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Strong Performance across segments with inventory gains led
to expansion in margins.

= Results above estimates on revenue front as there was an overall
revival seen in volumes across segments. Gross margins expanded by
177 bps YoY driven by better product mix as new products were
introduced across segments and inventory gains due to increase in PVC
prices. Share of value added products increased by 33% YoY.

= S| reported volume growth of 9% in piping segment in Q3FY21, as the
non-agri segment supported in the revival of volumes with
improvement in demand for new houses and revival of demand in
metro cities. Overall volume growth registered for Q3FY21 was 10%
which was due to stable/positive performance from all the segments.
Industrial segment grew 32.4% followed by consumer segment which
grew 10.9% and packaging segment which reported flattish growth.

= Management believes that the economy is reviving and SI’s market
share in the PVC and CPVC segment has increased. Business
performance in the coming months is positive with major contribution
from Tier Il and Tier IV cities and revival of demand in Metro cities.

= However, we expect that recovery was better and faster than expected

CMP Rs 1,732
Target / Upside Rs 1,775/ 2%
NIFTY 14,239
Scrip Details
Equity / FV Rs 254mn / Rs 2
Market Cap Rs 220bn
USD 3bn
52-week High/Low Rs 1,848/ 773
Avg. Volume (no) 112,814
Bloom Code SIIN
Price Performance iMm 3M 12M
Absolute (%) 4 17 28
Rel to NIFTY (%) 1 (2) 11

Shareholding Pattern
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at the start of the year and will sustain. However, maintaining margins  Promoters 48.9 489 489
at these levels will be the key monitorable to be watched for. As the  np/Banks/Fls 24.0 247 247
stock has already factored in the positive performance and run up a
lot, we maintain our Reduce rating on the stock with a target price Flls 8.5 .4 9.4
of Rs 1,775 to trade at 31x FY23E earnings. Public/Others 187 17.0 17.0
. . . Valuation (x)
Situation getting better
Industrial segment grew 32% as there was better offtake of consumer FY21E FY22E FY23E
durables which boosted industrial components segment. Consumer P/E 370 341 30.2
segment grew 11% as demand for furniture and material handling products  EV/EBITDA 25.1 22.7 19.8
were higher.. chkaging segment grew 2% as the vyorking was affecte_d due ROE (%) 24.4 22.9 223
to increase in its raw material prices. As LDPE price went up they did not
participate in few businesses. They have made many new product ROACE (%) 17.1 16.8 17.1
introduction across segments which helped them boost volumes. Overall
the plants are operating at 60-65% capacity utilization. Estimates (Rs mn)
Q3FY21 Result (Rs Mn) FY21E FY22E FY23E
Particulars Q3FY21 Q3FY20 YoY(%) Q2FY21 QoQ(%) Revenue 56,660 61,428 66,631
Revenue 18,438 13,733 34.3 13,748 34.1 EBITDA 8,790 9,626 10,877
Total Expense 14,422 11,524 25.2 11,189 28.9 PAT 5955 6,460 7,277
EBITDA 4,016 2,209 81.8 2,559 570 Eps (Rs) 169 508 573
Depreciation 549 515 6.6 523 5.0
EBIT 3,466 1,694 104.6 2,036 70.3
Other Income 3 8 (68.8) 1 212.5
Interest (12) 57 (121.9) 25  (149.8)
EBT 3,481 1,645 111.6 2,011 73.1
Tax 886 419 1115 527 68.2
RPAT 3,123 1,234 153.1 1,750 78.5
APAT 3,117 1,227 154.0 1,743 78.8 I .
(bps) (bps) AVP Research: Nidhi Doshi
Gross Margin (%) 37.0 35.3 177 38.3 (124) S TEI: 9122 40.969795
- E-mail: nidhid@dolatcapital.com
EBITDA Margin (%) 21.8 16.1 569 18.6 317
NPM (%) 16.9 9.0 795 12.7 421
Tax Rate (%) 25.5 25.5 (1) 26.2 (74)
EBIT Margin (%) 18.8 12.3 647 14.8 399
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Pipe Segment- to outperform

Piping segment reported growth in Q3FY21 of 9% which has been on a recovery
mode. SI’s Pipe System for Housing is also seeing better demand from September
onwards as demand for new homes has picked pace throughout the Country and
demand has revived in the Metro cities. They enjoyed good demand for their
products from rural markets and Tier lll and Tier IV markets. SI gained market share
in PVC and CPVC segments in 9MFY21. Value added products which are high margin
products have shown a growth of 33%. Distribution strength has increased with
1,373 distributors of piping segment. Major capex spending in FY21 will be
undertaken in piping segment. Piping and value added segments are high value
segments with better margins and improvement will augur well for margin profile at
consolidated level. Additional supply of tanks from their 3 new locations will boost
margins. Capacity addition of 60,000 MT, from 4,40,000 MT to 5,00,000 MT is taken
up in the piping segment to cater to any incremental demand. Management expects
strong demand from pipe segment to bounce back in the coming quarters.

