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Recommendation U0 Snapshot
CMP (24th June 2011) =LV Essel Propack, part of the USD 2.4 billion Essel Group with turnover of over USD
Target price =i 300 million, is the largest specialty packaging company — manufacturing
Sector Packaging laminated and seamless plastic tubes.
Stock Details Investment Rationale:
BSE Code 500135 | . Turnaround in Europe & Americas and Change in Sales mix to improve
NSE Code ESSELPACK operating margins: Increase in capacity utilization driven by addition on new
Bloomberg Code ESEL IN customer and new contracts coupled with renationalization of operation in
UK and USA will improve in performance of Europe and America Region.
Market Cap (Rs. cr) 710 America has already become positive at EBIT level in Q3FY11 and Europe has
Free Float (%) 40.9 reduced losses by 50% in FY11. We expect further improvement in these two
52- wk HI/Lo (Rs.) 65/40 unde_rperforming_regions _in coming period. EPL _is focusing more on higher
Avg. volume BSE (Quarterly) 59 950 margin product like plastic tube and concentrating more on Non-oral care
' ' segment which gives higher margin to improve the overall operating margin
Face Value (Rs.) Rs. 2 of company. We expect 130 basis points improvement in operating margin
Dividend (FY 11) 20% during FY12.
Shares o/s (Nos. in crore) 15.7 | = AMESA & EAP region will continue to remain highly profitable and drive
. agrowth: We expect EPL to enter the FY12E — FY13E with a strong surge in
Relative Performance 1Mths __3Mths L volumes, value and profitability. The management has taken a several recent
Essel Propack 5.3% 0.3% -0.4% initiatives like targeting newer clients, scaling up operations with existing
Sensex 1.4% 0.2% 2.7% clients, targeting new user industries and increasing exposure to plastic
tubes. This is likely to trigger growth momentum for company. We expect
80 AMESA and EAP region’s Revenue to grow at 14% and 12.5% CAGR over
60 FY11-13 respectively.
40 « Diversification into Plastic Tube and Flexible Packaging will balance the
product portfolio for the company: EPL revenues are skewed more towards
20 laminated tubes with 75% of total revenue. In recent time, company is more
0 4 , , , , aggressively expanding its plastic tube business, which will reduce the
23-3un 23-Sep 23-Dec 23-Mar 23-3un dependence on laminate tube and even improve the margin as well. Other
than laminated and plastic tubes, EPL is also growing its flexible packaging
‘ Shareholding Pattern 31st March 2011 vertical which includes sachets and packets. PIPL has consistently grown over
. 150% p.a and we expect it to record similar growth rate going forward.
Foreign Promoters 13.93% & Debt de-leveraging program on track: EPL’s debt de-leverage program is on
Indian Promoter 45.19% track and the management is continuously reducing its debt as planned.
Fll & Mutual Funds 14.23% Management is also planning to convert its Indian debt to offshore debt,
Corporate Bodies 10.03% which would reduce interest cost and thereby boosting profitability.
. ' & Near term Margin expansion on back of lower Polymer prices: Recent
Public & others 16.62%

Ruchita Maheshwari, Research Analyst
Ph: 022 - 3926 8023

E-mail ID: ruchita.maheshwari@nirmalbang.com

EBITDA
Rs. Cr

Net Sales

Year Rs. Cr Growth %

FY10 1682.2 30% 288.9 17.2% 41.0 2.4% 21 21.6 0.9
FY11 1415.5 -16% 241.0 17.0% 46.1 3.3% 2.9 154 0.9
FY12E 1586.2 12% 289.5 18.3% 80.2 5.1% 5.1 8.9 0.8
FY13E 1750.0 10% 323.8 18.5% 108.8 6.2% 6.9 6.5 0.7

decline in polymer prices is likely to improve margins in near term for EPL.

Valuation & Recommendation
We recommend “BUY” on the stock with a target price of Rs. 61 (PE of 12x
FY12E), an upside of 36% for a long term view.
EBIDTA APAT APAT
Margin % Rs. Cr Margin %

P/BV

EPS (Rs.)

P/E (x)
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Company Background

EPL, part of the USD 2.4 billion Essel Group with turnover of over USD 300 million,
is the largest specialty packaging company in India engaged in manufacturing
laminated and seamless plastic tubes.

