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Supreme Industries” Q1FY21 performance was largely impacted by
lockdown in April 2020 and lower piping demand from housing segments. People ®™who know plastics best
However, the company saw pent up demand in the agri piping segment
from rural India in June 2020. While the company’s piping & packaging films m
products have seen strong demand recovery in June 2020 (with operation Particular Amount
reaching to almost pre covid-19 level), the demand recovery of industrial Market Capitalization (¥Crore)  14,862.2
and furniture products was impacted by intermediary lockdowns. The Total Debt (FY 20) (XCrore) 410.9
management refrained from guiding volume offtake for FY21E due to Cash & Invest. (FY 20) (XCrore) 219.9
widespread localised lockdowns that would likely delay the recovery EV (XCrore) 15,053.2
process in construction activity. On the margin front, saving in other 52 week H/L 1413/791
expenditure (down 41% YoY) helped cushion EBITDA margin from any Equity capital (XCrore) 25.4
sharp fall during the period but gross margin was under pressure mainly due Face value (3 2.0
to a change in mix. We believe the FY21E performance will be impacted by
less spending in construction and infra related works amid lockdowns while
the actual recovery in demand would improve from FY22E onwards.

® Volume de-grew ~19% in

Pent up demand in June 2020 drives recovery in Q1FY21

Volume growth was down ~19% YoY in Q1FY21 with a sharp decline in the
volume of industrial, consumer product categories by 54%, 70%,
respectively. However, strong pent up demand in June 2020 in the piping
and packaging products categories restricted volume fall in the respective
categories to the tune of ~12%, ~20%, respectively. While the company
has gained market share in the piping products during Q1FY21, its cross
laminated films category grew 40% in June 2020. Supreme sees good
demand recovery in rural India but intermediate lockdowns in metro and tier
| cities are likely to impact recovery process in Q2FY20.

Saving in other expenditure cushions EBITDA margin

A sharp decline in other expenditure by ~41% YoY (higher than revenue
decline of ~27% YoY), helped negate ~200 bps contraction in gross
margins in Q1FY21. We believe the gross margin pressure can be attributed
to change in mix. We expect a slow recovery in the demand for housing
pipes segment (relatively high margin products), industrial and consumer
products categories to weigh on EBITDA margin during FY21.

Valuation & Outlook

While Supreme witnessed good pent up demand in May-June led by agri
product categories, intermediary lockdowns are likely to delay the overall
recovery process. This, coupled with a rising proportion of low margin
piping business would weigh on gross margins and finally EBITDA margin.
Though we maintain our positive stance on the stock, we believe the current
price captures near term positives with present valuation hovering at 41x
FY21E, 28x FY22E. We maintain our HOLD rating on the stock with a revised
target price of ¥ 1245/share.

f Key Financial Summary

Q1FY21, impacted by lockdown
and poor demand for industrial
and consumer products

®  Gross margins fell 200 bps YoY
mainly due to change in product
mix

® July sales impacted by
intermediary lockdown

® Maintain HOLD rating on stock
with revised target price of
1245/share
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sanjay.manyal@icicisecurities.com

Hitesh Taunk
hitesh.taunk@icicisecurities.com

e
(&S]
S
o
D
(%}
[<b]

oc
>

=
=
o

L

‘©

+—
<5}

oc
I
(%}
(<b]
=
=
=
(&]
(<b]
wn
=]
O

(RCrore) FY18 FY19 FY20 FY21E FY22E CAGR (FY20-22E)
Net Sales 4966.3 5612.0 5511.5 5160.2 6258.7 6.6
EBITDA 787.1 784.6 834.5 720.3 951.5 6.8
EBITDA Margin (%) 15.8 14.0 15.1 14.0 15.2
Net Profit 431.0 448.6 467.4 360.7 526.9 6.2
EPS (3 33.9 35.3 36.8 28.4 41.5
P/E (x) 34.5 33.1 31.8 41.2 28.2
Price/Book (x) 7.8 6.9 6.6 6.3 5.7
Mcap/Sales (x) 3.0 2.6 2.7 2.9 2.4
RoE (%) 22.7 18.7 20.7 15.3 20.1
RoCE (%) 27.9 25.0 22.5 17.5 22.3

