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Turnaround/ Attractive Entry Point 
 
Sintex Plastics Technology [SPTL] has undergone a period of 
restructuring in the recent past.  With things now stabilizing for the 
company, we believe the stock offers investors with a favorable risk 
reward scenario. SPTL’s custom molding business continues to grow 
steadily, and management expects to see significant increases at its retail 
division.  Importantly, prefab and infra, the key contributor to the poor 
performance in the last few quarters now seems to have established a 
steady revenue run-rate. With this, and an expected improvement in 
margins, SPTL is expected to see significant growth in FY20 and beyond. 
We estimate revenue and profit CAGR for the company of 8% and 23% 
respectively over FY19 - FY23.  Additionally, free cash flow generation 
remains robust with a free cash flow yield of 20.3% in FY19 and 27.6% in 
FY20.   
 
Going ahead, SPTL will have a stronger balance sheet, positive free cash 
flows, improving ROCE, lower debt and working capital requirements.  
The recent change in auditors and getting a debt investor like KKR on 
board should also help improve corporate governance. With more than 
80% decline in the stock price since the post-demerger listing, it offers 
investors with an attractive entry point.  Valuations at current levels look 
extremely compelling at 4.10x P/E, 27.6% free cash flow yield and 0.55 
P/B on our FY20 estimates.  The stock trades at a sharp 77% discount to 
peers’ FY20 P/E multiple of 17.5x.  While part of the current discount can 
be explained by the recent weak financial performance of the company, 
we believe the current discount is just too large and once profit growth 
resumes, the stock will re-rate higher.  We value SPTL at Rs.70 per 
share which implies a P/E of 12.8x, on our FY20 EPS, and a return 
potential of 210% from the current stock price.  Our target price 
implies a free cash flow yield of 8.8% on our FY2020 estimates. 
 
Resumption of Growth from FY20 
The last couple of years have seen SPTL report weak financial 
performance.  This has been contributed by a number of one-time factors. 
External factors like currency Demonetization in India and the 
introduction of the Goods and Services Tax had a negative impact on the 
company.  In addition to these, management’s strategic shift with respect 
to the prefab and infra business has resulted in a further weakening in 
financial performance. With the prefab and infra segment now having 
bottomed out and stabilizing, we see numbers for SPTL improving going 
ahead to 
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ahead to FY20.  The custom moulding business remains stable and we expect it [CM + 
retail] to grow by 13% CAGR over FY19 – FY23.  The retail business on the other hand 
is seeing significant growth as management has implemented a number of measures to 
boost this segment.  Additionally, margins too are expected to recover, as per 
management, as higher costs associated with certain expenses for new product 
launches, restructuring etc will not recur.  These revenue and margin factors drive our 
expectation of SPTL reporting consolidated growth in revenues and net income from 
FY20.  In management’s estimation, EPS range for FY19 and FY20 are expected to be 
INR 3.20 – 3.50 and INR 6.50 – INR 7.00 respectively. 
 
Strong FCF Generation 
SPTL, led by the customs moulding business, generates strong free cash flow. For FY17 
and FY18, the company had free cash flow of INR 718mn and INR 1,200mn 
respectively, despite a number of headwinds.  FY18 cash flow was impacted by the 
reduction in the prefab and infra business as well as a one-time impact from the 
introduction of the Goods and Services Tax [GST] in India.  Looking ahead, with these 
issues now behind the company and a likely bottoming out of earnings, we expect FCF 
to improve going ahead.  Importantly, management’s focus on strengthening the 
balance sheet and improving cash flows, especially by strategically scaling down the 
more working capital intensive prefab and infra business should contribute to growing 
FCF going ahead.  Furthermore, CAPX requirements are expected to be contained at 
under INR 2bn per year for the next couple of years.  Management aims to maintain 
CAPX to sales at 4% by FY20 - FY22 from 5% in FY18 and better utilize its assets.  With 
this, and a lower actual interest payout of ~4.5% on the debt raised from KKR, in the 
initial years, should also provide a fillip to FCF.  Management expects that the company 
will be able to generate INR 5.5bn in FCF for FY19 and INR 7.0bn in FY20.  On the 
current stock price, this guidance reflects a FCF yield of 37.5% and 47.2% for FY19 and 
FY20, respectively. 
 
KKR Debt Deal 
Earlier in the year, SPTL has completed a debt deal with KKR and its affiliates for 
INR11.9bn that will flow into the company’s wholly owned subsidiary - Sintex-BAPL.  
This debt will be used to refinance existing debt, finance growth in the B2C business 
and capitalize on product categories like auto and defense plastics.  The terms of the 
debt call for an interest payment of ~8.75%, of which the actual interest paid out in the 
first few years will be only ~4.5% with the balance being back dated.  SPTL’s current 
average interest costs are ~10%.  This should allow SPTL to lower interest costs 
through debt refinancing as well as improve cash flows in the first few years due to 
lower actual interest outgo.  Importantly, there is no equity involved in this deal.  Debt 
repayments are due in years 4 - 10, with no repayments in the first 18 months.  KKR 
has also appointed its representative, Mr. Tashwinder Singh, to the Board of Sintex - 
BAPL.  Post the debt investment by KKR, the company has changed their auditors for 
both SPTL and Sintex - BAPL to BSR & Associates, an affiliate of KPMG, a positive step in 
our view. The investment by KKR, we believe, is a positive for SPTL and is expected to 
improve corporate governance levels.  Additionally, management views the investment 
as a vote of confidence in the company. 
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Debt Reduction 
Debt reduction and a stronger balance sheet with positive cash flow generation now 
remain key areas of focus for SPTL management.  SPTL had already lowered net debt 
from INR 39.2bn in FY17 to INR 31.6bn in FY18.  With the warrants issue to promoters, 
the company expects to use the proceeds to pay down debt.  Additionally, with the 
business generating free cash flow, this too will be used to pay down debt.  By the end 
of FY19, management expects net debt to be at INR 28bn.  On our FY19 EBITDA 
estimate, this would imply a net debt to EBITDA of 3.7x.  The company’s target net debt 
to EBITDA range is 2.0x-2.5x by FY20 to FY21. In addition to lowering existing levels of 
borrowing, the recent transaction with KKR, while will not lower absolute debt, it will 
reduce interest costs for SPTL. The company will use the proceeds from this 
transaction to repay higher cost debt.  Furthermore, with actual interest outgo to be 
lower in the first couple of years for the new KKR debt, SPTL’s cash flows in those years 
will improve. 
 