In India company has six units for laminated tubes at Murbad, Vasind and Wada in
Maharashtra, Baddi in Himachal Pradesh, Kundain in Goa, Silvassa in Gujarat, and
three for specialty tubes in Pondicherry, Cuddalore in Tamil Nadu and Uttarakhand.

Besides India, Essel Propack has manufacturing bases in the US, Mexico, Colombia,
UK, Poland, Germany, Egypt, Russia, China, Philippines and Indonesia. The
company has the capacity to produce 2.5 billion tubes a year in India and 6 billion
tubes globally. Of the domestic capacity, 70 per cent is accounted for oral care,
while the pharmaceutical and cosmetic sectors chip in for the rest.

Business Organization

Business is organized by Regions headed by Regional Vice Presidents

Africa, Middle East & East Asia Pacific (EAP) Americas*
South Asia (AMESA)  Tubing + Tubing
¢+ Tubing & Specialty
Packaging

X3

S

UK
Germany
Poland
Russia

X3

S

Philippines
Indonesia

X3

S

X3

S

Source: Company & Nirmal Bang Research

* Medical Devices Business divested in Dec 2009
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The Journey so far....

By~~~ o | ¢ Business

1 laminated tubes
i

gEmETsaTasmon FE :
: 2'105_ . ! | Greenfield facility for !
— K | : Acquisition of i 1 Plastic Tubes in Poland &
! | i Telcon | | Flexible Packaging in :
i H .
| 2003 ! (e | L R |
] A 0 ! i manufacturerof i
| Entry into United | 5 \ i | g
1 g i y laminate tubes .
| Stateswith a green | | " ! !
| field a facilityin ! aege> | i
! Danville for I e i Divesture of :
' ) 1 Medical Device
I
! I
! I

i
I
___________ gt | 2006 |
: FrE 1 ! Acquisition of :
| 1999 e~ i Acuisitionof | ! flexible packaging |
| Joint venture in :mhtﬂ UK ! i businessinIndia
| Germany | Plastic Tube ! | and Medical 1
: S~ ! business. | | Devices business |
e i e 1 Greenfield | tinusA i
'---------"-i ST CNENES} I oy . | ] 1
1 1993 1 Acquisition of :fﬂc“'.w o5 | o
| Joint venturein | Propack  Russia for | i Greenfield facility
| : i Sl
| Egyptto | worldwide (laminate tubes | £ USA for Plastic :
e . imanufacture | laminate tube i Tubes ]
i 1982 : :llaminaletuhes ' business i_ i
i Incorporatedby | '~ .
| Mr.Subhash ! e ,ff:" 7T
i Chandra i . i Entryinto China ,
R ] i it : with a : S e e m e
| Greenfield ] i Essel Propack was the first company to introduce |
| ARk ] : ;
' ) i i laminate tubes in India. ]
] . 1 Ouangzhoufor e e c e c e cmccm e e — - . - ———————————— -
| First factory for ! |laminatetubes |
 laminate tubes !
: in India 1 4
]

Source: Company PPT & Nirmal Bang Research
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Investment Rationale

Turnaround in European and US operations coupled with change in sales
mix will lead to margin expansion

& Turnaround of European operation EPL serves entire Europe (UK, Germany,
Italy, France) and Russia through its European division. It has five facilities
under Europe operations, one each located in Poland, Germany, Russia and
UK. Its Europe operations were facing problems and were reporting negative
earnings for quite some time. EPL has converted Poland as a manufacturing
hub for laminate business for entire European region. Whereas for plastic tube
business EPL is focusing on improving capacity utilization, which is quite low in
Poland. Recently EPL has bagged few contracts in Poland, which will improve
the capacity utilization and in turn reduces losses of the region. UK company is
downsizing the operation to reduce cost and to make it more profitable

(RsCr) CYO8  CY09 FY10(15)  FYil
REVENUES

AMESA 50045 540.67 686.13 673.08
EAP 214.61 24196  306.04 279.21
AMERICAS* 419.84 46498 531.76  331.28
EUROPE 15571 1105 157.65 131.94
Total Revenue 129061 1358.11 1681.58 141551
EBIT

AMESA 6543 9654 8958  94.68
EAP 7399 8264 10035  67.61
AMERICAS* 1319 1838 1061 2.14
EUROPE 9246  -40.01 4521  -22.03
Total EBIT 60.15 15755 15533  142.4

