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Quarter affected by COVID disruptions; volume down 25%

Recommendation
BUY

Target
INR 96

Potential Upside
19.2%

Market Cap (INR Mn)
INR 1,428

Sector
Containers & Packaging

Qi1FY21 Result highlights:

* Emmbi Industries’s Q1FY21 revenue from operations declined 24.1% YoY to INR 508 mn (-32.0% QoQ) due to decline in volume
as well as realization owing to COVID-19.

* EBITDA declined 36.0% YoY (down 31.1% QoQ) to INR 59 mn while EBITDA margin contracted by 216bps YoY (+15bps QoQ) to
11.6%.

» Depreciation & finance cost stood at INR 17.5 mn/28.7 mn respectively for the quarter.

* Net Profit stood at INR 11 mn for the quarter; down 69.2% YoY (down 71.7% QoQ). Net Profit margin thus stood at 2.1% in
Q1FY21 (vs 5.1%/5.0% in Q1FY20/Q4FY20), a contraction of 305bps YoY (-293bps QoQ).

MARKET DATA KEY FINANCIALS
Shares O/S (Mn) 17.69 INR Millions FY 18 FY 19 FY 20 FY 21E FY 22E
Equity Cap (INR Mn) 1,284 Revenue 2,546 2,891 3,041 3,221 3,568
Mkt Cap (INR Mn) 1,428 EBITDA 352 410 374 394 466
52 Wk H/L (INR) 140/40 PAT 154 179 148 160 213
EPS (INR 8. 10.1 8. A 12.0
Volume Avg (3m K) 14.5 ({0TE) / 3 9
EBITDA Margin 13.8% 14.2% 12.3% 12.2% 13.1%
Face Value (INR) 10.0
NPM 6.0% 6.2% 4.9% 5.0% 6.0%
Bloomberg Code EMMB IN
Source: Company, KRChoksey Research
Plant shut-downs & unavailability of daily wage laborers affects operations
SHARE PRICE PERFORMANCE Emmbi reported 25% YoY decline in volume in Q1FY21 on account of reduced operating days
in the initial period of lockdown and the exodus of laborers to their native places at the end
10 of the quarter. Due to lockdown Emmbi’s plants were completely shut for first nine days of
lockdown and then gradually started operating at 20%, which improved to 50% (from 24t
100 April) and to 80% by 3 May. Though performance of exports was better, domestic
packaging was worst affected due to arrest of economic activity in the country (especially
80 from FMCG segment).
Presently company is having an order book of around 12 to 16 weeks of exports and around
60 . . C o .
1 week for the domestic packaging which is around 50% of the regular time order book. The
demand in the B2C rural agri distribution is stable and on expected lines. Pond run rate
40 . . .
(number of ponds per day) was slightly higher at around 13 ponds a day during the quarter.
20 EBITDA contraction due to higher employee cost/other expenses with low revenue:
T 2 e 2 7 b Gross Margin in Q1FY21 stood at 41.5% (+544bps/555bps YoY/QoQ) due to lower material
5? S Lc,ﬁ'\' 2 § g g;‘] cost & muted revenue base. Contraction in EBITDA margin to 11.6% in Q1FY21 (-216bps YoY)
can be attributed to higher employee cost at 7.7% of revenue vs 5.2% in Q1FY20 (no salary
Emmbi Nifty cuts) & higher other expenses at 22.2% of revenue vs 17.1% in Q1FY20 due to expense
incurred for COVID-19 related precautions. Company expects to end the full year with
EBITDA margin of 13% as reduced R&D, travelling & admin expenses will improve EBITDA
margin in coming quarters. Due to COVID-19 related safety precautions, Q1FY21 had higher
other expenses. Depreciation & finance cost stood at INR 17.5 mn/28.7 mn for the quarter.
MARKET INFO Capex on hold due to no immediate requirement:
Company wouldn’t be doing additional capex in FY21 & putting it on hold as there is no
immediate requirement. Depreciation expense to remain at same level going forward as
SENSEX 38,357 ; ;
company is holding back capex.
NIFTY 11,334
SHARE HOLDING PATTERN (%)
Particulars Jun-20 Mar-20 Dec-19
Promoters 58.16 58.16 57.82 2 O OC/
Flls 6.91 6.91 6.91 (] (o}
Dlls 2.73 2.73 2.48
Others 322 32:2 3279 Revenue CAGR between FY20 ~ PAT CAGR between FY20 and
Total 100 100 100 and FY22E FY22E
ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-6691 9576
Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413 is also available on Bloomberg KRCS<GO> www.krchoksey.com
Thomson Reuters, Factset and Capital IQ
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Key Concall Highlights: (i) Reiterated guidance for Avana at topline of ~INR 100 Cr in FY21 (INR 10 Cr from small products while INR
90 Cr from Jalasanchay) (i) New incentive scheme will replace the existing one (iii) Social media presence to be seen from October
onwards as company had increased spend on advertisement & promotional activities (iv) Retail business was affected as retailers
were shut; were operating for restricted hours or preventing sales force. Hence, focus shifted more on cross selling to its existing
customer base to get more out of its distribution reach (v) Avana division to see 50-60% growth (vi) Q2FY21 to see topline decline of
8-10% (as first 2 months were under lockdown), Q3FY21 to be flat while Q4FY21 to witness little growth.

