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KEY DATA  

Rating  BUY 
Sector relative Outperformer 
Price (INR) 1,947 
12 month price target (INR) 2,996 
Market cap (INR bn/USD bn) 247/3.2 
Free float/Foreign ownership (%) 12.5/20.5 
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 Volumes drives growth; margins a miss 

Supreme Industries’ (SIL) result came in slightly below expectation due 
to a sharp rise in plastic pipe volumes (27% YoY vs. 12% est.) – offset 
by lower than expected profitability (margin at 15.3%). While the pipe 
segment benefitted from a pick-up in agri-pipes demand, non-pipes 

segment saw volume pressure along with margin weakness. While PVC 
prices are expected to fall further, impacting margins, management 
expects rising affordability to drive strong demand growth. 

We believe SIL’s growth will be led by a pick-up in industry growth (led 
by agri, housing and infra) and rising market consolidation. Maintain 
‘BUY’ with a revised target price of INR2,996 (earlier INR2,972) at 40x 
multiple as we roll forward valuation to Sept-23E. 

FINANCIALS (INR mn) 

Year to March        FY21A FY22E FY23E FY24E 

Revenue 63,571 77,728 85,846 95,378 

EBITDA 12,842 12,421 13,880 15,564 

Adjusted profit 9,781 9,685 10,803 11,955 

Diluted EPS (INR) 77.0 76.2 85.0 94.1 

EPS growth (%) 109.3 (1.0) 11.5 10.7 

RoAE (%) 36.1 27.6 26.4 25.8 

P/E (x) 25.3 25.5 22.9 20.7 

EV/EBITDA (x) 22.8 23.8 20.8 18.3 

Dividend yield (%) 1.1 1.2 1.2 1.2 

PRICE PERFORMANCE 

 
 

 
Robust plastic pipes volumes; non-pipes segment muted 

Q4FY22 plastic pipe volume increased sharply by 27% YoY, versus our 12% growth 

estimate. We believe, the sharp increase in volume was led by: i) strong demand 

from the agri pipe segment; ii) increase in CPVC sales, as availability was re-stored; 

iii) CPVC availability also improved PVC sales – impact of basket selling; and iv) higher 

channel re-stocking in March. Volumes in the non-pipe segment disappointed. This 

stems from packaging segment volumes slipping by 16% YoY due to weak silpaulin 

volumes, 11% YoY drop in consumer furniture business, due to weak demand, and 

flattish volumes in the industrial segment. Going ahead, falling PVC prices and rising 

affordability are expected to drive volumes, especially for the agri-pipes business. 

Margins show weakness impacted by product miss and high base 

Q4FY22 EBITDA margin at 15.3%, declined a sharp 900bps YoY/100bps QoQ, lower 

than our estimate of 17.8%. Although YoY margins look lower, due to last year’s high 

base (inventory gains of INR0.8-1bn), QoQ pressure was rooted in a change in 

product mix towards low margin agri-pipes. The non-plastic pipes business, except 

consumers, saw better than expected margins. Going ahead, while EBITDA margins 

may look weak, with falling PVC prices, volume growth can be robust driving 

operating leverage. 

 Explore: 

    
 

    

 

Outlook and valuations: Bolstering leadership; retain ‘BUY’ 

Management expects a downward pressure in PVC prices to drive volume growth 

more sustainable in the long-term. We believe, SIL is poised to leap onto the next 

league in the coming years led by rising market consolidation. We maintain ‘BUY/SO’ 

with a TP of INR2,996 (INR149 for subsidiary Supreme Petro) based on 40x Sep-23E. 

Financials 
Year to March Q4FY22 Q4FY21 % Change Q3FY22 % Change 

Net Revenue  25,571  20,846 22.7  19,451 31.5 

EBITDA  3,914  5,097 (23.2)  3,179 23.1 

Adjusted Profit  3,239  4,504 (28.1)  2,457 31.8 

Diluted EPS (INR)  25.5  35.5 (28.1)  19.3 31.8 
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Financial Statements    

