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EXECUTIVE SUMMARY

Leading position

globally A Indian chemical industry stood as 3 largest producer in Asia in 2011 in terms of volume

A The chemical industry in India is a key constituent of Indian economy, accounting for

High GDP share about five per cent of the GDP

A India accounts for approximately 7 per cent of the world production of dyestuff and dye

Clorl e Splele: intermediates, particularly for reactive acid and direct dyes

Global player in A India is currently the wo r | tHird dargest consumer of polymers and fourth largest
specialty chemicals producer of agrochemicals

Source: TATA Strategic Management Group, Planning Commission,
Department of Industrial Policy and Promotion (DIPP), Aranca Research
Notes: PCPIR - Petroleum, Chemicals and Petrochemical Investment Regions; E - Estimated,
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ADVANTAGE INDIA

¢ Robust demand Attractive opportunities

A Alarge population, dependence A Polymers and agrochemicals
Market on agriculture, and strong export industries in India present immense Market
size: demand are the key growth growth opportunities size:
USD108 drivers for the chemicals industry USD290
billion A The size of I ndiads co billion i on
A Per-capita consumption of chemical market stood at USD591
chemicals in India is lower relative million in 2011, which accounted for

only 2 per cent of global demand,
thereby representing ample
7AYo\ Ta1 e=Te [N growth opportunity

India

to Western peers and there exis
a large latent demand

Increasing investments Policy support

A Lured by the size and returns of A 100 per cent FDI is permissible in
the Indian market, foreign firms the Indian chemicals sector;
have strengthened their presence manufacturing of most chemical
in India products is de-licensed

A From April 2000 to March 2013,
total FDI inflows into the Indian A The government has been
chemicals industry (excluding encouraging R&D in the sector

fertilisers) were USD8.9 billion

A Setting up of PCPIRs

Source: TATA Strategic Management Group, Planning Commission, Department of Industrial Policy and Promotion (DIPP), Aranca Research
Notes: PCPIR - Petroleum, Chemicals and Petrochemical Investment Regions; E i Estimated,
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EVOLUTION OF THE INDIAN CHEMICAL INDUSTRY

es and

Major investment erships to achieve

: I lans by both
A Consolidation Fndian fli/rms and
Istarteid (9 MNCs A Branding as a means of
A Public sector f";‘;gfnﬁme A s differentiation
companies were i oo A Lower tariff
setup to capacities and barriers A Licensing requirements
, develop the high cost removed except in the
SEhilles) petrochemical SIS 2 Biminishing|fole case of hazardous
products to industry - chemicals
protect crops of publlq sector
A Plastic and A Paints, dyes, companies _
A Agrochemicals, Eb?:gc an pharmaceuticals | A~ Setting up of PCPIR
dyes, petroc’:hemical and detergents A el o
: A Increasing investments b
pharmaceuticals products sngl=eivel Zellg : 1 0
plastic, specialty foreign players in India
fibres through mergers &
acquisition and joint
ventures

Source: KPMG, Aranca Research
Notes: MNC i Multinational Corporation
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MAJOR SEGMENTS OF THE INDIAN CHEMICAL INDUSTRY

A Petrochemicals, man-made fibres, industrial gases, fertilisers, chlor-alkali, and other

Base chemicals : : : .
organic and inorganic chemicals

A Dyes and pigments, leather chemicals, construction chemicals, personal care ingredients

e EEmisEl and other specialty chemicals

Pharmaceuticals A Active Pharmaceutical Ingredients (APIs) and formulations

Agrochemicals A Insecticides, herbicides, fungicides and other crop protection chemicals

Biotechnology A Bio-pharma, bio-agri, and bio-industrial products

Source: TATA Strategic Management Group, Aranca Research
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PRODUCT-WISE CLASSIFICATION OF THE INDIAN CHEMICAL INDUSTRY

Alkali Organic Pesticides Dyes
chemicals chemicals & Insecticides & Dyestuffs

Inorganic chemicals

A Soda ash

A Aluminum flouride A Acetic acid A Dichlorodiphenyltri- A Azo dyes
A Caustic soda
A Liquid A Calcium carbide A Acetone chloroethane (DDT) A Disperse dyes
A Chlorine A Carbon black A Phenol A Malathion A Fast colour bases
A Potassium chlorate A Methanol A Parathion A Ingrain dyes
A Titanium dioxide A Ortho Nitro A" Ethicon A Napthols
A Red phosphorus Chlorobenzene A Endosulphan A Vat dyes
(ONCB) A Phosalone A Reactive dyes
A lIsobutyl A Phorate A Pigment Emulsion
A Para A Acephate
Nitrochlorobenzene A Fenvalerate

(PNCB)

y 7o y y

Source: Aranca Research
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CHARACTERISTICS OF THE INDIAN CHEMICAL INDUSTRY

Indian

Chemical
Industry

! ! ! ! !

