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nation-wide lockdown will be felt in 1QFY21. As majority of the factories were shut for the
entire month of Apr’20, followed by sub-optimal capacity utilization in May’20 (also Jun’20 in .
select cases), we expect significant revenue decline (in the range of 15%-75%) for companies Abhishek Navalgund

in our coverage universe. Limited revenue decline expectation in CCL Products (CCLP) is on  Research Analyst

account of smooth functioning of Vietnam operations and 4QFY20 unsold inventory in India, abhishek.navalgund@nirmalbang.com
which will be booked during the quarter. On the profitability side, we believe that despite +91-22-6273-8013

various cost rationalization measures, including pay cuts, Mold-Tek Packaging (MTEP) and
La Opala RG (LOG) are expected to report loss at the EBITDA level for the quarter as fixed
costs have more or less remained constant despite significant downsizing of activity. We
expect CCLP to report profit for this quarter although overall earnings are expected decline
in excess of ~30% YoY. We believe that all these businesses have been built on strong
fundamentals and have long runway for growth. The true potential of these businesses
cannot be judged from 1QFY21 earnings performance. While we are positive on all
companies, CCLP is our top pick (Refer note- CCLP - In a sweet spot).

CCLP: We are building in ~15% YoY decline in consolidated revenue for 1QFY21. Although
Vietnam operations were running smooth and are expected to deliver strong growth, sub-optimal
capacity utilization in India would affect revenue for the quarter. The freeze dried units were not
operational for the entire quarter. We expect ~40% utilization for the spray dried unit. Vietnam
growth would be driven by new order received from USA-based client starting Apr'20. On a blended
level, we expect capacity utilization at ~22% in India and 70% in Vietnam for 1QFY21. Coffee prices
continued to trend downwards (Robusta average 1QFY21 price declined by ~13% YoY and ~6%
QoQ). Despite these challenges, we expect CCLP to report positive EBITDA while margin would be
affected on account of operating deleverage. We are building in EBITDA and earnings decline of
~39% and ~32% YoY, respectively. Lower earnings decline compared to EBITDA is on account of
strong performance of Vietnam operations where the tax rate is Nil.

LOG: We expect a sharp decline of ~75% YoY in revenue as the company stopped all the
dispatches from 23 Mar 2020 on account of the lockdown. Currently, only a small furnace (catering
to ~40% of capacity) is running and capacity utilization at the end of 1QFY21 was ~30%. As the
bigger furnace was shut for repairs and maintenance before Apr'20 (the same is not operational
now), LOG would end up saving reasonable amount of fixed costs. The company is also facing
logistical issue as the dependence on trains is high. As per our channel checks in key markets like
Mumbai and Kolkata, although the shops are open, consumer off-take has been close to a standstill.
We expect LOG to report loss at EBITDA and PAT level for 1QFY21. We do not expect a liquidity
crunch for LOG unlike peers as the company has ~Rs2.6bn cash and a debt free balance sheet.

MTEP: We expect MTEP to report ~55% YoY decline in 1QFY21revenue. Average capacity
utilization for the quarter would be 35-40% in our view. Management indicated that at ~55% capacity
utilization, the company can breakeven at the operational level. F&F revenue will be affected on
account of loss of ice-cream sales. Other dairy products and edible oil packs should do well as all
are classified as essentials and were running for fairly large part of the quarter. Paints and Lubes
divisions would be under pressure. Management indicated that recovery in Lubes is better than
Paints and does not expect Paints demand to recover before the start of the festive season.
However, during 1QFY21, APNT has given orders in excess of normal sharing proportion of ~30%,
which can offset the overall decline partially. We do not see immediate liquidity challenges. MTEP
has also not opted for RBI moratorium and is making debt payments on time. On the profitability
side, we expect MTEP to report loss at both EBITDA and PAT level for 1QFY21.

Revenue (Rsm) EBITDA (Rsm) EBITDA margin (%) Adj PAT (Rsm)
Company Name Rating TP (Rs)
1QFY21  YoY (%) QoQ(%)| 1QFY21 YoY(%) QoQ(%)| 1QFY21  YoY(bps) QoQ(bps)| 1QFY21 YoY(%) QoQ (%)
CCL Products Buy 340 2,315 -15% -12% 422 -39% -40% 18.2% -717bps -850bps 236 -32% -44%
La Opala RG Buy 233 145 -75% -77% -1 -145% 1%|  -76.3% -1366bps -1332bps -112 -100% -100%
Mold-Tek Packaging Buy 300 521 -55% -51% -52 -126% -127%|  -10.0% -2753bps -2787bps -122 -212% -253%

Source: Nirmal Bang Institutional Equities Research

Please refer to the disclaimer towards the end of the document.



https://www.nirmalbang.com/Upload/CCL-Products-India-Management-Meet-Update-26-June-2020.pdf
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This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH000001436. NBEPL is also
a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have
different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or
its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the
subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject
company at the end of the month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an
officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject
company.

Analyst Certification: I/We, Abhishek Navalgund the Research Analyst, are the authors of this report, hereby certify that the views
expressed in this research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or
industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the
inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for the preparation of this
research report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.
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This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs
of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated
to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their
receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or
licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its
affiliates or employees 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. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report
should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and
would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of
securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the
investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it
may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBEPL.
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