Income Statement (INR mn) 
Year to March             FY21A FY22E FY23E FY24E 

Total operating income 63,571 77,728 85,846 95,378 

Gross profit 23,186 24,197 29,188 32,428 

Employee costs 3,104 3,453 3,764 4,102 

Other expenses 7,240 8,323 11,544 12,762 

EBITDA 12,842 12,421 13,880 15,564 

Depreciation 2,128 2,295 2,664 2,889 

Less: Interest expense 95 52 50 20 

Add: Other income 43 200 239 287 

Profit before tax 10,662 10,274 11,406 12,942 

Prov for tax 2,341 2,633 2,851 3,236 

Less: Other adj 16 0 0 0 

Reported profit 9,797 9,685 10,803 11,955 

Less: Excp.item (net) (16) 0 0 0 

Adjusted profit 9,781 9,685 10,803 11,955 

Diluted shares o/s 127 127 127 127 

Adjusted diluted  EPS 77.0 76.2 85.0 94.1 

DPS (INR) 22.0 24.0 24.0 24.0 

Tax rate (%) 22.0 25.6 25.0 25.0 

Important Ratios (%) 
Year to March             FY21A FY22E FY23E FY24E 

Industrial growth % 7.3 15.9 12.0 12.0 

Consumer growth % (11.1) (5.7) 8.0 8.0 

Packaging growth % 6.8 (1.2) 15.0 12.0 

EBITDA margin (%) 20.2 16.0 16.2 16.3 

Net profit margin (%) 15.4 12.5 12.6 12.5 

Revenue growth (% YoY) 15.3 22.3 10.4 11.1 

EBITDA  growth (% YoY) 53.9 (3.3) 11.7 12.1 

Adj. profit growth (%) 109.3 (1.0) 11.5 10.7 

Assumptions (%) 
Year to March                  FY21A FY22E FY23E FY24E 

GDP (YoY %)  (7.3) 9.5 7.0 6.5 

Repo rate (%) 4.0 4.0 4.3 5.3 

USD/INR (average) 74.2 74.5 76.0 75.0 

Pipes growth % (2.1) (6.8) 18.0 12.0 

Industrial margin % 13.0 13.0 13.0 13.0 

Consumer margin % 21.0 17.0 18.0 18.0 

Packaging margin % 16.0 11.5 15.0 15.0 

Pipes margin % 22.0 17.5 16.5 16.5 

         

Valuation Metrics 
Year to March            FY21A FY22E FY23E FY24E 

Diluted P/E (x) 25.3 25.5 22.9 20.7 

Price/BV (x) 7.8 6.4 5.7 5.0 

EV/EBITDA (x) 22.8 23.8 20.8 18.3 

Dividend yield (%) 1.1 1.2 1.2 1.2 

Source: Company and Edelweiss estimates 

Balance Sheet (INR mn) 
Year to March              FY21A FY22E FY23E FY24E 

Share capital 254 254 254 254 

Reserves 31,438 38,190 43,054 49,070 

Shareholders funds 31,692 38,444 43,308 49,325 

Minority interest 0 0 0 0 

Borrowings 6 0 0 0 

Trade payables 6,462 7,940 8,538 9,486 

Other liabs & prov 4,663 3,575 3,575 3,575 

Total liabilities 42,823 49,959 55,420 62,385 

Net block 16,362 16,821 19,157 20,268 

Intangible assets 781 64 64 64 

Capital WIP 510 1,558 343 382 

Total fixed assets 17,653 18,443 19,565 20,714 

Non current inv 3,366 4,759 4,759 4,759 

Cash/cash equivalent 7,684 5,283 11,680 15,390 

Sundry debtors 3,898 4,668 4,704 5,226 

Loans & advances 2,614 52 57 63 

Other assets 7,608 16,753 14,656 16,232 

Total assets 42,823 49,959 55,420 62,385 

Free Cash Flow (INR mn) 
Year to March                FY21A FY22E FY23E FY24E 

Reported profit 9,797 9,685 10,803 11,955 

Add: Depreciation 2,128 2,295 2,664 2,889 

Interest (net of tax) 64 35 34 13 

Others   3,898 (10,196) 3,075 (4,556) 

Less: Changes in WC 1,955 (4,939) 2,653 (1,157) 

Operating cash flow 13,931 6,758 13,922 11,458 

Less: Capex (2,210) (4,661) (3,786) (4,038) 

Free cash flow 11,721 2,097 10,136 7,420 

Key Ratios 
Year to March         FY21A FY22E FY23E FY24E 

RoE (%) 36.1 27.6 26.4 25.8 

RoCE (%) 36.8 29.4 28.0 28.0 

Inventory days  75 69 73 62 

Receivable days 20 20 20 19 

Payable days 54 49 53 52 

Working cap (% sales) 6.2 14.0 9.6 9.8 

Gross debt/equity (x) 0 0 0 0 

Net debt/equity (x) (0.2) (0.1) (0.3) (0.3) 

