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Q3 performance in-line with estimates, driven by engineering segment

Skipper reported 33% y-o-y topline growth driven by 10% increase in realisation and 23%
volume growth. Engineering segment reported better than expected growth of 29% y-o-y
while PVC segment reported lacklustre growth of 6%. EPC segment revenue remained stable.
- EBITDA margin for the quarter reduced by 80bps y-o0-y to 13% due to increase in raw
material prices. EBIT margin for engineering segment reported at 13% while for PVC segment
at 7%.

- Finance cost fell by 8% y-o-y due to rating upgrade from CRISIL. PAT improved by 32% y-o-y.

Other highlights

Order inflow of Rs525cr: Skipper secured orders worth Rs525cr during the quarter as against
Rs450cr secured during Q3FY17. The company secured Rs86¢r order from Relince Jio for
telecom tower and Rs150cr order from Telangana SEB. Order book stands at Rs2530cr
(1.6xFY17 sales). International order book is 15% of total orders.

CWD Certification to promote entry in North America: Skipper cleared Canadian Welding
Bureau (CWB) audit which is mandatory requirement to supply structure steel to many in US
and Canada. This enables Skipper to supply power transmission towers and poles to the
North American market.

Rating upgrade reduced Finance cost: CRISIL upgraded rating of Skipper to AA- on the bank
facilities which is likely to reduce Skipper’s finance cost by 1%.

Railways & Solar contribution to increase: Management is optimistic on improving
contribution from railways and solar segments. It targets to increase contribution from these
segments to 15% of revenue by FY19E.

PVC segment outlook: Post GST PVC segment growth rate has gone down to single digit. The
company is facing pricing pressure in this segment due to lacklustre demand growth putting
pressure on margin. Management expects outlook to improve for the segment in FY19E.
However, further capacity expansion will be undertaken post utilization of current capacity.

120 Capex to drive earnings: capacity utilization for engineering products division is at 90%.
160 Company has undertaken caped of Rs850mn for FY19E including Rs300mn for PVC segment.
140 Compay plans to increase engineering product’s segment capacity through brownfield
120 expansion by 15% in FY19E which will facilitate them to cater order book. As ramp up of PVC
132 segment has been below expectations as division reaches optimum utilization Skipper will
&0 increase capcity for the segment.
B s C‘ wb Guwahati tax benefits: The company set up 30000MT engineering products capacity and
{,f*# .,@("-‘7" . i ) T\;ﬂ" L::e?« 7000MT PVC pipes capcity in Guwahati which enjoys tax benefit. This is likely to reduce
@ & o’ & o effective tax rate by 10%.
Valuation: Although PVC segment’s topline has disappointed as engineering product’s
segment has performed better than expectations we maintain our estimates. We expect
5 engineering segment to grow at 15% CAGR over FY17-20E and PVC segment to grow at a
% Shareholdin Dec-18 Sept-17
¢ J P CAGR of 35% on low base of FY18E. We expect company to post EPS of Rs12, 15.7 and Rs20
over FY18E, FY19E and FY20E. At current price the stock is trading at 18xFY18E, 15xFY19E
Promoters 70.35 70.35 and 12xFY20E earnings. EV/EBITDA is at 8.8xFY19E and 7.2xFY20E EBITDA. We recommend
Public 13.95 13.95 ‘BUY’ with target price of Rs329 which offers 41% upside potential.
Others 15.76 15.76
Total 100 100
Met Sales %growth EBIDTA OPM% PAT SGgrowth EPS
FY16 15,062.2 26.0 2,192.5 14.6 951.3 91.7 9.3 24.7 24.9 23.5
FY17 17,029.6 13.1 2,460.4 14.4 1,115.0 17.2 10.9 21.1 22.6 23.6
FY18E 19,959.0 17.2 2, 730.8 13.7 1,27/9.7 14.8 12.5 18.4 21.4 23.0
FY19E 23,507.0 17.8 3,109.6 13.2 1,543.7 20.6 15.1 15.2 21.2 24.0
FY20E 27,813.0 18.3 3,736.4 13.4 1,962.2 27.1 19.2 12.0 21.9 25.7
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Q2FY18 Result Analysis

Particulars

9mFY18

9mFY17

Net Sales

Other Income
Total Revenue

Expenses

Cost of Materials Consumed
Changes in inventory of FG and WIP

Total Raw Material Cost

Gross Profit

Employee benefit Expense

Other Expenses
Total Expenses
EBITDA
Depreciation
EBIT

Finance Costs
PBT

Tax Expense
PAT

EPS

5,664.2

3.3
5,667.5

3,692.6
209.7
3,902.3
1,765.2
235.5
785.6
4,923.5
744.1
117.6
626.5
176.3
450.2
158.2
292.0
2.9

