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Q2FY12 Results Update

Supreme Industries Limited

PRICE Rs.172

TARGET Rs.225

BUY MEDIUM RISK

Supreme Industries Ltd. (SIL) is one of the leading players in the plastic processing industry.

SIL operates in 4 major plastic products segments, all of which are growing at a strong 18-

20% rate. SIL has 20 technologically advanced manufacturing facilities located at various

places spread across the country. We recently attended the concall and some of the key

points pertaining to results and discussed in the concall as well are summarized below:

e For the quarter ended 31st Dec, 2011 (Q2FY12), on a standalone basis, Supreme
Industries Ltd (SIL) has posted net sales of Rs.7212.1 mn, registering a growth of 24%
YoY. It's EBITDA increased by 10.3% YoY to Rs.875.9 mn and EBITDA margins decreased
by 150 bps to 12.1%. It’s APAT increased marginally by 5.4% YoY to Rs. 418.6 mn. Its AEPS
for the quarter is Rs.3.3. However, Its RPAT registered 48.8% growth YoY at Rs. 614.4 mn,
mainly due to proceeds from sale of its commercial property.

e Considering the sharp rise in the raw material prices & its consequent impact of trade &
volumes; we believe the company has managed to perform reasonably well in relatively
difficult environment. During the quarter the company declared an interim dividend of
Rs.1.75 (FV=Rs.2) per share.

e During H1FY12, its net sales increased by 18% YoY to Rs. 12016.5 mn. Its EBIDTA
increased by 6.6% to Rs. 1451.7 mn, while its EBIDTA margins decreased by 130 bps to
12.1%. Its APAT stood at Rs. 681.2 mn, registering a growth of 7.6% YoY. Its AEPS for
H1FY12 stood at Rs.5.4. It registered a RPAT of Rs. 973.5 mn, growth of 19.31% YoY.

e On the commercial property side, during the quarter SIL realized Rs.691.6 mn from sale
of 41,678 square feet. SIL has further negotiated sale of 13,116 square feet at a
consideration of Rs. 216.5 mn & has received an advance payment of Rs. 32.475 mn. This
transaction is likely to be through by Q3FY12 end.

e SIL processed 111,455 MT polymers in H1FY12 as compared to 101,852 MT of polymers
in HLFY11, achieving a volume growth of 9% & value growth of 19%.

Segment Volume Growth Value Growth
Plastics Piping 18% 33%
Packaging Products 5% 14%
Industrial Products 3% 10%
Consumer Products (20)% 2%

e SILU’s consumer products segment had a de-growth of 20% in volume terms mainly
because of the close down of mats division as the exports of mats continued to be weak
and also the profits were severely affected on account of volatility of raw materials and
foreign exchange.

OUTLOOK & VALUATION

Supreme Industries has delivered decent business growth and is well-poised to grow at a
fast pace in coming years. SIL’s margins had been growing steadily in the past; however it
fell by about 100 bps in Q1FY12 & 150 bps in Q2FY12 due to lower volume growth &
inventory loss. Going ahead, the management expects margins to improve in H2FY12 and
expects the margins to be approximately 13.5% in FY12.

After incorporating H1FY12’s performance, we have tweaked our numbers; we now expect
FY12 and FY13 Revenue to grow at 15.9% & 21.5% and its APAT to grow at marginally by
7.6% in FY12 and 32.8% in FY13. At the Current Price of Rs.172, the stock is available at a
valuation of 13.0x & 9.8x its FY12E & FY13E earnings of Rs.13.3 & Rs.17.6 respectively. We
change our rating to ‘BUY’ with a maintained target of Rs. 225 (12x its FY13E Earnings plus
value of Andheri property at Rs.15 per share).

KEY FINANCIALS (Standalone)

Y/E June Revenue APAT APAT AEPS P/E ROCE ROE P/BV

(Rs mn) (Rs mn) (% Ch.) (Rs.) (x) (%) (%) (x)
FY10 19944.3 1334.3 46.4 10.5 16.4 23.8 40.1 5.8
FY11 24293.0 1567.4 17.5 12.3 13.9 20.9 36.1 4.5
FY12E 28160.4 1686.5 7.6 13.3 13.0 18.9 29.7 3.4
FY13E 34226.2 2240.1 32.8 17.6 9.8 20.3 28.8 24
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QUARTERLY STATEMENT (Standalone) Rs.mn PROFIT & LOSS STATEMENT (Standalone) Rs.mn
Y/E June Q2FY11 Q2FY12 HIFY11l H1FY12 Y/E June FY10  FY11l FY12E FY13E
Net sales 6624.5 72121 10188.9 12016.5 Net sales 19944.3 24293.0 28160.4 34226.2
Growth % 294 24t 204 17:9 Raw Material 13085.6 15766.9 18670.4 22760.4
Total Expense 5787.6 63363 8827.4 10564.8 aw Materia : ' ' '
EBITDA 836.9 8759 1361.5 1451.7 Employee Cost 795.7 964.3 1108.9 1286.4
Growth % 13.3 L 28.8 66 Other Expenses 32104 42242 47100 5557.8
Margin % 12.6 12.1 13.4 12.1
Interest 1293 1418 1728 2751 EBITDA 2852.6 33376 3671.1 46216
Depreciation 163.6 170.8 294.3 342.4 Interest 330.3 424.9 552.4 580.0
Other Income 0.5 11.4 52.6 101.9 Lo