Interest coverage (x) 112.8 196.6 224.3 633.8 

Valuation Drivers 
Year to March              FY21A FY22E FY23E FY24E 

EPS growth (%) 109.3 (1.0) 11.5 10.7 

RoE (%) 36.1 27.6 26.4 25.8 

EBITDA growth (%) 53.9 (3.3) 11.7 12.1 

Payout ratio (%) 28.5 31.5 28.2 25.5 
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Q4FY22 conference call: Key highlights 

The call was led by Mr S J Taparia as Mr M P Taparia was not well 

Pipes Demand  

 PVC consumption – all India data is not available and thus difficult to compare  

 In CPVC segment, both industry and Supreme Industries have grown 

 Demand should be much higher compared to last year so prospects are good 

 Expansion plan and good demand is also expected to drive growth 

 November demand was badly affected, post which demand has improved  

 Getting improved supplies of CPVC  

 Value add could be 25-28% in pipes division 

 In the month of March, seen highest ever dispatches in plastic pipes business 

PVC prices 

 Showing downward trend and will remain range bound driving volumes 

 Focusing on increasing retail network 

 Plan to introduce 280 new product that will also drive growth 

PVC vs CPVC pricing 

 CPVC prices are higher by 30-40% vs PVC prices 

Outlook 

 Minimum 15% volume growth and as a company as a whole also 

Channel inventory 

 Channel inventory is normalised 

 With yearend prices softening, has there  

Prices 

 INR6/kg dropped immediately in channel. Prices should drop further  

 Softening of prices as weakening of demand in China 

Mar-22 capacity 

 725,000 MT – Total 

 Plastic pipes – 525,000 MT 

 Industrial pipes – 80,000 MT 

 Packaging division – 90,000 MT 

 Consumer – 30,000 MT 

Mar-23 capacity 

 Total capacity is likely to increase to 800,000 tonnes of which major share will be 

of plastic pipes i.e 585,000-590,000 MT  
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Company’s higher Inventory 

 Higher inventory as April to June is the peak quarter 

 Not much inventory in the channel 

Capex 

 Capex INR2.5bn actually gone in production, INR1.5bn is WIP and some more is 

capital commitments made in advance. Moreover, creditors paid has come down 

 Thus, cash outflow in FY23 will be lower than the capex planned 

 Assam, Orissa Tamil Nadu 

 Adding new product range so new moulds required 

 INR500-600bn capex on composite cylinder 

Margins 

 Inventory loss impacted margins 

 Assuming prices stay where they are, margins will be in the range of 15-15.5%  

Composite cylinders 

 INR550-600mn will double the capacity 

 With full capacity utilisation, the company will be able to generate revenues of 

INR2-2.5bn  

 IOCL has made soft launch and they are committed to growing more 

 Even other companies are planning to come 

 Value added product (so margins above 17%) 

 This business will be B2B only – as sale will be to gas marketing companies only 

 IOCL has 50% capacity in domestic market while the rest is with other two players 

Packaging  

 Passing on the prices will take some time 

 Lag is little longer this time due to high competitive intensity 

 Tarpaulin – we would be there but only with quality conscious customers; will 

not participate in low price product 

 Focus on non-Tarpaulin business – where margins are higher; volume wise 

Tarpaulin will still continue to dominate 

Supreme petrochem 

 Volume growth 16.7% 

 Best performance last year as company was running at full capacity with strong 

margins 

 Indian market doing well especially air conditioners and refrigerators 

 Doubling capacity in tonnage terms 

 Since domestic demand was robust, exports were missing 

 1.4 lakh tonnes – ABS 
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OPENING REMARKS or PRESS RELEASE NOTES 

On volumes 

 The company sold 128,607MT of Plastic goods and achieved net product 

turnover of INR25.2bn against sales of 111,238MT volumes and turnover of 

INR2bn in Q4FY21 achieving volume and product value growth of about 16 % and 

23 %, respectively. 

 Plastic pipes volumes increased by 27% YoY while that of consumers volumes 

dropped 11% YoY, Packaging volumes dropped 16% YoY and that of Industrial 

division stood flat YoY.  

Capex 

 Considering optimistic business growth potential, the Company has incurred 

Capital Expenditure (capex) of INR2.59bn, during the year under review.  

 The entire capex has been incurred towards ramping up the capacities in plastic 

piping system, introduction of new products in various business segments, 

automation and replacing some old production equipment with new technology 

machines.  

 Company has also incurred capex for increasing captive generation capacity of 

solar energy apart from balancing equipment at various locations. The entire 

capex has been funded through internal accruals only. 

