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Equity Research Report Plastic Products Date: Apr 30, 2023

Supreme Industries Ltd .
P Analyst Recommendation: HOLD

BSE Code: 509930 NSE:SUPREMEIND

CMP: Rs 2722 Investor’s Rationale
2 Year Target: Rs 2600 Supreme Industries’ (SI) 4Q PAT (up 11% YoY and 71% QoQ) was driven by
strong volumes (up 15% YoY and 7% QoQ), ~Rs 700mn inventory gain (2.7% of
revenue) and robust earnings in Supreme Petro (SI’s share: Rs 491mn, up 78%
QoQ).
Face Value 2.0
Cash levels surged to Rs 7.4bn at FY23-end (FY22: Rs 5.2bn), despite continued
Market Cap (Rs cr) 34,574 capex. The company outpaced industry growth of 32% YoY, posting robust 37%
YoY growth in FY23 pipe volumes (on a low base); management aims for healthy
52 week high/low 2855/1666 15% growth in FY24 on stable and affordable PVC prices. However, EBITDA
margin guidance of 13- 15% seems underestimated after a 15.8% core EBITDA
margin in 4Q (we estimate~15.5% for FY24 and FY25).
Shares O/S (Cr) 12.7
After having invested ~Rs 8.7bn in last two years, mostly towards greenfield
Book Value per Share (Rs) 347 plants in Guwahati, Erode and Cuttack (turned operational Dec’22 onwards), SI
is now working on a Rs 7.5bn capex plan (including a plant near Gwalior), which
Sensex 61,112 would catapult its total capacity to 950,000 tonnes by Mar’24 (currently
~800,000 tonnes). Based on these drivers, we estimate 9%/19%/19% CAGR in
Nifty 18,065 SI's revenue/EBITDA/PAT over FY23-25E (FY18-23: 13%/9%/15%), respectively,
assuming ~14% volume CAGR and ~15.5% EBITDA margin. At ~28x FY25E P/E on
1 yr. Price Chart of Stock and Nifty CMP, we maintain HOLD with an unchanged TP of Rs 2,687 (30x FY25E core P/E,

16x to JV share). Key near-term monitorables: Volume and margin trajectories

» Valuation
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EBITDA (Rs. cr) 2,295.0 2,634.0 2,911.0 3,203.0
Shareholding pattern as on 31st Mar Adj. profit (Rs.Cr) 9,685.0 86520 10,7780 12,2840
2023.
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For FY24, management aims 15% volume growth in pipes but is cautious on margi

e Strong growth in 4Q pipe volumes (up 16% YoY and 8% QoQ; up 37% YoY in FY23 vs. 32% for the industry) was driven by all verticals
(agri, plumbing and infra). Channel inventory is at normal level and management aims for healthy 15% volume growth in pipes,
backed by stable and affordable PVC prices. With SI having achieved 15.8% core EBITDA margin in 4Q (adjusted to ~Rs 700mn
inventory gain, 2.7% of revenue), its guidance of 13-15% for FY24 seems underestimated (we expect 15.5%).

Continued capex to support growth:

e After having invested Rs 4.7bn in FY22 and Rs 4bn in FY23, Sl is now working on Rs 7.5bn capacity expansion plan for all segments
(including Malanpur plant near Gwalior) to be funded through internal accruals (Rs 7.4bn cash surplus). Its greenfield plants in
Guwahati, Erode and Cuttack are operational since Dec’22. It also doubled its LPG cylinder capacity to 1mn units in FY23. From its
current ~800,000-tonne capacity, Sl aims to achieve 950,000 tonnes by Mar’24, with major addition in pipes (to reach over 700,000
tonnes). To remain competitive, Sl is looking to fully pass on proximity-led logistic cost savings (~¥3%) to customers. On these drivers,
we estimate 9%/19%/19% CAGR in SI’s revenue/EBITDA

e /PAT over FY23-25E, respectively, on ~14% volume CAGR and ~15.5% EBITDA margin.

Outlook and guidance

e Season for agri pipes has just started, and the demand is quite robust.

e Given its healthy demand outlook in all business verticals, management aims for 15% volume growth in FY24.
e Alow 13-15% EBITDA margin guidance is on anticipation of rise in the mix of lower-margin agri pipes.

e PVC prices are expected to stay close to the current levels.

e Slaims to add 100+ distributors in FY24. It added ~200 distributors in FY23 to reach 1,443 currently.

e Savings on logistics cost (~¥3%) from the new plants due to proximity to markets would be fully passed on to customers to remain
competitive.

Capex

e Greenfield plants in Guwahati, Erode and Cuttack turned operational since
e Dec'22.
e (Capacity of LPG cylinders too doubled to 1mn units in FY23.

e After having invested Rs 4.7bn in FY22 and Rs 4bn in FY23, Sl is currently working on a Rs 7.5bn capacity expansion plan in all
segments (including a plant in Malanpur near Gwalior)

e Capex will be funded through internal accruals (Rs 7.4bn cash surplus).

e From its current ~800,000 tonne capacity (FY22: 725,000 tonnes), Sl aims to achieve 950,000 tonnes by Mar’24, with major addition
in pipes (to reach 700,000+ tonnes).
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Outlook and Valuation

We remain sanguine on SI’s long-term growth prospects due to structural demand drivers, network/regional expansions, product
launches and a healthy balance sheet. However, at 28x FY25E P/E (near our target multiple), we see low potential in SI’s scrip.

