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Institutional Equities
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Best-In-Class Plastics Company

We recently interacted with Mr. Madhusudan Jangid, chief financial officer of
Wim Plast (WPL) to understand its business model and growth strategy and
also gauge the impact of demonetisation on the company’s business.

Air-cooler segment to drive growth: WPL'’s legal battle with Symphony ended in
its favour. Symphony, India’s largest air-cooler company, had obtained a stay order
from Gujarat High Court against WPL. The court had restrained WPL from
marketing, selling, advertising, and dealing indirectly or directly in air-coolers which
have the shape, configuration and design identical to and/or are imitation of the
petitioner's (Symphony) models like Winter, Sumo, Diet and Hicool. However, in
April 2016, Gujarat High Court ruled in favour of WPL and the company was
allowed to freely sell and market its air-coolers. The management is seeing good
traction in the air-cooler segment despite the segment being largely dominated by
locally manufactured metal air-coolers (~80%) and Symphony in the organised
segment (~20%). WPL sells more than 20 different products under various
categories like desert coolers, mini desert, personal cooler and window coolers.
WPL expects to add 14 more products in FY17. The air-cooler segment
contributed ~Rs300mn to sales in FY16. The management believes that sales of
the air-cooler segment can double (on a small base) by FY17 compared to air-
cooler sales in FY16. 60% of total air-coolers are outsourced while the rest are
manufactured at its plant in Bardi, Valsad. The initial capex for setting up a plant
for air-coolers was Rs400mn. The management is exploring export markets for its
air-coolers. WPL has more than 200 distributors for air-coolers. The ASP (average
selling price) of its air-coolers is ~Rs4,200.

Strong brand name in injection moulded plastic furniture: WPL is one of the
companies of the Cello group. Cello brand was incepted in 1974 under the
leadership of Mr. G. D. Rathod. Since then, the group has diversified into new
products and markets and become one of the largest manufacturers of branded
products in India. WPL, being a group company, has naturally benefitted from the
strong parentage. WPL pays 1% of its total sales as royalty to Cello. WPL is the
third-largest player after Nilkamal and Supreme Industries, and currently holds a
market share of ~14%-15% in the organised plastic moulded furniture industry.
Around 55% of the industry is dominated by players in the unorganised segment.
WPL has ~500 distributors and intends to expand its distributor network by 10% on
YoY basis. WPL furniture is sold through 15,000 retail outlets. The company has a
strong presence in western region with Rajasthan and Gujarat being key states.
The management expects volume growth of ~10% with limited price hike.

Healthy financials: WPL's sales/EBITDA/PAT posted CAGR of 16%/20%/19%,
respectively, over FY12-FY16. The company has industry best margin profile with
operating margin of 21% in FY16. WPL is a debt-free company with net cash of
Rs252mn. The company has not issued any equity capital since 2000, despite
sales growth of ~5x over the period FY00 to FY16. WPL has a healthy free cash
flow returning business generating ~Rs530mn despite capex of Rs1,000mn over
FY12-FY16.
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Other key takeaways:

e WPL has seven plants with three in Daman (two for manufacturing furniture and one for float), and one each
in Haridwar, Kolkata, Chennai (for making moulds for automobile companies) and Baddi.

o WPL has 4000tn capacity for a product called Bubble Guard at Baddi, Himachal Pradesh. Bubble guard is
used in wall furnishing and in making storage boxes.

o  WPL'’s plastic furniture business includes chairs, stools, trolleys and tables. Chair is its key product.

o Under its premium chair category, WPL sells gas injection-moulded chairs that sell at 3x the price of normal
chairs. ASP for these premium chairs is ~Rs1,500 while ASP for WPL's chairs is ~Rs410

o WPL does not see any major impact of demonetisation currently. Most of its clients make payment through
cheques or RTGS.

e Key raw material for plastic furniture is polypropylene, which WPL procures mainly from Reliance Industries
while a small portion is acquired from Indian Oil Corporation and Haldia Petrochemicals.

o Some of the key reasons why WPL has been able to consistently clock high operating margin compared to
its peers is lower other expenses, higher promotional activity, better technology, and high strength as well
as better aesthetics of its products.

e Average advertising and promotion or A&P spending stands at ~Rs50mn-Rs70mn on an annual basis.
e  Capex guidance for FY17 is Rs350mn, which includes Rs60mn-Rs80mn for maintenance purpose.

