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September 29, 2020 

CMP: | 1414    Target: | 1650 (17%)     Target Period:  12  months  

Supreme Industries (SUPIND) 

 BUY 

 

Strong demand recovery led by non-metro regions... 

After posting ~27% YoY revenue drop in Q1FY21, Supreme Industries (SIL) 

saw a strong demand recovery at the start of Q2FY21. Despite intermediary 

lockdowns and concerns over low discretionary expenditure, the piping 

segment saw ~98% demand recovery in May-August 2020. Demand was 

largely driven by housing & infrastructure projects in non-metro regions. 

Also, dealers have started building inventory in anticipation of a reversal in 

raw material prices (HDPE, LDPE prices were up 24%, 16%, respectively, 

from lows in April 2020). We believe saving in other costs in addition to 

better gross margins (due to inventory gains, rising proportion of value 

added products) would help drive EBITDA margin in FY21E-23E. Further, SIL 

will continue its | 350 crore of capex plans in FY21 to augment capacity of 

the piping & packaging business. This would help it to gain market share in 

the long run. Considering the improved performance, we tweak our earnings 

estimate for FY21E, FY22E and introduce FY23E financials with revenue, 

earning CAGR of 10%, 16%, respectively, in FY20-23E. 

Piping & packaging business leads recovery 

Piping (~63% of revenue) and packaging (~17% of revenue) segments 

recorded a strong demand recovery post easing of lockdown restrictions. In 

the piping segment, SIL increased its distribution reach to 1314 (from 1214 

last year). It is also planning to launch ~344 SKUs in FY21. Further 

commencement of new piping capacity (~34000 MT) in Jadcharla 

(Telangana) would ensure faster sales recovery in FY21. On the packaging 

front, cross laminated films & products, performance packaging segment 

posted ~25%, 10% YoY, growth respectively, in the first five months of 

FY21 supported by strong demand for packaging products. Also, industrial 

and consumer furniture (both contribute ~20% to topline) segments have 

also started seeing a demand recovery albeit at a slow pace supported by 

demand improvement from consumer durable companies and market share 

gains in the furniture industry (~50% of the industry is unorganised). 

Better product mix to drive EBITDA margin, going forward 

The valued added products (VAP) contribution in topline has increased to 

38% in FY20 from 36% in FY19. In the first five months of FY21, the 

contribution of VAP in topline increased by ~2 percentage points despite 

the lockdown led disruptions in metro regions. We believe continuous rising 

proportion of VAP in topline would help drive EBITDA margin, going 

forward. We model ~130 bps expansion in EBITDA margin in FY20-23E. 

Valuation & Outlook 

Supreme Industries’ sharp business recovery post easing of lockdown 

restrictions depicts its strong supply chain networks and deep rural 

penetration. We change our rating from HOLD to BUY and value the 

company at 35xFY22E earnings with a revised target price of | 1650/share. 

.  

 

Key Financial Summary 

 

s sf

(| C ro re ) FY19 FY20 FY21E FY22E FY23E C AG R (FY20-23E)

Net Sales 5612.0 5511.5 5351.5 6512.0 7370.0 10.2

EBITDA 784.6 834.5 774.5 1046.9 1208.5 13.1

EBITDA  Margin (% ) 14.0 15.1 14.5 16.1 16.4

Net Prof it 448.6 467.4 395.3 598.8 719.9 15.5

EPS (|) 35.3 36.8 31.1 47.1 56.7

P/E (x) 40.0 38.4 45.4 30.0 24.9

Price/Book (x) 8.3 7.9 7.5 6.6 5.7

Mcap/Sales  (x) 3.2 3.3 3.4 2.8 2.4

RoE (% ) 18.7            20.7            16.5            21.9               22.7            

RoCE (% ) 25.0            22.5            18.9            25.0               26.5            
 

Source: Company, ICICI Direct Research 

 

Particulars 
ssess f

Par ticu lar Am o u n t

Market Capita liz ation (| Crore) 17,961.6

Tota l Debt (FY 20) (| Crore) 410.9

Cash & Inves t. (FY 20) (| Crore) 219.9

EV  (| Crore) 18,152.7

52 w eek H/L 1472/ 791

Equity capita l  (| Crore) 25.4

Face va lue (|) 2.0
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Company Update | Supreme Industries 