*Including medical devices operation till Dec-09
Source: Company, Nirmal Bang Research

For the past few years Europe is posting a negative earning which is dragging the
consolidated profitability of the company. To counter these losses, EPL has
implemented the cost-effective program, which has started showing its results. The
improvement can be ascertained from the fact that the losses are seeing a
declining trend for the six quarters except in Q3FY11l (due to some exceptional
items). Europe, which accounts for around 10% of the total revenue, has
considerably reduced its loss by roughly 50% from FY10 to FY11. We expect Europe
to showcase further improvement and we expect it to achieve cash break-even by
the end of FY12.
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& Consolidation of operation in US: EPL serves both North America and Latin
America through three manufacturing facilities in the region. Due to its rich
client mining capabilities, EPL is able to report steady growth with successful
ramp-up in volumes despite a limited number of clients. The company is
witnessing ramp up in client addition which w, we believe, will act as a growth
catalyst for the company. It will also reduce the risk of over dependency on a
single client.

EPL is planning to ramp up its plastics tubes business by targeting clients in the
Pharma and food sector. The plastic tube facility in the US, which was located
five miles away from the existing facility for laminated tubes in Danville,
Virginia, had been re-located to the laminated tubes facility. The integration of
the two operations under one roof will bring in operational synergies helping
to improve productivity, cut duplicate establishment costs and drive
economies of scale.

USA was reporting negative earnings till Q2FY11. The company has turned
positive at the EBIT level on the back of restructuring and minimizing cost of
operations. We expect USA to grow by 4-5% in FY12E and FY13E. We expect
improved performance of US will directly contribute to the consolidated EBIT
eventually increasing margins of the company.

Quarterly (RsCr) Mar-10 Jun-10 Sep-10 Dec-10 Mar-11
REVENUES

AMESA 139.2 156.89 166 17753 172.65
EAP 61.74 60.71 82.7 75.74 60.06
AMERICAS 67.55 80.75 85.5 82.63 82.4
EUROPE 32.76 3392 33.72 29.76 34.55
Total Revenue 301.25 332.27 367.92 365.66 349.66
EBIT

AMESA 1758 21.79 20.98 28.07 23.81
EAP 1798 1487 25.10 17.31 10.33
AMERICAS -6.35 -0.74 -0.32 0.99 2.21
EUROPE -545 -398 -396 -10.68 -3.41
Total EBIT 23.76 3194 41.80 35.69 32.94

Source: Company, Nirmal Bang Research

& Change in Overall Sales mix

EPL revenue can be divided into Oral Care and Non Oral Care segments with
78% of revenue coming from Oral care. The Oral care business in linked to few
large customers and has long term contracts whereas in Non-Oral care
business the numbers of customers are large though order size is small. As
such Non-Oral care business has higher margin as compared to Oral Care
business. EPL is aggressively focusing on growing Non-oral care business which
is likely to improve margin. The company is targeting 25% of Non Oral
revenues in FY12 as compared to 22% reported in FY11.
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EPL revenue can also be classified as per product category like laminates tube,
plastic tubes and flexible packaging with business contributing 75%, 9.5% and
15.5% respectively. EPL is aggressively pursuing to increase share of plastic
tube segment, which has higher margin as compare to laminate tube and
flexible packaging.

With all the reduction in losses in European region, improvement in
profitability in US region and change in sales mix with more focus on higher
margin products, will improve overall margin of EPL. We are expecting EPL
operating margin to improve by 130 bps FY12 and 20 bps in FY13.

AMESA & EAP Region will continue to remain highly profitable and drive
growth:

We expect EPL to enter the FY12E — FY13E with a strong surge in volumes, value
and profitability. EPL plans to achieve this by adopting region specific strategy. The
management has taken a several initiatives like targeting newer clients, scaling up
operations with existing clients, targeting new user industries and increasing
exposure to plastic tubes, are likely to trigger growth momentum. We expect
revenues to grow at CAGR of 11.2% over FY11-12E with Europe, Americas, AMESA
and EAP contributing 10%, 5%, 14% and 12.5% respectively.

The management of EPL has taken a region specific strategy to ensure that the
every region is performing at the optimum level and is contributing generously to
the revenues and profitability of the company. The company has taken cost
effective measures like re-location of spare capacities to low cost manufacturing
destinations like India, Poland attain economies of scale.

