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KEY DATA H H
, Finally, recouping market share
Rating BUY
Sector relative Outperformer
e e tanget (INR) sa  PPFL posted a healthy Q4FY24 with volume growing 16% YoY
52 Week High/Low 776/505  (estimate: 12% YoY); realisation fell 17% YoY (estimate: 19% drop) and
Market cap (INR bn/USD bn) 74/0.9 . . .
Free float (%) 68  margin rose 30bp QoQ to 12.5% (estimate: 12.9%). Recently revised
Avg. daily value traded (INR mn) 115.3 ..
pricing strategy helped recoup some market share. PPFL expects
demand growth momentum to sustain given higher infra spending and
SHAREHOLDING PATTERN robust real gstate push. Factoring in demand, management gt{lded for
Mar23 Dec.22 Sep-22 a conservative 15% volume growth and 12-14% EBITDA margin.
Promoter 60.94% 62.94% 62.94% . . )
fil 6.25% 4.41% 3.98% Taking cognisance of Q4FY24, we are edging up FY25E/26E EPS by
DIl 15.74%  15.46%  14.58% 2%/2%. Given strong earnings and a huge valuation gap between
Pledge 0% 0% 0% leading players and PPFL, we are raising the target PE from 30x to 33x.
Retain ‘BUY’ with a TP of INR830 (earlier INR737) on FY26E EPS.
FINANCIALS (INRmn) | Volumes coming out of the woods
Year to March FY20A  FY25E  FY26E  FY27E Volume grew 16% YoY, beating our estimate of 12%. The dip in realisation was
Revenue 25687 30554 35762 41,392 . . . .
EBITDA 307 3912 4692 5413 restricted at 17% YoY led by product mix uptick as PVC prices fell sharply by 16% YoY
Adjusted profit 1646 2286 2781 3323 and the company gave discounts/introduced additional price cuts amid high
Diluted EPS (INR) 14.9 20.7 252 30.1 competitive intensity. Furthermore, capacity addition in East by Q4FY25 shall open
EPS growth (%) 35.8 38.9 217 195 up a new geography for growth. Moreover, demand momentum from real estate,
ROAE (%) 13 135 149 1551 agriculture, and infrastructure implies growth impetus for the company. Hence,
P/E () e 322 204 22 management conservatively guided for volume growth of 15% YoY in FY25.
EV/EBITDA (x) 23.0 17.5 14.2 11.8
Dividend yield (%) 0 0 0 ®  Margins largely along expected lines; guidance maintained
EBITDA margin at 12.5% (down 690bp YoY/up 30bp QoQ) fell slightly short of
our/consensus estimate of 13%/14% mainly due to losses in bathware and on
CHANGE IN ESTIMATES account of steep price cuts in order to protect market share. EBITDA/kg for the
Revised estimates % Revision quarter stood at INR18. In fact, the company focussed on product mix improvement,
Year to March FY25E  FY26E  FY25E  FY26E which restricted realisation drop during the quarter. On last year’s high base (due to
Revenue 30,554 35,762 % % inventory gains), PPFL posted an EBITDA fall of 38% YoY. Nevertheless, the company
EBITDA 3912 4,692 1% 1% continues to guide for an EBITDA margin of 12-14%.
Adjusted profit 2,286 2780 2% 2% High stakes in bathware (Aquel); capacity expansion on track
Diluted EPS (INR) 20.7 25.2 2% 2%

PPFL recorded a top line of INR40mn in bathware along with expenses of INR95mn.
It continues to focus on branding and distribution, along with expansion, expecting
to break even in four—six quarters. With an enhanced capex of INR2.2bn at the Bihar
PRICE PERFORMANCE plant, it shall include 48K MTPA of pipes & fittings and 72mn litres of water tanks.
The company is also focusing on ramping up the Aquel brand by expanding

ZZ . ;igg manpower and branding cost, and launching it pan-India.
665 ¥ 70,000
610 \\}f/\/ 67,000
> roon Financials
May-23  Aug-23  Nov-23  Feb-24 Year to March Q4FY24 Q4FY23 % Change Q3FY24 % Change
M PRINCPIP IN EQUITY Sensex Net Revenue 7,401 7,644 (3.2) 6,186 19.6
EBITDA 923 1,483 (37.8) 757 22.0
Adjusted Profit 547 941 (41.9) 376 45.2
Diluted EPS (INR) ) 49 8.5 (41.9) 3.4 45.2
Sneha Talreja Souvik Mohanty
Sneha.Talreja@nuvama.com Souvik.mohanty@nuvama.com