 The Company has plans to commit capex of about INR7bn including carry forward 

commitments of INR2.8bn at the beginning of the year.  

 To complete and put into operation the on- going project work at Assam to 

manufacture PVC Pipes and Rota & Blow Moulded products.  

 Putting up a plastic product complex near Cuttack in Odisha & near Erode in 

Tamilnadu where work is going on in full swing 

 1st phase at both the sites is likely to go into production by August-September, 

2022.  

 To double the capacity of Composite LPG cylinders to 1mn pcs. p.a at existing site 

at Halal, Gujarat.  

 Establishing additional capacity to manufacture olefin Fittings and to put PEX 

Piping System at Jadcherla.  

 Expanding capacities and product range of its bath fitting products at 

Puducherry.  

 Adding varieties of new injection moulded fitting products in its plastic Piping 

products. 

 To add new models of injection moulded furniture, crates & pallets in the 

Company's range of furniture and Material Handling Products.  

 To increase capacities of Industrial Component moulding at various locations in 

view of increased business opportunities.  

 To add necessary equipment at its protective packaging and performance 

packaging division.  

 To install Rooftop Solar energy generation plants at its various locations  
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 To install balancing equipment at various locations 

 The entire capex and increased working capital requirement shall be funded 

from internal accruals of the Company. 

Prices 

 Polymer prices also witnessed relentless upward march which continued up to 

middle of November 2021. Subsequently, prices fell quite steeply (especially in 

PVC Resin) which, virtually destroyed the demand of Plastic Pipe Systems albeit 

temporarily. 

 Even in such extreme adverse circumstances, Company maintained a positive 

outlook for its growth plans. It persisted with its large investment plan with full 

confidence that business will be quite promising in the year 2022-23 and beyond. 

Plastic pipes 

 The Company continues its objective to aggressively grow Plastic Pipe System 

business where the Company is a leader in the segment as it has the largest 

portfolio of products, which is being continuously expanded to offer more 

systems as required by the market it caters to. 

 The company is also positive about govt schemes that is expected to drive 

company’s growth 

Packaging films: 

 The business of Cross Laminated Film products was impacted the most due to 

one of its product tarpaulin being seasonal in nature with peak season between 

April to June.  

 Business also got impacted by fierce competition from look- alike products as 

well as higher polymer prices which could not be passed on to the product in 

appropriate manner.  

 The thrust in the current year will be on promoting non- Tarpaulin products, 

finding new applications, targeting new customers in existing markets & reaching 

new markets. 

 Company expects the exports to grow further in the current year apart from 

increasing the sale of Made Up products. The Company has also expanded its 

capacity to 30,000MT p.a. 

Consumer 

 The Company continues to remain a market leader in the Premium Range of 

Plastic Furniture.  

 The Company's furniture range is sold on various e-commerce portals & retailers 

who are being serviced through Company's network of 1306 channel partners.  

 The Company has launched its own portal for showcasing to its consumers its 

wide range of premium products and made it available for them from the 

comforts of their home.  

 With economy opening up, the Company plans to launch variety of new models 

during 22-23 which will help in overall growth in the current year 
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Industrial components 

 In Industrial Component division, the year was marked by huge supply chain 

issues at all its customers due to shortage of imported material because of 

shipping and logistics issues, non-availability of containers, shortage of semi-

conductors etc.  

 This led to typical scenario of high demand but no supply. Supply chain was also 

affected by rising commodity and fuel prices during the year.  

 Business conditions have started improving and looking at positive demand 

scenario in various sectors of Appliances like Washing Machines, Air 

Conditioners, Coolers and Refrigerators, segments where the Company has good 

presence. The Company invested in Capacity Expansion at various locations.  

 This has started yielding results and will help the division going forward 

Material handling 

 In Material handling division, Company has shown good growth in essential 

commodities, Retail, Industrial Sector, Fruits & Vegetable segment, e-commerce, 

FMCG, Fisheries Jumbo Crates, Dairy segment and Injection & Roto moulded 

Pallets and Dustbins.  

 The Company is highly focused to constantly improve its product quality and the 

timely delivery of products to its customers.  

 The division has been able to add many new customers all over the country and 

would strive to continue enlarge its customer base. 

Composite LPG cylinder 

 In Composite LPG Cylinder division, repeated orders from existing as well as new 

customers stood testimony to the excellent quality of the current product 

offering.  

 The Company has successfully participated and received Letter of Intent (LOI) for 

supply of 7,35,186 Nos of 10 Kg.  