Region Specific Strategy

& AMESA (Africa, Middle East & South Asia; with operations in Egypt and India)
AMESA is the largest region for EPL, contributing roughly 40% of the total revenue.
The company has operations spread across India, Bangladesh, Nepal, Africa and
Middle East. EPL has eight facilities to service the AMESA region with six located in
India and two in Egypt to service Middle East and Africa markets. The business in
AMESA has grown at a steady growth and is expected to play a dominant role in
the total revenues of the company. The company has taken few initiatives to
maintain its dominant position in AMESA:

a) Consolidate position with key clients through long term contracts: EPL is
in the process of consolidating its position with its key clients like Colgate,
HUL, etc by signing a long term contract with them. This will provide a
strong growth momentum in their earnings.
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b) Aggressively grow in the value added Cosmetic and Pharmaceutical
segments in India: Currently company’s major chunk of the production of
laminated tubes goes into the oral care segment. To increase its business
prospects and to tap the non-oral care business, EPL is aggressively
increasing the offerings to new segments like Pharma and Food. We
believe this strategy will open up immense growth opportunities for the
company.

c) Increase in capacity to capture demand: AMESA includes exposure to
developing countries like India, Africa and Middle East which are
experiencing growth potential. To capture the growth in the region, EPL
has increased the capacity through brown-filed expansion and through re-
location of plant capacities. We think this will give an added advantage to
EPL to capture volume growth momentum.

Considering the above factors, we expect AMESA operations of the company to
register a growth of 14% CAGR in FY11-13E period. We expect AMESA operations
to maintain its EBIT margins owing to benefits from change in sales mix.

& EAP (East Asia Pacific; with operations in China, Philippines and Indonesia)
EAP operations are by far the most profitable operations for EPL with EBIT margins
of around 30%. EAP largely covers China, Indonesia and Philippines, serviced
through five manufacturing facilities. EPL’s strategy is to nurture existing clients
and add new clients. The few initiatives taken by the management has started
giving fruits, which are as follows:

a) Consolidate position with key clients through long-term contracts: EPL is
in the process of consolidating its position with its key clients by a long
term contract with them. This will provide a strong earnings growth
momentum by giving them assured business in this turbulent market
conditions. EPL is also planning to expand capacity in the EAP region to
maintain growth momentum and consolidate market share going forward.

b) Nurturing existing customers and adding new customers and targeting
new sectors: EPL is trying to penetrate Pharma and food sectors for both
laminated and plastic tubes, which are largely dominated by regional
players in China. This will help the company to increase its customer base
and get foothold in new sectors.

Considering the above factors, we expect its EAP operations to register a growth of
12.5% CAGR in FY11-13E period. We expect EAP operations to improve its EBIT
margins owing to benefits from lower material costs and sustained control
measures.
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Diversification into Plastic tube and Flexible Packaging will balance the
product portfolio for the company

EPL has a strong market position in laminated tubes with a world market share of
34% against 4% global share in plastics tubes. EPL has a low market share in the
plastic tubes segment, which remains largely unexplored for the company. EPL's
exposure is largely restricted to the FMCG sector for laminated tubes. Hence,
Pharma and food sectors are untapped markets for both laminated tubes and
plastic tubes segments.

Global Market Share - Laminated Tubes (2009)

mEssel Propack mBetts mAfrica& ME mSuna mAlbea mOthers
Source: Company & Nirmal Bang Research

Global Market Share - Plastic Tubes (2009)

m Albea m Tupack m Berry Plastics m Silgan m Siuple Tube m CCL m Others

Source: Company & Nirmal Bang Research

EPL is addressing the key issue of de-bottlenecking the plastic tube capacity to
process the large business volumes. EPL is aggressively pursuing non-oral clients
and also exploring its existing clients in the oral care business. The company is also
leveraging the existing clients in FMCG segment using laminated tubes for plastic
tubes. The efforts of the management have started paying-off as the company has
registered an increase of 28% revenue growth in the plastic tube category in FY11.
The inclination of the management towards the plastic tubes can be understand
through the fact that the plastic tube commands higher operating margin as
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compared to laminated tubes. Thus, we believe that with the increase in the usage
of plastic tubes (through new addition of clients and through leveraging of existing
laminated tubes clients), the operating margin for the company will improve.