Focus on new

segments such as S
High domestic gmer Maharashtra have Fragmented Increase in focus
. specialty and .
demand potential emerged as most industry on R&D
knowledge
. favoured zones
chemicals

A The industry has changed over time to meet the dynamic needs of an emerging economy
A Strong economic growth and rise in per-capita income has meant a steady increase in demand for chemicals
A The industry has left behind a low-growth and regulated environment to emerge more mature

A" There is strong government support towards R&D; this would benefit the sector r

Source: KPMG International 2011, Aranca Research
Notes: R&D i Research and Development
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DOMESTIC AND EXTERNAL DEMAND DRIVING GROWTH IN THE SECTOR ... (1/2)

%  Total production in the Indian chemical industry was 8,374 Total production of major

MT in FY12, a 2.5 per cent rise over FY11

g170 8374
: , , 7,605 7,823 7,651 '
% During H1FY13, total chemical production stood at 7.423
4,041IMT

% Favourable demographics and strong economic growth are ]

driving demand for chemicals

4,041

% External demand and specialty chemicals have also ] [

contributed strongly to the growth of the industry
% | ndigeowisg per capita consumption and demand for CFY07 FYO8 FYO09 FY10 FY1l FY12 HIFY13

agriculture-related chemicals offers huge scope of growth

for the sector in the future , ,
Source: Department of Chemicals and Petrochemicals,

Aranca Research
Note: MT - Metric Tonne, 1HFY13 - Data up to September 2012
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DOMESTIC AND EXTERNAL DEMAND DRIVING GROWTH IN THE SECTOR ... (2/2)

%  With 74 per cent of the total production share, alkali chemicals form the largest segment in the Indian chemical industry

% During H1FY13, alkalic h e mi preductod stood at 2,973MT, nearly half of FY12 levels

Production of major c¢hemi cRdduyctiof sha@redodmaprchemicals during

H1FY13
10,000 Dyes& _____—— Pesticides
dyestuffs 1%
8,000 2%
6,000 -
4,000 - -
2,000 -
0 .
5 S ) S =l g 8 Alkali
> > > > > chemicals
o o 0 o o e é 4%
m Alkali chemicals u Inorganic chemicals = Organic chemicals
Pesticides Dyes& dyestuffs

Source: Department of Chemicals and Petrochemicals, Aranca Research
Note: MT - Metric Tonne, 1HFY13 - Data up to September 2012, Kg - Kilo gram, CAGR - Compound Annual Growth Rate
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BASE CHEMICALS ACCOUNT FOR MORE THAN HALF OF THE TOTAL PRODUCTION

% Base chemicals account for three fourth (74 per cent) of the Indian chemical industry, followed by pharmaceuticals (16.8
per cent) and biotechnology (7.7 per cent)

%  Agrochemicals and specialty chemicals are the minor components of the sector, accounting for 0.5 per cent and 0.9 per
cent, respectively, of the total production in ITHFY12

%  Specialty chemicals are relatively high valued; their demand is rapidly growing, catering to a diverse end-product market

Shares in production in H1IFY12 Production of chemicals in FY10 (USD billion)

0.9% Q.5% 43.3

H Base chemicals

= Biotechnology — 20.0
15.0
= Pharmaceuticals 25 2.0
. . = -

Specialty chemicals % £ % g 2
m D ! <) 2
< b c =
. a o 5 &
Agrochemicals Z 2 S
o

Source: Department of Chemicals and Petrochemicals, Aranca Research
Note: 1HFY12 i First six months of FY12 (Apri Sep)
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EXPORTS HAVE BEEN RISING OVER THE YEARS ...

%  Chemicals constituted 5.3 per cent of | n d itotaléesports in Chemical exports of India (USD billion)
FY12
. o 7 161
% Total exports of chemicals grew from USD3.5 billion in
FYO03 to USD16.1 billion in FY12, a CAGR of 18.7 per cent 13.0
CAGR: 18.7% 112 12.3
2 114 I ey
%* Exports of the Indian chemical industry stood at USD12.3 . m B B B B
billion for the first nine months of FY13 (Apri Dec 2012) 77
51 63 BB BEBEBEI
3.54'1__________
r m T q. T Ln T o T '\ T w T m T O T = T N T « 1
o o o o o o o — — — ™
> > > > > > > > > > S
UL, LL UL, LL Lo Lo LL LL L L i

Source: Ministry of Commerce, Aranca Research
Note : FY13* - Data for FY13 is up to December 2012,
CAGR - Compound Annual Growth Rate