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities



PRINCE PIPES

Financial Statements

Income Statement (INR mn)

Balance Sheet (INR mn)

Year to March FY24A FY25E FY26E FY27E Year to March FY24A FY25E FY26E FY27E
Total operating income 25,687 30,554 35,762 41,392 Share capital 1,106 1,106 1,106 1,106
Gross profit 7,494 8,799 10,264 11,755 Reserves 14,338 16,348 18,853 21,900
Employee costs 1,477 1,654 1,853 2,038 Shareholders funds 15,444 17,454 19,959 23,006
Other expenses 2,943 3,233 3,719 4,305 Minority interest 0 0 0 0
EBITDA 3,074 3,912 4,692 5,413 Borrowings 1,144 797 462 235
Depreciation 912 972 1,145 1,185 | Trade payables 2,491 3,874 4,541 5,278
Less: Interest expense 65 73 47 26 Other liabs & prov 1,876 1,876 1,876 1,876
Add: Other income 161 180 209 230 Total liabilities 21,232 24,278 27,114 30,671
Profit before tax 2,258 3,048 3,709 4,431 Net block 7,888 9,667 9,121 8,536
Prov for tax 612 762 927 1,108 Intangible assets 87 87 87 87
Less: Other adj 0 0 0 0 Capital WIP 354 354 354 354
Reported profit 1,646 2,286 2,781 3,323 Total fixed assets 8,329 10,108 9,562 8,977
Less: Excp.item (net) 0 0 0 0 Non current inv 382 382 382 382
Adjusted profit 1,646 2,286 2,781 3,323 Cash/cash equivalent 777 2,481 4,186 6,496
Diluted shares o/s 111 111 111 111 Sundry debtors 5,849 5,023 5,879 6,804
Adjusted diluted EPS 14.9 20.7 25.2 30.1 Loans & advances 0 0 0 0
DPS (INR) 0 0 0 0 Other assets 5,460 5,849 6,670 7,577
Tax rate (%) 27.1 25.0 25.0 25.0 Total assets 21,232 24,278 27,114 30,671
Important Ratios (%) Free Cash Flow (INR mn)
Year to March FY24A FY25E FY26E FY27E Year to March FY24A FY25E FY26E FY27E
Volume Growth (%) 9.6 17.0 16.0 15.0 Reported profit 1,646 2,286 2,781 3,323
Realisation Growth (13.5) 1.7 0.9 0.6 Add: Depreciation 912 972 1,145 1,185
Capex (INR mn) 1,872.6 2,750.0 600.0 600.0 Interest (net of tax) 44 49 32 18
EBITDA margin (%) 12.0 12.8 13.1 13.1 Others (4,423) 3,663 (2,005) (2,182)
Net profit margin (%) 6.4 7.5 7.8 8.0 Less: Changes in WC (2,151) 1,820 (1,010) (1,095)
Revenue growth (% YoY) (5.2) 18.9 17.0 15.7 Operating cash flow 329 5,150 2,964 3,439
EBITDA growth (% YoY) 22.8 27.3 19.9 15.4 Less: Capex (1,845) (2,750) (600) (600)
Adj. profit growth (%) 35.8 38.9 21.7 19.5 Free cash flow (1,517) 2,400 2,364 2,839
Assumptions (%) Key Ratios
Year to March FY24A FY25E FY26E FY27E Year to March FY24A FY25E FY26E FY27E
GDP (YoY %) 6.5 6.5 6.5 6.5 RoE (%) 11.3 13.9 14.9 15.5
Repo rate (%) 5.3 5.3 5.3 5.3 RoCE (%) 15.1 17.9 19.4 20.4
USD/INR (average) 75.0 75.0 75.0 75.0 Inventory days 87 77 74 74
Gross margins 29.2 28.8 28.7 28.4 Receivable days 71 65 56 56
EBITDA/MT 17,431.7 19,155.7 20,047.1 0 Payable days 57 53 60 60
Depre % of gross block 6.9 6.3 6.7 6.7 Working cap (% sales) 27.8 17.4 17.7 17.9
Interest % of debt 7.5 7.5 7.5 7.5 Gross debt/equity (x) 0.1 0 0 0
Net debt/equity (x) 0 (0.1) (0.2) (0.3)
Interest coverage (x) 33.3 40.4 75.1 161.8
Valuation Metrics Valuation Drivers
Year to March FY24A FY25E FY26E FY27E Year to March FY24A FY25E FY26E FY27E
Diluted P/E (x) 44.7 32.2 26.4 22.1 EPS growth (%) 35.8 38.9 21.7 19.5
Price/BV (x) 4.8 4.2 3.7 3.2 RoE (%) 11.3 13.9 14.9 15.5
EV/EBITDA (x) 23.0 17.5 14.2 11.8| |EBITDA growth (%) 22.8 273 19.9 15.4
Dividend yield (%) 0 0 0 0 Payout ratio (%) _ 0 0 0 0

