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Sintex Plastics Technology Ltd. [SPTL] has announced that it will 
divest its entire equity stake of its indirectly wholly owned 
subsidiary, Sintex NP SAS. SPTL through  its  indirectly  wholly-
owned  subsidiary,  Sintex  Holdings  BV  [the  “Seller”],  has  enter
ed  into  a  Share  Purchase Agreement [the “SPA”] with respect to 
sale of 100% equity stake in its indirectly wholly owned 
subsidiary,  Sintex  NP  SAS,  a  French private limited company,  to 
Xtech  Invest  SAS,  a French  company,  in the course of 
being  incorporated, owned by a consortium of private equity 
entities.  
 
The value  at which the subsidiary is going to be sold has been fixed 
at a sum of €155 mn [US$ 175 mn] for sale of 100% of Sintex NP 
SAS in accordance with the terms of the SPA. The SPA has been 
entered into on the 9th of August 2019 and the expected date of the 
completion of this sale is 31st October 2019 subject to approvals 
from the shareholders and anti-trust approvals in France and 
Morocco. 
 
Sintex NP SAS has contributed Rs.22,604 mn which is 48% of the 
turnover of Sintex Plastics for the FY2018-19.  The total turnover 
of the company in the financial year 2019-20 stood at Rs.47,110 
mn.   The subsidiary is worth 20% of the networth/equity of SPTL 
with a value of Rs.7,236 mn.   
 
Based on our estimation, the price to earnings for the agreed sum 
of US$175 mn works out to be 9x on its FY03/2019 trailing EPS 
which we consider to be a fair valuation level for a European 
manufacturing business with a sizable automotive 
component.  Even the price to book value of 1.7x suggests that the 
company has received a fair consideration with respect to the 
divested business.   
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Target Price                Rs.30.00 

Current Price              Rs.3.95 

Upside Potential             660% 

 

  Market Cap. 
Rs. 2.5 bn  

US$ 35 mn 

  Shares Outstanding 631 mn 

  Free Float (FF %) 511 mn / 81% 

  52 Week Range (Rs) 41.8 / 3.95 

  Avg. Daily Value 
Rs.9 mn  

US$ 0.13 mn 

  SENSEX Index Level 39,636 

 

 

 

 
 

 

 

          Risk: Above Average 

      Financials and Forecast  

(INR mn except ratio) FY 2019 FY 2020E 

Revenue 24,496 26,774 

Net Income 1,075 1,478 

EPS 1.7 2.4 
 EPS Growth - 41% 

PE 2.4 1.4 

P/B 0.1 0.1 
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Divestiture:  Positive Impact on Debt, Coverage Ratios, Business 
Focus 
In our opinion, this divestiture transaction is a positive step for the 
company in terms of debt reduction, improvement of interest coverage 
ratios, and refocusing the company on its core Indian operations. The 
transaction will help Sintex to substantially reduce its debt load, as the 
transaction price of US$175 mn represents 35% of the company’s 
current debt.  Also, management will be more focused on the core 
Indian operations, which have higher growth prospects compared to 
the more mature European business.   
 
Management had previously stated on its last earnings conference call 
in May that they were in advanced talks with several parties on a 
possible sale and were hoping to complete a transaction by 
December.  That the company has an agreement slated for completion 
in October is a positive signal that management has delivered on this 
point, and hopefully a positive indication that they will be able to turn 
around the company and halt, and positively turn around, the earnings 
reductions and precipitous stock price decline. 
 
In terms of financial impact, our analysis suggests a neutral impact, as 
the profits foregone of the divested business will be offset by lower 
interest expense on a reduced debt level.  The stock continues to trade 
at severely depressed levels at 2.7x P/E on trailing 03/2019 actual 
earnings, and 0.1x price/book.  The company is scheduled to release its 
fiscal 1st quarter [ended June] earnings in a few days. 
 
Further Transaction Details 
Xtech Invest, the buyer of the wholly owned subsidiary of SPTL, is a 
French company, in the course of being incorporated, owned by a 
consortium of private equity entities which includes –  
 
• Siparex, a private investment firm with €2,000 mn (US$ 2,242 mn) 
under management. 
 
•Carvest, Credit Africole Regions Investissement, is a private equity 
subsidiary wholly owned by the French group Credit Agricole. 
 
•BNP Paribas Developpement, a BNP Paribas Group subsidiary with 
€2,000 mn (US$ 2,242 mn) under management. 
 
• Africlnvest, a private and venture capital investment firm with US$1.5 
bn of assets under management. 
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Disclaimer 
Evaluate Research provides institutional equity research on global public mid-

cap companies. All information used in the publication of this report has been 

compiled from publicly available sources that are believed to be reliable; and 

we do not seek insider information for writing this report. Opinions, estimates 

and projections in this report constitute the current judgment of the analyst(s) 

as on the date of this report.  It is not guaranteed as to accuracy, nor is it a 

complete statement, of the financial products, securities, or markets referred 

to. Opinions are subject to change without notice. To the extent permitted by 

law, Evaluate does not accept any liability arising from the use of information 

in this report.   

 

This document is provided for information purposes only, and is not a 

solicitation or inducement to buy, sell, subscribe, or underwrite securities or 

units. Evaluate does not make individually tailored investment 

recommendations. Any valuation given in a research note is the theoretical 

result of a study of a range of possible outcomes, and not a forecast of a likely 

share price. The securities, issuances or investment strategies discussed in this 

report may not be suitable for all investors. Investments involve many risk and 

potential loss of capital. Past performance is not necessarily indicative of future 

results. Evaluate may publish further update notes on these 

securities/companies but has no scheduled commitment and may cease to follow 

these securities/companies as may be decided by the research management. 

 

The companies or funds covered in this research may pay us a fee in order for 

this research to be made available. Any fees are paid upfront without recourse. 

Evaluate and its analysts are free to issue any opinion on the security or 

issuance. Evaluate seeks to comply with the CFA Institute Standards as well 

as NIRI Guidelines (National Investor Relations Institute, USA) for all conduct, 

research and dissemination of research, particularly governing independence 

in issuer commissioned research. 

 

Forward-looking information or statements in this report contain information 

that is based on assumptions, forecasts and estimates of future results, and 

therefore involve known and unknown risks or uncertainties which may cause 

the actual results, performance or achievements of their subject matter to be 

materially different from the current expectations. 

 

Evaluate makes an effort to use reliable, comprehensive information, but 

makes no representation that this information is accurate or complete. 

Evaluate is under no obligation to update or keep current the information 

contained herein. The compensation of the analyst who prepares any Evaluate 

research report is determined exclusively by Evaluate’s research and senior 

management. 

 

Evaluate Research Ltd. does not conduct any investment banking, stock 

brokerage or money management business and accordingly does not itself hold 

any positions in the securities mentioned in this report. However, Evaluate’s 

directors, affiliates, and employees may have a position in any or related 

securities mentioned in this report at an appropriate time period after the 

report has already been disseminated, and in compliance with all CFA Institute 

Standards. 

 

No part of this report may be reproduced or published without the prior written 

consent from Evaluate Research Ltd. Please cite the source when quoting. 

 

Copyright 2015 Evaluate Research Limited. All rights reserved. 
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