Expansion Projects

Slis undertaking capacity expansion across products and across locations. Looking at
the various steps taken by the government in this sector they have not slowed down
their capex. During FY21, they envisage a capex of Rs. 4,000 Mn, with a carried
forward investment commitment of Rs. 1,820 Mn, of which 70%-80% will be spent
in piping segment. Investment is made mostly in its existing plants where additional
construction activities are going on at 7 sites. Sl is also putting up new plants at three
locations. Land for these plants have been already acquired at Orissa & Tamil Nadu.
In Assam, the plant is being constructed on a lease agreement basis. They aim to put
all these new plants in production in the year 2021-22.

Exhibit 1: Segment Volume

Segment Volume (MT) Value (Rs In Mn) OPM %

Q3FY21 Q3FY20 %Inc/Dec| Q3FY21 Q3FY20 %Inc/Dec| Q3FY21 Q3FY20
Plastic Piping Products 76,759 70,431 9.0 11,400 7,980 42.9 24.0 16.0
Packaging Products 16,785 16,399 2.4 3,180 3,090 2.9 16.0 17.5
Industrial Products 11,652 8,801 324 2,160 1,570 37.6 13.0 10.8
Consumer Products 6,388 5,762 10.9 1,170 1,040 12.5 23.0 18.3
Total 111,584 101,393 10.1 17,910 13,680 30.9 21.0 15.9
Source: DART, Company
Exhibit 2: Actual V/s DART estimates
Particulars (Rs Mn) Actual DART Estimate Deviation (%) | Comments
Revenue 18,438 13,260 39 Robust volumes across segments.
EBITDA 4,016 2,310 74 Gross margin expansion and operating efficiencies
EBITDA Margin (%) 21.8 17.4 435.8 grrgm")’ttr? in (;’:’rf\[g:]'t‘(’)%“gﬁfs value added products
PAT 3,117 1,513 106 Strong EBITDA growth and lower interest costs
Source: Company, DART
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Exhibit 3: Change in estimates

Rs Mn FY22E FY23E

New Previous Chg (%) New Previous Chg (%)
Revenue 61,428 57,921 6.1 66,631 63,176 5.5
EBITDA 9,626 8,328 15.6 10,877 9,204 18.2
EBITDA Margin (%) 15.7 14.4 129.2 16.3 14.6 175.6
PAT 6,460 4,672 38.3 7,277 5,205 39.8
EPS (Rs) 50.8 36.8 38.3 57.3 41.0 39.8

Source: Company, DART

Key Highlights

SI made revenues of Rs. 18,438 mn, which was a growth of 34.3% YoY and
34.1% QoQ.

SI made an operating profit of Rs. 4,016 mn, which was a growth of 81.8%
YoY and 57% QoQ.

Net profit (before share in associates) was at Rs 2,595 mn a growth of 112%
YoY.

Net profit (after share in associate) was at Rs 3,117 mn a growth of 154%
YoY.

Key Conference Call Highlights

Sl sold 1,11,584 MT of Plastic goods and achieved net product turnover of
Rs. 17,660 mn during Q3FY21 against sales of 1,01,393 MT of Plastic goods
and achieved net product turnover of Rs. 13,560 Mn YoY, achieving volume
and product value growth of about 10 % and 30 %, resp.

Sl sold 2,97,871 MT of Plastic goods and achieved net product turnover of
Rs. 41,280 Mn during 9MFY21 against sales of 3,08,321 MT and net product
turnover of Rs. 40,280 Mn YoY, resulting volume de-growth of about 3 % and
product value growth 2 %, resp.

The overall turnover of value added products increased to Rs. 7,580 Mn
during Q3FY21 as compared to Rs. 5,680 Mn YoY achieving growth of 33 %.

Sl has Cash Surplus funds of Rs. 4,320 Mn as on 31st December, 2020 as
against net Borrowings of Rs. 2,170 Mn as on 31st March, 2020.