Source: Company and Nuvama estimates
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Q4FY24 conference call: Key highlights

Opening remarks

e Improved performance after successfully navigating adverse impact on volume
due to ERP implementation earlier this year.

e Volumes stood at 51,444MT with a revenue of INR7.4bn, EBITDA margins were
12.5%.

e Construction of Begusarai plant is on course.

e Fittings capacity planned of phase 2 has been advanced.

e Plants at Jaipur and Telangana have significant land bank.

e Water tanks segment is progressing well, and plans afoot for a Chennai launch.
e 60,00,000 litres per month in Bihar to start by Q4FY25— capacity for water tanks.

e Capex for Bihar increased to INR2.20bn with capacity to be expanded to
48,000MT.

Industry:

e Housing sales create a new peak in Q1fY24
e India residential market is noticing an upsurge of demand in the top 7 cities.

e Indian real estate sector is projected to reach 1.3 trillion USD by FY34. ByFY47
expected to reach 5.47 trillion. Current market size stands at 300 Bn USD

Demand outlook

e Election impact

o More of an impact on infra, this is only a small part of the company’s
portfolio.

Volume growth

e Real estate with continue to do well, commaodity prices are expected to be range-
bound for the next few months, a good monsoon will also help in the agricultural
side, 15% volume growth with 12.5% margins are attainable.

Guidance

e Volume: 15%
o EBITDA margins: 12-14%

Market share

e Don’t expect to lose market share in FY25.

Bathware

e Sales:
o Q4:INR30-40mn

o FY24:INR100Omn

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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e Employee expenses:

o FY24:INR45mn
e Ad expense

o FY24:INR40mn
e Other expenses

o FY24:INR10mn

e Another 12-18 months to break even at EBITDA level.

Aquel

e Asset purchase: INR 550 million in 2 tranches for the brand and facility in BHUJ.
Will need additional INR 70-100 million capex for maintenance. Other
investment will be manpower and branding cost (being decided).

e By H2, the company will be available throughout India unlike earlier being
available only in north and west.

PVC

e A lot of PVC manufacturers are not making a lot profit. Current prices are not
sustainable and could see a slight uptick. But this should not affect affordability
of the category.

e PVCresin suppliesin India: won’t be seeing any significant capacity additions, will
take another 2-3 years.

Capital expenditure:
e Majority capex on fixed assets: INR2bn (FY24)

o Bihar : INR280mn
o Ruby: INR370mn
o ERP:INR80mn
o Replacement: INR1bn
o Replacement capex: INR1bn
e Usual maintenance capex is at INR600—700mn levels.

e Capex should be between INR800mn-1bn for FY25 (doesn’t include Begusarai
and second tranche of Aquel).

e INR 80-100 million in BHUJ for unlocking potential worth 1bn-1.2bn in the faucets
segment in Bhuj

e Bihar capex till date: 700-800 mn already done (land is 270 mn, rest is infra).

Pricing differential

e Pricing differential is very low, at par with the market and competitive across the
product portfolio.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Channel financing

e In Q4, most traction happened in March, which has resulted in dues in the year
end. IN the last 45 days, the company has dove good collection form the market.
Receivables have come back to 4.50-4.60 Bn levels.

e Interms of credit policy, the company is working on tightening the credit days.
e Channel financing sanction limit:

o Q4FY24:INR1.5bn

o Q3FY24:INR1.23bn
e In terms of utilizations:

o FY24:INR1lbn

o FY23:INR750mn

e Creditor days is beyond the company’s control, but the company is working on
improving its creditor days.

e Term loan has been availed for the new facility at Begusarai.

e Increase in WCis due to the company’s normal requirement.