Source: Company, ICICI Direct Research
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Exhibit 1: Variance Analysis

Q1FY21 Q1FY21E Q1FY20 YoY (%) Q4FY20 QoQ (%) Comments

Revenue 1,053.9 709.7 1,436.8 267 1.430.5 26.3 Volume-de-grew ~19% YoY led by industial and consumer product
categories

Other Income 0.3 0.1 0.0 833.3 0.1 366.7

Raw Material Exp 746.7 451.6  990.8 -24.6  836.1 -10.7  Gross margin declined ~180 bps YoY change in product mix

Cost of traded goods 1.7 7.1 11.9 -35.2 12.0 -36.2

Employee Exp 63.3 63.9 65.5 -3.4 74.2 -14.7

Other expenditure 119.1 127.7 201.3 408 2347 -49.3 Signficz?nt dec.:line in freight & fonNarding costs, discounts, travelling
helped in saving other expenditure

EBITDA 1171 59.4 167.4 -30.0 2734 -57.2

EBITDA Margin (%) 1.1 8.4 11.6  -54 bps 19.1 -800 bps Sharp decline in other expenses helped cushion EBITDA margin

Depreciation 50.8 46.6 49.5 2.5 52.9 -4.0

Interest 7.8 3.1 3.3 139.0 4.2 85.0

PBT 58.8 9.8 114.6 -48.7  216.4 -72.8

Total Tax 14.6 2.5 40.0 -63.4  106.1 -86.2

Profit from associates -3.7 6.2 125  -129.2 7.0 -152.4

PAT 40.5 13.6 87.1 -53.5 117.3 -65.4 PAT decline largely on account of lower sales during Q1

Key Metrics
Plastic piping business volume declined ~12% YoY mainly due to

Plastic Piping 765.0 455.8 898.0 14.8 937.0 18.4 sharp dip in the demand of housing pipes. However, agri pipes

segments witnessed demand recovery in June with volume growth

of ~15% YoY

Volume de-grew by 20% YoY mainly due to low demand of
Packaging Products 188.0 118.0 245.1 -23.3 207.9 -9.6  protective packaging. However, performance packaging and cross
laminated business witnessed sharp demand recovery post ease in
Industrial products volume declined 54% YoY led by sharp decline
volume from automotive segments
Consumer Products 28.0 46.8 97.4 -711.2 95.6 -70.7  Consumer product volume declined ~71% due to lockdowns

Industrial Products 70.0 89.1 188.3 -62.8  158.7 -55.9

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

R Crore) FY21E FY22E Comments
Old  New % Chg Old  New % Chg
We slightly tweak our revenue estimates upwards factoring current

Revenue 5,049.1 5160.2 2.2 58854 6258.7
quarter performance
EBITDA 683.7 720.3 5.4 8925 951.5 6.6
EBITDA Margin % 13.5 14.0 46bps 15.2 15.2 Obps
PAT 350.8 360.7 2.8 504.6  526.9 4.4
EPS ) 21.6 28.4 2.8 39.7 4.5 4.4

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

(%) Current Earlier Comments
FY19 FY20 FY21E FY22E FY21E FY22E
Plastic Piping 16.3 8.6 (0.6) 19.8 (6.8) Wg revise our volume grqwth estimate upward owing to good demand recovery
during Q1FY21 post ease in lockdown
We believe strong recovery in cross laminated films and performance

Packaging Product 2.0 7.9 6.5 19.1 8.5
ackaging Froducts (7.9) (6.5) (8.5) packaging would be partly offset by lower demand in protective packaging

Pressure from automotive industry is likely to keep demand for products under

Industrial Products 10.5 (24.0) (21.5) 30.4 (11.9) 10.2
check

Consumer Products 13.4 (4.0) (20.0) 29.2 (3.7) 16.5 Demand is likely to remain muted owing to intermediary lockdowns

Source: Company, ICICI Direct Research
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Conference Call Highlights