Exhibit 1: Change in estimates 

(| Crore) Comments

Old New % Chg Old New % Chg

Revenue 5,160.0 5351.5 3.7         6,258.7 6512.0          4.0          7,370.0 

Introduce FY23E estimates with revenue CAGR of 

~10% in FY20-23E, supported by piping and packaging 

business revenue CAGR of ~11% and 12%, 

respectively 

EBITDA 720.3 774.5 7.5         951.5 1046.9         10.0          1,208.5 

EBITDA Margin % 14.0 14.5 47bps 15.2 16.1  88bps              16.4 

PAT 360.7 395.3 9.6         526.9 598.8         13.6            719.9 

EPS (|) 28.4 31.1 9.6         41.5 47.1         13.6              56.7 

FY21E FY22E Introduced 

FY23E

 

Source: Company, ICICI Direct Research 

Exhibit 2: Assumptions 

(%) Comments

FY20 FY21E FY22E FY21E FY22E

Plastic Piping 8.6 1.9      17.9 13.3 (0.6)     19.8  
We revise our volume growth estimate upward owing to good demand 

recovery post easing of lockdown

Packaging Products (7.9)     (0.1)     24.7    13.3 (6.5)     19.1  

 We believe strong recovery in cross laminated films and performance 

packaging would be partly offset by lower demand in protective 

packaging products 

Industrial Products (24.0)   (15.3)   38.8 13.7 (21.5)   30.4  
Recovery in demand from consumer durables OEMs to drive segment 

performance, going forward

Consumer Products (4.0)     (19.1)   25.1    10.6 (20.0)   29.2  
 Market share gains from unorganised segment to help drive demand of 

consumer furniture business 

EarlierCurrent Introduced 

FY23E

 

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 3: Profit and loss statement                              | crore 