CPVC

e Price corrections were 3-5%, in line with industry.

e CPVC prices should be subdued as local capacities come in across regions. India
is currently heavily dependent on imports.

e These price drops will be passed on to the market.
e Don’t charge a premium on CPVC.
e Top 4 players enjoy a 70% market share.

e Users are brand conscious in this segment and it is used for hot and cold
applications.

Inventory losses:

e No inventory loss for Q4.

Miscellaneous:
e ForQ4:
o Growth has been because the company has seen strong volumes across

plumbing, agriculture and infrastructure segments. This beings in the
confident that such growth will continue.

o Growth has been similar across CPVC and PVC and HDPE has seen better
growth due to a lower base.

e Price correction for pipes and fittings is done in Q4 reflected in realizations. This
has resulted in better volume growth and lower EBITDA/kg.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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e Business breakup:
o  Plumbing and SWR is about 65%
o Agri:30%
o Infra:4%
o Water tanks:1%
e Multiple factors affect margins:
o Demand

o Product mix (with some segments being more profitable)

o Operating leverage
Exhibit 1: Financial snapshot (INR mn)
Year to March Q4FY24 Q4FY23 % change Q3FY24 % change
Revenues 7,401 7,644 (3.2) 6,186 19.6
Raw material 5,224 5,121 2.0 4,316 21.0
Staff costs 379 309 22.8 373 1.8
Others 876 731 19.8 741 18.2
Total expenditure 6,479 6,161 5.2 5,430 19.3
EBITDA 923 1,483 (37.8) 757 22.0
Depreciation 239 211 13.1 229 4.4
EBIT 684 1,272 (46.3) 527 29.6
Less: Interest Expense 14 28 (52.1) 27 (50.1)
Add: Other income 53 34 55.8 30 76.7
Profit Before Tax 723 1,278 (43.4) 530 36.4
Less: Provision for Tax 177 337 (47.5) 154 14.7
Add: Exceptional items 0 0 0
Reported Profit 547 941 (41.9) 376
Adjusted net profit 547 941 (41.9) 376 45.2
No. of Diluted shares outstanding (mn) 110 110 110
Adjusted Diluted EPS 5.0 8.6 (41.9) 3.4 45.2
P/E (x)
EV/EBITDA (x)
ROE(%)
As % of net revenues
Raw material 70.6 67.0 69.8
Staff expenses 5.1 4.0 6.0
Other expenses 11.8 9.6 12.0
EBITDA 12.5 19.4 12.2
Net profit 7.4 12.3 6.1

Source: Company, Nuvama Research
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Company Description

PPFL is one of the leading polymer pipes and fittings manufacturers in India in terms
of the number of distributors. The company markets its products under two brand
names—Prince Piping Systems and Trubore. It has more than 30 years of experience
in manufacturing polymer pipes and 20 plus years of experience in manufacturing
fittings. Currently, PPFL manufactures polymer pipes and fittings using four different
polymers— UPVC, CPVC, PPR and PP. As at March 31, 2023, the company had a
product range of more than 7,500 SKUs used for varied applications in plumbing,
irrigation and sewage disposal. It currently sells products to distributors, who then
resell them to wholesalers, retailers and consumers.

Investment Theme

PPFL—a leading player in fast-growing plastic pipes industry (12-14% CAGR)—has
reaped benefit of demand shift to organised players. Underpinned by a
comprehensive product range, presence across segments (agri, infra, plumbing) and
pan-India brand & distribution, it has clocked 27%, 15% and 19% revenue, EBITDA
and PAT CAGR, respectively, over FY18-23— one of the highest in industry. PPFL is
well placed to outpace industry riding capacity and geographical expansion.

Key Risks
e Sustained slowdown in residential and non-residential construction activity in
India