Overall Growth was mainly contributed by strong growth in Value added
Products and new product introduction in plastic pipe, cross laminated films,
furniture, material handling and protective packaging segments.

The increase in volume sale supported by increase in the business of value
added products have improved operating margin to 21.53% compared to
16.11% YoY. The OPM has also improved significantly due to inventory gain
on account of rapid price increase of PVC resin to the extent of around Rs.
800 Mn in the quarter. Excluding inventory gain for the quarter, normalised
margins are 17.2%.

Sl is planning to supply plastic tanks from 8 locations for Dec’21 (currently 5
locations), which will save on logistics cost and will be affordable as well.
They earn Rs. 150 Mn-160 Mn every month from supply of tanks. They are
creating more capacity of tanks at their 3 new locations as margins on tanks
are value added margins.

Distribution strength as on 31t Dec, 2020 has gone up to 4001 (piping-1,373,
material handling- 205, furniture- 1,214, cross laminated films- 504 and
protective packaging- 705) as compared to 3,567 on 31 March, 2020.

January 27, 2021
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Total Capacity as on 31 December, 2020 is 6,94,409 MT as compared to
6,35,969 as on March 31, 2020, which has increased by 58,000 MT which
was an increase mainly in piping segment.

Capacity breakup as on 31t December, 2020 is — Piping (pipes, fitting, roto
moulding) / Industrial / Packaging / Furniture -4,99,111MT / 74,897MT /
90,554MT/29,848MT as compared to 4,40,671MT/75,000MT/90,500
MT/30,000MT as on March 31, 2020.

In 9MFY21 PVC Resin de-grew 20.5%, however SI's PVC segment de-grew
only 3.7%. Similarly, CPVC compound de-grew 13.5% and SI’s CPVC de-grew
2.9%, thereby increasing their market share in PVC and CPVC segment.

Plastic raw material prices remain at an elevated level. PVC resin prices have
gone up by Rs. 23/- per kg in the quarter with an increase of 25% in its prices.
Since March’20, PVC resin price have gone up by Rs. 42/kg. The PVC prices
remain even now at the elevated level. At the increased prices, there is a
demand resistance from agricultural segment. It is expected that the resin
prices may start softening by March.

Exhibit 4: Segment wise % of Total Volume
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Exhibit 5: Segment wise % of Total Revenue
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Gross Margin (%)

Revenue (Rs Mn)
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Exhibit 9

EBITDA (Rs mn)
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:NPM %

Exhibit 11

Net Profit (Rs Mn)
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Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 55,115 56,660 61,428 66,631
Total Expense 46,770 47,870 51,802 55,754
COGS 35,783 37,112 39,314 42,644
Employees Cost 2,798 2,826 2,967 3,115
Other expenses 8,189 7,932 9,521 9,995
EBIDTA 8,346 8,790 9,626 10,877
Depreciation 2,057 2,056 2,206 2,356
EBIT 6,289 6,734 7,420 8,522
Interest 202 117 130 140
Other Income 14 19 20 20
Exc./ E.O. items 0 0 0 0
EBT 6,101 6,635 7,310 8,401
Tax 1,739 1,670 1,840 2,115
RPAT 4,674 5,965 6,470 7,287
Minority Interest 0 0 0 0
Profit/Loss share of associates 312 1,000 1,000 1,000
APAT 4,630 5,955 6,460 7,277
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 254 254 254 254
Minority Interest 0 0 0 0
Reserves & Surplus 22,358 26,083 30,017 34,767
Net Worth 22,612 26,338 30,271 35,021
Total Debt 4,109 3,909 3,709 3,509
Net Deferred Tax Liability 1,326 1,299 1,273 1,248
Total Capital Employed 28,047 31,546 35,254 39,778
Applications of Funds

Net Block 16,077 17,522 17,816 17,960
CwiIp 929 1,028 1,103 1,178
Investments 2,073 2,073 2,073 2,073
Current Assets, Loans & Advances 17,106 19,256 23,136 28,171
Inventories 8,906 9,935 10,434 11,318
Receivables 3,128 3,260 3,366 3,286
Cash and Bank Balances 2,314 2,876 5,100 7,811
Loans and Advances 1,523 1,827 2,741 4,111
Other Current Assets 1,236 1,359 1,495 1,644
Less: Current Liabilities & Provisions 8,139 8,333 8,874 9,604
Payables 5,475 5,694 6,032 6,543
Other Current Liabilities 2,664 2,639 2,842 3,061
Net Current Assets 8,968 10,924 14,262 18,567
Total Assets 28,047 31,546 35,254 39,778

