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Kothari Petrochemicals: Five-Pillar Analysis
DalalBytes Research | October 14, 2026 | NSE: KOTHARIPET, BSE: 532096

Companion to the Kothari Petrochemicals investment report (64/100, Selective Positive). This piece grades the business against the
five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 120 (NSE close, October 14, 2026). Two pass, three partial.

Grades at a glance

Pillar Grade

Sunrise (steady PIB demand growth) PARTIAL

Leadership PARTIAL

Moat PARTIAL

Iron Fortress (balance sheet) PASS

Free Cash Flow PASS

Overall fit verdict: two pass, three partial. Kothari clears the five-pillar bar on balance sheet and free cash

flow, while sunrise, leadership and moat grade partial on slow industry growth, the pending sugar

amalgamation and feedstock dependence. Full investment report score: 64/100, Selective Positive.
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Pillar 1: Sunrise, PARTIAL

GRADE: PARTIAL

The demand current is real, steady and slow, which is exactly what a partial grade is for. Polyisobutylene

goes into lubricant additives, fuel additives, tyre inner liners, adhesives and sealants, and the world market

is estimated at about 1.12 million tonnes in 2026 growing to about 1.32 million tonnes by 2031, a

compound rate of about 3.3% a year on Mordor Intelligence estimates. Asia-Pacific, and India within it, is

the growth region, and Kothari is the largest domestic producer at 48,000 tonnes a year of capacity,

running at about 82% utilisation in FY26 with production of 39,163 tonnes.

What keeps this from passing is the shape of the growth. A 3% world volume market is a replacement and

mix story, not a sunrise in the engine's sense of a structural demand wave lifting all economics. The richer

end (highly reactive grades, new uses such as battery applications highlighted by global majors in 2026) is

promising but is not yet a disclosed Kothari revenue line. And the company's own top line has been flat for

three years (Rs 596 cr, Rs 577 cr, Rs 591 cr across FY24 to FY26), which is the market telling the same

story in numbers: demand exists, and it is not accelerating for this supplier. PARTIAL.
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Pillar 2: Leadership, PARTIAL

GRADE: PARTIAL

Split the record, because the pillar has to. On operations, this leadership passes comfortably: the

debottlenecking from 36,000 to 48,000 tonnes was delivered in 2023, PAT compounded from Rs 33 cr to

Rs 72 cr between FY22 and FY26, FY26 production reached about 90% of plan in a feedstock-disrupted

year, the chair is Nina Bhadrashyam Kothari with Arjun B Kothari as Managing Director, the promoter

holding rose from 70.98% to 72.22% in September 2025, and pledging is zero with a formal confirmation

for FY26. Promoters who buy more of their own microcap and pledge none of it are aligned on the test that

matters most.

On capital allocation for all shareholders, the May 2026 decision fails the current test: the board approved

merging Kothari Sugars and Chemicals, a group company with operating losses in FY26, a net worth of

about Rs 296 cr and turnover of about Rs 247 cr, into this debt-free PIB company at one share for every

five sugar shares. The process has protections (KPMG valuation, Saffron fairness opinion, NSE

no-objection, a shareholder vote on November 13, 2026), but the direction of value transfer risk runs from

petrochemical minorities toward the group. A pillar that grades whether leaders allocate capital for

everyone cannot pass a leadership in the quarter it proposes that merger, however good the operating

record is. It upgrades if the vote rejects the scheme or the combined business proves the synergies in its

first year. PARTIAL.
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Pillar 3: Moat, PARTIAL

GRADE: PARTIAL

What Kothari has is incumbency at national scale in a qualification-heavy niche: the largest PIB capacity in

India, a plant beside its main feedstock refinery at Manali in Chennai, two decades of supply history since

the 2006 Primetra merger, and grades qualified into lubricant and fuel additive formulations that customers

change slowly because engine performance is at stake. The economics corroborate a real edge: operating

margins of 14% to 16% across FY24 to FY26, ROE of about 21% and ROCE of about 29% in FY26,

sustained against import competition.

What it does not have is pricing power or supply control. PIB is a specification chemical sold to

sophisticated additive companies who dual-source by policy, import parity from BASF, TPC Group,

Lubrizol and other global producers caps realisations, there is one plant and one product, and feedstock

comes mainly from one refinery ecosystem, the dependence ICRA put the rating on watch for in March

2026. A moat that protects your domestic seat but neither your input line nor your price is a partial moat. It

upgrades if specialty and highly reactive grades become disclosed, material, higher-margin revenue.

