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Muted growth; opportunities from new segments

For Q4FY18, the revenue declined 3% YoY to ¥ 5928mn, grew 4.7% QoQ
from ¥ 5,664mn. EBITDA grew 8% YoY to ¥ 1085mn, grew ~47% QoQ from
Z 740mn. EBITDA margin grew 177bps YoY to 18.3%, grew 524bps QoQ
from 13.1%.PAT declined 15% YoY to ¥ 493mn, grew 69% QoQ from
292mn.Revenue from Engg Products business declined 2.5% YoY to X
4,923mn YoY and remained flat QoQ while the revenue from Polymer
business remained flat YoY at ¥ 748mn, grew 38.6% QoQ from ¥ 539.9mn.
During FY18 there was an increase in the capacity of engineered products by
35,000MT & visible signs of opportunities from renewable and solar projects.

Rupee devaluation to help garner further export orders
As per the management the recent rupee devaluation will make the business
more competitive in the export markets and will bring more opportunities. The
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Scrip Details
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order Inflow during Q4FY18 was atZ 6,200mn for engineering products supply NSE Symbol SLPPER
from PGCIL, SEB’s, telecom and solar companies and for various supplies Bloomberg Code SKIPPER IN
across Egrope & South-gast Asia..AIso received recognition to do projects Shareholding Pattern Mar18(%)
from Mexican and Canadian authorities. The order book as on Mar’18 was at 9%
% 26.3bn with domestic orders (PGCIL-44% and SEBs-44%) at 88% of total T OMOeS [0
value while the rest as exports iKbb .ot
Focus on targeting railway electrification projects Al o2
During the quarter received core approval from railways and has plans to Public / Others 12.7
focus on rail electrification and to manufacture and supply various types of )
overhead wiring support structure. Railways has lined up projects worth in ¥ Valuation (x)
400bn to connect capital cities of five North-eastern states and areas FY18 FY19E FY20E
bordering those stat_es an_d being logistically well placed in this region it has P/E 15.7 15.1 123
plans to target certain projects.
EV/EBITDA 7.6 7.2 6.3
View- Likely new orders from SEB’s with PGCIL participating as consultant, ROE 20.1 17.8 18.6
opportunities in rail electrification & solar structures and with rupee Rocg 23.9 224 23.0
devaluation helping export orders, the outlook looks bright, but the PVC
segment faces competlt_lon from _estgbllshed play_ers along W|_th pricing ¢ i tes @ mn)
pressure. Hence, we continue to maintain Reduce rating downgrading the TP
to T 196 (P/E 13x FY20E). FY18 FY19E FY20E
Net Sales 21,076 24,328 28,413
Q4FY18 Result @ Mn) EBITDA 3,025 3,138 3,665
Particulars Q4FY18 Q4FY17 YoY (%) Q3FY18 QoQ (%) PAT 1,178 1,224 1,495
Operating Income 5,929 6,106 (2.9) 5,664 4.7 EPS 11.5 11.9 14.6

Net Profit

Material Cost (%) 57.6 61.7 (407) 68.9  (1,127)
StaffCost(%) .......................................... i e 42_(16)
OtherExpendlture(%)_201 ............... P PO P ey
EBITOAGH) e 183, 185 AT7 131 524
NPM (%) 8.3 9.5 (120) 5.2 317
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PVC segment seeing visible demand from construction and agriculture
During FY18 the PVC business faced uncertainty and competition from unorganised
players, but the management is presently seeing visible orders from agriculture and
construction sector. With capacity of 51,000 tonnes p.a. and capacity utilisation of
51% the management expects likely growth of 35-40% YoY with improvement in
utilisation and demand. Within PVC business, the management focus is on improving
the plumbing-fittings share from current 35%

The capex guidance for FY19 remains intact at ¥ 750mn of which ¥ 200mn would be
for the PVC segment.

For FY19, the revenue growth guidance to be 20% YoY with EBITDA margins at
8-9%

Exhibit 1: Order Inflow for Q4FY18
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Exhibit 2: Net Sales X mn)

Exhibit 3: EBITDA & mn)
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Exhibit 4: Net Profit X mn)

Source: Company, DART

Exhibit 5: RoE & RoCE (%)
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Income Statement & mn)

Cash Flow & mn)