Plastic piping system

The piping segment recorded volume, value de-growth of 12%, 15%
YoY for Q1FY21, respectively. However, pent up demand witnessed
from tier Il and tier lll cities led by agri piping demand

The demand for housing pipe declined significantly due to lockdown
and low labour availability

The company has gained market share in the agri piping segment as
other players business operations were impacted by labour
shortage and regional lockdowns

Near term Covid-19 related lockdowns and migration of workers
would keep demand under check. Construction activities are likely
to remain impacted owing to shortage of labour

However, the company expects a possible recovery from Q3FY20
led by demand revival in rural India supported by various initiatives
taken by the government during the pandemic

Industrial products

The industrial segment witnessed a decline in volume and value by
54% and 63% YoY, respectively, in Q1FY21 mainly driven by low
demand for automotive component business

The segment EBITDA margin decreased to 1.4% in Q1FY21 from
10.8% in Q1FY20 mainly due to lower operating leverage

Near term demand recovery looks challenging considering the lower
offtake by key players amid lockdowns

Packaging products

The packaging segment witnessed a decline in volume and value by
20% and 23% YoY, respectively, in Q1FY21

The sharp decline in demand for protective packaging and industrial
films was partially offset by price recovery in cross laminated film
products (took price hike 3%) and volume growth of 20% in June
2020

The segment EBITDA margin increased to ~15% in Q1FY21 from
12.4% in Q1FY20

Consumer products (furniture)

Consumer product segment revenue declined 71% YoY led by
volume decline of ~70.5% YoY in Q1FY21

Segment EBITDA margin slipped into the red to ~2.1% in Q1FY21
from positive 16.8% in Q1FY20 due to low operating leverage
Consumer product categories are facing challenges (in offtake) due
to intermediary lockdowns

Overall company highlights

Value added products (VAPs) category revenue declined 17% YoY
to ¥ 378 crore mainly due to low volume offtake

Supply from unorganised sectors was not much impacted due to
lockdown

Supreme has decided to continue its investment plan of about ¥ 350
crore in the current year. It is likely to increase the plastic
manufacturing capacity by 40000-45000 tonnes per annum. The
major portion (~34000 tonnes) will be added in the piping segment
Average borrowing for Q1FY21 was % 134 crore vs. % 169 crore in
the same period a year ago. Average borrowing cost as on June
2020 fell to 7.53% vs. 8.35% as on March 31, 2020

ICICI Securities | Retail Research
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Financial story in charts
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Exhibit 5: EBITDA margin movement
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Exhibit 7: Price Chart
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Source: Bloomberg, Company, ICICI Direct Research

Exhibit 8: Shareholding Pattern

(in %) Jun-19 Sep-19 Dec-19 Mar-20 Jun-20
Promoter 49.7 49.7 49.7 49.9 48.9
Fll 8.4 8.1 8.2 8.0 8.5
]} 22.8 23.3 23.5 24.0 24.8
Others 19.1 18.9 18.6 18.0 17.8

Source: Company, ICICI Direct Research
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Financial summary

ICICI Direct Research

Exhibit 9: Profit and loss statement Z crore Exhibit 10: Cash flow statement g crore

(Year-end March)
Net Sales

Growth (%)

Other Income

Total Revenue
Expenditure

Raw Material Expenses
Costof goods traded
Employees cost

Other Expenditure
Total Operating Exp
Operating Profit (EBITDA)
Growth (%)
Depreciation

Interest

PBT after Excep ltems
Total Tax

PAT before MI

Profit from Associates
Reported PAT

FY19
5612.0

7.8
5619.8

3744.7
84.3
254.6
752.9
4827.4
784.6
NM
183.5
26.0
650.0
215.8
434.3
14.4
448.6

FY20E
5511.5
-1.8
1.4
5513.0

3706.0
47.4
279.8
818.9
4677.0
834.5
6.4
205.7
20.2
610.1
173.9
436.2
31.2
467.4

FY21E
5160.2
-6.4
1.5
5161.7

3279.2
47.2
287.1
652.9
4439.9
720.3
-13.7
216.7
36.3
468.8
117.7
351.2
9.5
360.7