o The management believes that WPL will be a beneficiary of Goods and Services Tax or GST. Currently,
WPL pays ~27% of indirect taxes (12% excise duty and 14.5% value added tax or VAT). With
implementation of GST, WPL will most probably fall under the 12% or 18% tax slab. Although the tax benefit
will be passed on to consumers, the management believes it will lead to higher volume for players in the
organised segment.

o WPL has partnered with Amazon for its e-commerce business. Annual sales through the e-commerce
channel stood at Rs60mn in FY16. The company is also in talks with Flipkart to increase its e-commerce
bandwidth.

o 35% of total sales of WPL come from western region, 30% from northern region while the balance 35%
comes from southern and eastern regions. WPL has a weak presence in eastern region.

Exhibit 1: Net sales Exhibit 2: EBITDA
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Exhibit 3: Net Profit Exhibit 4: CFO and FCF
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Exhibit 6: Competitor Analysis
Companies GM (%) EBITDAM (%) EBITM (%) PATM (%) PIE (x)
Wim Plast 46.6% 22.6% 19.2% 13.5% 35.5
Nilkamal 42.5% 12.0% 9.3% 5.7% 16.4
Prima Plastics 41.4% 15.7% 13.0% 9.5% 17.9
Supreme Industries 33.9% 15.5% 12.0% 7.4% 38.1
Astral Poly 31.1% 11.8% 9.4% 6.1% 40.8

Note: *Data is for last 12 months, except for Supreme Industries for which data is for last FY
P/E is of trailing 12 months
Source: Company, Nirmal Bang Institutional Equities Research
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Financial statement

Exhibit 7: Income statement Exhibit 8: Cash flow
Y/E March (Rsmn) FY12 FY13 FY14 FY15 FY16  YIE March (Rsmn) FY12 FY13 FY14 FY15 FY16
Net Sales (incl. 00I) 2,015 2481 2964 3660 3,591 EBT 320 386 447 536 650
% growth 27.5 23.1 19.5 23.5 -1.9  Depreciation 56 73 90 90 112
Other income 12 16 3 14 15 Other Income (12) (15) (2) 9) (13)
Total Income 2,027 2,497 2,967 3,674 3,606 Interest cost 2 1 2 1 2
Raw Material 1,366 1,665 1,963 2,425 2,029  Foreign exchange gain - - (0) 1 (0)
Staff 59 81 101 123 158  Provisions 3 (1) 0 0 4
Other expenses 225 29 364 499 654  (Profit)/lLoss on sale of fixed assets - 1 ] (2) (2)
Total Expenditure 1,649 2,037 2,428 3,047 2,842  Operating Profit before WC 369 443 536 617 753
EBITDA 365 444 536 613 749 Change in Working Capital 36 (111)  (236) 42) (192
% growth 18.9 21.5 20.7 14.5 22.1  Cash from Operations 404 332 301 575 562
EBITDA margin (%) 18.0 17.8 18.1 167 209 Taxes @1 (96)  (118)  (136)  (189)
Depreciation 56 73 90 90 112 Interest cost (2) 1 (2) 1 (2)
EBIT 310 370 446 523 637  Net cash from Operations 312 234 180 440 3N
EBIT margin (%) 154 14.9 15.0 14.3 17.7  Capex (288) (200)  (110) (290) (119
Interest 2 1 2 1 2 Other Income 12 14 2 9 13
Profit Before Tax 320 386 447 536 650  Proceeds from sales of fixed assets - 1 4 4 3
% growth 22.1 20.5 15.9 19.8 214 Net cash from investing (276) (184) (104) (277) (103)
Tax 93 103 122 152 199 Dividends Paid @7) (36) (48) (54)  (132)
Effective tax rate (%) 289 268 273 284 306 Dividend Tax ) ) ®) ©) 27)
Net Profit 228 283 325 384 451  Net cash from financing (31) (42) (56) (63) (159)
% growth 24.7 24.2 15.1 18.0 17.7  Net Increase/(Decrease) in cash 5 8 21 96 109
EPS (Rs) 379 471 54.2 63.9 75.2  Opening cash and cash equivalents 14 18 27 48 144
% growth 24.6 24.2 15.1 18.0 17.7  Closing cash and cash equivalents 18 27 48 144 252
DPS (Rs) 6.0 8.0 9.0 100 120 source: Company, Nirmal Bang Institutional Equities Research
Payout (%) 16%  17% 17% 16% 16%
Source: Company, Nirmal Bang Institutional Equities Research Exhibit 10: Key ratios
Exhibit 9: Balance sheet YIE March FY12  FY13  FY14  FY15  FY16
Y/E March (Rsmn) FY12 FY13  FY14 FY15  Fyie Profitability & Return ratios
Share Capital 60 60 60 60 60 EBITDA margin (%) 18.0 17.8 18.1 16.7 20.9
Reserves and Surplus 91 1187 1449 1716 2080 EBITmargin (%) 154 149 150 143 177
Shareholder's Funds 1021 1,247 1509 1,776 2,140  Netprofit margin (%) M2 13 10 104 125
Non Current Liabilities ROE (%) 245 249 236 234 231
Deferred tax liabilties (Net) 48 55 57 53 59  RoCE (%) 209 204 203 199 203
Other long term liabilities 1 1 1 1 Working capital & Liquidity ratios
Long-term Provisions 1 1 2 2 3 Receivables (days) 344 35.0 345 348 452
Current Liabilities Inventory (days) 67.8 68.6 87.1 86.6 108.3
Trade payables 36 75 137 93 146 Payables (days) 6.3 10.6 16.1 18.2 19.7
Other current liabiliies 4 81 8 121 125 WCdays 99 @1 1055 1032 1338
Short term provisions 45 60 69 83 16  Currentratio (x) 48 37 38 42 55
Total Liabilities 1196 1521 1860 2,120 2,490 Quickrafio(x) 18 14 12 13 26
Valuation ratios
Non Current Assets EVi/Sales (x) 84 6.8 5.7 46 47
Fixed Assets (Tangible) 579 707 728 84  g7o EVEBITDA(Y 464 %2 7 A7 27
Long term loans and advances 1 17 27 24 44 PIEK) 74 62.3 542 459 390
Current Assets P/B(x) 345 282 233 198 165
Inventories 30 391 642 515 695 CGrowth (%)
Trade receivables 209 268 203 406 40 Sales 283 22 188 238 8
Cash and carry equivalents 18 27 48 144 252  EBITDA 248 215 207 145 221
Short term loans and advances 78 112 123 177 145 PAT 241 24.2 151 180 77
Total Assets 1,196 1,521 1,860 2,129 2,490  Source: Company, Nirmal Bang Institutional Equities Research

