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INDIAN PETROCHEMICALS
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Margin recovery in commodity
polymer remains elusive amid global
capacity surplus
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Global overcapacity amid no major
recovery in demand continues to weigh
heavily on the operating rates and
profitability of petrochemical
companies worldwide.

In the domestic market, the
commissioning of new capacities
coupled with an influx of low-cost
imports has compressed margins for
petrochemical producers, despite
resilient local demand. This challenging
landscape is likely to persist in the near
to medium term.

The global demand for petrochemicals remain tepid, especially in some of the major chemical-
consuming nations, which is likely to keep global volume growth under pressure in the near term.

Sizeable capacity expansions globally, especially in Asia, have exerted pressure on the operating rates
of petrochemical companies. The supply overhang is likely to keep the operating rates, spreads and
margins subdued in the near to medium term.

While domestic demand for petrochemicals is estimated to grow at an average annual growth rate of
6-8%, influx of low-cost imports into India from global manufacturers, given the weak demand in other
markets, is leading to pressure on the profitability and operating rates of domestic players. Recent
removal of quality control order (QCO) on several commodity polymers to further weigh down on
domestic margins.

Naphtha prices have moderated from their peaks. This has resulted in some uptick in the spreads for
commodity polymers, although they remain lower than their 5-year averages. Current spreads
continue to be non-remunerative for most polymer manufacturers in the country.

ICRA expects the profit generation of its sample set of petrochemical companies to remain muted in
the near to medium term; given the subdued pricing gains and modest growth in revenues in FY2027
being largely volume driven. Moreover, profit generation will remain lower than historical levels, and
the industry will likely continue to report weak credit metrics. Thus, the outlook on the Indian
petrochemicals industry remains Negative.
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ICRA Analytical Contact Details

Name Designation Email Contact Number
Girishkumar Kadam Senior Vice-President & Group Head girishkumar@icraindia.com 022 - 6114 3441
Prashant Vasisht Senior Vice-President & Co-Group Head prashant.vasisht@icraindia.com 0124 — 4545 322
Varun Gogia Assistant Vice-President & Sector Head varun.gogial@icraindia.com 0124 — 4545 319
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ICRA Business Development/Media Contact Details

Name Designation Email Contact Number
L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304
Sai Krishna Head - Research Sales and Investor Connect sai.krishnal@icraindia.com 9840774883
Rohit Gupta Head Business Development — Infrastructure Sector rohitg@icraindia.com 0124-4545340
Vivek Bhalla Head Business Development — Financial Sector vivek.bhalla@icraindia.com 022-61693372
Vinita Baid Head Business Development — East vinita.baid@icraindia.com 033-65216801
Shivam Bhatia Head Business Development — Corporate Sector — North & South shivam.bhatia@icraindia.com 0124-4545803
Sanket Kulkarni Head Business Development — Corporate Sector — West sanket.kulkarni@icraindia.com 022-6169 3365
Naznin Prodhani Head - Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860
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