AUGUST 2013 For updated information, please visit www.ibef.org 12



CHEMICALS BEF™ T

www.ibef.org

... BUT, INDIA IS A NET IMPORTER OF CHEMICALS

% India has been a major importer of chemicals; the sector Il ndi adbs chemical i mports
made up 5 per cent of | n d itotlGngports in FY12
24.0
% Total imports of chemicals grew from USD3.7 billion in /
FY03 to USD24.0 billion in FY12, a CAGR of 23 per cent CAGR: 23.0% 195 Y
156 160 W N m
% Total imports of chemicals reached USD18.4 billion in the
first three quarters of FY13 11.3 H B E HNEB
8.8
7.5
6.1 I BN BN B B . . e
37 *f
r m T v T m T w T =~ T w T = T o T - T N T N 1
o o o o o o o — — — OHO
L @ & & T & & T & & ¥
UL,

Source: Ministry of Commerce, Aranca Research
Note: FY13* - Data for FY13 is up to December 2012,
CAGR - Compound Annual Growth Rate
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ORGANIC CHEMICALS DOMINATE BOTH EXPORTS AND IMPORTS ... (1/2)

% During FY13, organic chemicals constituted 70 per cent of Shares in exports of chemicals in FY13
I n d itotléclsemical exports, followed by dyes & dyestuff at
11 per cent

% Over FY03i 13, organic chemicals exports rose at a CAGR m Organic chemicals

of 19.6 per cent, followed by pesticides at a rate of 18.9 per
cent during same period

m Dyes & dyestuffs
%  Exports of inorganic chemicals and dyes & dyestuff grew at N
a CAGR of 14.6 and 13.1 per cent, respectively, during ® Pesticides
FYO03i 13
Inorganic
chemicals

Source: Department of Chemicals and Petrochemicals, Aranca Research
Note: CAGR - Compound Annual Growth Rate
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ORGANIC CHEMICALS DOMINATE BOTH EXPORTS AND IMPORTS ... (2/2)

% Organic chemicals also dominate imports, with a share of Shares in imports of chemicals in FY13
68 per cent, followed by inorganic chemicals at 23 per cent
in FY13

® Organic chemicals

% Over FYO03i 13, pesticides imports rose at a CAGR of 28.8
per cent, followed by organic chemicals at a rate of 21.7 per

cent H Inorganic

chemicals

% Imports of dyes & dyestuff and inorganic chemicals grew at
a CAGR of 18.1 and 16.4 per cent, respectively, during
FYO03i 13

u Dyes & dyestuffs

Pesticides

Source: Department of Chemicals and Petrochemicals, Aranca Research
Note: CAGR - Compound Annual Growth Rate

AUGUST 2013 For updated information, please visit www.ibef.org 15



CHEMICALS BEF™ T

www.ibef.org

CHEMICAL INDUSTRY HOLDS A SIGNIFICANT POSITION IN THE ECONOMY

20 per cent
contribution to
national tax
Revenue*

|l ndi abs
chemicals
industry

(2013) One of the

most diversified
sectors, covering
more than
70,000 commercial
Products*

Source: Ministry of Environment and Forests,

Central Pollution Control Board, Aranca Research
Note: Figures mentioned above is taken from Dept. of
Chemicals and Petrochemicals;

* Data for 2011
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HIGH GROWTH WOULD LEAD TO RISING GLOBAL POSITIONING

2011 2017E
A Global chemical industry: USD3.4 trillion A Global chemical industry: USDS5 trillion
A" India chemical industry: USD108 billion A" India chemical industry: USD290 billion
Contribution to global chemical industry Strong growth outlook for the Indian chemicals
would increase industry
2017E
/ 290
CAGR:21.0%
108
2011 | 2017E

L] India Source: TATA Strategic Management Group, Planning Commission, Aranca Research,

CAGR - Compound Annual Growth Rate
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WIDESPREAD CHEMICAL INDUSTRY INFRASTRUCTURE ACROSS INDIA ... (1/2)

% Though the sector is spread across the country, there is Regional concentration of basic chemical industry
relatively high concentration along the West coast due to (FY11)
proximity to raw materials and ports

% Gujarat alone is estimated to contribute about 53 per cent of = Gujarat

the total production in the country I

% Gujarat and Maharashtra emerged as the most favoured

= UP
zones for the industry, mainly because of government
policies, strategic location, and availability of raw material Tamil Nadu
Madhya Pradesh
Others

Source: India-Chem, TATA Strategic Management Group,
Planning Commission, Aranca Research
Note: MoU - Memorandum of Understanding

AUGUST 2013 For updated information, please visit www.ibef.org 18