E — Estimates

January 27, 2021
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Important Ratios

Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)

Gross Profit Margin 35.1 34.5 36.0 36.0
EBIDTA Margin 15.1 15.5 15.7 16.3
EBIT Margin 11.4 11.9 12.1 12.8
Tax rate 28.5 25.2 25.2 25.2
Net Profit Margin 8.5 10.5 10.5 10.9
(B) As Percentage of Net Sales (%)

COGS 64.9 65.5 64.0 64.0
Employee 5.1 5.0 4.8 4.7
Other 14.9 14.0 15.5 15.0
(C) Measure of Financial Status

Gross Debt / Equity 0.2 0.1 0.1 0.1
Interest Coverage 31.1 57.4 57.2 60.7
Inventory days 59 64 62 62
Debtors days 21 21 20 18
Average Cost of Debt 7.0 2.9 34 3.9
Payable days 36 37 36 36
Working Capital days 59 70 85 102
FAT/O 3.4 3.2 3.4 3.7
(D) Measures of Investment

AEPS (Rs) 36.4 46.9 50.8 57.3
CEPS (Rs) 52.6 63.1 68.2 75.8
DPS (Rs) 14.0 15.0 17.0 17.0
Dividend Payout (%) 38.4 32.0 334 29.7
BVPS (Rs) 178.0 207.3 238.3 275.6
RoOANW (%) 21.2 24.4 229 22.3
ROACE (%) 17.4 17.1 16.8 17.1
ROAIC (%) 25.3 24.8 25.2 27.4
(E) Valuation Ratios

CMP (Rs) 1732 1732 1732 1732
P/E 47.5 37.0 34.1 30.2
Mcap (Rs Mn) 220,015 220,015 220,015 220,015
MCap/ Sales 4.0 3.9 3.6 33
EV 221,810 221,049 218,624 215,713
EV/Sales 4.0 3.9 3.6 3.2
EV/EBITDA 26.6 25.1 22.7 19.8
P/BV 9.7 8.4 7.3 6.3
Dividend Yield (%) 0.8 0.9 1.0 1.0
(F) Growth Rate (%)

Revenue (1.8) 2.8 8.4 8.5
EBITDA 6.4 5.3 9.5 13.0
EBIT 4.6 7.1 10.2 14.8
PBT (6.1) 8.8 10.2 14.9
APAT 3.7 28.6 8.5 12.6
EPS 3.7 28.6 8.5 12.6
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO 5,371 6,504 7,302 7,804
CFI (1,937) (3,280) (2,221) (2,225)
CFF (1,555) (2,547) (2,857) (2,867)
FCFF 2,974 2,905 4,727 5,229
Opening Cash 321 2,199 2,876 5,100
Closing Cash 2,199 2,876 5,100 7,811

E — Estimates

January 27, 2021
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell < 0%

Rating and Target Price History

RS) ) Month Rating TP (Rs.) Price (Rs.)
—SI Target Price Mar20  Accumulate 1,029 874
1,850 1 May-20 Reduce 1,019 978
1,630 - Jul-20 Reduce 1,249 1,135
Jul-20 Reduce 1,227 1,173
1,410 - W Oct20  Reduce 1,516 1,459
1,190 - y
970 +
750 T
& &8 &8 8 8 8 8 8 8 8 8 & & .. )
S od L L 5 L L 5 a4 2 4 £ Price as on recommendation date
(] 7] (] =] = =] [ [©] ] (]
- Lo = < s ] b n O Z fa) -

DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745

CONTACT DETAILS
Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Yomika Agarwal VP - Equity Sales yomika@dolatcapital.com +9122 4096 9772
Jubbin Shah VP - Derivatives Sales jubbins@dolatcapital.com +9122 4096 9779
Ashwani Kandoi AVP - Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar AVP - Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com  +9122 4096 9707
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading  shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Dinesh Mehta Co- Head Asia Derivatives dinesh.mehta@dolatcapital.com +9122 4096 9765
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705

Dolat Capital Market Private Limited.
Sunshine Tower, 28th Floor, Senapati Bapat Marg, Dadar (West), Mumbai 400013




DART”

Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), 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 company(ies) mentioned herein 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 company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. This report is
not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Dolat Capital Market
Private Limited. and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein
may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among
other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance
on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
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