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Shaily reported Q1 results. While revenues and EBITDA de-grew 42.2% and 74.5% YoY, the
company continued to remain EBITDA positive. EBITDAM was down 920bps YoY and
1170bps QoQ to 7.3%. Fall in revenues led to loss of Rs 30m v/s profit of Rs 47m in Q1FY20
and Rs 70m in previous quarter. Non healthcare operations were resumed at end of April.
Total volumes stood at 1,815 MT, down 41% YoY and utilisation of 34% v/s 59% in Q1FY20.
EBITDA/kg stood at Rs 18.8 down 57% YoY and 59.5% QoQ on back of lower utilisation and
lower absorption of fixed cost.

On the positive side, SHEP has received new business confirmations during Q1 across
segments. They bagged 3 projects from a new client in Toys (already signed up with 1
customer last year) with total business value of USD6m/year (FY22). Once supplies to them
are stabilized the company will look at adding more clients. Additional business of Rs 600m
awarded by the SHF customer for 9 SKUs. Supplies for both these products will start from
Q4FY21. Trial runs for carbon steel furniture have started; commercial supplies will begin
from Q2 and then ramped up thereafter. We feel it can contribute ~Rs 300m to revenues in
FY21. Company expects revenue from steel business furniture to touch ~Rs 1.3bn by FY23E.
Large supplies of CRC caps was done in Q1 and will continue in Q2.They also finalised a
contract for development and supply of pens (Shaily’s IP) with a global pharma customer
for the US market. They also bagged an order from Garett Motion (Auto) which will be
commercialized in FY22. All these new orders will require capex of Rs 200-220m.

Management expects recovery from H2FY21 supported by macro tailwinds along with
margin expansion on back of better product mix and operational efficiency. FY21 will see
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the start of contribution from CSF, CRC and toys and will be further ramped up in FY22.

Further FY22 will also witness revenues from medical devices and auto contracts. We Market Cap (Rs bn) 3.9

maintain our forecasts of revenue/ EBITDA/PAT CAGR (FY20-22) of 19.6%/19.1%/25.2% to Shares O/s (m) 8.3

Rs 4805m/Rs 824m/ Rs370m in FY22E. Going ahead, healthcare will be an area of focus and 3M Avg. Daily Value (Rs m) 2.7

likely to see 2-3x growth in next 3-5 years (based on ongoing discussions and orders in .

hanzll) making it tﬁe second highest r:/evenu(e contributorgaftegr HF (~55%). We feel this

justifies a higher target multiple of 12x (7x previously) thereby arriving at a revised TP of Promoters 51.1%

Rs 533. Maintain Accumulate. Institutional 16.0%

Key financials (Y/e March) 2019 2020 2021 PTyryy  Public & Others 33.0%

Revenues (Rs m) 3,383 3,360 3,696 4,805
Growth (%) 6.3 (0.7) 10.0 30.0 (%) im 6M 12m

EBITDA (Rs m) 526 581 624 824 Absolute 6.7 (19.8) (18.7)

PAT (Rs m) 193 236 228 370 Relative 2.6 (13.0) (19.7)

EPS (Rs) 23.2 28.4 27.4 44.5
Growth (%) (19.0) 22.4 (3.4) 62.3 EPS (Rs) PL Cons. % Diff.

CEPS (Rs) 41.1 49.9 56.0 75.2 2021E 27.4 - N.A.

Net DPS (Rs) - - - - 2022E 44.5 - N.A.

Profitability & Valuation 2019 2020 2021E 2022E

EBITDA margin (%) 15.6 17.3 16.9 17.2 (Rs)

RoE (%) 14.8 16.0 13.3 18.4 800

RoCE (%) 14.7 14.6 12.1 16.9 600

EV / sales (x) 1.0 1.0 1.3 1.0 400

EV / EBITDA (x) 6.2 5.7 7.7 5.6 o

PE (x) 11.5 9.4 16.9 10.4

P/BV (x) 1.6 1.4 2.1 1.8 0 = :

Net dividend yield (%) - - - -

Source: Company Data, PL Research
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Q1FY21 Result Overview (Rs m)

Y/e March Ql’21 Q1’20 YoYgr. (%) Q4’20 QoQagr. (%)
Net Revenue 466 806 (42.2) 796 (41.5)
Expenditure
Raw Material Cost 279 486 (42.6) 439 (36.5)
% of revenue 59.8 60.3% 55.1
Employee Cost 70 61 14.4 69 1.0
% of revenue 15.1 7.6% 8.7
Other Expense 83 125 (33.7) 136 (39.0)
% of revenue 17.8 15.6% 17.1
Total Expenditure 432 672 (35.8) 645 (33.0)
EBITDA 34 134 (74.5) 152 (77.5)
Margin (%) 7.3 16.6% 19.0
Depr. & Amortization 45 42 7.4 47 (3.3)
EBIT 107 91 16.9 105 2.0
Net Interest 30 27 11.0 28 7.1
Other Income 0 1 (39.4) -2 (123.7)
Profit before Tax (40) 66 (161.2) 75 (153.2)
Total Tax (10) 18 (154.2) 6 (267.8)
Effective tax rate (%) 24.8 28.0% 7.9
Profit after Tax (30) a7 (163.9) 70 (143.5)
PAT Margin (%) -6.5 5.9% 8.7
Adjusted PAT (30) a7 (163.9) 70 (143.5)
EPS (3.6) 5.7 (163.9) 8.4 (143.5)

Source: Company Data, Idea Research

Q1FY21 Operational Metrics

Y/e March Ql’21 Q1’20 YoYgr. (%) Q4’20
Volumes (MTPA) 1,815 3,049 (40.5) 3,267
Capacity Utilizations (%) 34.0 58.7 65.0