Warrants Issue to Promoters 
SPTL has issued warrants to its promoter group for 66.7mn shares at an exercise price 
of INR 90/share.  This implies a total value of INR6bn.  The proceeds from the issue of 
the warrants is to be used towards paying down debt of the company.  Currently, the 
promoters have already exercised/converted 36.9mn warrants amounting to 55% of 
the total issue and the balance 29.8mn remains.  The remaining warrants too are 
expected to be exercised by April 2019.  Despite the current stock price being well 
below the exercise price of INR 90, the promoters have reiterated their commitment to 
exercise the warrants.  The expected further dilution, assuming all outstanding 
warrants are converted, stands at 4.8% on the current shares outstanding of 614.5mn.  
With a cash inflow of INR6bn expected through the warrants issue [after exercise and 
conversion], debt at SPTL is expected to go down further.  To subscribe to the warrants, 
SPTL’s promoters had pledged shares to raise funding.  They do not expect to create 
any further pledges and estimate that current pledges will be released over the next 18 
months. 
 
Retail Strategy 
The Sintex brand, with a history of over 43 years, is a “Superbrand” and synonymous 
with water storage in India. In these water storage products, the company has a varied 
portfolio and more than 50% market share across India in premium category.  The 
company also has other retail plastic product offerings like doors, dustbins, sandwich 
panels, cabinets, water treatment plants, etc.  Doors is one product the company 
expects to grow in the next 5 years.  In the last quarter, management announced the 
separate focus on the retail and institutional businesses to cater to their individual 
needs better. For this, SPTL has appointed separate CEO’s for both verticals.  For the 
institutional business, the company will look to improve focus, ensure faster 
turnaround and better servicing and leverage relationships over a longer term.  
Moreover, SPTL looks to manage key client accounts through a focused sales force.  
This should help the company better cater to the requirements of large customers and 
improve client retention. 
 
The new model for the retail business includes a number of changes to drive growth.  
These include direct control on retail sales and connecting with end customers, a new 
distribution channel to launch products and more market and customer focus while 
launching new products. 
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launching new products. Additionally, the company is looking to leverage efficiency 
across business functions like IT, HR to ensure a faster turnaround to market.  SPTL has 
invested in software and implemented changes in the distribution and retail trade 
channel with the entire network now connected through SAP/Dealer Management 
System/Retailer app to ensure last mile connectivity.  The software is now live through 
India and is tracked daily by the frontline sales team.  This should help the company 
better assess customer preferences, inventory and effectively manage their supply 
chain. 
 
The company has launched 3 tanks [anti-bacterial, Neo and Ace] in 1HFY19 and now 
has a complete offering of tank products.  They have also been working on the design, 
distribution of products like doors and windows, for which marketing has begun.  
These new products should, in our view, lead to sustained growth in the near term.  
SPTL is also looking at better pricing and margin in the retail business. Changes to the 
retail channel and retail margins have been launched in North India where growth has 
been in excess of 50% following this.  The company has also launched them in East 
India and expects to roll out pan India as well.  SPTL has revamped its distribution 
strategy and is increasing penetration in a granular manner by entering into much 
smaller micro markets.  They are currently targeting 642 districts in FY19 and FY20 
and will subsequently gradually enhance its presence across the country.  This 
enhanced reach and improved distribution should help drive growth and enable the 
company to reach its target sales level for the retail business. 
 
High growth in the Retail Business 
Management expects revenues for the retail business to touch INR 5bn by FY19 and 
INR 11bn by FY22, with growth sustaining at 30% - 35%. With the revamped retail 
strategy, new product launches, enhanced distribution and the change in the 
company’s approach towards the segment, management has laid the foundation for the 
next 4 – 5 years and they aim to grow sales by 3x over the next 6 years.  While water 
tanks are the largest product in the retail segment, SPTL believes that its doors and 
windows products have the potential to grow meaningfully from here. New products 
are to be launched once all the changes to the retail business have been initiated across 
the country.  Margins at the retail business stand at 13.5% - 14.0% and management 
believes margins could improve to 14.5% by the end of the year. 
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Custom Moulding Business is Steady 
Custom moulding [CM] is SPTL’s largest division, accounting for ~80% of revenues in 
1QFY19 [including retail], in our estimate.  Excluding retail, we estimate CM would 
account for 67% of FY19 revenues.  SPTL reports the custom moulding and retail 
segment together in its financials.  SPTL has 35 manufacturing facilities across 9 
countries and they make products that are used in a number of industries like 
automobiles, defense, electrical, industrial etc.  The company also has a range of 17 
custom moulding technologies like injection, LRTM, HVAC, etc. Furthermore, the 
customer base for CM is well diversified with no single customer contributing more 
than 5% to CM sales.  CM has been the steadiest of SPTL’s business over the last few 
years.  Additionally, cash flow generation remains robust for CM.  Where the company 
designs and develops CM products specifically for customers, stickiness remains high 
and the company has longer duration revenue visibility and better profitability. 
 

 
 
Domestic Custom Moulding Driven by Autos 
SPTL’s India custom moulding business is largely driven by the auto industry, where 
the company has partnerships with a number of automobile companies to develop and 
supply plastic parts to be used in their vehicles.  SPTL has a long history of over 30 
years with auto companies in India and the company has manufacturing facilities near 
auto hubs. Domestic clients include Tata Motors, Maruti, Cummins, etc. The company’s 
product portfolio includes exterior and interior systems, under the hood systems and 
plastic components.  In addition to composites, SPTL also has a presence in precision 
parts and off highway components.  Switching to plastic composites like the products of 
SPTL, enables auto companies to not only reduce the weight of vehicles without 
impacting strength but also improve fuel efficiency.  The expected introduction of the 
BS VI norms by 2020in India will provide significant growth potential for the company 
as it will lead to new safety measures becoming mandatory.  Management expects to 
see an improvement in prospects for products like critical precision engine parts, fuel 
system parts and passenger safety features.  SPTL is already witnessing an 
improvement in the order book for its JV company – BAPL Rototech. This company, a JV 
with RototechSrl [Italy] provides plastic products for CV’s in India.  With auto being the 
largest segment for the domestic CM business, the company is working towards 
diversifying 
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diversifying into other segments in India like electricals.  Overall, for the domestic 

business in FY19, SPTL expects to see growth of 12% and an improvement in margins 

going ahead.  The company is working with consultants to reduce plant and operational 

costs. 