 Composite LPG Cylinders valuing about INR1.7bn from Indian Oil Corporation 

Limited (IOCL), one of the leading government oil marketing Company. The 

volume of business is large which surpasses the existing installed capacity. The 

Company has taken effective steps to install a new plant on a war footing in the 

same premises to double the capacity and the same is likely to be operational by 

November, 2022, which will enable the company to make around 1mn nos. per 

year. 

Protective packaging 

 In Protective packaging division, business conditions were good and there was 

growth in all its application segments viz. packaging, insulation and civil.  

 It has also started doing good business in its consumer products, sports goods, 

yoga mats and kids puzzle & toys.  

 Good growth is shown in export markets as well. Buyers have reduced their 

dependency on China and exploring opportunities in India.  

 The Company expects good business for the division in the coming year. 
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Performance packaging 

 Performance Packaging Film being part of intermediary to essential product 

category has done well particularly in dairy & oil industry.  

 Continuous efforts to develop new products will help the division grow better 

and add more value added products in its fold. Exports have shown positive 

growth and received good response from countries in Middle East, Africa and 

Europe.  

 Other markets are now being explored in parts of Europe and USA. With 

improved product mix and focus on increasing customer base, the Company 

expects to achieve volume and value growth in this business in the current year. 

 Most of the business segments are now showing improved demand prospects. 

The Company continues with its investment plans vigorously.  

 The Company envisages good business growth opportunities in all its segments 

going forward as the impact of pandemic has ebbed and several initiatives are 

being taken by the Government to put the Country on higher growth path. 
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 Quarterly financial snapshot (INR mn) 

Year to June  Q422   Q421   % change   Q322   % change   FY22   FY23E   FY24E  

Revenues 25,571 20,846 22.7  19,451 31.5  77,728 85,846 95,378 

Raw material and components 18,439 12,744 44.7  13,224 39.4  53,532 56,658 62,949 

Employee cost 904 931 (2.9) 880 2.7  3,453 3,764 4,102 

Others 2,314 2,074 11.6  2,168 6.7  8,323 11,544 12,762 

Total Expenditure (INR mn) 21,657 15,749 37.5  16,272 33.1  65,307 71,965 79,814 

EBITDA 3,914 5,097 (23.2) 3,179 23.1  12,421 13,880 15,564 

Depreciation 588 548 7.3  575 2.3  2,295 2,664 2,889 

EBIT 3,326 4,549 (26.9) 2,604 27.7  10,126 11,216 12,675 

Interest 18 5 291.3  5 291.3  52 50 20 

Other income 86 37 135.0  29 192.5  200 239 287 

Add: Prior period items           0 0 0 

Profit Before Tax 3,394 4,581 (25.9) 2,629 29.1  10,274 11,406 12,942 

Less: Provision for Tax 851 781 8.9  678 25.4  2,633 2,851 3,236 

Less: Minority Interest      0 0 0 

Add: Share of profit from associates 696 703 (1.0) 507   2,044 2,248 2,248 

Less: Profit from Discontinued Operations    0 0 0 

Add: Exceptional items (net of tax) 0 0   0 NA 0 0 0 

Reported Profit 3,239 4,504 (28.1) 2,457 31.8  9,685 10,803 11,955 

Adjusted Profit  3,239 4,504    (28.07) 2,457 31.8  7,564 8,469 9,613 

Equity capital (FV INR 2) 254 254  254  0   

No. of Diluted shares outstanding (mn) 127 127  127  127 127 127 

Adjusted Diluted EPS 25.5  35.5     (28.07) 19.3  31.8  59.5  66.7  75.7  

Diluted P/E (x)           36.2  32.3  28.5  

EV/EBITDA (x)      21.6  18.9  16.6  

ROE(%)           21.6  20.7  20.8  

         

as % of net revenues 0.1  0.1  0.1  0.1  0.1  0.1  0.1  0.1  

Raw material 72.1  61.1   68.0   68.9  66.0  66.0  

Staff expenses 3.5  4.5    4.5    4.4  4.4  4.3  

Other expenses 9.0  9.9   11.1   10.7  13.4  13.4  

EBITDA 15.3  24.5    16.3    16.0  16.2  16.3  

Net profit 12.7  21.6    12.6    9.7  9.9  10.1  

Source: Company, Edelweiss Research 
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 Quarterly segmental snapshot (INR mn) 

