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Stock Update I 12 June 2017

Sintex Industries Ltd

Industry CmP Recommendation Add on dips to Target
Textiles ‘ Rs. 25.70 | Hold and add on declines ‘ Rs. 20-21.50 ‘ Rs. 29.50 ‘ 1-2 quarters ‘
HDFC Scrip Code SININDEQNR We had issued a Stock Note on March 27, 2017 (when its CMP was Rs.99.85) with a recommendation to buy the stock at the
CMP and add on declines to price band of Rs. 86-90 for sequential targets of Rs.131 and Rs.149 over the next 1-2 quarters.
BSE Code 502742 Refer: http://old.hdfcsec.com/Research/ResearchDetails.aspx?report id=3021870. We now issue a stock update
NSE Code SINTEX incorporating recent corporate action (Demerger) and results review.
Bloomberg SINT IN Corporate Action
CMP June 09, 2017 Rs.25.7 | The stock of Sintex Industries Ltd (SIL) turned ex on 25th May 2017 for demerger of the custom moulding business and
Equity Capital (Rs cr) 52.4 prefab business to Sintex-BAPL and Sintex Infra Projects, wholly owned subsidiaries of Sintex Plastics Technology (SPTL). The
scheme involved issuance of equity shares of SPTL to the shareholders of SIL so that the share holder will get one share of
Face Value (Rs) 10 SPTL upon demerger for each share held. The shares of SPTL will get listed on the BSE and the NSE shortly.
Equity Share O/S (crs) >2.4 Sintex Industries had fixed May 26, 2017 as the record date for the purpose of determination of entitlement for allotment
Market Cap (Rs crs) 1426.0 equity shares as per the composite scheme of arrangement. The Textiles business of Sintex continued in Sintex Industries
Book Value (Rs) 64.6 Ltd. The company has fully integrated business to cater to the segment and engage in premium niche segment in structured
dyed yarn shirting and corduroy fabrics. Company started manufacturing of cotton yarn by setting up a ~300,000 spindles
Avg. 52 Wk Volumes 31977992 | jlant, in FY17. On 25th May 2017 (Ex date), Sintex (now consisting of Textiles business) stock opened at Rs 18.65, and in
52 Week High 37.9 initial trading hours it touched a low of Rs17.75. It later went on to make a high of Rs.34.50 during the day and closed at Rs
52 Week Low 17.7 25.80 with huge intraday volume. Later after trading in the Rs. 25.30 to Rs. 26.15 band, it has closed at Rs.25.70 on June 09,
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2017.

Structural changes in the company:

SIL transferred its custom moulding business and prefab business to Sintex-BAPL and Sintex Infra Projects, respectively. Post-
demerger, there are two companies Sintex Industries (having predominantly textile and spinning businesses) and Sintex
Plastics Technology Ltd, which is also have two subsidiaries - Sintex-BAPL and Sintex Infra Projects. While Sintex Industries is
already listed, Sintex Plastics Technology will also be listed later, which is subject to legal procedure. As on 31st March 2016,
textiles accounts for about 11 percent of Sintex’s revenue, with 77 percent coming from plastics and the balance from
Infrastructure. The group expects the demerger to assist it in managing businesses and operations for the two companies
more efficiently and also helps to develop & execute growth plans and strategies effectively.
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Post Demerger:

Sintex
Plastic / Infra Textiles
Sintex BAPL Sintex Infra
Custom Molding Prefab, Monolithix, Infra & Retail

(Source: Company, HDFC sec)
Company Snapshot:

Sintex Textile division was established in 1931 and company has its manufacturing facilities of composite textile mill at Kalol,
Gujarat. Over the last two decades, company has been reputed name as a premium niche player in structures dyed yarn
shirting and corduroy fabrics domestically as well as globally. Sintex has focussed on high end and high margin products.

Company has seen consistent ramp up in its capacity at Pipavav Yarn Project. Overall, growth and margins were as per the
expectations and company clocked over 85% utilisation in FY17. Company is strategically positioned in Gujarat to become a
leading player with a global scale of 100% compact cotton spinning capacity at a single location. Client’s traction was
encouraging in FY17.

Key Focus Area

Export to more 20+ countries globally at 65% of sales.

Exploring new market of high growth and stable large customers.

Lower Inventory at 90 days resulting lower Working capital.

Strategically balancing between domestic and international sourcing.
Pipavav Port resulting lower logistic cost and time.

Strategically positioned in Pipavav and Gujarat is emerging as textile hub.
Post phase Il commissioning, scale will offer further economies of scale.
Large customer interaction with loner term contracts.

Domestic and Global Sales

Working Capital

Overheads

Economies of Scale

(Source: Company, HDFC sec)
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Q4FY17 Results review

The board of Sintex Industries approved the Q4FY17 result of Textile segment on 19th May 2017. For Sintex Industries,
Consolidated revenue grew sharply because of expansions (Phase | of 3.21 lakh spindles went on stream in Q4FY17, Phase Il
of 3.0 lakh spindles to go on stream in Q2FY18), which is going on stream. Revenue grew by 132.7% (YoY) to Rs 661.34 cr in
QA4FY17. EBITDA for the quarter was down by 6.8% (yoy) to Rs. 77.8 crore with a margin contraction of 250 bps. EBITDA
margin for the quarter stood at 11.8% and margin contraction was due to higher cotton prices and adverse movements in
inventories. The PAT for the quarter was up by 16% at Rs. 49.5 crore, while sequentially, it was down by 19% because of
higher interest cost. PAT margin inched up by 30bps (YoY) to 7.5% in Q4FY17.