 
 
International Custom Moulding 
SPTL has undertaken acquisitions over the years that have helped the company grow 
its international business.  Europe is now a major geography for the company and 
Sintex Nief Plastics [SNP] represents their interest in this market.  SPTL has a presence 
in Germany, France, Eastern Europe and North Africa.  The company has been able to 
leverage its technological expertise and manufacturing facilities in Europe and North 
Africa to create a niche.  Unlike India, where auto is the dominant industry for the 
company, in these markets the company offers products for the auto, 
electrical/electromechanical equipment, aeronautical, defense, appliances, medical and 
construction companies.  Some of SPTL’s international clients for CM include large 
well-known companies like Schneider, Legrand, ABB, EADS, Siemens, etc.  Sintex NP 
has been SPTL’s most profitable acquisition with a FY12 – FY16 revenue and net profit 
CAGR of 11.4% and 7.2% respectively.  Through its subsidiary Sintex Wausaukee, the 
company had a presence in the US market to supply composites to a number of OEM’s.  
However, the requirement of highly skilled personnel resulted in higher operational 
costs.  This along with weakened demand led to poor financial performance and the 
business was subsequently sold to Carfair Composites USA in 2017.  Going ahead, SPTL 
now looks to find opportunities with North American OEM’s that will be developed 
through Sintex BAPL India.  Performance in Europe remains robust with 1QFY19 
revenues and margins at highs. SPTL has a number of initiatives in the electrical vehicle 
space that are under implemented.  The company’s exports to the US are also gaining 
traction.  To improve margins, for products to be sold in Europe, SPTL has transferred 
some manufacturing to India. The international business is expected to grow at 10% 
with margins remaining steady. 
 



7 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
            

 

 

 

 

 

 

 

 
 

 
 
Prefab and Infra Division 
The prefab and infra business for SPTL largely comprises of prefabricated structures 
and monolithic construction.  Prefabricated structures are completely knocked down 
kits that are assembled on site and SPTL is a pan-India player in this space.  These 
products are made from plastic, concrete and other material and help in minimizing 
wastage and are cost effective.  The company’s manufacturing plants cover 80% of 
India’s geography and allow for execution of the structures using different materials 
based on varying requirements.  Some of SPTL’s products include public healthcare 
Centre’s, portable toilets, classrooms, labor colonies, bunk houses, etc.  Demand for 
prefab structures has been driven by a number of government initiatives and policies 
like Swach Bharat Abhiyaan [Clean India Mission], Sarva Shiksha Abhiyaan [Education 
for All] and the Clean Ganga Mission. Furthermore, the mandate to corporates to invest 
a certain portion of profits toward CSR has led to demand from large companies for 
prefab structures. 
 
Monolithic construction on the other hand, uses a method that involves constructing 
wall and slabs by pouring concrete in to a lightweight formwork system and using only 
small quantities of reinforcement bars.  As compared to traditional construction 
techniques, monolithic constructions have a faster turnaround time is cheaper and eco-
friendly.  As a result, it is preferred for low-cost housing projects.   Due to the elevated 
working capital needs and payment delays in the monolithic construction in the past, 
SPTL had strategically decided to reduce this business.  Looking ahead, management is 
looking to scale this business down further to zero by 1HFY20. In addition to prefab 
and monolithic construction, the company has also completed large projects, 
strengthening its civil and mechanical engineering construction expertise. 
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Prefab and Infra Business to Stabilize 
SPTL management has changed its strategy with respect to the prefab and infra 
business, which has resulted in sharp declines in revenue and profitability for this 
segment and consequently SPTL as a whole.  Government contracts have formed a 
significant portion of business for these segments but have longer working capital 
requirements and delays in receivables associated with it.  Working capital required for 
prefab and infra is significantly higher than that for the custom molding business.  
Additionally, some government projects require bank guarantees which are only 
released 2 - 3 years after the project is complete.  These together put pressure on 
profitability and cash flows for the business.  As a result, the company has consciously 
decided to lower the quantum of the government part of the business and instead focus 
on strengthening its balance sheet, unlocking working capital and generating strong 
cash flows.   
 
Since listing, overall SPTL has reduced working capital required from ~100 days to 70 
days and cut down its government business by more than half.  With the prefab and 
infra segment revenue down 16.3% in FY18 and 49.6% YoY in 1HY19, the majority of 
the decline in this business is now behind the company.  Additionally, SPTL also 
expects the release of certain bank guarantees related to this business.  This segment is 
expected to generate revenues of INR 8.0bn - INR 8.5bn along with EBITDA of ~INR 
1.1bn in FY19.  Within this, the monolithic segment is estimated at ~INR 1.4bn.  
However, the company does not intend to continue the monolithic segment and expects 
to scale it down to zero by 1HFY20.  Looking ahead, prefab and infra revenue is 
estimated to grow from FY20, with an improvement in profitability being seen from 
3QFY19.  Further, the company will look to focus on corporate projects for this 
business. With government orders expected to pick up closer to the elections in 2019, 
SPTL will only selectively look at government orders.  The prefab and infra business 
currently accounts for 20% of the company’s 1HFY19 revenue. 
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 Plastics is a Growing Area 
The per capita consumption of plastics in India remains very low at 11kg against 36kg 
in China, 65kg in Europe and the world average of 28kg.  This implies that there exists 
significant room for this industry to grow in the country. Additionally, the government 
of India plans to set up 18 plastic parks at an investment of $6.2mn to promote the 
domestic production of plastics in the country.  In composites too, the per capita 
consumption for India at 0.25kg lags that of China at 2.2kg and the US of 10kg.  The 
total market for composites in India stands at less than $400mn, due to the lack of 
awareness about composites, poor technology adoption, cost, delivery capability, etc.  
Additionally, growth of the industry too has remained muted at 6% despite the 
significant growth potential.  The government’s push for infrastructure and 
indigenization of defense along with the “Make in India” initiative is forecasted to 
increase volumes for composites.  In India, the demand for electricals and electronics in 
the composite market is expected to see the highest growth in the next 5 years.  
Globally, composites are expected to touch $42bn by 2022.  This is estimated to be 
driven by higher demand for lightweight materials in aerospace, defense, and 
automotive industries.  Furthermore, the demand for corrosion and chemical resistant 
materials in the construction, pipe and industries, demand for electrical resistivity and 
low flame-retardant materials in the electrical and electronics industry and increased 
interest in the development of wind power plants is expected to fuel growth of 
composites. 
 