Segment wise performance  Q422   Q421   % change   Q322   % change  

Revenues      

Piping     17,997      13,468  33.6      11,479  56.8  

Industrial        3,003         2,931  2.5         2,715  10.6  

Packaging        3,190         3,097  3.0         3,697  (13.7) 

Consumer        1,180         1,240  (4.8)        1,275  (7.4) 

Total      

EBIT      

Piping        2,589         3,570  (27.5)        1,894  36.7  

Industrial           314            390  (19.4)           224  40.3  

Packaging           337            408  (17.4)           246  37.0  

Consumer           145            286  (49.4)           215  (32.4) 

Total      

Margins      

Piping          14.4           26.5            16.5   

Industrial          10.5           13.3              8.3   

Packaging          10.6           13.2              6.7   

Consumer          12.3           23.1            16.8   

Total           

Source: Company, Edelweiss Research 
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Table 1: By segment volume breakup        

(MT)   Mar'20    Jun'20   Sep'20   Dec'20   Mar'21   Jun'21   Sep'21   Dec'21   Mar'22  

Piping       77,315        74,992        66,609        76,759        75,997        48,111        72,480        57,197        96,507  

Industrial         9,494          4,770        11,285        11,652        13,744          9,512        12,390        12,365        13,763  

Packaging       11,147        10,182        12,239        16,785        15,627        11,532        12,905        16,594        13,131  

Consumer         5,244          1,507          4,703          6,388          5,870          2,109          4,898          5,207          5,206  

          

Table 2: By segment volume growth (YoY)        

(%)   Mar'20    Jun'20   Sep'20   Dec'20   Mar'21   Jun'21   Sep'21   Dec'21   Mar'22  

Piping            (7.4)          (12.0)            (1.8)              9.0             (1.7)          (35.8)              8.8           (25.5)           27.0  

Industrial          (12.9)          (54.0)           13.4            32.4            44.8            99.4               9.8               6.1               0.1  

Packaging          (17.6)          (20.1)           10.6               2.4            40.2            13.3               5.4             (1.1)          (16.0) 

Consumer          (14.0)          (70.5)              0.6            10.9            11.9            39.9               4.1           (18.5)          (11.3) 

          

Table 3: By segment revenue         

(Mn)   Mar'20    Jun'20   Sep'20   Dec'20   Mar'21   Jun'21   Sep'21   Dec'21   Mar'22  

Piping         9,366          7,646          8,473        11,402        13,470          8,310        12,673        11,479        17,997  

Industrial         1,594             705          1,815          2,161          2,930          1,990          2,530          2,715          3,003  

Packaging         2,084          1,876          2,198          3,179          3,097          2,440          2,773          3,697          3,190  

Consumer            955             280             855          1,167          1,238             480          1,112          1,275          1,180  

          

Table 4: By segment revenue growth (YoY)        

(%)   Mar'20    Jun'20   Sep'20   Dec'20   Mar'21   Jun'21   Sep'21   Dec'21   Mar'22  

Piping            (1.1)          (14.9)              4.3            42.8            43.8               8.7            49.6               0.7            33.6  

Industrial          (21.8)          (62.5)              7.4            38.0            83.7          182.3            39.4            25.6               2.5  

Packaging          (22.0)          (23.4)           11.0               3.0            48.6            30.1            26.1            16.3               3.0  

Consumer            (0.2)          (71.1)            (0.6)           11.7            29.7            71.4            30.1               9.2             (4.7) 

          

Table 5: By segment realization per unit         

(INR)   Mar'20    Jun'20   Sep'20   Dec'20   Mar'21   Jun'21   Sep'21   Dec'21   Mar'22  

Piping         121.1          102.0          127.2          148.5          177.2          172.7          174.8          200.7          186.5  

Industrial         167.9          147.8          160.8          185.5          213.2          209.2          204.2          219.6          218.2  

Packaging         186.9          184.2          179.6          189.4          198.2          211.6          214.9          222.8          242.9  

Consumer         182.0          185.8          181.7          182.7          210.9          227.6          227.0          244.8          226.7  

          

Table 6: By segment realization per unit growth (%)        

(%)   Mar'20    Jun'20   Sep'20   Dec'20   Mar'21   Jun'21   Sep'21   Dec'21   Mar'22  

Piping              6.8             (3.3)              6.2            31.0            46.3            69.4            37.5            35.1               5.2  

Industrial          (10.2)          (18.5)            (5.3)              4.3            26.9            41.6            27.0            18.4               2.4  

Packaging            (5.3)            (4.2)              0.4               0.6               6.0            14.9            19.6            17.6            22.6  