Diversification in flexible packaging business through acquisition of Packaging
India (PIPL)

The Indian economy is growing and so is the Packaging industry. Within India,
increasing penetration of organized retail (including foreign players who are large
consumers of flexible packaging solutions) and increasing preference for branded
products has added fuel to the demand for flexible packaging solutions.

In the current scenario, number of traditional rigid packaging users is migrating to
flexible packaging in a big way. The main reason for this is that flexible packages
are found aesthetically attractive, cost-effective and sturdy. The food processing
sector is the largest user of flexible packaging, accounting for more than 50% of the
total demand. The segment is estimated to be grow at over 15% annually.

Indian Packagng Industry - Packaging Materail Breakdown (2010)
14%

3%

m Flexible mRigid m Metal m Printed cartoons m Glass m Caps & Closures m Labels m Others
Source: Indian Institute of Packaging & Nirmal Bang Research

In a move to consolidate its position as the leader in the domestic packaging
industry, Essel Propack (EPL) has acquired Packaging India (PIPL) for Rs 100 crores
in CY 2006. PIPL enjoys a leading market position in the southern part of the sub-
continent with substantial product breadth, sophisticated machinery and
equipment, unmatched technology and uncharted development with expertise in
creativity and innovation for the products. PIPL provides a good diversification into
the high-end specialized flexible packaging industry to balance its portfolio in
packaging industry. PIPL enjoys a good and reputed clientele base from the foods
and the FMCG sectors. The industry has grown at 15% p.a, whereas; EPL has grown
by 20% p.a. and we expect it to continue to grow at similar rate.
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Debt de-leveraging program on track

Aggressive expansion plans, and acquisition of companies, has resulted in the
increase of borrowed funds during CY05 — CY08 that has increased the debt/equity
ratio of the company. The debt doubled from Rs. 403 crores in CY05 to Rs. 1031.4
crores in CYO08.

1200 - Absolute Debt to fall going forward
Decline in Debt due to low
1000 | Sharpincrease CAPEX, robust cash flows
. and repayment of debt
owing to Europe
200 - operation and
acquisitions
600
400 A
200 -
0 T T T T T T T 1
CYO5  CYo6  CYO7 CY08 FY10 FY11  FY12E FY13E

Source: Company & Nirmal Bang Research

Over the period, the management has become increasingly judicious in its
approach of using debt. The management is taking significant steps in reducing the
burden of debt in their balance sheet. EPL’s debt de-leverage program is on track
and the management is continuously reducing its debt as planned. The
management’s prudent approach has resulted in debt reduction from Rs. 1000 cr in
CY08 to Rs. 810 cr in FY11. Management is also planning to convert its Indian debt
to offshore debt, which would reduce interest cost and thereby boost profitability
going forward.

We expect the debt to reduce progressively from Rs 810 crores in FY11 to Rs 710
crores in FY13E — which will improve the balance sheet and operating matrix.

EPL’s consolidated cash profit was at Rs.152cr in FY11 and do not have any big
capex plans for near future. This gives us the confidence that the company is on
track of reducing its debt burden in the balance sheet.
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Near Term Margin expansion on back of lower Polymer Prices:

In the laminate tubes business, the contract prices are set on quarterly basis.
Current quarter prices are based on average polymer prices (raw material) of
previous quarter. The polymer prices moved up in Q4FY11 as compared to Q3FY11,
hence EPL saw some margin contraction in Q4FY11. In Q1FY12 the polymer prices
have come down as compared to Q4FY11l. This is likely to improve margin in
Q1FY12 and some near term improvement in performance of EPL is expected.

Financial Analysis

EPL has suffered a set-back in its growth due to the slowdown of business in
Europe and Americas post CY08. To combat this financial slowdown, EPL has taken
region specific initiatives with a view to regain its growth momentum. The
management has taken a several initiatives like targeting newer clients, scaling up
operations with existing clients, targeting new user industries and increasing
exposure to plastic tubes which is likely to maintain current growth momentum.
We expect revenues to grow at 11.3% CAGR from FY11 to FY13E with Europe,
Americas, AMESA and EAP contributing 10%, 5%, 14% and 12.5% respectively. The
increase in the performance from Europe and America will significantly contribute
to the consolidated EBIT of the company, whereas, growth in the AMESA and EAP
will continue to drive revenues.