Supreme Industries Ltd- Company Overview

Supreme Industries Limited is an Indian plastics company, based in Mumbai. It handles volumes of over 320,000 tonnes of polymers
annually. The company manufactures industrial and engineering molded furniture products, storage and material handling crates,

multi-layer sheets, multi-layer films, packaging films, expanded polyethylene foam, PVC pipes and fittings, molded furniture, sataranj
mats, disposable EPS containers




Balance sheet (Consolidated)

(Rs million)
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Profit & Loss Account (Consolidated)

(Rs million)

FY22 FY23 FY24E FY25E
o onsiaine 77,728 92,015 96,696 1,08530
Income
EBITDA 12,421 11,996 14,956 16,960
Depreciation 2,295 2,634 2,911 3,203
EBIT 10,126 9,362 12,045 13,757
Interest cost 52 80 34 -11
Other Income & 200 298 160 160
Extraordinary Items
Profit before tax 10,274 9,580 12,171 13,928
Tax 589 928 1,393 1,644
Profit after tax 9,685 8,652 10,778 12,284
Minority Interests
P/L from Associates
Other

FY22 FY23 FY24E FY25E
Liabilities
Share capital 254 254 254 254
Reserves 38190 43767 51496 60223
Networth 38444 44021 51750 60477
Total debt 40 23 22 21
DT Liability /(Asset) 904 908 908 908
Other Liabilities
Total Liabilities 39,388 44,953 52,681 61,407
Assets
Net Tangible Assets 17,608 20,588 22,677 23474
CWIP 1,546 837 837 837
Investments 4759 5774 10274 16,274
Current Assets 20,707 22,228 24,277 26,878
Current Liabilities 10,570 11,990 12,223 13,356
Net Current Assets 10,137 10,238 12,054 13,522
Other Assets 5,338 7,516 6,839 7,300
Total Assets 39,388 44,953 52,681 61,407

Adjusted PAT 9,685 8,652 10,778 12,284




Key Ratios & Valuations (Consolidated)

VR, (S ER) 2 BB FYME FYXE
EBIT (incl. other income) 10216 9422 12043 13757
+ Non-cash items 2295 2634 2911 3203
OCF before WC changes 12511 12056 14954 16960
-Incr./(decr.) inWC 4941 778 1815 1467
Others including taxes 2868 2375 3173 3626
Cash flow from operating 4703 8903 9966 11866
activities

- Capex 4699 4218 5000 4000
- Dividend 2,922 3,049 3,049 3,557
+ Debt raised -11 - -1 -1
- Fin Investments -178 -188 4500 6000
- Misc. Items (CFI + CFF) -325 -366 -1,908 -2,154

Net cash-flow -2426 2191 -676 462
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Key Ratios & Valuations (Consolidated)

Y.E March (Rs crore)

Per share data (Rs.)

DPS

Margin (%)
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Return Ratios (%)
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RONW
Valuation(x)

PJE
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Large Cap. Return Micz:/SmaII Return
ap.
Buy More than equal to Buy More than equal to
% 15%
Hold Between 10% & - Accumulate Upside between 10%
5% * & 15%
Reduce Less than -5% Hold Between 0% & 10%
Reduce/sell Less than 0%

* To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

Member: BSE, NSE, MCX, MCX-SX, CDSL

Reg. office: PG-4, Rotunda Bldg, Bombay Samachar Marg, Fort, Mumbai-
400001, Maharashtra, India

Corp Office: 24/26 Cama Bldg, 3rd Floor, Dalal Street, Fort Mumbai-
400001, Maharashtra India

Tel: 91-22-67378001 Fax: 91-22-22646410
Dealing: 91-22-67378011 Institutional Dealing: 91-22-6737833
Email: research@mjpdirect.com Website: www.mjpdirect.com

Registration Number: SEBI- INZ000218338

Disclaimer:

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any
investment decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in
the securities of the companies referred to in this document (including the merits and risks involved), and should consult their
own advisors to determine the merits and risks of such an investment. M J Patel Share & Stock Brokers Ltd. its affiliates,
directors, its proprietary trading and investment businesses may, from time to time, make investment decisions that are
inconsistent with or contradictory to the recommendations expressed herein. The views contained in this document are those
of the analyst, and the company may or may not subscribe to all the views expressed within. Reports based on technical and
derivative analysis center on studying charts of a stock's price movement, outstanding positions and trading volume, as
opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamentals.
The information in this document has been printed on the basis of publicly available information, internal data and other
reliable sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as
such, as this document is for general guidance only. M J Patel Share & Stock Brokers Ltd. or any of its affiliates/ group
companies shall 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. M J Patel Share & Stock Brokers Ltd. has not independently verified all the
information contained within this document. Accordingly, we cannot testify, nor make any representation or warranty, express
or implied, to the accuracy, contents or data contained within this document. While M J Patel Share & Stock Brokers Ltd.
endeavours to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance,
or other reasons that prevent us from doing so. This document is being supplied to you solely for your information, and its
contents, information or data may not be reproduced, redistributed or passed on, directly or indirectly. M J Patel Share & Stock
Brokers Ltd. and its affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other
advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or
in the past.
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This document disclaims any warranty of any kind imputed by the laws of any jurisdiction, whether express or implied, as to
any matter what so ever relating to the service, including without limitation the implied warranties of merchantability, fitness

for a particular purpose and non-infringement. Any disputes are subject to the jurisdiction only of the Courts of Republic of
India at Mumbai.

M J Patel Share & Stock Brokers Ltd shall not be liable for any misrepresentation, falsification and deception or for any lack of
availability of services through website even if the same is advertised on the website.

Neither M J Patel Share & Stock Brokers Ltd. nor its directors, employees or affiliates shall be liable for any loss or damage that
may arise from or in connection with the use of this information.