Looking at the full year numbers, company reported revenue growth by 104% to reach Rs.1921.3 crore while EBITDA rose
by 30.5% to 270 crore. Company reported net profit of Rs.134.3 crore, up 21% yoy.

EPS stood for Q4FY17 at Rs 0.91 and for FY 17 at Rs 2.47 per share. As on 31st March 2017, Company has total Borrowing of
Rs 4025.7cr (Net Borrowings of Rs 3311 cr) and CWIP of Rs 2493 cr due to on-going expansion of Phase Il, which is to be
commissioned in H1FY18E.

View and Valuation:

We expect to see continued growth in revenues in SIL over the next two- three years led by expansion programs. However
margins could be subdued due to capacities going on stream across the industry. High interest and depreciation costs due to
expansions getting commissioned will result in a subdued growth in bottomline despite aggressive growth in topline. Debt
will continue to be high though some amount of debt repayment could happen over the next few years. We have revised
our estimates for FY19 lower mainly due to low margins in Q4FY17. At the CMP of Rs.25.70 it quotes at 7.4 xFY19E EPS of
Rs.3.5. We think investors who have bought the stock before the demerger on the basis of our recommendation can hold
and add on dips to Rs.20 to Rs. 21.50 Band (~6.0xFY19E EPS) for a target of Rs.29.50 (8.5xFY19E EPS) over 1-2 quarters.

Aggressive debt repayments, better product mix containing higher proportion of high value products, tie up with large
marquee clients and consistency in growth in capacity utilization and better realization could result in re-rating of the stock
beyond our targets.

Quarterly Financials (Consolidated):

FY17

FY16 |

Particulars, Rs in Cr

Q4FY17 |

Q4FY16

(YoY)-%

Q3FY17

(QoQ)-%

(YoY)-%

Net Sales 661.4 585.0 13.1% 284.3 132.7% 1921.3 940.9 104.2%
EBITDA 77.8 83.5 -6.8% 68.5 13.5% 269.9 206.8 30.5%
Depreciation 334 33.2 0.7% 18.8 77.6% 132.2 73.1 80.9%
EBIT 44.4 50.3 -11.8% 49.7 -10.7% 137.7 133.7 3.0%
Other Income 35.6 16.8 111.6% 331 7.4% 97.2 76.4 27.2%
Interest 26.7 22.8 16.8% 17.8 50.2% 93.3 67.9 37.5%
Earning before Tax 533 44.3 20.3% 65.0 -18.1% 141.6 142.2 -0.5%
Tax Paid 3.7 1.9 97.3% 13.3 -72.0% 7.3 31.4 -76.8%
Reported Profit After Tax 49.5 42.4 16.9% 51.8 -4.3% 134.3 110.8 21.2%
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EPS 0.9 0.8 16.0% 1.2 -19.0% 2.8 2.5 10.0%
EBITDA Margin 11.8% 14.3% (250bps) 24.1% (1230bps) 14.0% 22.0% (800bps)
PAT Margin-% 7.5% 7.2% 30bps 18.2% | (1070 bps) 7.0% 11.8% (480bps)

Balance Sheet (Consolidated):

(Source: Company, HDFC sec)

Revised Estimates (consolidated):

Particulars, Rsin Cr FY19E
Share Capital 54.5 44.7 Net Sales 3500
Reserve and Surplus 3,858.4 5,510.4 EBITDA 525.3
Total Equity 3,912.9 5,555.0 EBTDAM-% 15.0%
Total Borrowings 4,025.7 5,830.2 Depreciation 224.8
Non Current Liabilities 98.7 287.3 EBIT 300.5
Current Liabilities 581.7 1,889.1 Other Income 80.2
Total Equity and Liabilities 8,619.0 13,561.7 Interest 148.5
Fixed Assets 3,761.8 7,711.7 EBT 232.2
CWIP 2,493.2 184.0 Tax Paid 23.2
Non Current Assets 245.3 1,153.3 PAT 209.0
Inventory 206.7 606.4 EPS 3.5
Trade Receivables 627.0 2,236.3
Cash/ Cash Equivalents 714.9 740.9
Other current Assets 570.0 929.0
Total assets 8,619.0 13,561.7

(Source: Company, HDFC sec)
One Year Price (Adjusted) Chart
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Fundamental Research Analyst: Abdul Karim (abdul.karim@hdfcsec.com)

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066
Website: www.hdfcsec.com Email: hdfcsecretailresearch@hdfcsec.com.
Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

Disclosure:

I, (Abdul Karim, MBA), authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. HSL has no material
adverse disciplinary history as on the date of publication of this report. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.
Research Analyst or his/her relative or HDFC Securities Ltd. does have/ does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does
have/does not have any material conflict of interest.

Any holding in stock — Yes/ No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based upon information
obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or
correctness. All such information and opinions are subject to change without notice. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended
to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction
where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published for any purposes without prior written approval of HSL.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition, investors in
securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its
attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other
transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such
company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not
restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these
securities from time to time or may deal in other securities of the companies / organizations described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or co-managing
public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor Research
Analysts have any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.
HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any
compensation/benefits from the subject company or third party in connection with the Research Report.

This report is intended for non-Institutional Clients only. The views and opinions expressed in this report may at times be contrary to or not in consonance with those of Institutional Research or PCG Research teams of HDFC
Securities Ltd. and/or may have different time horizons

HDFC Securities Limited, SEBI Reg. No.: NSE-INB/F/E 231109431, BSE-INB/F 011109437, AMFI Reg. No. ARN: 13549, PFRDA Reg. No. POP: 04102015, IRDA Corporate Agent License No.: HDF 2806925/HDF €000222657, SEBI
Research Analyst Reg. No.: INH000002475, CIN - U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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