Valuation and view

Company faced challenges due to COVID-19 in terms of reduced operating days (due to plant shut down), exodus of migrant
workers, restricted movement of sales force & low demand from domestic packaging division; though exports performed well &
have a strong orderbook. Despite this, company was able to post profit without reducing the staff salaries. Going forward,
management expects improvement in EBITDA margin with reduced R&D cost, low travelling/admin expenses & increased efficiency.
Avana which focuses on B2C segment is continuing to expand and is expected to clock in INR 100 Cr in FY21. In the light of
management guidance we have revised our FY21 Revenue/PAT downward by 12.0%/21% and for FY22 downwards by 6.0%/5.0% and
now expect the Revenue/PAT growth for the company at 8.3%/20.0%, respectively, over FY20-22E. Shares of the company have
rallied ~19% since our Q4FY20 earnings update and are currently trading at PE valuation of 9.0x/6.7x on FY21E/FY22E earnings.
Expecting a recovery in upcoming quarters & fairly stable margins, we raise our P/E multiple to 8.0x (earlier 7.5x) on FY22E EPS of
INR 12.0/share and maintain our target price of INR 96/share, an upside of 19.2% over the CMP. Accordingly, we reiterate a “BUY”
rating on the shares of Emmbi Industries.

Less operating days & reduced capacity utilization Exports to grow further
affected top line

808 815
747
669
54%
Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21
e Net Revenue from operations (INR mn) — ==#==% growth Y/Y ¥ Export & Domestic
Source: Company, KRChoksey Research Source: Company, KRChoksey Research
QiFY21 Geographic Breakup B2B - B2C mix (%) - There will be further
expansion in B2C market with the help of Avana
15.6% 23.0% 25.0% 20.1% 20.1%
Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21
B America M Oceania ®UK = Middle East 1 Africa Europe mB2B © B2C
Source: Company, KRChoksey Research Source: Company, KRChoksey Research
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KEY FINANCIALS