Consumer           16.1             (2.3)            (1.3)              0.7            15.9            22.5            24.9            33.9               7.5  
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Table 7: By segment EBIT         

(Mn)   Mar'20    Jun'20   Sep'20   Dec'20   Mar'21   Jun'21   Sep'21   Dec'21   Mar'22  

Piping         1,688             665          1,475          2,503          3,570          1,416          1,940          1,894          2,589  

Industrial            140              (76)            120             201             390             122             192             224             314  

Packaging            334             183             256             399             408             171             255             246             337  

Consumer            185              (45)            127             228             286                  6             175             215             145  

          

Table 8: Segment EBIT Margins         

(%)   Mar'20    Jun'20   Sep'20   Dec'20   Mar'21   Jun'21   Sep'21   Dec'21   Mar'22  

Piping           18.0               8.7            17.4            21.9            26.5            17.0            15.3            16.5            14.4  

Industrial              8.8           (10.8)              6.6               9.3            13.3               6.1               7.6               8.3            10.5  

Packaging           16.0               9.8            11.6            12.5            13.2               7.0               9.2               6.7            10.6  

Consumer           19.4           (16.1)           14.8            19.6            23.1               1.3            15.7            16.8            12.3  

Source: Company, Edelweiss Research 
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Company Description  

SIL is one of the most prominent plastic manufacturing companies in India, having 

over 50 years of experience under the current management. It has been consistently 

increasing capacity in the plastics processing. It processes over 0.6 mn mt of plastic 

per annum, and has 25 manufacturing locations across India. The company’s core 

operations involve processing polymers and resins into diversified plastic products 

spread under four broad categories: industrial products, consumer products, piping 

products and packaging products. Over the years, SIL has managed to gain a 

significant market share across its product portfolio. It is credited with pioneering 

various products including Cross- Laminated Films, HMHD Films, Multilayer Films, 

SWR Piping Systems, PP Mats etc. The company currently has around 3567 

distributors of which 1,214 distributors are for Pipes, 1,113 for furniture, and 

remaining for other divisions  

 

Investment Theme  

Supreme Industries (SIL) is not only the undisputed leader in PVC pipes (11% market 

share), but it also has presence across plastic usage--auto, material handling, 

packaging, moulded furniture, among others. The company’s pipe business (63% of 

revenue) has been key beneficiary of rapid consolidation in the industry and demand 

shift to organised players; we envisage robust spurt in CPVC and DWC pipes to be 

additional boosters. We reiterate our conviction in SIL’s structural growth story 

riding: 1) growth revival (FY19-24E EPS CAGR of 21%); and 2) pipes segment reaping 

benefits of industry consolidation.  

 SIL has strong operating and free cash flows to fund its capex from internal accruals 

– a great comfort factor. Moreover the company’s net working capital cycle stands 

at around 50 days, one the best in the industry as it gives cash discounts to 

customers on early payments as well as imports raw materials against which it gets 

a higher credit period. It also has strong return ratios with ROCE at 37% and ROE at 

36% for FY21. Shareholders have been consistently rewarded with its liberal 

dividend policy.  

 

Key Risks  

The plastic industry is highly fragmented with unorganized players accounting for 

60% of the output and posing a stiff competition to SIL.  

 Sharp increase in raw material prices of PVC, LDPE, HDPE and delays in passing on 

the same.   

 The company has an asset heavy model hence needs to invest continuously in the 

business to sustain growth. Any delay in expansion plans can affect the turnover of 

the business as the same has been factored in our model.  

 Unavailability of skilled labour might hurt the capacity utilization of one or many 

plants thereby affecting the turnover and performance.  

 The plastic industry has been growing in range of 1.8x-2x GDP growth rate of India. 

Hence any slowdown in GDP growth of the country might affect the topline of the 

company. 
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Additional Data    
Management 

Chairman Mr. B L Taparia 

Managing Director Mr. M P Taparia 

CFO Mr. P C Somani 

Executive Director Mr. S J Taparia 

Auditor M/s. Lodha & Co. 
 