SPTL Demerger 
Sintex Plastic Technology was carved out from the erstwhile Sintex Industries which at 
that time housed the company’s plastics as well as textile businesses. Historically, the 
pre-demerger Sintex Industries had high CAPX requirements, negative free cash flow 
and frequent equity dilutions largely due to the textiles business.  The demerger was 
initiated to unlock value from the stronger and cash positive plastics business and 
Sintex Industries began trading ex the plastics business from May 2017.   After the 
demerger, SPTL now comprises the retail, custom moulding and prefab and infra 
divisions while the textile business remains in Sintex Industries.  Both entities are now 
separately listed on the stock exchanges. 
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Margins 
SPTL’s EBITDA margins in FY18 stood at 14.2% and fell to 13.2% in 1HFY19. EBITDA 
margins in FY18 were impacted by certain one-off restructuring and reorganization 
expenses.  1HFY19 margins have been impacted by expenses on account of new 
product launches, software, training and restructuring which have been accounted for 
in the profit and loss statement instead of being capitalized.  Margins in the CM 
business for 1HFY19 was at 16.1%, against 15.7% in 1HFY18.  In 1QFY19, margins for 
CM were impacted by weak performance in the paint shop segment.  However, with 
higher crude oil prices and management’s subsequent focus on higher margin products 
in 2QFY19, CM margins have improved.  For the prefab and infra segment, 1HFY19 
margins stood at 12.3% as compared to 13.2% in FY18.   Going ahead, management 
targets to improve EBITDA margins to 18% - 20% by FY20 – FY22. 
 
Valuation                                                                                                                                                                                                                                                
With SPTL’s stock price down almost more than 80% since its post demerger listing, 
valuations now appear undemanding.  The stock now trades at a P/E of 6.9x on our 
FY19 estimate and 4.1x on our FY20 estimate.  SPTL looks even more attractive on its 
FCF generation, trading at a FCF yield of 20.3% and 27.6% for FY19 and FY20 
respectively.  Indian plastics companies like Supreme Industries, Nilkamal, Motherson 
Sumi trade at a average P/E of 20.7x and 17.5x on FY19 and FY20 EPS, a significant 
premium to SPTL.  While some of this can be explained by the large retail presence 
these companies have and SPTL’s own recent financial underperformance, we believe 
that with a turnaround expected for SPTL, some of this gap is likely to narrow.  
Nilkamal, Supreme Industries and Motherson Sumi trade at FCF yields of 5.7% and 
6.3% respectively, well below SPTL’s 27.6% for FY20.  Management aims to improve 
ROCE from 9% to 16%-20% by FY20 - FY22. We value SPTL at Rs.70 per share 
which implies a P/E of 12.8x, on our FY20 EPS, and a return potential of 210% 
from the current stock price.  Our target price implies a free cash flow yield of 8.8% 
on our FY2020 estimates. 
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Catalysts                                                                                                                        
 
Resumption of growth from FY20 
The last couple of years have seen SPTL report weak financial performance.  This has 
been contributed by a number of one-time factors. External factors like currency 
Demonetization in India and the introduction of the Goods and Services Tax had a 
negative impact on the company.  In addition to these, management’s strategic shift 
with respect to the prefab and infra business has resulted in a further weakening in 
financial performance. With the prefab and infra segment now having bottomed out 
and stabilizing, we see numbers for SPTL improving going ahead to FY20.  The custom 
moulding business remains stable and we expect it [CM + retail] to grow by 13% CAGR 
over FY19 – FY23.  The retail business on the other hand is seeing significant growth as 
management has implemented a number of measures to boost this segment.  
Additionally, margins too are expected to recover, as per management, as higher costs 
associated with certain expenses for new product launches, restructuring etc will not 
recur.  These revenue and margin factors drive our expectation of SPTL reporting 
consolidated growth in revenues and net income from FY20.  In management’s 
estimation, EPS range for FY19 and FY20 are expected to be INR 3.20 – 3.50 and INR 
6.50 – INR 7.00 respectively. 
 
Debt reduction 
Debt reduction and a stronger balance sheet with positive cash flow generation now 
remain key areas of focus for SPTL management.  SPTL had already lowered net debt 
from INR 39.2bn in FY17 to INR 31.6bn in FY18.  With the warrants issue to promoters, 
the company expects to use the proceeds to pay down debt.  Additionally, with the 
business generating free cash flow, this too will be used to pay down debt.  By the end 
of FY19, management expects net debt to be at INR 28bn.  On our FY19 EBITDA 
estimate, this would imply a net debt to EBITDA of 3.7x.  The company’s target net debt 
to EBITDA range is 2.0x-2.5x by FY20 to FY21. In addition to lowering existing levels of 
borrowing, the recent transaction with KKR, while will not lower absolute debt, it will 
reduce interest costs for SPTL.  The company will use the proceeds from this 
transaction to repay higher cost debt.  Furthermore, with actual interest outgo to be 
lower in the first couple of years for the new KKR debt, SPTL’s cash flows in those years 
will improve. 
 
High growth in the Retail Business 
Management expects revenues for the retail business to touch INR 5bn by FY19 and 
INR 11bn by FY22, with growth sustaining at 30% - 35%. With the revamped retail 
strategy, new product launches, enhanced distribution and the change in the 
company’s approach towards the segment, management has laid the foundation for the 
next 4 – 5 years and they aim to grow sales by 3x over the next 6 years.  While water 
tanks are the largest product in the retail segment, SPTL believes that its doors and 
windows products have the potential to grow meaningfully from here. New products 
are to be launched once all the changes to the retail business have been initiated across 
the country.  Margins at the retail business stand at 13.5% - 14.0% and management 
believes margins could improve to 14.5% by the end of the year.  
 
Custom Moulding business is steady 
Custom moulding [CM] is SPTL’s largest division, accounting for ~80% of revenues in 
1QFY19 [including retail], in our estimate.  Excluding retail, we estimate CM would 
account for 67% of FY19 revenues. SPTL reports the custom moulding and retail 
segment together 
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segment together in its financials.  SPTL has 35 manufacturing facilities across 9 
countries and they make products that are used in a number of industries like 
automobiles, defense, electrical, industrial etc.  The company also has a range of 17 
custom moulding technologies like injection, LRTM, HVAC, etc. CM has been the 
steadiest of SPTL’s business over the last few years.  Additionally, cash flow generation 
remains robust for CM. Where the company designs and develops CM products 
specifically for customers, stickiness remains high and the company has longer 
duration revenue visibility and better profitability. 
 