Particulars Marl7 Marl8 Marl9E Mar20E  Particulars Marl7 Marl8 Marl9E Mar20E
Net Sales 17,972 21,076 24,328 28,413 Profit before tax 1,767 1,804 1,855 2,209
Total Expenditure 15,250 18,051 21,190 24,748 Depreciation & w.o. 316 459 552 651
Cost of materials consumed 12,234 13,585 16,057 18,753 Net Interest Exp. 671 784 811 846
Employee Benefits Exp. 745 934 1,119 1,307  Direct taxes paid (387) (626) (622) (725)
Other Expenses 2,271 3,532 4,014 4,688 Change in Working Capital (1,021) (1,181) (471) (1,581)
Other Income 32 22 80 40 (A) CF from Opt. Activities 1,346 1,240 2,126 1,400
EBIDTA (Excl. Ol) 2,722 3,025 3,138 3,665  Capex (847) (898) (750) (800)
EBIDTA (Incl. Ol) 2,754 3,047 3,218 3,705  Free Cash Flow 499 343 1,376 600
Interest 671 784 811 846  (B) CF from Invt. Activities (1,011) (772) (800) (850)
Depreciation 316 459 552 651  Inc./(Dec.) in Debt (346) 455 (213) 600
Profit Before Tax 1,767 1,804 1,855 2,209  Interest Exp. Net. (671) (784) (811) (846)
Tax 387 626 622 725  Dividend Paid (Incl. Tax) (199) (201) (201) (201)
Net Profit 1,242 1,178 1,224 1,495 (C) CF from Financing (1,219) (528) (1,225) (447)
Net Change in Cash (885) (60) 100 103
Balance Sheet  mn) Opening Cash balances 498 249 176 267
Particulars Marl7 Marl8 Marl9E Mar20E Closing Cash balances 249 176 267 381
Sources of Funds
Equity Capital 102 103 103 103  Important Ratios
Other Reserves 5,219 6,270 7,294 8,588 Particulars Marl7 Marl8 Marl9E Mar20E
Net Worth 5,321 6,373 7,396 8,691  (A) Measures of Performance (%)
Secured Loans 1,758 1,667 1,500 1,800 EBIDTA Margin (excl. O.1.) 15.1 14.4 12.9 12.9
Unsecured Loans 2,400 2,947 2,900 3,200 Interest/ Sales 3.7 3.7 3.3 3.0
Loan Funds 4,159 4,613 4,400 5,000 Tax/ PBT 21.9 347 335 32.8
Deferred Tax Liability 626 538 538 538  Net Profit Margin 6.9 5.6 5.0 5.3
Total Capital Employed 10,105 11,524 12,335 14,229 (B) As Percentage of Net Sales
Applications of Funds Operating Expenses 68.1 64.5 66.0 66.0
Gross Block 5,959 6,984 7,734 8,534  Employee Benefits Expense 4.1 4.4 4.6 4.6
Less: Accumulated Dep. 1,317 1,776 2,328 2,978  Other Expenses 12.6 16.8 16.5 16.5
Net Block 4,642 5,209 5,407 5,556 (C) Measures of Financial Status
Capital Work in Progress 144 16 16 16 Debt / Equity () 0.8 0.7 0.6 0.6
Investments 164 38 88 138 Interest Coverage (X) 4.1 3.9 4.0 4.4
Current Assets, Loans & Advances Average Cost of Debt (%) 15.5 17.9 18.0 18.0
Inventories 3,682 5,623 5,825 6,660  Debtors Period (days) 76 89 84 92
Sundry Debtors 3,730 5,164 5,599 7,162  Closing stock (days) 74.8 97.4 87.4 85.6
Cash and Bank Balance 249 176 267 381  Inventory Turnover Ratio (x) 4.9 3.7 4.2 4.3
Loans and Advances 863 1,210 1,466 1,713  WC Turnover (x) 3.5 3.4 3.6 3.3
sub total 8,524 12,173 13,157 15,916 Non-Cash WC R Mn) 4,906 6,086 6,557 8,138
Less: Current Liabilities & Provisions (D) Measures of Investment
Current Liabilities 3,364 5,909 6,332 7,395  EPS ) (excl EO) 12.1 11.5 11.9 14.6
Provisions 5 1 1 2 CEPS(R®) 15.2 16.0 17.3 20.9
sub total 3,369 5,911 6,333 7,397 DPS R) 1.7 1.7 1.7 1.7
Net Current Assets 5,155 6,262 6,824 8,519  Profit Ploughback (%) 86.1 85.6 86.0 88.6
Total Assets 10,105 11,525 12,335 14,229 Book Value }) 52.0 62.1 72.1 84.7
E — Estimates RoANW (%) 27.2 20.1 17.8 186
ROACE (%) 26.0 23.9 22.4 23.0
ROAIC (%) 27.1 24.4 22.8 23.6
(E) Valuation Ratios
CMP (}) 180 180 180 180
P/E (x) 14.8 15.7 15.1 12.3
Market Cap. % Mn) 18,414 18,464 18,464 18,464
MCap/ Sales (x) 1.0 0.9 0.8 0.6
EV ® Mn) 22,323 22,902 22,598 23,083
EV/Sales (X) 1.2 1.1 0.9 0.8
EV/EBDITA (X) 8.2 7.6 7.2 6.3
P/BV (x) 35 2.9 25 2.1
FCFF Yield (%) -2.8 0.1 1.9 1.9
Dividend Yield (%) 0.9 0.9 0.9 0.9

E — Estimates
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views
expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part
of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report.

|. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s),
if any, covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the
prior written consent of Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein.
Dolat Capital Market Private Limited. and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and
financing group. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have provided or may provide services in respect
of managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, financing or any other advisory services
to the company(ies) covered herein. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have received or may
receive compensation from the company(ies) mentioned in this report for rendering any of the above services. Research analysts and sales
persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated company(ies) associated with it. While reasonable
care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness. Dolat Capital Market Private
Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as the basis
for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make maodifications and alterations to this statement as they may deem fit from time to time. Dolat Capital
Market Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities
and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act
as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any
recommendation and other related information and opinions. This report is neither an offer nor solicitation of an offer to buy and/or sell any
securities mentioned herein and/or not an official confirmation of any transaction. This report is not directed 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, regulation or which would subject Dolat Capital Market Private Limited. and/or its
affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not
be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to
inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading
securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then
it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S.
registered broker-dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be
effected through Marco Polo or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to
time.
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