(Ye ar -e n d  March ) FY20 FY21E FY22E FY23E

Ne t Sale s 5511.5 5351.5 6512.0 7370.0

G row th (% ) -1.8 -2.9 21.7 13.2

O ther Income 1.4 1.5 1.7 1.8

Tota l Revenue 5513.0 5353.0 6513.7 7371.8

Expenditure

Raw  Materia l Expenses 3706.0 3345.0 4158.4 4741.7

Cos t of  goods  traded 47.4 49.1 72.4 14.7

Employees  cos t 279.8 290.3 323.3 365.1

O ther Expenditure 818.9 719.1 910.9 1040.0

Tota l O perating Exp 4677.0 4576.9 5465.1 6161.4

O p e ratin g  Pro fit (EBIT DA) 834.5 774.5 1046.9 1208.5

G row th (% ) 6.4 -7.2 35.2 15.4

Depreciation 205.7 224.8 260.5 294.8

Interes t 20.2 36.3 29.8 16.5

PBT af ter Excep Items 610.1 515.0 758.3 899.1

Tota l Tax 173.9 129.3 191.0 226.2

PA T before MI 436.2 385.8 567.3 672.9

Prof it f rom A ssociates 31.2 9.5 31.5 47.0

Re p o r te d  PAT 467.4 395.3 598.8 719.9
ff 

Source: Company, ICICI Direct Research 

Exhibit 4: Cash flow statement                                     | crore 

(Ye ar -e n d  March ) FY20 FY21E FY22E FY23E

Prof it/(L oss ) a f ter taxation 467.4 395.3 598.8 719.9

A dd: Depreciation & A mortiz ation 205.7 224.8 260.5 294.8

A dd: Interes t Pa id 20.2 36.3 29.8 16.5

C/F bef  w orking cap changes

Net Increase in Current A ssets -82.1 -91.8 -308.5 -235.6

Net Increase in Current L iabilities 21.0 -34.9 111.6 102.6

Ne t cas h  flo w fro m  o p e ratin g  Act 632.1 529.6 692.2 898.2

(Inc)/Dec in O ther Inves tments 15.1 0.0 -23.0 -33.0

(Purchase)/Sa le  of  F ixed A ssets -295.3 -300.0 -300.0 -300.0

Ne t C as h  flo w fro m  In ve s tin g  Act-312.8 -252.6 -335.0 -341.9

Proceeds /(Rep) of  debt 248.9 -10.0 -110.0 -150.0

(Payment) of  Div  & Div  Tax -214.1 -274.4 -259.1 -274.4

Net Cash f low  f rom Financing A ct -131.5 -313.1 -398.9 -440.8

Net Cash f low 187.8 -36.0 -41.8 115.5

Cash & Cash Equ at the begin. 32.1 219.9 183.9 142.1

C as h  &  C as h  Eq u  at th e  e n d 219.9 183.9 142.1 257.5
ff 

Source: Company, ICICI Direct Research 

Exhibit 5: Balance sheet                                               | crore 

(Ye ar -e n d  March ) FY20 FY21E FY22E FY23E

Equity Capita l 25.4 25.4 25.4 25.4

Reserve and Surplus 2235.8 2364.2 2703.9 3149.5

Tota l Shareholders  funds 2261.2 2389.7 2729.3 3174.9

Tota l Debt 410.9 400.9 290.9 140.9

Deferred Tax L iability 132.6 132.6 132.6 132.6

T o tal L iab ilitie s 2804.7 2923.2 3152.8 3448.4

G ross  Block 3235.0 3582.0 3882.0 4182.0

A ccumulated Depreciation 1627.3 1852.0 2112.5 2407.3

Net Block 1607.7 1730.0 1769.5 1774.7

Capita l WIP 92.9 45.9 45.9 45.9

Tota l F ixed A ssets 1700.7 1775.9 1815.4 1820.6

O ther Inves tments 207.3 207.3 230.3 263.3

Inventory 890.6 806.4 981.3 1110.5

Debtors 312.8 513.2 624.4 706.7

L oans  and A dvances 184.4 160.0 182.3 206.4

Cash 219.9 183.9 142.1 257.5

Tota l Current A ssets 1607.7 1663.4 1930.1 2281.1

Creditors 547.5 543.6 642.3 726.9

Prov is ions 31.3 33.7 39.8 45.0

Tota l Current L iabilities 813.9 778.9 890.5 993.1

Net Current A ssets 793.9 884.5 1039.6 1288.1

L ong term loans  and advances 102.9 55.5 67.5 76.4

T o tal As s e t 2804.7 2923.2 3152.8 3448.5
 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

Exhibit 6: Key ratios                                                     | crore 

(Ye ar -e n d  March ) FY20 FY21E FY22E FY23E

Pe r  s h are  d ata (|)

EPS 36.8 31.1 47.1 56.7

Cash EPS 53.0 48.8 67.6 79.9

BV  per share 178.0 188.1 214.9 249.9

DPS 16.9 21.6 20.4 21.6

O p e ratin g  Ratio s  (%)

EBITDA  Margin 15.1 14.5 16.1 16.4

PA T Margin 8.5 7.4 9.2 9.8

T u rn o ve r  Days

Inventory Days 59.0 55.0 55.0 55.0

Debtor Days 20.7 35.0 35.0 35.0

Creditor Days 36.3 37.1 36.0 36.0

Re tu rn  Ratio s  (%)

RoNW 20.7 16.5 21.9 22.7

RoCE 22.5 18.9 25.0 26.5

RoIC 24.0 19.4 25.3 27.8

V alu atio n  Ratio s  (x)

P/E 38.4 45.4 30.0 24.9

EV  / EBITDA 21.8 23.5 17.3 14.8

EV  / Net Sa les 3.3 3.4 2.8 2.4

Market Cap / Sa les 3.3 3.4 2.8 2.4

Price to Book V a lue 7.9 7.5 6.6 5.7

So lve n cy Ratio s

Debt / EBITDA 0.5 0.5 0.3 0.1

Debt / Equity 0.2 0.2 0.1 0.0

Current Ratio 2.4 2.6 2.6 2.6

Q uick Ratio 0.9 1.2 1.2 1.2
 

Source: Company, ICICI Direct Research 
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Exhibit 7: ICICI Direct Coverage Universe (Consumer Discretionary) 