5,156.2

3.3
5,159.5

3,854.9
(397.4)
34575
1,701.9
251.3
764.5
44733
686.1
1205
565.6
200.3
365.3
132.9
232.4

2.3

10%
1%
10%

13%
4%
-6%
3%
10%
8%
-2%
11%
-12%
23%
19%
26%

2,947.4
(104.8)
2,842.6
1,416.7
193.7
631.7
3,668.1
591.3
76.2
515.2
190.0
325.1
103.1
222.1
2.2

33%
-59%
33%

37%
25%
22%
24%
34%
26%
54%
22%
-1%
38%
54%
31%

14,808.7
141
14,822.8

10,503.4
(673.4)
9,830.0
4,992.8

696.8
2,342.2

12,869.0

1,953.8
345.6
1,608.2
545.1
1,063.1
379.0
684.1
6.7

11,001.8

23.3
11,025.1

7,906.4
(765.0)
7,413
3,883.8
538.6
1,609.9
9,289.9
1,735.2
215.4
1,519.8
534.8
985.1
324.4
660.6

6.5

35%
-40%
34%

38%
29%
29%
45%
39%
13%
60%
6%
2%
8%
17%
4%

Q-0-Q

Y-0-Y

Segmental Performance

Segement Revenue
Engineering Products
Polymer Products
Infrastructure Products
Total

Segment Results
Engineering Products
EBIT%

Polymer Products
EBIT%

Infrastructure Products
EBIT%

Q3FY18

4,863.3
539.9
261.0

5,664.2

638.8
13%
36.0

7%
32.0
12.3%

Q2FY18

4,633.7
427.8
94.7
5,156.2

606.0
13%
28.2

7%
11.3
12%

%

5%
26%

176%

10%

5%

28%

185%

Q3FY17

3,784.4
507.6
262.9

4,554.9

481.3
13%
315

6%
36.8
14.0%

%
29%
6%

-1%
24%

33%

14%

-13%

9mFY18

13,148.3
1,400.8
598.6
15,147.7

1,684.3
13%
95.1

7%
72.7
12%

ImFY17

9,982.1
1,387.4
496.4
11,865.9

1,470.7
15%
107.5
8%
70.3
14%

32%
1%
21%
28%
15%

-12%

3%
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Nzt Sales

Raw Matenals
Emploves Cost

Cfher Expenses
Operating Profit
Deprecizfion

PBIT ( Exd O. Income)

Ciherincome
Interesi

PBT

Excepionals

Profit bedore tax (post exceptional)
Pravision for tax

Reported PAT

18

Net Profit

Adjusied Profit { 2xcd Exczplionals)

Equiy capital
Resenes

Net worth

! ]
Non Current Liabilites

Carrent Liabdites
CAPITAL EMPLOYED
Non Current Assets

Freed Assets
Goodwil
Non Cumrend Invesiments
Deferred Tax Ascet
Long Term Loans and Advances

Current Assets

Carrent investments
Inventones

Trade Recsnabiss

Cash anc Bank Balances

Shor Term Loans and Advanoss
QOther Current Assels

CAPITAL DEPLOYED

150622
94342
14398
{2.6852
21925
2412
19513

=

5
{570,

14320

170206 193530 235070
(10.9080) (126845 (15397.1)
{(7315)  (351.0) (10748)
(29297) (35926) (39257)
24604 27308 31096
{3155) (3555  (4053)
21449 23753 27043
313 ? 184
8110) (56856) (5174
15652 18281 22053
15652 18281 22053
4502 5434 6616
11150 127197 15437
11150 127197 15437
11150 12797 15437
1023 1023 1023
48407 58851 71843
48430 59885 72866
217111 214733 18757
61955 63878 78986
133097 151495 16860.9
49230 52098 54802
47731 50371 52818
1500 1725 1984
83865 93400 113808
35818 431591 50822
37297 43712 51483
2623 4693 2877
7129 7849 8626
133097 151495 168609

278130
(182175}
(1,214.3)
(46448)
3,736.4
{4501}
32762

184
14914

28032
28032

8410
1,962.2
1,962.2

19522

1023
88764
8,978.7

15784

_’J" !.7'!
« o
-

=)
00 W M

19,216.9

MNet Profit

Add Dep. & 2mod.

