Result Update Astral Ltd
7 Feb 20, 2022 Plastic Pipes

Light Inventory By Dealers Led to Low Volume; HOLD

Astral Limited reported Q3FY22 revenue growth of 22.4% YoY which stood below our
expectations. The overall pipe realizations of Rs 243/Kg, grew by 29.4% YoY due to an increase
in product prices. However, the volume growth declined by 4% YoY as compared to the
industry’s double-digits volume de-growth of 11% YoY, primarily led by extended rains, the third
wave of the Covid-19, and high fluctuation in PVC prices. Consequently, this resulted in the
destocking of inventory by the dealers. On a positive note, Astral is gaining continuous market
share due to superior products and strong brand recall.

The company’s gross margins improved by 110bps QoQ due to a fall in raw material prices. We
believe raw material prices could sustain at these levels in the upcoming quarters. Its EBITDA
Margins, reported at 18%, are flat on a sequential basis and are expected to be sustained in the
upcoming quarters as well.

Astral is gaining continuous market share due to superior products and strong brand
recall. Furthermore, the company's foray into Tanks, Valve, Sanitary Ware, Faucet, and
SWR piping systems will help Astral to double the revenue in FY24. Therefore we
recommend a HOLD rating on the stock with the target price of Rs 2400/share.

Uptick in realisations

The company’s sales volumes declined by 4% YoY on a high base to 35.2k-tons though
realizations increased by 29.4% YoY to Rs 243/kg. Gross margins improved by 110bps on a
sequential basis due to a fall in raw material prices. We believe raw material prices could sustain
at these levels in the upcoming quarters. Adhesive revenue increased by 16.7% YoY, reflecting
gains from the reorganization of the distributor network. In the adhesives segment, Astral plans
to launch Resiwood WPC-FIX — an epoxy resin to bond WPC to WPC and other substrates. The
company has successfully launched Bondtite Pro and has received strong demand from the
market.

Incurring Capex to drive growth

Astral plans to incur the Capex of Rs 200 Cr to meet the excellent demand for both its
businesses, Pipes & Adhesives for FY23E and FY24E. This includes building a state-of-the-art
plant for CPVC/PVC pipes and fitting in Telangana (South) for which the company has already
acquired land from the Telangana Government. ASTRAL is planning to start production by

FY24E as the Hosur plant in the south will cross 80% plus capacity utilization by FY22E.

Key Financials (Consol)

(Rs Cr) FY21 FY22E FY23E FY24E
Net Sales 3,176 4,429 5,185 6,339
EBITDA 637 833 970 1,179
Net Profit 412 553 651 804
EPS (Rs) 20 27 32 40
PER (X) 108.9 79.6 67.6 54.8
EV/EBITDA (x) 68.4 52.2 44.3 35.9
P/BV (x) 23.0 17.9 14.2 11.3
ROE (%) 21.1 22.5 21.1 20.7

Source: Company, Axis Research
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Financial & Valuations

Y/E Mar (Rs Cr) FY22E FY23E FY24E
Net Sales 4,429 5,185 6,339
EBITDA 833 970 1,179
Net Profit 553 651 804
EPS (Rs) 27 32 40
PER (x) 79.6 67.6 54.8
EV/EBITDA (x) 52.2 44.3 35.9
P/BV (X) 17.9 14.2 11.3
ROE (%) 225 21.1 20.7
Change in Estimates (%)
Y/E Mar FY21 FY22E
Sales Growth (%) 125 18.6
EBITDA Growth 27.3 37.6
PAT Growth (%) 35.4 47.7
Axis Vs. Consensus
EPS Estimates FY21 FY22E
Axis 23.09 35.03
Consensus 18.5 24.5
Mean Consensus TP (12M) 1285
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Q3FY22 Result Update