Plastics is a growing area 
The per capita consumption of plastics in India remains very low at 11kg against 36kg 
in China, 65kg in Europe and the world average of 28kg.  This implies that there exists 
significant room for this industry to grow in the country. Additionally, the government 
of India plans to set up 18 plastic parks at an investment of $6.2mn to promote the 
domestic production of plastics in the country.  In composites too, the per capita 
consumption for India at 0.25kg lags that of China at 2.2kg and the US of 10kg.  The 
total market for composites in India stands at less than $400mn, due to the lack of 
awareness about composites, poor technology adoption, cost, delivery capability, etc.  
Additionally, growth of the industry too has remained muted at 6% despite the 
significant growth potential.  The government’s push for infrastructure and 
indigenization of defense along with the “Make in India” initiative, is forecasted to 
increase volumes for composites.  In India, the demand for electricals and electronics in 
the composite market is expected to see the highest growth in the next 5 years.  
Globally, composites are expected to touch $42bn by 2022.  This is estimated to be 
driven by higher demand for lightweight materials in aerospace, defense, and 
automotive industries.  Furthermore, the demand for corrosion and chemical resistant 
materials in the construction, pipe and industries, demand for electrical resistivity and 
low flame-retardant materials in the electrical and electronics industry and increased 
interest in the development of wind power plants is expected to fuel growth of 
composites. 
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Recent results                                                                                                            
1HFY19 results for SPTL remained weak due to the prefab and infra business, higher 
crude oil prices and FX.  Revenue during the quarter was down 16.2% YoY, with prefab 
and infra revenue declining by 49.6% YoY, in line with management’s strategy.  
Additionally, prefab and infra revenues of INR5.1bn in 1HFY19, seems in line with 
management’s steady state run-rate guidance.  1HFY19 CM sales were up 0.9% YoY. 
Due to the spike in crude oil prices, in 2QFY19, management decided to focus only on 
value added higher margin products, which impacted CM revenues.  Within CM, the 
auto, commercial vehicle and mass transit segments continue to grow.  Additionally, 
European operations are also displaying “healthy growth”. Gross profits fell by 10.1% 
YoY while gross margins improved by 310bps YoY to 45.1%.  Employee costs increased 
by 7.5% YoY and other expenses were 3.1% YoY lower, leading to a 22.5% YoY fall in 
EBITDA.  EBITDA margins were 13.2% in 1HFY19 against 14.3% in 1HFY18.  At the CM 
division, EBITDA margins were 16.1% against 15.7% in 1HFY18.  For the prefab and 
infra business on the other hand, margins were reported at 12.3% as compared to 
13.2% in 1HFY18.  Depreciation and amortization expenses were down 6.0% YoY while 
adverse FX resulted in finance costs increasing by 16.9% YoY.  Profit before taxes and 
exceptional items declined 58.9% YoY while net profit before exceptional items fell 
44.2% YoY.  Looking ahead, management expects better performance in 2HFY19. 
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Risks                                                                                                                                  
 
Further slowdown in the prefab and infra business 
SPTL’s prefab and infra business has been a significant drag on financial performance 
in recent quarters.  Management has indicated that this business has now stabilized.  
However, any further decline in this segment’s revenues and profitability can put our 
current EPS estimates at risk. 
 
Slowdown in custom moulding and retail 
Both the custom moulding and retail segment have been growing well for SPTL.  Any 
slowdown in these segments will impact the company’s financial including its ability to 
generate robust free cash flows. 
 
Higher CAPX 
Currently, management has guided toward controlling CAPX for the next couple of 
years.  However, any sharp increase in CAPX will put pressure on FCF as well as the 
company’s ability to pay down debt. 
 
Any further equity dilution 
Historically, the pre-merger Sintex Industries [textiles + plastics] had frequent equity 
dilutions largely due to the textiles division.  With the recent warrant issue and 
consequent equity dilution for SPTL, we do not expect to see any further dilutions 
going ahead.  This however remains a risk for investors. 
 
Company Description                                                                                              
Headquartered in Kalol, Gujarat, Sintex Plastics Technology Limited is a globally-
respected conglomerate with a large and growing presence in plastics processing. The 
Company has an expansive presence in India and across the globe through its 
subsidiaries that cater to diverse high-growth sectors. 
 
The Company’s presence in India is catered to by its two subsidiaries Sintex-BAPL 
Limited and Sintex Prefab & Infra Limited. 
 
Sintex-BAPL Limited 
The Company develops and delivers custom moulding solutions for various user 
sectors in India. This Company also has a global presence through its step-down 
international subsidiaries, namely Sintex NP SAS (Europe), Sintex Wausaukee 
Composites Inc. (the US) and Sintex Logistics. 
 

 Sintex NP: This is a large conglomerate of small companies with niche expertise 
catering to leading global brands operating in Europe. 

 Sintex Wausaukee: The Company marked its presence in the large and lucrative 
US markets. But due to strategic reasons its operations were discontinued and 
substituted by Sintex Logistics LLC. 

 Sintex Logistics LLC: This is the recent addition to the Company’s global 
footprint. This marketing and business development out will source solutions 
from the Indian operations for its US clients. 

 BAPL RototechPvt. Ltd: BAPL Rototech manufactures plastic components using 
Roto-Moulding and Blow Moulding technologies for the needs of the 
Automotive industry in Commercial Vehicle (CV) segment in India and globally. 
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The Company’s custom moulding operations can be classified into two segments 1) 
Application-specific standard products catering to diverse sectors and 2) Customer- 
specific products primarily catering to the automotive sector. 
 
Application-based custom moulding: This is the flagship vertical accounting for more 
than 70% of the Company’s revenue. Under this vertical, the Company has developed 
niche solutions for critical applications which are high on the Government’s priority list 
namely water management, sewerage management, garbage management, 
warehousing and power theft, among others. Increasing awareness and growing 
acceptability of the Company’s products across states is driving business volumes. In 
addition, the Company is focused on expanding its presence with India Inc. with 
considerable success. As a result, new customer addition and strong business relations 
with existing corporates is also making a heartening contribution to business growth. 
Customer-specific custom moulding: This business is largely customer centric, where 
the Company designs and develops components as per customer requirements. While 
product development and approval take considerable time, once approved customer 
stickiness is high (due to prohibitive switch-over costs) leading to long revenue 
visibility and high profitability. While the Indian operations are primarily concentrated 
on developing components for the automobile sector, the Company is diversifying its 
sectoral exposure to other high-growth business spaces. Electricals are one such case in 
point. 
The global custom moulding operations of the Company are completely customer- 
specific. As this segment accounts for about 25-30% of the Company’s topline, its 
contribution to the profits and profitability is most significant. 
 
Sintex Prefab& Infra Ltd 
Undertakes manufacture and sale of prefabricated structures and medium-sized EPC 
orders for various infrastructure projects. This business comprises of two distinct 
segments – the social infrastructure segment and the infrastructure piece. 
 
Social infrastructure: This segment consists of the prefabricated structures (Prefabs) 
and monolithic construction verticals. Both are novel technologies for creating social 
infrastructure economically and with speed. 
 
Infrastructure projects: In less than six years of business operation, the Group has 
completed large important projects, strengthening its expertise in civil and mechanical 
construction. The Company’s most recent completion was the successful completion of 
Phases I and II of the spinning unit of Sintex Industries Limited. 
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Appendix                                                                                                                                     
 
Comments from Mr. Amit Patel, CEO – Sintex Plastics Technology Ltd. 
In the light of the recent downtrend in our stock price of Sintex Plastics Technology Ltd, 
we as management share your concerns and I assure you of taking appropriate 
measure to rectify the same. 
 