e Slowdown in agriculture sector

e Raw material prices volatility can impact profitability

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Additional Data

Management Holdings — Top 10*
Chairman and MD Jayant S. Chheda % Holding % Holding
ED & Promoter Parag J. Chheda Mirae asset 10.10 UTIAMC 0.52
DSP 3.34 Dimensional fun 0.41
ED & Promoter Vipul J. Chheda
Norges bank 2.37 FundRock manage 0.26
CFO Shyam Sharda Aditya Birla AM 1.61 Alquity investm 0.20
Auditor N.A Shah Associates LLP Oman India join 1.53 Tata AMC 0.19
*Latest public data 7
Recent Company Research Recent Sector Research
Date Title Price Reco Date Name of Co./Sector Title
Strong focus on volumes ; Company . Glaze intact in weak environment;
- - 4 B 15-May-24
01-Apr-24 Update 549 uy 5-May: Somany Ceramics Result Update
Small bathware acquisition; pipes Delayed ramp-up hurting growth;
i 5 530 B - H ;
2 still ; Company Update = 13-May-24  APL Apollo Result Update
Market share loss continues; Result . Margin expands; exports in focus;
-Feb- 670 B -May-24
06-Feb-24 Update uy 09-May: Venus Pipes Result Update
Rating and Daily Volume Interpretation
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Volume e PRINCPIP IN EQUITY Buy ® Hold Reduce

Source: Bloomberg, Nuvama research

Rating Rationale & Distribution: Nuvama Research
Expected absolute returns

Rating over 12 months Rating Distribution
Buy 15% 214

Hold <15% and >-5% 61

Reduce <-5% 22
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DISCLAIMER

Nuvama Wealth Management Limited (formerly Edelweiss Securities Limited) (defined as “NWML” or “Research Entity”) a company duly incorporated under the Companies Act, 1956 (CIN
No U67110MH1993PLC344634) having its Registered office situated at 801- 804, Wing A, Building No. 3, Inspire BKC, G Block, Bandra Kurla Complex, Bandra East, Mumbai — 400 051 is
regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, Investment Adviser, Research Analyst and other related activities. Name
of Compliance/Grievance officer: Mr. Atul Bapna, E-mail address: complianceofficer.nwm@nuvama.com Contact details +91 (22) 6623 3478 Investor Grievance e-mail address-
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other sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user
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Analyst Certification:
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Major Institutional Investor.

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, NWML has entered into an agreement with a U.S. registered broker-dealer, Nuvama Financial Services Inc.(formerly Edelweiss Financial Services Inc.) ("NFSI"). Transactions in
securities discussed in this research report should be effected through NFSI.

Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within
Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only
to relevant persons and will be engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Disclaimer for Canadian Persons

This research report is a product of NWML, which is the employer of the research analysts who have prepared the research report. The research analysts preparing the research report are
resident outside the Canada and are not associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by a Canadian
registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario Securities Commission, other Canadian provincial securities regulators,
the Investment Industry Regulatory Organization of Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research analysts'
business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by NWML only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) who are resident in the Province of Ontario, Canada
(an "Ontario Permitted Client"). If the recipient of this report is not an Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the
report to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

NWML is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain international advisers and/or dealers. Please be advised
that (i) NWML is not registered in the Province of Ontario to trade in securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) NWML's head
office or principal place of business is located in India; (iii) all or substantially all of NWML's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal rights against
NWML because of the above; and (v) the name and address of the NWML's agent for service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto,
Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

In Singapore, this report is being distributed by Nuvama Investment Advisors Private Limited (NIAPL) (Previously Edelweiss Investment Advisors Private Limited ("EIAPL")) (Co. Reg. No.
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to persons who qualify as "institutional investors" or "accredited
investors" as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations
("FAR"), sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to NIAPL when providing any financial advisory services to an accredited investor (as
defined in regulation 36 of the FAR. Persons in Singapore should contact NIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is
not suitable for private investors.

Disclaimer for Hong Kong persons

This report is distributed in Hong Kong by Nuvama Investment Advisors (Hong Kong) Private Limited (NIAHK) (Previously Edelweiss Securities (Hong Kong) Private Limited (ESHK)), a licensed
corporation (BOM -874) licensed and regulated by the Hong Kong Securities and Futures Commission (SFC) pursuant to Section 116(1) of the Securities and Futures Ordinance “SFO”. This
report is intended for distribution only to “Professional Investors” as defined in Part | of Schedule 1 to SFO. Any investment or investment activity to which this document relates is only
available to professional investor and will be engaged only with professional investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction
where their offer or sale is not qualified or exempt from registration. The report also does not constitute a personal recommendation or take into account the particular investment objectives,
financial situations, or needs of any individual recipients. The Indian Analyst(s) who compile this report is/are not located in Hong Kong and is/are not licensed to carry on regulated activities
in Hong Kong and does not / do not hold themselves out as being able to do so.

INVESTMENT IN SECURITIES MARKET ARE SUBJECT TO MARKET RISKS. READ ALL THE RELATED DOCUMENTS CAREFULLY BEFORE

INVESTING.
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Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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