C MP M C ap

(|) T P(|) Ratin g (| C r ) FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21EFY22E FY20 FY21EFY22E FY20 FY21EFY22E

A s ian Paints  (A SIPA I) 2,017 1,900 Hold 1,93,430 29.0 21.8 32.6 69.6 92.7 61.8 38.9 45.6 32.9 27.4 19.4 26.9 30.5 22.6 31.0

A s tra l Polytecnik (A STPO L )1,202 1,120 Hold 18,110 16.6 15.0 23.3 72.6 80.4 51.6 36.1 39.3 27.8 20.5 17.0 23.1 16.6 13.1 17.9

A mber Enterprises  (A MBEN)2,065 1,980 Buy 6,494 52.2 18.4 63.7 39.6 112.3 32.4 18.1 27.6 13.2 14.3 7.0 17.4 14.5 5.3 15.5

Baja j Electrica ls  (BA JELE)495 495 Buy 5,628 0.0 4.1 14.8 NM 120.9 33.5 26.1 26.3 15.0 8.4 6.7 13.4 4.5 4.2 10.2

Berger Paints  (BERPA I) 581 580 Hold 56,427 6.8 6.1 9.7 86.0 94.8 59.7 51.7 55.0 37.8 26.6 22.0 31.3 24.7 19.7 27.1

Essel Propack (ESSPRO ) 292 270 Buy 9,213 6.7 7.0 9.5 43.5 41.6 30.8 13.6 12.4 10.5 15.6 16.5 19.4 14.3 13.9 16.3

Havells  India  (HA V IND) 671 630 Hold 41,864 11.7 8.0 14.4 57.1 83.7 46.6 33.9 40.7 25.5 19.6 14.3 22.6 17.0 11.4 18.3

K ansai Nerolac (K A NNER)518 510 Buy 27,916 9.9 7.9 11.8 52.1 65.3 43.8 30.3 35.3 24.2 17.6 14.7 19.9 14.1 11.3 15.3

Pidilite  Indus tries  (PIDIND)1,498 1,595 Buy 76,068 22.1 17.8 28.0 67.8 84.0 53.6 43.5 53.3 35.1 31.0 23.4 34.0 26.1 19.2 27.7

Polycab India  (PO L I) 897 950 Buy 13,354 51.4 42.2 55.4 17.4 21.2 16.2 10.7 13.4 9.8 26.5 16.8 22.2 20.0 13.9 17.0

Supreme Indus  (SUPIND)1,414 1,650 Buy 17,962 36.8 31.1 47.1 38.4 45.4 30.0 21.8 23.5 17.3 22.5 18.9 25.0 20.7 16.5 21.9

Symphony (SY ML IM) 865 960 Buy 6,051 26.0 20.5 32.0 33.2 42.1 27.0 26.7 33.9 21.0 28.8 23.5 37.0 29.0 23.0 35.1

Time Techno (TIMTEC) 42 47 Hold 950 7.5 3.4 9.4 5.6 12.4 4.5 3.3 4.5 3.0 12.5 7.4 13.5 9.3 4.3 11.0

V -G uard Ind (V G UA RD) 176 210 Buy 7,538 4.3 3.6 5.2 40.7 49.0 33.8 27.4 32.5 22.6 24.8 19.7 24.3 18.6 14.8 18.5

V oltas  L td (V O LTA S) 679 725 Buy 22,457 15.8 10.7 22.7 43.1 63.5 29.9 29.4 51.3 23.6 19.5 11.5 20.4 13.0 8.0 15.6

Wim Plas t 397 490 Buy 476 37.6 26.6 41.0 10.6 14.9 9.7 7.1 8.7 5.9 15.6 11.4 16.3 12.9 8.7 12.5

Se cto r  / C o m p an y

Ro E (%)Ro C E (%)EPS (|) EV /EBIT DA (x)P/E (x)

 

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% 

 

 

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 
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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 
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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 

recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy 

is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own 

investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent 

judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign 

exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily 

a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ 

materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.  

 

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other 

assignment in the past twelve months.  

 

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report 

for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or 

specific transaction.  

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did 

not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI 
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Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day 

of the month preceding the publication of the research report.  

 

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject 
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Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  
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