In our journey after demerger and SPTL listed as an entity.  We took a view on long 
term prospects for the company to make the business model more resilient, exit 
government business, utilise capital more productively and improve balance sheet. 
 
In the last 5 quarters,  since SPTL has been reporting we have cut down the 
government business by more than half,  reduced working capital needs which 
traditionally stood over 100 days is now down to 70 days.  We have also repaid debt 
which stood at Rs 3920 crore in FY17 to Rs 3164 as of March 2018.   Going forward, we 
intend to reduce another Rs 300-400 crore in FY19 as well.   Our target is to get the Net 
Debt to EBITDA to 2.3 times by FY20 is clear.   All these measures will reduce our 
interest burden in coming years. 
 
As debt reduction exercise continues, we are also working on better governance 
standards.  KKR has infused Rs 1180 crore in debt in our step down subsidiary SBAPL 
and is also representing on the Board.  Besides, our Auditors are from the Big 4 across 
the group which is a major confidence boosting factor for SPTL Investors. 
 
We are focusing on significant cash generation over coming years as our Capex’s are 
very low, below Rs 200 crore per year.  The pace of capital expenditure will continue to 
be low for next 3-4 years and growth will largely be driven by asset utilisation, 
debottlenecking and value added products.  Q1FY19 we had an Operating cash of Rs 
100 crore with a capex of Rs 21 crore, hence we are generating free cash on a quarterly 
basis. 
 
As we consistently move towards an improved balance sheet, generate cash and 
enhanced governance standards.  The change in the structure of management to 
catapult our retail and institutional business is a focal point, driven by brand leveraging 
and optimizing customer focus. We implemented changes in distribution and retail 
trade channel and connected the entire network on SAP/ Dealer Management System/ 
Retailer App to get the last mile connectivity.  The entire business tracking software 
from dealer management to retail business is live pan India, on a daily tracking basis by 
the frontline sales team. The move will entail a strong headline growth driven by the 
retail and institutional piece which is witnessing a high growth currently and is 
sustainable in coming years. 
In the midst of all of this, we gradually intend to build the tempo of transparency and 
communication with our shareholders to regain confidence among investors.  Our team 
is working hard to build the business brick-by-brick and I believe it is time that 
markets will realize our efforts to transform the entire business model, more resilient 
and sustainable. We will improve our disclosures gradually in tune with investor 
expectations. 
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Management Bio                                                                                                      
Amit D. Patel, Managing Director and CEO  
Mr. Amit D. Patel, B.Com.MT (USA) serves as the Group Managing Director at Sintex 
Industries Limited. Mr. Patel has experience of 18 years in the textile, chemicals and 
plastics industries. He has been an Executive Director at Sintex Industries Limited since 
October 21, 1993. Mr. Patel graduated with a Bachelor's degree in Commerce and has 
additional qualifications of MT from the United States. 
 
Gaurav Agrawal - CFO 
Mr. Gaurav Agrawal has been Chief Financial Officer of Sintex Plastics Technology 
Limited since September 15, 2017. 
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Income Statement (INR million) FY 2017 FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F CAGR 

Revenue 59,946.8 55,359.6 50,358.7 57,019.2 67,203.7 74,766.3 81,920.7 8% 

y/y -12.5% -7.7% -9.0% 13.2% 17.9% 11.3% 9.6% 

 COGS -32,242.8 -31,770.4 -28,100.2 -31,702.7 -37,398.8 -41,570.1 -45,547.9 

 Gross Profit 27,704.0 23,589.2 22,258.6 25,316.5 29,804.8 33,196.2 36,372.8 

 Gross margin (%) 46.2% 42.6% 44.2% 44.4% 44.4% 44.4% 44.4% 

 Employee Expense -7,405.9 -7,039.3 -6,194.1 -7,041.9 -8,400.5 -9,345.8 -10,240.1 

 as a % of sales 12.4% 12.7% 12.3% 12.4% 12.5% 12.5% 12.5% 

 Selling, General and Administrative Expenses -12,469.4 -11,243.1 -10,993.6 -11,879.9 -13,515.4 -14,941.7 -16,375.6 

 as a % of sales 20.8% 20.3% 21.8% 20.8% 20.1% 20.0% 20.0% 

 Operating Income 7,828.7 5,306.8 5,070.8 6,394.8 7,889.0 8,908.7 9,757.1 13% 

y/y 

 

-32.2% -4.4% 26.1% 23.4% 12.9% 9.5% 

 Operating margin (%) 13.1% 9.6% 10.1% 11.2% 11.7% 11.9% 11.9% 

 Interest Expense -2,632.5 -3,000.7 -2,880.3 -2,351.1 -1,910.1 -1,469.1 -1,028.1 

 Other recurring (expenses)/income 350.0 584.2 613.4 694.5 764.0 840.4 924.4 

 Other non recurring (expenses) income 0.0 -929.7 

      Pretax Income (reported) 5,546.2 1,960.6 2,804.0 4,738.3 6,742.9 8,280.1 9,653.5 

 y/y 

 

-64.6% 43.0% 69.0% 42.3% 22.8% 16.6% 

 Pretax Income (adjusted) 5546.2 2890.3 2804.0 4738.3 6742.9 8280.1 9653.5 38% 

y/y 

 

-47.9% -3.0% 69.0% 42.3% 22.8% 16.6% 

   - Income Tax Expense -1350.1 -153.8 -681.4 -1151.4 -1638.5 -2012.1 -2345.8 27% 

Effective tax rate (%) 24.3% 7.8% 24.3% 24.3% 24.3% 24.3% 24.3% 

   - Minority Interests   0 0 0 0 0 0 

 Income Before XO Items 4196.1 1806.8 2122.6 3586.9 5104.4 6268.0 7307.7 

 y/y 

 

-56.9% 17.5% 69.0% 42.3% 22.8% 16.6% 

   - Extraordinary Loss Net of Tax 0.0 -449.1 0.0 0.0 0.0 0.0 0.0 32% 

Net Income (reported) 4196.1 1357.7 2122.6 3586.9 5104.4 6268.0 7307.7 

 y/y 

 

-67.6% 56.3% 69.0% 42.3% 22.8% 16.6% 

 Exceptional (L)G 0.00 225.92 

     

40% 

Net Income (adjusted) 4,196.1 2,510.6 2,122.6 3,586.9 5,104.4 6,268.0 7,307.7 

 y/y 

 

-40.2% -15.5% 69.0% 42.3% 22.8% 16.6% 

 Basic EPS (reported) 7.6 2.4 3.2 5.5 7.8 9.6 11.2 24% 

Basic EPS (adjusted) 7.6 4.4 3.2 5.5 7.8 9.6 11.2 

 

