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Emmbi Industries (EMMIND)

Growth to sustain; re-rating on the cards...

T 150

+« Emmbilndustries (Emmbi) is a techinical textile player manufacturing
polypropylens based FIBCs [packaging materal] and other utility
products viz. water conservation tanks & farm pond liners

# Flexible intermediate bulk containers (FIBCs] are wsed in
transportation of bulk commodities like chemicals, fertilisers, cereals,
detergent, etc. Majority of FIBCs are meant for exports. Emmbi
rmanufacturers both commoditised product & value added products
namely anti-carcinogenic, tapering proof FIBCs among others

+ The current capacity at Emmbi is at 18200 tonne while the company
has recently commissioned a 3600 tonne exclusive facility for pond
limers (at the end of March 2017) with ancther 2400 tonne pharma
grade FIBC facility due to commissioning in eary FY18E. This will
ensure a robust 12.5% CAGR in topline in FY18-19E. Consequent
PAT CAGR is expected at 22.8% (in FY18-19E) with a conservative 70
bps improvernent in EBITDA margins

« Wie believe robust growth prospects [22% CAGR) amid healthy
returm ratios (15%+] will drive re-rating for Emmbi, going foraard

Increasing share of value added products [(VAP), margin accrative

Emmbi's product profile can be classified into four main segments, i.e.
specialiy packaging (FIBC), advance composites (FIBC+ embedded
property), water conservation products and agr products. In FY16, the
company clocked net sales of T 207 crore, which comprising speciality
packaging (28%: in FY18, 43% in FY15), advance composites (423% in
F¥ 168, 36% in FY15], water conservation products (16% in FY16, 15%: in
F¥15) and agri products (2.8% in FY16, 2.3% in FY158). Thus, with the
focus on increasing share of high margin VAP, profitability is on the
uptrend. EBITDA margins in FY18 were at 12.3% ws. 10.7% in FY15, up
180 bps Yo¥. Going forward, we expect margins to improve further 70
bpe ower FY1&-180E to 1.3.0 % in FY19E.

Controlled NWEC cycle, balance sheet strangth to growl

The working capital cycle has improved significantly swith net working
capital days coming in at 130 days in FY18 vs. 171 days in FY15. The
improvement is langely on account of increasing share of domestic
business and realising credit inputs against full immediate payments in
the past. The consequent debt gearing has improved with debt: squity at
0.8x¢ in FY18 ve. 1.3x in FY15. Total debt in absolute amount declined
from ¥ 81 crore in FY15to® &3 crore in FY 18, Going forward, on the back
of expansion (capex T 22 crore] in progress, we expect debt gearing to
remain at 0.9x levels in FY17E & then eventually decline to 0.%:x by FY19E.
With axpansion on track; PAT growth to ba robust, atain BUYL

In the B2C segment, Emmbi manufactures water conservation tanks and
farm pond liners targeting rural |ndia. It has been at the forefront of
dewveloping the brand equity of its B2C products and participates actively
in wvarious farm fairs across the country. The company's pond liner
offering has witnessed encouraging response in the marketplace, with
notable presence in Rajasthan & Maharashtra. Emmbi, on an average,
generates ~% 20 crore as CFO thereby witnessing CFO yield of ~7.5%.
With a robust growth trajectorny amid healthy product demand and good
promoter pedigree, we increase our target PYE multiple and introduce
F¥19E numbers. We now walue Emmbi at T 180 i.e. 18« P/E on FY18E &
FY19E awerage EPS of T 10.0share. We maintain our BLUY
recommendation on Emimbi.
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Financial summary
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HATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. [CICIdirect.com assigns
ratings 1o its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: =15%,/20% for large caps/midcaps, respectively, with high conviction;
Buy: =10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%:;

Sell: -10% or more;

.......... _u BROKER |
MCICT Securithes Lo, | #50 oo

eyl Barwrsl 29012

Pankaj Pandey Head - Research pan kaj.pandey@icicisecurities.com

ICICldirect.com Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Certre,
Road Mo 7, MIDC,

Andheri (East)

Murnbai — 400 093

research@icicidirect.com
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