PARTIAL.
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Pillar 4: Iron Fortress, PASS

GRADE: PASS

This is the cleanest pass in the set. Borrowings were about Rs 2 cr at March 2026 against net worth of Rs

372 cr, built entirely from retained profit on an equity capital that has never moved from Rs 59 cr. ICRA

puts total debt to operating profit at 0.02 times and interest coverage at about 131 times, notes

unencumbered cash of about Rs 10 cr and liquid investments of about Rs 22 cr, and the balance sheet

carries Rs 104 cr of total investments on Rs 442 cr of assets. The A+ rating being on watch is a comment

on feedstock and the merger, not on leverage: there is essentially no leverage to comment on.

The warning label belongs in the grade, not against it: the fortress protects a business whose surplus is

now earmarked, if shareholders approve, to be shared with a loss-making sugar business, and whose

single plant and feedstock line are operating risks no balance sheet can diversify. The pillar grades the

fortress that exists, and it is genuinely iron: debt-free, liquid and self-funded through a disrupted year.

PASS.
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Pillar 5: Free Cash Flow, PASS

GRADE: PASS

The generation and conversion record both pass. Operating cash flow was Rs 19 cr in FY22, Rs 26 cr in

FY23, Rs 72 cr in FY24, Rs 59 cr in FY25 and Rs 81 cr in FY26, against PAT of Rs 33 cr, Rs 39 cr, Rs 64

cr, Rs 66 cr and Rs 72 cr: roughly full conversion across the last three years, a standard few companies in

this queue meet. Free cash flow on the market data series was Rs 57 cr in FY24, negative Rs 27 cr in

FY25 when fixed assets and investments were built heavily, and Rs 62 cr in FY26. The cash conversion

cycle runs at about 30 days, debtor days at about 38, inventory days at about 27: a tight, boring, well-run

chemical working capital book.

The deductions are about what owners receive, not what the business generates: the dividend is Rs 1.00 a

share, roughly 8% of FY26 profit and a 0.83% yield, there has been no buyback, and Rs 104 cr sits in

investments. Cash that is generated but neither returned nor visibly compounding at high rates inside the

business earns a pass on generation with an explicit note: if the amalgamation completes, this pillar must

be re-graded on combined cash flows, because sugar cash conversion is a different and weaker animal.

On today's standalone evidence, PASS.
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Summary
• Pillar 1. Sunrise: PARTIAL, a world PIB market growing at about 3.3% a year to 2031 with India as a

growth region, against three flat revenue years for the company itself

• Pillar 2. Leadership: PARTIAL, an operating record that passes (capacity delivered, profit doubled in

four years, promoter holding up to 72.22%, zero pledging) and a capital allocation decision that does

not yet (the loss-making sugar amalgamation, vote on November 13, 2026)

• Pillar 3. Moat: PARTIAL, India's largest PIB capacity and two decades of customer qualification, with

no pricing power against import parity and no control over its feedstock line

• Pillar 4. Iron Fortress: PASS, borrowings of about Rs 2 cr, interest coverage of about 131 times on

ICRA's measure, and Rs 104 cr of investments

• Pillar 5. Free Cash Flow: PASS, operating cash flow of Rs 81 cr against PAT of Rs 72 cr in FY26

and roughly full conversion over three years; owners receive only a token dividend from it

Two of five pass, three partial. The engine's read: a financially excellent single-product chemical company

whose three partials describe one fact from three sides: Kothari controls neither its demand growth, its

input line, nor, after May 2026, the perimeter of its own balance sheet. That matches the investment

report's 64/100 Selective Positive: at about 9.8x trailing earnings the PIB franchise is cheap enough to own

selectively, and the pillars say the discount has specific, dated causes rather than being a free gift.

What changes the grade: Leadership upgrades if the November 13, 2026 vote rejects the amalgamation or

the combined entity posts a profitable, cash-converting first year, and downgrades if sugar losses are

funded from PIB cash flow without a disclosed turnaround plan. Sunrise upgrades if revenue growth

re-accelerates above the industry rate for two years, Moat upgrades on disclosed specialty-grade revenue,

and Iron Fortress and Free Cash Flow are both re-graded on combined accounts if the merger completes.
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Sources
• Screener.in standalone data for Kothari Petrochemicals: financials FY22 to FY26 and Q1 FY27, cash

flows, ratios, shareholding to June 2026, market data at October 14, 2026

• ICRA rating rationales in 2026: capacity of 48,000 MTPA, largest PIB maker in India, feedstock watch

rationale, leverage and coverage measures, amalgamation note and sugar company operating

losses in FY26

• Scheme of Amalgamation disclosures: board approval May 19, 2026, one-for-five exchange ratio,

KPMG valuation and Saffron fairness opinion, NSE no-objection August 2026, shareholder and

creditor meetings on November 13, 2026

• Mordor Intelligence PIB market estimate (January 2026): about 1.12 million tonnes in 2026 to about

1.32 million tonnes by 2031

• Full source list in the companion investment report.