Source: Company Data, Idea Research
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Income Statement (Rs m)

Balance Sheet Abstract (Rs m)

Y/e March 2019 2020 2021E 2022E Y/e March 2019 2020 2021E 2022E
Net Revenue 3,383 3,360 3,696 4,805 Non-Current Assets 1,753 2,209 2,078 2,063
Raw Material Expenses 2,097 1,979 2,181 2,830 Net fixed assets 1,440 1,549 1,803 1,747
Gross Profit 1,287 1,381 1,516 1,975 Capital Work In Progress 27 372 - -
Employee Cost 247 260 286 363 Intangible Assets 10 21 21 21
Other Expenses 514 541 606 788 Intangible Assets under develop 22 38 98 108
EBITDA 526 581 624 824 -
Depr. & Amortization 149 179 238 256 Non-Current investment 2 2 2 2
Net Interest 95 105 91 84 Other Non-Current Assets 56 - - -
Other Income 18 10 10 10 Loans 2 5 N -
Profit before Tax 300 307 305 494 Income Tax Assets 19 32 - -
Total Tax 107 71 77 125 Other Non-current assets 174 140 153 184
Profit after Tax 193 236 228 370 Current Assets 1,363 1,606 1,750 2,271
Ex-Od items / Min. Int. - - - - Inventories 431 497 462 601
Adj. PAT 193 236 228 370 Trade receivables 596 610 647 841
Avg. Shares O/S (m) 8.3 8.3 8.3 8.3 Cash & Bank Balance 5 70 200 287
EPS (Rs.) 23.2 284 27.4 44.5 Bank balances other than above 13 28 - -
m Other financial assets 153 139 166 200
- Other Current Assets 164 260 273 341
C/F from Operations 516 644 403 460 Current Tax Assets - - - -
C/F from Investing (498) (700)  (120)  (200)  Total Assets 3,116 3,815 3,828 4,333
C/F from Financing (36) 136 (181) (174) ’ ' ' I
Inc. / Dec. in Cash (19) 80 102 87 Equity
Opening Cash 37 18 98 200 Equity Share Capital 83 83 83 83
Closing Cash 18 98 200 287 Other Equity 1,278 1,511 1,739 2,108
FCFF 18 (56) 283 260 Total Networth 1,361 1,594 1,822 2,192
o o e
Y/e March 2019 2020 2021E 2022E Long"ljerm borrowings 472 721 >81 341
Provisions 12 15 15 15
Growth Deferred tax liabilities 80 73 73 73
Revenue (%) 6.3 (0.7) 10.0 30.0 Other non-current liabilities 8 1 5 7
EBITDA (%) (1.0) 10.4 7.4 32.1 Current Liabilities 1182 1.408 1332 1.706
PAT (%) (19.0) 22.4 (3.4) 62.3 Short term borrowings '511 '506 '556 ,706
EPS (%) (19.0) 22.4 (3.4) 62.3
Profitability Trade payables 325 512 345 448
EBITDA Margin (%) 15.6 173 169 172 Otherfinancial liabilities 261 246 271 352
PAT Margin (%) 5.7 7.0 6.2 7.7 Shortterm provisions 6 7 9 11
RoCE (%) 14.7 14.6 12.1 16.9 Other current liabilities 80 138 152 190
ROE (%) 14.8 16.0 13.3 18.4 Current Tax liabilities _ - i }
Balance Sheet Total Equity & Liabilities 3,116 3,815 3,828 4,333
Net Debt : Equity 0.8 0.7 0.5 0.3
NetWorkingCap. (days) 535 255 510 510
Valuation Y/e March Q2FY20 Q3FY20 Q4FY20 QlFY21
PER (x) 11.5 9.4 16.9 10.4 Net Revenue 876 883 796 466
P/B(x) 1.6 1.4 2.1 1.8 EBITDA 144 152 152 34
EV / EBITDA (x) 6.2 5.7 7.7 56 9% of revenue 16.4 17.2 19.0 7.3
EV/.SaIes (X) . 1.0 1.0 1.3 1.0 Depr. & Amortization 45 45 47 45
Earnings Quality Net Interest 27 23 28 30
Eff. Tax Rate 35.6 23.2 25.2 25.2 Other Income 3 3 7 0
Other Inc / PBT 0.1 0.0 0.0 0.0 "
Profit before Tax 79 87 75 (40)
Eff. Depr. Rate (%) 8.0 8.3 9.0 9.0
Source: Company Data, PL Research. Total Tax 24 24 6 (10)
Profit after Tax 56 63 70 (30)

Source: Company Data, PL Research.
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We/l, Ms. Shailee Parekh (MMS, B.com) and Mr Archit Shah (CA) 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.

Terms & conditions and other disclosures:

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant
and distribution for third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in
business of commodity broking, investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of
which are available at www.plindia.com

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document
is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to
buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the
accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the
information, statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an
independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or
engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL holds certification of registration as Research Analyst bearing SEBI Registration Number INHO00000271 under Securities and Exchange Board of India (Research
Analysts) Regulations, 2014.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the
end of the month immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject
company for any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past
twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from
the subject company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any
compensation or other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do
not have any material conflict of interest at the time of publication of this report.

It is confirmed that Ms. Shailee Parekh (MMS, B.com) and Charmi Mehta (CA), Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts 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.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in
market making activity for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect
opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are
inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all o the foregoing, among other things,
may give rise to real or potential conflicts of interest.

PL and its associates, 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 subject
company 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 subject company or act as an advisor or lender/borrower to the subject company or may have any other potential conflict of interests with
respect to any recommendation and other related information and opinions.
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