         Basic Weighted Avg Shares 554.94 572.87 654.00 654.00 654.00 654.00 654.00 

 

         Diluted EPS (reported) 7.56 2.33 3.25 5.48 7.80 9.58 11.17 

 y/y 

 

-69.2% 39.3% 69.0% 42.3% 22.8% 16.6% 

 Diluted EPS (adjusted) 7.56 4.31 3.25 5.48 7.80 9.58 11.17 37% 

y/y 

 

-43.0% -24.7% 69.0% 42.3% 22.8% 16.6% 

 Diluted Weighted Avg Shares 554.94 582.70 654.00 654.00 654.00 654.00 654.00 21% 
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Balance Sheet (INR million) FY 2017 FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F 

Assets 

         + Cash & Near Cash Items 1,744.3 7,073.7 4,176.5 2,230.5 2,752.4 4,377.1 7,127.5 

  + Short-Term Investments 2,028.2 198.5 198.5 198.5 198.5 198.5 198.5 

  + Accounts & Notes Receivable 12,458.5 8,823.1 8,416.1 9,060.6 9,942.5 10,856.5 12,344.2 

  + Inventories 5,473.0 7,342.6 6,774.8 6,948.5 7,274.8 7,289.0 6,613.8 

  + Other Current Assets 3,401.5 3,022.2 3,022.2 3,022.2 3,022.2 3,022.2 3,022.2 

Total Current Assets 25,105.5 26,460.1 22,588.2 21,460.3 23,190.4 25,743.2 29,306.2 

  + Long-Term Investments 580.6 0.0 0.0 0.0 0.0 0.0 0.0 

    + Gross Fixed Assets 42,359.1 44,019.1 45,983.1 48,092.8 50,579.3 53,345.7 56,376.8 

    - Accumulated Depreciation -1,014.1 -3,429.9 -5,624.6 -7,896.7 -10,484.5 -13,303.7 -16,395.2 

  + Net Fixed Assets 41,345.0 40,875.5 40,358.5 40,196.1 40,094.9 40,042.0 39,981.5 

  + Other Long-Term Assets 4,912.7 4,729.4 9,729.4 9,729.4 9,729.4 9,729.4 9,729.4 

  + Goodwill & other Intangible Assets 17,506.9 17,619.7 17,619.7 17,619.7 17,619.7 17,619.7 17,619.7 

Total Long-Term Assets 64,345.2 63,224.6 67,707.6 67,545.2 67,444.0 67,391.1 67,330.6 

Total Assets 89,450.7 89,684.7 90,295.8 89,005.5 90,634.3 93,134.3 96,636.9 

        Liabilities & Shareholders' Equity 

         + Accounts Payable 8,410.7 6,166.3 5,389.1 6,080.0 7,172.4 7,972.3 8,735.2 

  + Short-Term Borrowings 8,947.9 3,718.9 3,718.9 3,718.9 3,718.9 3,718.9 3,718.9 

  + Other Short-Term Liabilities 10,676.8 8,709.2 8,709.2 8,709.2 8,709.2 8,709.2 8,709.2 

Total Current Liabilities 28,035.4 18,594.4 17,817.2 18,508.1 19,600.5 20,400.4 21,163.3 

  + Long-Term Borrowings 25,933.4 32,937.2 28,937.2 22,937.2 17,937.2 12,937.2 7,937.2 

  + Other Long-Term Liabilities 4,324.8 2,549.9 2,549.9 3,125.9 3,701.9 4,277.9 4,853.9 

Total Liabilities 58,293.6 54,081.5 49,304.3 44,571.2 41,239.6 37,615.5 33,954.4 

  + Total Preferred Equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Share Capital & APIC 554.9 614.5 654.0 654.0 654.0 654.0 654.0 

  + Retained Earnings & Other Equity 30,586.9 34,961.5 40,310.3 43,753.2 48,713.6 54,837.6 62,001.2 

Total Shareholders' Equity 31,141.8 35,576.0 40,964.3 44,407.2 49,367.6 55,491.6 62,655.2 

  + Minority Interest 15.5 27.2 27.2 27.2 27.2 27.2 27.2 

Total Liabilities & Equity 89,450.9 89,684.7 90,295.8 89,005.5 90,634.3 93,134.3 96,636.9 
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Cash Flow (INR million) FY 2017 FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F 

  + Net Income 5,546.2 2,510.6 2,122.6 3,586.9 5,104.4 6,268.0 7,307.7 

  + Depreciation & Amortization 2,303.0 2,415.8 2,194.7 2,272.1 2,587.8 2,819.2 3,091.5 

  + Other Non-Cash Adjustments -1,236.1 0.0 432.0 432.0 432.0 432.0 432.0 

  + Changes in Non-Cash Capital 712.1 -2,066.9 197.5 -127.3 -115.8 -128.2 -49.7 

Cash From Operating Activities 7,325.2 2,859.5 4,946.8 6,163.7 8,008.4 9,391.0 10,781.5 

  + Disposal of Fixed Assets 28.7 

        + Capital Expenditures -6,607.5 -1,660.0 -1,964.0 -2,109.7 -2,486.5 -2,766.4 -3,031.1 

  + Increase in Investments -192.0 763.9 -5,000.0 0.0 0.0 0.0 0.0 

  + Decrease in Investments 59.5 

        + Other Investing Activities 0.1 -112.8 0.0 0.0 0.0 0.0 0.0 

Cash From Investing Activities -6,711.2 -1,008.9 -6,964.0 -2,109.7 -2,486.5 -2,766.4 -3,031.1 

  + Dividends Paid   0.0 0.0 0.0 0.0 0.0 0.0 

  + Change in Short-Term Borrowings 2,908.6 -5,229.0 0.0 0.0 0.0 0.0 0.0 

  + Increase in Long-Term Borrowing   7,003.8 -4,000.0 -6,000.0 -5,000.0 -5,000.0 -5,000.0 

  + Decrease in Long-term Borrowing -5,959.0 

        + Increase in Capital Stocks 1,999.1 2,880.0 3,120.0 

      + Decrease in Capital Stocks   

        + Other Financing Activities   

      Cash from Financing Activities -1,051.3 4,654.8 -880.0 -6,000.0 -5,000.0 -5,000.0 -5,000.0 

Net Changes in Cash -437.3 6,505.4 -2,897.2 -1,946.0 521.9 1,624.7 2,750.4 

Opening cash 

  

7,073.7 4,176.5 2,230.5 2,752.4 4,377.1 

Closing cash 

 

