-34.8
84.1
626.4
-970.6
-10.5
-981.0
0.0
628.6
-1715
457.1
102.4
0.0
24.0
315

FY25
546.0
355.0

-415.0
-188.0
247.0
545.0
-881.0
-241.0
-1,122.0
838.0
158.0
-230.0
766.0
189.0
0.0
315
55.0

FY26E
1,023.4
468.5

158.5
-276.3
183.3
1,557.4
-1,596.9
0.0
-1,596.9
0.0
438.1
-205.3
232.9
1934
0.0
55.0
248.8

Exhibit 4: Cash flow statement X crore

FY27E
1,265.2
566.4

-199.4
-316.3
169.3
1,485.3
-1,300.0
0.0
-1,300.0
0.0
-200.0
-1913
-391.3
-206.0
0.0
248.8
42.8

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 5: Balance Sheet X crore @ Exhibit 6: Key ratios

Year end March

Liabilities

Share Capital

Reserves

Total Shareholders Funds
Minority Interest

Long Term Borrowings

Net Deferred Tax liability
Other long term liabilities
Long term provisions
Current Liabilities and Provisions
Short term borrowings
Trade Payables

Other Current Liabilities
Short Term Provisions

Total Current Liabilities
Total Liabilities

Assets

Net Block

Capital Work in Progress
Intangible assets under devl.
Goodwill on Consolidation
Non-current investments
Deferred tax assets

Long term loans and advances
Other Non Current Assets
Current Assets, Loans & Advances
Current Investments
Inventories

Sundry Debtors

Cash and Bank

Loans and Advances

Other Current assets

Current Assets

Total Assets

FY24E

11.0
5,925.4
5,936.3

0.0
462.9
266.5

111

54.5

1,633.1
518.9
331.1

19.7

2,502.8

9,234.1

4,105.6
1,091.3
192.4
0.0
16.1
1.0
0.0
424.1

0.0
15713
844.6
315
27.3
928.9
3,403.6
9,234.1

FY25

11.0
7,242.0
7,253.0

46.0

478.0
240.0
8.0
61.0

1,602.0
606.0
290.0

25.0

2,5623.0

10,609.0

4,136.0
1,524.0
190.0
0.0
35.0
6.0
0.0
435.0

279.0
1,820.0
1,197.0

55.0
25.0

907.0

4,283.0
10,609.0

FY26E

11.0
7.967.1
7,978.1

46.0

885.1
240.0
1,008.0
39.7

1,633.1
908.5
338.4

29.2

2,909.1

13,106.0

6,338.4
450.0
190.0

0.0
35.0
6.0
0.0
1,296.1

279.0
1,968.5
1,211.4

248.8

25.0
1,058.2
4,791.0

13,106.4

FY27E

11.0
8,894.0
8,905.0

46.0

685.1
240.0
1,508.0
46.3

1,633.1
1,059.3
394.5
34.0
3,120.9
14,551.2

7,071.9
450.0
190.0

0.0
35.0
6.0
0.0
1,510.6

279.0
2,295.1
1,412.4

42.8
25.0
1,233.8
5,288.1
14,551.7

Year end March
Per share data (X)
Adj. EPS

Adj. Cash EPS

BV

DPS

Operating Ratios (%)
Gross Margin (%)
EBITDA Margin (%)
PAT Margin (%)
Debtor Days
Inventory Days
Creditor Days

Cash Conversion Cycle
Return Ratios (%)
Return on Assets (%)
RoCE (%)

Core RolC (%)

RoE (%)

Solvency Ratios
Total Debt / Equity
Net Debt / EBITDA
Interest Coverage
Current Ratio

Quick Ratio
Valuation Ratios (x)
EV/EBITDA

P/E

P/B

EV/Sales

FY24E

39.6
65.6
540.2
2.0

66.0
212
10.2
72
134
44
162

4.7
10.8
7.8
7.3

0.4
23
5.5
1.4
0.7

453
89.7
6.6
9.6

FY25

49.6
81.9
659.4
2.0

68.1
23.2
11.5
92
140
47
186

5.1
10.6
8.3
7.5

0.3
1.8
5.9
1.7
1.0

37.1

715
5.4
8.6

FY26E

67.9
110.5
7253

2.0

69.0
28.5
135
80
130
60
150

5.7
11.8
111

9.4

0.3
1.4
6.6
1.6
1.0

26.1
52.3
4.9
7.4

FY27E

86.3
137.8
809.5

2.0

69.0
29.5
14.7
80
130
60
150

6.5
125
12.2
10.7

0.3
1.2
8.5
1.7
1.0

216
41.2
4.4
6.4

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%

» |
1
ﬂfc.fcl direct.com Mo

l’nns(ﬂ-nn}c:::’:w#mn.'rms BROKER
| ICICI Securities Ltd. |[@1 75 asmins
i Anahyst Award 2012 -
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); Vedant Nilekar, MBA; Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

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

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research

recommendations promise or guarantee any assured, minimum or risk-free return to the investors.
Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal

Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment
decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any
recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any
other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future
performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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