_Net Revenue to grow at a CAGR of 11.3% from FY11 to FY13E , 10,

2000
1800 -
1600 - Pa¥e 30.3% r 30.0%
1400 - L 20.0%
1200 - 2 3% .
1000 - 30 70 10.0%
800 -
600 4 - 0.0%
400 1 - -10.0%
200 1 15.9%

0 - . . . . - -20.0%

CYos FY10 FY11 FY12E FY13E
@ Net Revenue (Rs.incrs)  =—=Growth%

Source: Company & Nirmal Bang Research
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We expect AMESA to lead the growth.

Geography - wise Revenue Break-up
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Source: Company & Nirmal Bang Research

Operating margins to improve in FY12E

EPL had been marred by the economic slowdown in Europe and Americas, resulting
in the loss of revenue. Sky-rocketing raw-material prices has adversely impacted
margins of the company during CY08-09.

To counter these ill-effects, EPL has gone for a complete make-over in its approach.
The company has started dealing with the region specific problems. EPL has gone
for a restructuring and reorganization in the regions to increase the operational
efficiencies and effectively reducing the cost. It has also taken measures to
enhance the production. The company has also started consolidating its
manufacturing facilities - converting low cost manufacturing country to act as a hub
for particular region, going in the non-oral care segment in a big way and addition
of new clients. We expect these initiatives to drive the operating margins by 130
basis points in FY12E.

400 - EBIDTA, PAT and their margjns_ 18.9% 20.0%
17.2% — 17.0% 8.3% i
300 - - 15.0%

200 - 10.0% - 10.0%

0,
100 - . 2.1% 5.8% 509
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Emm EBIDTA PAT ———EBIDTAmargin ==PAT margin

Source: Company & Nirmal Bang Research
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Peer Comparison

We have tried to compare Essel Propack (EPL) with the Paper Product Ltd, as there
are no immediate competitors. EPL was negatively impacted during the financial
slowdown post CYO08 as it has maximum global exposure (present in 12 countries).
The company has taken several initiatives to be back on growth track. EPL is
gearing itself to en-cash the opportunities available in the non-oral care segment
where the presence of the company is insignificant. We believe that the margins
for the company will improve going forward by 130 bps in FY12E owing to the
change in sales mix by catering more customers in the non-oral care segment
which commands better operating margins than the oral care segment plus
converting low cost manufacturing facilities as a hub for catering to the entire
region and consolidation of customers will provide enough fuel for the company to
boost their profitability going forward. We believe that with the region specific
initiatives, all the geographies where the company is present will showcase better
performance thus, boosting consolidate earnings.

Companies Sales EBIDTA | EBIDTA% PAT PAT% EPS PE EV/EBIDTA P/BV EV/Sales
Essel Propack 1415 241 17.0% 46.1 3.3% 2.9 15.4 5.8 0.8 0.8
Paper Product 743 87 11.7% 29.9 4.0% 4.8 15.0 5.4 1.6 0.6

Source: Company, Bloomberg Consensus & Nirmal Bang Research; FY11 numbers

EPL is trading in line with its peer on most of the valuation parameters. Considering
substantial improvement in operating margin in FY12 we feel EPL is better placed
as compared to its peer.
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Valuation & Recommendation

At CMP of Rs. 45, the stock is trading at a PE of 8.9x in FY12E and 6.5x in FY13E
whereas on EV/EBITDA it is trading at 4.6x and 3.8x in FY11lE and FY12E
respectively. We believe that going forward EPL will be able to achieve its lost
glory. We expect the losses from Europe to dwindle down; better performance by
EAP and AMESA and stable performance by Americas will drive the consolidated
earnings. We strongly believe that the restructuring in different geographies, plus
robust demand from the FMCG sector and EPL holding as a dominant position with
limited competitors will lead to the similar kind of performance of CY06 period. We
are also of the opinion that the initiatives taken by the company will be more
visible in FY12E.

We recommend to “BUY” the stock with a target price of Rs. 61 per share (PE of
12xin FY12E), an upside of 36% from current levels.

One year forward P/E
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Risks & Concern

& Any adverse increase in costs of key raw materials like polymer, naptha
may affect earnings.

& Adverse movements of foreign exchange will impact our margins estimates
as the global exposure of EPL is huge.

& Contract negotiations with big clients take place after 3 years. Any major
changes could lead to loss of business and diversion from our estimates.