7,073.7 4,176.5 2,230.5 2,752.4 4,377.1 7,127.5 
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Ratio Analysis FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F 

Per Share Data (INR) 

      Basic EPS (adjusted) 4.38 3.25 5.48 7.80 9.58 11.17 

Diluted EPS (adjusted) 4.31 3.25 5.48 7.80 9.58 11.17 

Dividend per share (DPS) 0.00 0.00 0.00 0.00 0.00 0.00 

Book Value per share (BVPS) 30.8 35.7 41.0 48.5 57.9 68.9 

       Margins (%) FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F 

Gross Margin 42.6% 44.2% 44.4% 44.4% 44.4% 44.4% 

Operating Margin 9.6% 10.1% 11.2% 11.7% 11.9% 11.9% 

EBITDA Margin 13.9% 14.4% 15.2% 15.6% 15.7% 15.7% 

Pre-Tax Margin (adjusted) 5.2% 5.6% 8.3% 10.0% 11.1% 11.8% 

Net Income Margin (adjusted) 4.5% 4.2% 6.3% 7.6% 8.4% 8.9% 

       Growth (%) FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F 

Sales growth -7.7% -9.0% 13.2% 17.9% 11.3% 9.6% 

EBIT growth -32.2% -4.4% 26.1% 23.4% 12.9% 9.5% 

Net Income (adjusted) growth -40.2% -15.5% 69.0% 42.3% 22.8% 16.6% 

EPS (adjusted) growth -43.0% -24.7% 69.0% 42.3% 22.8% 16.6% 

       DuPont ROE (%) 7.1% 5.2% 8.1% 10.3% 11.3% 11.7% 

Margin (%) 4.5% 4.2% 6.3% 7.6% 8.4% 8.9% 

Turnover (x) 0.6 0.6 0.6 0.7 0.8 0.8 

Leverage (x) 2.5 2.2 2.0 1.8 1.7 1.5 

       ROA 2.8% 2.4% 4.0% 5.6% 6.7% 7.6% 

Net cash / equity -82.6% -69.0% -54.6% -37.9% -21.8% -6.9% 

       FCF Calculation FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F 

Op. cash  2,859.5 4,946.8 6,163.7 8,008.4 9,391.0 10,781.5 

capex -1,660.0 -1,964.0 -2,109.7 -2,486.5 -2,766.4 -3,031.1 

FCF (INR million) 1,199.5 2,982.8 4,054.0 5,521.9 6,624.7 7,750.4 

FCF margin (%) 2.2% 5.9% 7.1% 8.2% 8.9% 9.5% 

FCF per share 2.06 4.56 6.20 8.44 10.13 11.85 

Price/FCF per share 12.14 5.48 4.03 2.96 2.47 2.11 

FCF Yield 8.2% 18.2% 24.8% 33.8% 40.5% 47.4% 

       Net Cash calculation FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F 

Cash + short term investments 7,272.2 4,375.0 2,429.0 2,950.9 4,575.6 7,326.0 

Less: long term debt + Short Term Debt -36,656.1 -32,656.1 -26,656.1 -21,656.1 -16,656.1 -11,656.1 

Net Cash -29,383.9 -28,281.1 -24,227.1 -18,705.2 -12,080.5 -4,330.1 

       Net cash per share -50.4 -43.2 -37.0 -28.6 -18.5 -6.6 
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Valuation ratio's FY 2018E FY 2019E FY 2020E FY 2021E FY 2022E FY 2023E 

P/B 1.87 0.63 0.55 0.46 0.39 0.33 

P/E 13.35 6.93 4.10 2.88 2.35 2.01 

P/S 0.61 0.26 0.23 0.20 0.18 0.16 

EV/sales 1.14 0.84 0.75 0.63 0.57 0.52 

EV/EBITDA 8.18 5.85 4.91 4.06 3.63 3.31 

EV/EBIT 11.86 8.39 6.65 5.39 4.77 4.36 

EV/FCF 52.45 14.26 10.49 7.70 6.42 5.49 

Dividend Yield (%) 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Div payout on FCF 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

       Receivable days 58 61 58 54 53 55 

Inventory days 84 88 80 71 64 53 

payables days 71 70 70 70 70 70 

Current ratio 1.4 1.3 1.2 1.2 1.3 1.4 

       Enterprise Value Calculation FY 2018 Current 
    Market Cap. 33,505 13,111 
    + Minority Interest 27 27 
    +Total Debt (ST & LT Debt) 36,656 36,656 
    - Cash & Equivalents 7,272 7,272 
    Enterprise Value 62,917 42,522 
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DCF model FY 2017 FY 2018 FY 2019F FY 2020F FY 2021F FY 2022F FY 2023F FY2024F FY2025F FY2026F FY2027F FY2028F 

(in INR million)                         

EBIT 7,829 5,307 5,071 6,395 7,889 8,909 9,757 10,440 10,962 10,414 11,143 11,700 

% growth   -32% -4% 26% 23% 13% 10% 7% 5% -5% 7% 5% 

                          

Taxes @ 24.3% 7.8% 24.3% 24.3% 24.3% 24.3% 24.3% 24.3% 24.3% 24.3% 24.3% 24.3% 

                          

EBIAT 5,923 4,891 3,839 4,841 5,972 6,744 7,386 7,903 8,298 7,883 8,435 8,857 

% growth   -17% -22% 26% 23% 13% 10% 7% 5% -5% 7% 5% 

                          

+ D&A 2,303 2,416 2,195 2,272 2,588 2,819 3,091 3,243 3,405 3,235 3,462 3,438 

- Capital expenditures -6,608 -1,660 -1,964 -2,110 -2,487 -2,766 -3,031 -3,068 -3,221 -3,060 -3,274 -3,438 

- Change in net WC 712 -2,067 198 -127 -116 -128 -50 -110 44 55 -131 -136 

Free Cash Flow to Firm 2,331 3,579 4,267 4,876 5,957 6,669 7,397 7,969 8,526 8,113 8,491 8,721 

FCY y/y growth   54% 19% 14% 22% 12% 11% 8% 7% -5% 5% 3% 

 

Value per Share                     

      Cost of capital       WACC     10.8% 

Terminal Growth 8.8% 9.8% 10.8% 11.8% 12.8%   PV of Free Cash Flow   39,650 

2.6%              118                 94                  76                 62                 51    PV of Terminal Value   42,145 

2.9%              123                 97                  78                 64                 52    Add: Net Cash   -29,384 

3.1%              127               100                  80                 65                 53    Less: Minority Interest   -16 

3.4%              133               104                  83                 67                 55    Total Equity Value   52,396 

3.6%              137               107                  85                 68                 56    Shares outstanding   631.00  

              DCF value     80 
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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. 
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