FY22E
6258.7
21.3
1.7
6260.4

4031.5
93.9
309.5
872.3
5307.2
951.5
321
250.3
40.4
662.4
167.0
495.4
31.5
526.9

(Year-end March)

Profit/(Loss) after taxation

Add: Depreciation & Amortization
Add: Interest Paid

C/F bef working cap changes
NetIncrease in Current Assets
NetIncrease in Current Liabilities
Net cash flow from operating Ac

(Inc)/Dec in Other Investments
(Purchase)/Sale of Fixed Assets

Net Cash flow from Investing Ac -

Proceeds/(Rep) of debt
(Payment) of Div & Div Tax

Net Cash flow from Financing Act
Net Cash flow

Cash & Cash Equ atthe begin.
Cash & Cash Equ at the end

FY19

448.6
183.5
26.0

-17.6
97.4
678.1

-28.7

-366.1

392.1

-70.3

-198.2
-285.8

0.1
32.0
321

FY20 FY21E FY22E

467.4 360.7 526.9
205.7 216.7 250.3

20.2 363 404
-82.1 -38.9 -240.4
21.0 -62.8 123.0
632.1 512.1 700.3
15.1 0.0 0.0

-295.3 -300.0 -300.0
-312.8 -250.6 -311.4

248.9 -10.0 -5.0
-214.1 -274.4 -259.1
-131.5 -313.1 -304.6
187.8 -51.6 84.3

32.1 219.9 168.2
219.9 168.2 2525

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 11: Balance sheet < crore Exhibit 12: Key ratios I crore

(Year-end March)
Equity Capital

Reserve and Surplus
Total Shareholders funds
Total Debt

Deferred Tax Liability
Total Liabilities

Gross Block
Accumulated Depreciation
Net Block

Capital WIP

Total Fixed Assets

Other Investments
Inventory

Debtors

Loans and Advances
Cash

Total Current Assets
Creditors

Provisions

Total Current Liabilities
Net Current Assets

Long termloans and advances
Total Asset

FY19
25.4
2128.6
2154.0
162.1
120.4
2436.4

2942.6
1421.6
1521.0
90.0
1611.0
222.3
750.4
387.4
167.8
32.1
1337.8
557.4
24.0
792.9
544.9
58.2
2436.4

FY20
25.4
2235.8
2261.2
410.9
132.6
2804.7

3235.0
1627.3
1607.7
92.9
1700.7
207.3
890.6
312.8
184.4
219.9
1607.7
547.5
31.3
813.9
793.9
102.9
2804.7

FY21E
25.4
2329.7
2355.1
400.9
132.6
2888.6

3582.0
1844.0
1738.0
45.9
1783.9
207.3
177.6
494.8
154.3
168.2
1594.9
524.1
32.5
751.1
843.9
53.5
2888.6

FY22E
25.4
2597.4
2622.8
395.9
132.6
3151.3

3882.0
2094.3
1787.7
45.9
1833.6
207.3
891.7
600.2
175.2
252.5
1919.6
634.4
39.3
874.0
1045.6
64.9
3151.3

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research

(Year-end March) FY19 FY20 FY21E FY22E
Per share data (3
EPS 35.3 36.8 28.4 41.5
Cash EPS 49.8 53.0 45.5 61.2
BV per share 169.6 178.0 185.4 206.5
DPS 15.6 16.9 21.6 20.4
Operating Ratios (%)
EBITDA Margin 14.0 15.1 14.0 15.2
PAT Margin 7.2 8.5 7.0 8.4
Turnover Days
Inventory Days 48.8 59.0 55.0 52.0
Debtor Days 25.2 20.7 35.0 35.0
Creditor Days 36.3 36.3 37.1 37.0
Return Ratios (%)
RoNW 18.7 20.7 15.3 20.1
RoCE 25.0 22.5 17.5 22.3
RolC 24.4 24.0 17.9 23.5
Valuation Ratios (x)
P/E 33.1 31.8 41.2 28.2
EV /EBITDA 19.1 18.0 21.0 15.8
EV /NetSales 2.7 2.7 2.9 2.4
Market Cap / Sales 2.6 2.7 2.9 2.4
Price to Book Value 6.9 6.6 6.3 5.7
Solvency Ratios
Debt/EBITDA 0.2 0.5 0.6 0.4
Debt/Equity 0.1 0.2 0.2 0.2
Current Ratio 2.2 2.4 2.6 2.5
Quick Ratio 1.0 0.9 1.2 1.2
Source: Company, ICICI Direct Research
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Exhibit 13: ICICI Direct Coverage Universe (Consumer Discretionary)