Y/E March Q3FY21 Q4FY21 Q1FY22
Net Sales 898 1,128 700
Growth (YoY%) 35.1% 79.3% 73.3%
Total Expenditure 707 874 571
Raw Material Consumed 556 687 432
% of sales 62.0% 60.9% 61.7%
Gross margins (%) 38.0% 39.1% 38.3%
Employee Expenses 52 48 58
% of sales 5.8% 4.2% 8.3%
Other Expenses 98 139 81
% of sales 10.9% 12.3% 11.5%
EBITDA 191 254 129
EBITDAM (%) 21.3% 22.5% 18.5%
Interest 4 1 5
Depreciation 30 29 31
Other Income 8 5 4
PBT 165 229 99
Tax 41 58 23
Tax (%) 25.0% 23.0% 23.8%
Reported PAT 124 176 75
Associate Profit 1 2 1
PAT after Eol 123 175 74
Source: Company, Axis Securities
Segment Breakup
(Rs Cr) Q3FY21 Q4FY21
Plastic 673 886
Adhesives 225 241

Source: Company, Axis Securities
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Financials (Consol)
Profit & Loss

Y/E March

Net sales

Other operating income
Net Revenue

Cost of goods sold
Contribution (%)

Other operating costs
EBITDA

Other income

PBIDT

Depreciation

Interest & Fin Chg.

E/o income / (Expense)
Pre-tax profit

Tax provision

(-) Minority Interests
Associates

Adjusted PAT

Other Comprehensive Income

Reported PAT

Source: Company, Axis Securities

Balance Sheet (Rs Cr)
Y/E March
Share Capital
Reserves & Surplus
Net Worth
Total Loan funds
Deferred Tax Liability
Long Term Provisions
Other Long Term Liability
Capital Employed
Gross Block
Less: Depreciation
Net Block
Investments
Sundry Debtors
Cash & Bank Bal
Loans & Advances
Inventory
Other Current Assets
Total Current Assets
Curr Liab & Prov
Net Current Assets

Total Assets

Source: Company, Axis Securities

FY21
3,176
0
3,176
1,969
61.99%
570
637
25
662
117
13

533
125

412

412

FY21
20
1,897
1,917
53
40

2,673

1,765
451

1,314

277
476

472
44
688
1,269
581
2,672

FY22E
4,429
0
4,429
2,790
63.00%
806
833
30
863
128

733
184

553

553

FY22E
20
2,435
2,455
53
40

3,460
1,940
579
1,361

485
585

849
89
938
2,009
1,071
3,459

FY23E
5,185
0
5,185
3,256
62.80%
959
970
S5
1,005
140
2
0
863
217

651

651

FY23E
20
3,070
3,091
53
40

4,250
2,115
718
1,396

568
1,097

994
104
1,092
2,764
1,672
4,250

(RsCr)
FY24E
6,339
0
6,339
3,968
62.60%
1,192
1,179
40
1,219
151
2
0
1,066
268

804

804

FY24E
20
3,859
3,879
53
40

5,275
2,290
869
1,420

695
1,727

1,216
127
1,328
3,765
2,437
5,274




Cash Flow

Y/E March

PBT

Add: depreciation

Add: Interest

Cash flow from operations

Change in working capital
Taxes

Miscellaneous expenses
Net cash from operations
Capital expenditure
Change in Investments
Net cash from investing
Increase/Decrease in debt
Dividends

Proceedings from equity
Interest

Others

Net cash from financing
Net Inc./(Dec.) in Cash
Opening cash balance
Closing cash balance

Source: Company, Axis Securities

Ratio Analysis

Y/E March
Sales growth

OPM

Oper. profit growth
COGS / Net sales
Overheads/Net sales
Depreciation / G. block
Effective interest rate
NPM

Net wkg.cap / Net sales
Net sales / Gr block (x)

RoCE

Debt / equity (x)
Effective tax rate
RoE

Payout ratio (Div/NP)

EPS (Rs)
EPS Growth
CEPS (Rs)
DPS (Rs)

Source: Company, Axis Securities
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659

(102)

125
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(188)

(188)
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325
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Astral Ltd Price Chart and Recommendation History
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21-May-21 BUY 2,250 Result Update
10-Aug-21 HOLD 2,250 Result Update
05-Oct-21 HOLD 2,250 AAA
12-Nov-21 HOLD 2,400 Result Update
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