Depreciation 529.2 6189 7241 8327
PBT 5446 5746  947.0  936.2
Margin % 8.2 8.0 93 7.8 Other Income 33.6 65.1 143.3 164.8
Tax 1500 puuetil 3142 PBT 2026.7 23589 25380 3373.7
Rate % 27.5 27.1 33.2 27.2
APAT 3946 4186  632.8  681.2 Tax 6924 791.6 puEESIOREEE e
Margin % 6.0 5.8 6.2 5.7 APAT 13343 1567.4 1686.5 2240.1
Extraordinary items 0.0 ety (183.1) R Extraordinary items (114.0) (183.1) (543.9) (1121.0)
RPAT 3946 6144 8159 9735
Margin % 6.0 85 3.0 81 RPAT 14483 17505 2230.4 3361.1

BALANCE SHEET STATEMENT (Standalone) Rs.mn FINANCIAL RATIO STATEMENT (Standalone)

As on 30" June FY10 FY1l FY12E FY13E Y/E June FY10  FY1l FY12E FY13E
Equity Share Capital 2541 2541 2541 2541  Growth(%)
Net Sales 20.7 21.8 15.9 21.5
Reserves and Surplus 35279 4641.6 6203.2 8821.3 APAT 46.4 17.5 7.6 32.8
EBITDA 19.9 17.0 10.0 25.9
Net worth 3781.9 48957 6457.3 9075.3 Profitability (%)
Total Loans 3873.6 51124 52382 5063.2  CBITDAMargin 14.3 137 130 135
Adj. PAT Margin 6.7 6.5 6.0 6.5
Capital Employed 7655.5 10008.1 11695.5 14138.5 ROCE 23.8 20.9 18.9 20.3
) ROE 40.1 36.1 29.7 28.8
Fixed Assets 5785.9 7678.2 8953.1 10370.5 Per Share Data (Rs.)
Investments 3362 3364 5364 10364  AdiEPS 105 12.3 13.3 17.6
Adj. CEPS 16.0 19.4 23.6 33.4
Inventories 2906.4 34541 34827 3402.4 BVPS 29.8 38.5 50.8 71.4
Valuations (X)
Sundry Debtors 13144 1530.1 1773.7 2155.8 PER 164 13.9 B a8
Cash & Bank Bal 1825 1395 5356 14140  PEG 0.4 0.8 1.7 0.3
P/BV 5.8 45 3.4 2.4
Loans & Advances 977.4 1510.2 1788.3 2180.1 EV / EBITDA 9.0 8.0 7.2 5.5
b EV / Net sales 1.3 1.1 0.9 0.7
Curr Liab & Prov 3148.9 3845.1 4539.7 5531.9 Dividend Yield (%) 21 25 26 29
Net Current Assets 2231.9 2788.8 3040.6 36203  TurnoverDays
Def d Tax Asset Debtors days 24 23 23 23
etrerre axX Assets
(Net) (698.4) (795.4) (834.7) (888.7) Creditors days 71 76 76 76
Gearing Ratio
Total Assets 7655.6 10008.1 11695.5 14138.5 Total Debt to Equity 1.0 1.0 0.8 0.6
Source : Company, Sushil Finance Research Estimates
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Supreme Industries Ltd.

Rating Scale

This is a guide to the rating system used by our Institutional Research Team. Our rating system
comprises of six rating categories, with a corresponding risk rating.

Risk Rating

Risk Description Predictability of Earnings / Dividends; Price Volatility

Low Risk High predictability / Low volatility
Medium Risk Moderate predictability / volatility
High Risk Low predictability / High volatility

Total Expected Return Matrix

B T T

Over 15 % Over 20% Over 25%
Accumulate 10%to15% 15% to 20% 20% to 25%
Hold 0% to 10 % 0% to 15% 0% to 20%
Sell Negative Returns Negative Returns Negative Returns
Neutral Not Applicable Not Applicable Not Applicable
Not Rated Not Applicable Not Applicable Not Applicable

Please Note

® Recommendations with “Neutral” Rating imply reversal of our earlier opinion (i.e. Book Profits / Losses).

® ** |ndicates that the stock is illiquid With a view to combat the higher acquisition cost for illiquid stocks, we
have enhanced our return criteria for such stocks by five percentage points.

® Stock Review Reports: These are Soft coverage’s on companies where Management access is difficult or Market
capitalization is below Rs. 2000 mn. Views and recommendation on such companies may not necessarily be
based on management meeting but may be based on the publicly available information and/or attending
Company AGMs. Hence Stock Reviews may be just one-time coverage’s with an occasional Update, wherever
possible.

Additional information with respect to any securities referred to herein will be available upon request.

This report is prepared for the exclusive use of Sushil Group clients only and should not be reproduced, re-
circulated, published in any media, website or otherwise, in any form or manner, in part or as a whole, without
the express consent in writing of Sushil Financial Services Private Limited. Any unauthorized use, disclosure or
public dissemination of information contained herein is prohibited. This report is to be used only by the original
recipient to whom it is sent.

This is for private circulation only and the said document does not constitute an offer to buy or sell any securities
mentioned herein. While utmost care has been taken in preparing the above, we claim no responsibility for its
accuracy. We shall not be liable for any direct or indirect losses arising from the use thereof and the investors are
requested to use the information contained herein at their own risk.

This report has been prepared for information purposes only and is not a solicitation, or an offer, to buy or sell any
security. It does not purport to be a complete description of the securities, markets or developments referred to in
the material. The information, on which the report is based, has been obtained from sources, which we believe to
be reliable, but we have not independently verified such information and we do not guarantee that it is accurate or
complete. All expressions of opinion are subject to change without notice.

Sushil Financial Services Private Limited and its connected companies, and their respective directors, officers and
employees (to be collectively known as SFSPL), may, from time to time, have a long or short position in the
securities mentioned and may sell or buy such securities. SFSPL may act upon or make use of information
contained herein prior to the publication thereof.



