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A SUSTAN!D ﬁﬁnbﬁ in Covid

cases in China could further exac-
{erbate a ci ontraction in India’s
exports to

u ket in the comingmonths,as order
flow has already been faltering at ¥

~ asteady pace, trade sources told £

- FE.Some exporters now forecasta

- 40-45% crash in exportsto China

 this fiscal from $21.3 billion in

- FY22 if the Covid surge c continues
through January.”
Between April and October,
~Ipdia’s exports to China shrank
37.29% from a year before to $8.84
billion, far underperforming a
12.5% rise in the country’s overall
 merchandise despatches Seechart)
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“In October, the contraction in

* exports to Beijing was as high as
© 44.2% to $1 billion, according to

pace

Between April and Oct, ;

fourth-largest marw; "; '
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official data. It has already started - fromthe hstyqar’sleyel' of §.
- weighing on the country's overall . lion, he added. Howeve (« rodia
* merchandise exports,which shrank  expected Covid casesinChinatocase
- 16.7%in Octobetandbarelyrosetn‘ from January. According to &
" November. ' .+ Bloomberg News reportonDe
£ aﬁnatyplcanysomeesﬁommdia " ber 23,almost 37 million peo :
* alotof rawmaterialsand intermedi- ~ Chinamighthavebeeninfectedwith
' ateinputs--includingcotton,ironore - Covid-19 onasingle daylastweek,
- andiron &steel--and limited finished ~ About 248 million people, almost
-‘ products,suchasselect capitalgoods,  18%of China’s population;mayhave |
" AjaySahai,director general atthe contracted the virusin the first 20
- Federation of Indian Exports Organ- daysof December, the report said.
' isation, said, given that the world’s Chinasbusinesswnﬂdmmsaa
' second- largestebonomyhadalready toitslowestin closeto 10yeats,
* been slowing down, its appetite for ~ vey by World Economics show
rawinputs had remained limited this  Monday. While Beijing s
-~ fiscal. “The latest Covid surge just  zero-Covid policy of lockdow
' made the matter worse. There has massive testing on December7 due
~ been a huge fall in India’s exportsof to growing public protests, it comes
© cotton, aluminium, copper, iron ore asa solace, as the rsof

< .
o halhge

and iron & steel products to China.  those tested pos

~ However, the marine segment has
still done reasonably well,”he added. -
Of course,thecrashinironoreand
steel product exports to China have
also been caused by a steep hike in
export duties on these products in
- Maytoreinininflation.Of course, the
duty hikes were rolled back last

month.

Arun KmnarGarodla,chalnnanof
the engineeringexporters’body EEPC
. India, said: “Our exports to China in
~ December may fall at a steeper pace
than in November Engineering
exports to China crashed by 40% in
‘November,farworse thana0,3%fall
in total such exports during the

month to §8.1 billion. :
Thanks to the global turmoil and
the Covid surge in China, India’s engi-
neering exports, which account for
roughly a fourth of the overall megf,

|
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“despatched to China, trade sources
said.“However, there is noguarantee

 that they will remain so in the com-

-ingweeks.Order flow has slowed dra-

“matically in many segments,

although in some other segments,
such as food and pharmaceuticals,
theyare still flowingin.Thesituation
is very uncertain,” said the chief of a

_ state-run export promotion council.

R Uday Bhaskar, director general
at the Pharmaceutical Export Pro-
motion Coundl, said, the Covid situ-
ation in China s being
doselywatched

“Pharma exports to China, how-
ever, haven’t been affected much so
farheadded.Thisis partlyduetothe
surge in Covid, said anotherlndustry
executives s 3
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Agrlchem exporters may

outperform local peers

Brokerages have a mixed outlook oﬁ margm trajectory forthe sector

RAM PRASAD SAHU
Mumbai, 28 December

ear-term challenges for domestic
agrochemical companied could

see them underperforming com-

pared to exporters. While higher demand

and currency gains should aid export

growth, inventory destocking could hit
,their domestic peers on margins.

Brokerage Prabhudas Lilladher
Research says that export-oriented
players such as PI Industries, Sumitomo

“Chemicals and UPL are better placed
than pure play domestic players like
Dhanuka  Agritech and  Bayer
CropScience in the near term.

“Near-term challenges pertaining to
provisions for high-cost inventory amid
a falling raw material cost scenario cou-
pled with higher sales return from kharif
season and pricing pressure in the
generic segment will likely weigh on mar-
gins for domestic players,” says
Himanshu Binani of the brokerage.

The brokerage adds that channel
inventory remains high for the insecti-
cides category, caused by higher car-
ryover of last year and lower product lig-
uidation in kharif season due to uneven
rainfall.

While there are challenges, N1rmal
Bang Research expects the Indian crop
protection chemical space to bounce
back in the second half of FY23 on the
back of robust growth in area under
crops, the decline in chemical prices as
well as container rates. Key freight
indices are down 77-90 per cent as per
the latest trends. This, according to
Ramesh Sankaranarayanan of the bro-
kerage, is likely to offset the headwinds
posed by carryover of higher cost inven-
tory and the muted pre-season booking
of pesticides.

Growth triggers for the domestic
space include a production-linked incen-
tive scheme for agrichemicals and con-
cessions related to tariff restructuring to
support value added crop protection
chemicals. The top picks for Nirmal Bang
Research are PI Industries, Sumitomo
and UPL. In addition, it is betting on
Coromandel International as a value buy
with potential upside from new launches
and a %100 crore multi-product plant.

POSITIVE OUTLOOK (ason Dec28)

Stock Pric 1-month  P/E Price target :
(in¥) retun (%) (x)* (in¥) Upside (%)
‘Bayer CropScienct ueeu0 |73 268 558380 Wl
(oromandelIntenational 900 | -2 B7 120850 3u.3 |
Dhanuka Agritec) 6881 |-25 7 990.2 43.9 [N
PlIndustries 3448.80 | 07 368 38060 1088
Rallis 263 f-35 197 0.6 18]
Sumitomo Chemcals 4ne | =04 310 5583 1840
upL o Wl 12 91 10830 uo.7 [N

*Price-to-earningsratio is based on FY24 earnings estimate; Compiled by BS Research Bureau

Source: Bloomberg

" The overal sector is expected growth
of 15-17 per ent in FY23, and exporters
within the space could grow 500 basis
points higher. “Export revenue is seen
rising 18-20 per cent this fiscal, with the
US dollar appreciating about 9 per cent
so far and yolume growing as global
players continue to de-risk their China
dependency,” says Poonam Upadhyay,
director of CRISIL Ratings.

CRISIL expects exports to grow 12-14
per cent next fiscal (FY24) as players keep
up capita! expenditure with an eye on
molecules worth $4 billion going off-pat-
ent over the next two years. Exports are
expectedto remain the major contributor
to the agrochemical sector, accounting
for 53 pet cent of the total revenue.

Prabhudas Lilladher Research, too,
expects exporters to perform well due to

robust global demand, remunerative

crop prices and better realisations led by
price hikes in the recent past.

While most analysts are positive on
exports, Kotak Institutional Equities
believes that the segment may have hit
an air pocket due to customers amassing
stock last year. The stocking happened
amid supply chain uncertainties and
lower-than-expected demand from
Europe and the US. These, in turn, have
reportedly led to high channel inven-
tories in certain important regions,
including Europe, North America and
Latin America.

Consequently, ordering from Indian
suppliers appears to have slowed for a
broad range of products, they add.
Despite the near term turbulence, the
brokerage expects the calendar year 2023
outlook to remain reasonably healthy,
given remunerative crop prices.