cCMP M Cap EPS (3 P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

(3 TP(J Rating (ICr) FY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22E
Asian Paints (ASIPAl) 1,778 1,900 Hold 1,70,510 29.0 21.8 32.6 61.4 81.7 545 389 456 329 27.4 194 26.9 305 226 31.0
Astral Polytecnik (ASTP 917 900 Hold 13,816 16.6 14.2 20.0 55.4 64.4 45.8 27.8 30.4 23.3 205 16.3 20.2 16.6 12.6 15.4
Amber Enterprises (AM 1,472 1,565 Hold 4,629 52.2 15.1 549 28.2 974 26.8 15.7 22.2 123 143 173 157 145 4.4 137
Bajaj Electricals (BAJEL 411 495  Buy 4673 00 4.1 148 NM 1004 27.8 26.1 26.3 150 8.4 6.7 134 45 4.2 10.2
Berger Paints (BERPAI) 531 570 Hold 51,5571 6.8 6.0 10.0 78.6 88.6 53.0 46.9 51.1 33.7 26.6 21.5 31.9 24.7 19.4 27.7
Essel Propack (ESSPRC 194 190 Hold 5518 6.7 6.0 7.9 29.0 323 246 103 10.0 8.4 156 139 159 143 115 14.2
Havells India (HAVIND) 595 575 Buy 37,122 11.7 7.8 13.2 50.7 76.0 45.0 29.0 36.8 23.3 19.6 14.0 21.2 17.0 11.2 17.1
KansaiNerolac (CKANNE 440 415 Buy 23,712 9.9 7.8 10.4 443 56.3 423 26.6 31.2 24.1 17.6 145 17.9 141 111 137
Pidilite Industries (PIDIN[ 1,356 1,485 Hold 69,519 21.9 18.3 26.2 62.0 74.0 51.7 44.7 51.5 37.0 31.0 24.4 32.6 26.1 19.8 26.6
Polycab India (POLI) 804 950 Buy 11,970 51.4 42.2 554 156 19.0 145 10.7 13.4 9.8 26.5 16.8 22.2 20.0 13.9 17.0
Supreme Indus (SUPINC 1,175 1,245 Hold 14,926 36.8 28.4 415 31.8 41.2 28.2 18.0 20.8 15.6 225 17.5 22.3 20.7 15.3 20.1
Symphony (SY MLIM) 840 1,055 Buy 5876 26.0 23.7 35.1 32.3 355 23.9 289 32.1 20.6 28.8 23.9 31.9 29.0 22.7 28.9
Time Techno (TIMTEC) 39 42 Hold 882 75 32 9.0 52 123 43 31 44 28 125 7.1 131 93 4.0 107
V-Guard Ind (VGUARD, 166 210  Buy 7,066 44 35 5.1 38.2 469 32.6 29.6 35.6 24.8 24.8 19.1 23.9 18.6 145 18.2
Voltas Ltd (VOLTAS) 589 635 Buy 19,480 158 9.5 214 374 62.0 27.5 25.1 46.0 20.3 19.5 11.2 20.1 13.0 7.2 149

Sector /Company

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
‘ﬂICICI(m,m; com| 1 1 g
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a;ﬁmwaru 2012 A;L
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities | Retail Research 8
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ANALYST CERTIFICATION

|/We, Sanjay Manyal, MBA (Finance) and Hitesh Taunk, MBA (Finance) Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI
Securities Limited is a SEBI registered Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance,
general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons
reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
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