Holdings – Top 10* 
% Holding  % Holding 

Kotak AMC 4.95 Norges Bank 1.67 

Nalanda India  4.81 Govt Pension  1.66 

DSP Invst 4.42 Vanguard 1.51 

HDFC AMC  2.04 JP Morgan 0.94 

Axis AMC 1.93 Blackrock 0.81 

*Latest public data 

 

Recent Company Research 
Date Title Price Reco 

24-Jan-22 
Plastic pipe volumes disappoint; 
Result Update 

2,130 Buy 

23-Oct-21 
Volume in line; margin disappoints; 
Result Update 

2,368 Buy 

16-Aug-21 
Consolidation driving strong growth 
; Company Update 

2,040 Buy 

 

 

Recent Sector Research 
Date Name of Co./Sector Title 

07-Apr-22 Home Decor  
Price hikes getting absorbed 
gradually;  Sector Update 

06-Apr-22 Home Decor  
Market share gain; inflation hits 
margin;  Sector Update 

01-Apr-22 Home Decor  
Exports feeling the heat, yet 
competitiv;  Sector Update 

 

 

Rating Interpretation 

  
Source: Bloomberg, Edelweiss research 

Daily Volume 

  
Source: Bloomberg 

 

 

Rating Distribution: Edelweiss Research Coverage 

 Buy Hold Reduce Total 

Rating Distribution* 193 56 17 268 

 >50bn >10bn and <50bn <10bn Total 

Market Cap (INR)      244 34 6 284 

*2 stocks under review 

Rating Rationale 

Rating Expected absolute returns over 12 months 

Buy: >15% 

Hold: >15% and <-5% 

Reduce: <-5% 
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DISCLAIMER    
  
Edelweiss Securities Limited (“ESL” or “Research Entity”) 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 related activities.  

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration No.INH200000121 and distributed as per SEBI (Research Analysts) 
Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as 
defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The information contained herein is from publicly 
available data or 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 assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent 
evaluation of an investment in Securities referred to in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such 
investment. The investment discussed or views expressed may not be suitable for all investors.  

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly 
in any form to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a 
citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which 
would subject ESL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be 
restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can 
be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. ESL reserves the right to make 
modifications and alterations to this statement as may be required from time to time. ESL or any of its associates / group companies 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. ESL is committed to providing independent and transparent recommendation 
to its clients. Neither ESL nor any of its associates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including loss of revenue or lost profits that may arise from or in connection with the use of the information.  Our proprietary trading and investment businesses may make 
investment decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance .The disclosures of interest 
statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The information 
provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and 
copyright of ESL and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.  

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in the system, break 
down of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall 
ESL be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented 
by the ESL through this report. 

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the 
same time. We will not treat recipients as customers by virtue of their receiving this report.  

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the 

Securities, 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 subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material  conflict of interest with 

respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public appearance. ESL may have proprietary long/short 

position in the above mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment 

objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation to do business 

with ESL. 

ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may have managed or co-managed public offering of securities 
for the subject company in the past 12 months. ESL or its associates may have received compensation for investment banking or merchant banking or brokerage services from the subject 
company in the past 12 months. ESL or its associates may have received any compensation for products or services other than investment banking or merchant banking or brokerage services 
from the subject company in the past 12 months. ESL or its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the 
research report. Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group Companies, their Directors, affiliates and/or 
employees may have interests/ positions, financial or otherwise in the Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst 
and his/her relative may have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research 
report or at the time of public appearance.  

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can be volatile and are subject to large fluctuations; ( ii) 
the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes 
in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in securities such as 
ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk. 

Research analyst has served as an officer, director or employee of subject Company: No 

ESL has financial interest in the subject companies: No 

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research 
report. 

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication 
of research report: No 

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No 

Subject company may have been client during twelve months preceding the date of distribution of the research report. 

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three years except 
that ESL had submitted an offer of settlement with Securities and Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in 
relation to their charges of non registration as a broker dealer. 

A graph of daily closing prices of the securities is also available at www.nseindia.com 

Analyst Certification: 
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Additional Disclaimers 

Disclaimer for U.S. Persons 

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing 
the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, 
among other things, communications with a subject company, public appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 
(the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional 
Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any 
U.S. person, which is not the 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, Edelweiss Securities Limited has entered into an agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in 
this research report should be effected through Edelweiss Financial Services Inc. 
 

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 Edelweiss Securities Limited ("ESL"), 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 ESL 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.  

ESL 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) ESL 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) ESL's head office or 
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal rights against ESL because 
of the above; and (v) the name and address of the ESL'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 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 EIAPL when providing any financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact 
EIAPL 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 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 I 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 
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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 
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Copyright 2009 Edelweiss Research (Edelweiss Securities Ltd). All rights reserved. 

 

Aditya Narain 

Head of Research 

Aditya.Narain@edelweissfin.com 

 

 

 


		2022-04-29T22:27:36+0530
	ADITYA NARAIN