& Our estimates based on improvement in Europe and Americas. Any further
decline in the economy of these countries will erode margins and our
estimates.

Indian Packaging Industry

India, one of the top ten economies in the world, has the second largest GDP
amongst the emerging economies based on Purchasing Power Parity. The country’s
sheer size of economy has opened up new business opportunities to the world in
all walks of business in general and packaging in particular. Packaging industry in
India is one of the fast growing industries which have its influence on all industries
directly or indirectly.

& The Indian packaging industry is currently $18.8 billion with a growth rate of
15% per annum. Growth rate is expected to double within coming two years.
(Source: Indian Institute of Packaging)

& The large and fast growing Indian middle class population and the growth of
organized retail sector are the catalysts to growth in packaging. The Indian
middle class population is above 50 million and is expected to reach 583
million by 2025. (Source: Indian Institute of Packaging)

& The Indian retail market is currently valued at $511 billion and is expected to
rise to $1.3 trillion by 2018. (Source: Indian Institute of Packaging)

& India’s per capita packaging consumption is less than worldwide average which
offers mammoth business opportunity to Indian packaging industry. (Source:
Indian Institute of Packaging)
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Global Packaging Industry

K/ Capita

Japan  Austraka LFSA EU IAE Haraa  Malywasia RBA Canada Isroal China I.E'lmdm Eant India
0.3 Kg/Capita packaging consumption of India in comparison to other countries

shows the presence of immense untapped potential in Packaging Sector.
(Source:www.npes.in)

Indian Packaging Industry - sector break down (2010)

Food & Beverage (US$97 million) & Pharma (US$ 11 million) & Others (US $6 million)