Cash profits

{InciDecin
-Sundry dediors
-inventories
-Loansladvances
“Current Liab and

Provisions

Change in working
capital

CF from Oper. activities
Capex

CF from Inv. activities
CF from Fin. activities

Cash
generated/(utiised)

Cashaistariof ;e year

Cash aiend of fhe year

8317
2189
111156

(14398)

‘b
o
~ =~

16792

2345
13463
{9457)
(287.5)

(748.2)

9513
2412
11925

{12585)
(66.1)
[945.7)

94338

1.1150
3155
14304

(5725)
8578
(849.8)

(255.8)

(765.3)
868.9
(619.5)

{42.2)

(884.8)
1,084.2
(650.0)

(616.0)

(181.8)

4535

19622
4601

24724
(943.1)
{931.0)
(116.0)

86339

{1.126.1)
1,296.2
(600.0)

470.1)

22641

2877

5138

OPM 164 145 144 137 132 134
NPH 88 B 65 64 6.6 71
Tarraie 7 33 338 300 300 3040
Growth Ratios (%)

Net Sales 260 15 131 172 178 183
Operafing Profit 952 19 122 110 138 202
PEIT 1031 10 ag 107 138 211
PaT 917 67 172 148 206 21
Per Share (Rs.}

Net Eamings (EPS) 7 93 108 125 151 192
Cash Eamings (CPS) 103 17 140 160 130 237
Diidend - 14 18 18 20 22
Book Vaiue 297 73 483 585 712 8738
Free Cash Fiow 103 {9.9) 1 24 42 63
Vaiation Ratios

PExX) 203 147 11 184 15.2 120
PBix) 83 62 43 KR 32 28
EVIEBIDTAL) 137 125 11 100 38 72
D Yield(%) - 08 07 08 R 10
FCF Yield{%) 40 {43) 00 11 1.8 30
Return Ratios (%)

ROE 203% 24%% 226% 214% 212% 219%
ROCE 299% 235% 236% 230% 240% 257%
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Disclaimer

Dalal&Broacha Stock Broking Pvt Ltd, hereinafter referred to as D& B (CIN_U67120MH1997PTC111186) was established in 1997 and is an
integrated financial services player offering an extensive range of financial solutions and services to a wide spectrum of customers with varied
needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE). D&B along with
its affiliates offers the most comprehensive avenues for investments and is engaged in the securities businesses including stock broking
(Institutional and retail), depository participant, portfolio management and services rendered in connection with distribution of primary market
issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEBI (Research Analysts) Regulations,
2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is
registered in any time in the past. It has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its
certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied minor
penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report
accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference
to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of No
the subject company at the end of the month immediately preceding the date of publication of Research

Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past twelve No
months

Whether the Research Analyst has managed or co-managed public offering of securities for the subject No
company in the past twelve months

Whether the Research Analyst has received any compensation for investment banking or merchant banking No
or brokerage services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation for products or services other than No
investment banking or merchant banking or brokerage services from the subject company in the past twelve

months

Whether the Research Analyst has received any compensation or other benefits from the subject company No

or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our
salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect
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opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions
that may be inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest including but not limited to those stated herein. Additionally, other important information regarding our relationships with the company or
companies that are the subject of this material is provided herein. This report is not directed to, or intended for distribution to or use by, any person
or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability
or use would be contrary to law or regulation or which would subject D&B or its group companies to any registration or licensing requirement
within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any
financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be
construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in
United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor
its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written
permission of D&B . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of D&B or its Group
Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any
unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please
ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange
Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be
reliable, although its accuracy and completeness cannot be guaranteed.

Contact Email ID Contact No. Sector

Mr. Kunal Bhatia kunal.bhatia@dalal-broacha.com 022 67141442 Auto, Auto Ancillary, FMCG
Ms.CharulataGaidhani charulata.gaidhani@dalal-broacha.com 022 67141446 Pharma /Healthcare

Mr. AvinashKumar avinash.kumar@dalal-broacha.com 022 67141441 Capital Goods

Ms. Abhilasha Satale Abhilasha.satale@dalal-broacha.com 022 67141439 Mid Cap

Mr. Mayank Babla Mayank.babla@dalal-broacha.com 022 67141412 IT/Media/Telecom

Ms. Richa.Singh richa.singh@dalal-broacha.com 022 67141444 Analyst

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021

Tel: 91-22- 2282 2992, 2287 6173, (D) 6630 8667 Fax: 91-22-2287 0092
E-mail: research@dalalbroachaindia.com, equity.research@dalal-broacha.com
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