Source: Company, Nirmal Bang Institutional Equities Research
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Disclaimer
Stock Ratings Absolute Returns

BUY >15%
ACCUMULATE -5% to 15%
SELL <-5%

This report is published by Nirmal Bang's Institutional Equities Research desk. Nirmal Bang group has other business units with independent research teams
separated by Chinese walls, and therefore may, at times, have different or contrary views on stocks and markets. Reports based on technical and derivative analysis
may not match with reports based on a company's fundamental analysis. This report is for the personal information of the authorised recipient and is not for public
distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information for the clients of Nirmal Bang
Equities Pvt. Ltd., a division of Nirmal Bang, and should not be construed as an offer or solicitation of an offer to buy/sell any securities.

We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates to current and historical
information, but do not guarantee its accuracy or completeness. The opinions expressed are our current opinions as of the date appearing in the material and may be
subject to change from time to time without notice.

Nirmal Bang or any persons connected with it do not accept any liability arising from the use of this document or the information contained therein. The recipients of
this material should rely on their own judgment and take their own professional advice before acting on this information. Nirmal Bang or any of its connected persons
including its directors or subsidiaries or associates or employees or agents shall not be in any way responsible for any loss or damage that may arise to any person/s
from any inadvertent error in the information contained, views and opinions expressed in this publication.

Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) is a registered Member of National Stock Exchange of India Limited, Bombay Stock
Exchange Limited. NBEPL has registered with SEBI as a Research Entity in terms of SEBI (Research Analyst) Regulations, 2014. (Registration No: INH000001436 -
19.08.2015 to 18.08.2020).

NBEPL or its associates including its relatives/analyst do not hold any financial interest/beneficial ownership of more than 1% in the company covered by Analyst.

NBEPL or its associates/analyst has not received any compensation from the company covered by Analyst during the past twelve months. NBEPL /analyst has not
served as an officer, director or employee of company covered by Analyst and has not been engaged in market-making activity of the company covered by Analyst.

The views expressed are based solely on information available publicly and believed to be true. Investors are advised to independently evaluate the market
conditions/risks involved before making any investment decision.

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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