Source: Indian Institute of Packaging & Nirmal Bang Research
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Consolidated Financials
Profitability (Rs. Cr) FY10 (15m) FY11 FY12E FY13E Balance Sheet (Rs.Cr) FY10 (15 m) FY11E FY12E FY13E
Y/E - March Share Capital 31.3 31.3 31.3 31.3
Revenues - Net 1682.2 14155 1586.2 1750.0 Equity/Warrant 0.0 0.0 0.0 0.0
% change 4.2% 5.2% 12.1% 10.3% Reserves & Surplus 729.5 759.0 830.0 928.3
Operating Profit 288.9 241.0 289.5 323.8 NetWorth 760.8 790.4 861.3 959.6
% change in OP 79.9% 4.3% 20.1% 11.8% Minority Interest 8.3 9.8 11.4 134
Interest 94.7 58.5 53.0 49.2 Total Loans 839.8 809.8 759.8 709.8
Other Income 11.93 3.73 4.77 5.72 Net Deferred Tax Assets 3.7 3.7 3.7 3.7
EBDT 206.1 186.3 241.3 280.2 Total Liabilities 1612.6 1613.6 1636.2 1686.5
Depreciation 132.9 106.2 111.4 117.3 Net Fixed Assets 612.4 592.1 565.7 5334
Extraordinary -30.2 0.7 0.0 0.0 Investments 47.7 47.7 47.7 47.7
PBT 1034 80.8 129.8 162.9 Goodwill 360.7 360.7 360.7 360.7
Tax 38.6 33.2 48.0 52.1 CWIP 58.0 58.0 58.0 58.0
PAT 64.8 47.5 81.8 110.8 Forex Diff 8.0 0.0 0.0 0.0
Share of Profit & loss 14 1.7 1.9 1.9 Inventories 164.3 208.1 226.0 2445
Minority Interest 6.3 3.2 3.5 4.0 Sundry Debtors 202.1 209.5 230.3 249.3
PAT after MI 59.9 46.1 80.2 108.7 Cash & Bank 94.4 81.3 98.3 157.3
Adj.PAT 41.0 46.1 80.2 108.8 Loans & Advances 2545 263.8 287.0 307.1
EPS 3.1 2.9 51 6.9 C AL&A 715.3 762.7 841.7 958.3
Adj EPS* 2.1 2.9 5.1 6.9 CL&P 197.4 213.6 241.6 2735
Cash EPS 10.1 9.8 12.3 14.6 Working Capital 517.9 549.1 600.1 684.8
DPS (Rs. 0.3 0.5 0.6 0.7  Misc Exp 8.0 6.0 4.0 2.0
Quarterly (Rs.Cr) Jun.10 Sep.10 Dec.10 Mar.11 Rreje:IW-XS=YS 1612.6 1613.6 1636.2 1686.5
Revenue 331.48 367.45 364.28 348.71
EBITDA 56.29 68.32 60.10 56.28 [N llE VA (REN)) FY10 (15 m) FY11E FY12E FY13E
Interest 14.04 15.49 14.42 14.52 Operating
EBDT 42.25 52.83 45.68 41.76 Profit Before Tax 73.2 80.0 129.8 162.9
Dep 26.69 26.86 26.66 26.01 Direct Taxes paid -53.4 -33.2 -48.0 -52.1
Other Inc. 0.97 0.72 0.72 1.32 Depreciation 132.9 106.2 111.4 117.3
Forex Gain / Loss -1.74 -1.69 5.97 -0.50 ChangeinWC 6.4 -44.3 -33.8 -25.2
Exceptional Items 0.00 0.00 0.00 -1.30 Interest Expenses 1175 58.5 53.0 49.2
PBT 14.79 25.00 25.71 15.27 Other Non cash items -42.9 2.0 2.0 2.0
Tax 5.90 11.63 9.51 6.18 CF from Operation 233.7 169.2 214.4 254.2
PAT 8.89 13.37 16.20 9.09 Investment
Share of profit from
associate cos. 0.59 0.45 0.24 0.39 Capex -35.6 -86.0 -85.0 -85.0
Minority Interest 0.85 0.36 0.84 1.11 Other Investment 130.0 0.0 0.0 0.0
PAT after Ml 8.63 13.46 15.60 8.37 Total Investment 94.5 -86.0 -85.0 -85.0
EPS (Rs. 0.55 0.86 1.00 0.53 Free Cash Flow 328.2 83.2 129.4 169.2
Operational Ratio FY10 (15 m) FY11 FY12E FY13E [3hELElls]
EBITDA margin (%) 17.2% 17.0% 18.3% 18.5% Equity raised/(repaid) 0.0 0.0 0.0 0.0
Adj.PAT margin (%) 2.4% 3.3% 5.1% 6.2% Inc/Dec in Reserves 0.0 0.0 0.0 0.0
Adj.PAT Growth (%) NA 40.4% 74.1% 35.7% Debtraised/(repaid) -173.9 -30.0 -50.0 -50.0
Price Earnings (x) 21.6 154 8.9 6.5 Dividend (incl. tax) paid -10.8 -7.8 94 -11.0
Book Value (Rs.) 48.6 50.5 55.0 61.3 Deferred Revenue Exp. -5.5 0.0 0.0 0.0
ROCE (%) 8.1% 8.7% 11.4% 12.9% Interest Expenses -116.8 -58.5 -53.0 -49.2
RONW (%) 4.5% 6.1% 9.7% 11.9% Cash Flow from Fin Acti -307.0 -96.3 -112.4 -110.2
Debt Equity Ratio 11 1.0 0.9 0.7 Net Cash Flow 21.2 -13.0 17.0 59.0
Price / Book Value (x) 0.9 0.9 0.8 0.7 Beginning Cash Flow 81.7 94.4 81.3 98.3

Less: Sale of

EV/ Sales 1.0 1.0 0.8 0.7 subsidiaries -8.5 0.0 0.0 0.0
EV / EBIDTA 6.1 5.8 4.6 3.8 Cash as in Bal Sheet 94.4 81.3 98.3 157.3
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NOTE

Disclaimer

This Document has been prepared by Nirmal Bang Research (Nirmal Bang Securities PVT LTD).The information, analysis and
estimates contained herein are based on Nirmal Bang Research assessment and have been obtained from sources believed to be
reliable. This document is meant for the use of the intended recipient only. This document, at best, represents Nirmal Bang Research
opinion and is meant for general information only. Nirmal Bang Research, its directors, officers or employees shall not in anyway be
responsible for the contents stated herein. Nirmal Bang Research expressly disclaims any and all liabilities that may arise from
information, errors or omissions in this connection. This document is not to be considered as an offer to sell or a solicitation to buy
any securities. Nirmal Bang Research, its affiliates and their employees may from time to time hold positions in securities referred
to herein. Nirmal Bang Research or its affiliates may from time to time solicit from or perform investment banking or other services
for any company mentioned in this document.
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