Exhibit 1: Balance Sheet
INR Millions FY 18 FY 19 FY 20 FY 21E FY 22E
Inventories 697 729 787 823 1,092
Trade receivables 370 452 520 512 465
Cash and Cash eq 26 28 19 156 125
Bank balances other than cash and cash eq 1 10 18 18 18
Other current assets 181 155 161 202 231
Total Current Assets 1,285 1,373 1,504 1,711 1,931
Property, plant and equipment 1,002 1,082 1,150 1,158 1,193
Capital work in progress 36 37 61 61 61
Intangible assets 66 92 107 112 18
Financial assets 8 8 12 12 12
DTA 31 23 21 22 23
Income tax asset 55 110 130 137 144
Other non current assets 1 o o 0 (o)
Total non-current assets 1,199 1,352 1,481 1,502 1,551
Total Assets 2,484 2,726 2,985 3,213 3,482
Liabilities and equity
Borrowings 519 609 716 730 745
Trade Payables 241 273 264 306 339
Other financial liabilities 84 104 106 127 125
Total current liabilities 843 985 1,086 1,163 1,208
Non-current liabilities 658 591 616 613 634
Total liabilities 1,501 1,576 1,701 1,776 1,843
Share capital 177 177 177 177 177
Other Equity 805 973 1,107 1,260 1,462
Total equity 982 1,150 1,284 1,437 1,639
Total liabilities and equity 2,484 2,726 2,985 3,213 3,482

Source: Company, KRChoksey Research

ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576

Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413

is also available on Bloomberg KRCS<GO>

Thomson Reuters, Factset and Capital IQ

www.krchoksey.com



A KRChoksey | nstitutional

India Equity Institutional Research || Result Update — Q1FY21 |1 7t September, 2020

Page 5
Emmbi Industries Ltd.
KEY FINANCIALS
Exhibit 2: Profit & Loss Statement
INR Millions FY 18 FY 19 FY 20 FY 21E FY 22E
Revenue 2,546 2,891 3,041 3,221 3,568
Cost of sales 1,700 1,874 1,997 2,115 2,275
Gross profit 845 1,016 1,042 1,104 1,291
Employees Benefit Expenses 120 151 169 205 255
Finance costs 95 110 19 14 110
Depreciation 53 63 70 77 83
Other expenses 373 455 500 505 571
EBITDA 352 410 374 394 466
Margin 13.8% 14.2% 12.3% 12.2% 13.1%
EBIT 301 350 308 320 386
Margin 11.8% 12.1% 10.1% 9.9% 10.8%
Pretax Income 206 240 188 206 276
Income tax expense 53 61 40 45 64
Net profit 154 179 148 160 213
Margin 6.0% 6.2% 4.9% 5.0% 6.0%
Diluted EPS (INR) 8.69 10.06 8.27 9.06 12.03
Source: Company, KRChoksey Research
Exhibit 3: Free Cash Flow Analysis
INR Millions FY 18 FY 19 FY 20 FY 21E FY 22E
Cash from Ops. 301 261 200 323 187
Cash from Investing -313 -166 -187 -99 -131
Cash from Financing 35 -91 -23 -88 -87
Net increase/(decrease) in cash and cash eq 23 3 -9 137 -31
Cash and cash eq at the beginning of the year 3 26 28 19 156
Cash and cash eq at the end of the year 26 28 19 156 125
Source: Company, KRChoksey Research
Exhibit 4: Ratio Analysis
Key Ratio FY18 FY19 FY20 FY21E FY22E
EBITDA Margin (%) 13.8% 14.2% 12.3% 12.2% 13.1%
Net Profit Margin (%) 6.0% 6.2% 4.9% 5.0% 6.0%
RoE (%) 16.8% 16.8% 12.2% 11.8% 13.8%
RoCE (%) 16.0% 16.6% 13.0% 13.0% 14.7%
Current Ratio (x) 1.5X 1.4X 1.4X 1.5X 1.6X
EPS (INR) 8.69 10.06 8.27 9.06 12.03
Source: Company, KRChoksey Research
ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576

Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413
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04-Sep-20 81 96 BUY Buy More than 15%
22-Jun-20 68 96 BUY Accumulate 5% —15%
14-Feb-20 100 174 BUY Hold 0-5%
15-Nov-19 102 174 BUY Reduce -5% -0
27-Sep-19 130 174 BUY Sell Less than — 5%
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I, Parvati Rai (MBA-Finance, M.com), Head Research, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
my views about the subject issuer(s) or securities. | 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)
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