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Plastic

Demand and margin trend remains favourable

We interacted with the management of Astral Ltd (Astral) and following are the key takeaways: a) demand trend in
pipe market remains healthy in Q2FY24-TD with 20%+ volume growth YoY (partly aided by low base) driven largely by
the plumbing segment; b) management indicated operating margins to improve QoQ in Q2FY24 for both pipes (due to
better product mix and no inventory losses likely to recur in Q2 given that PVC resin prices have been on an uptrend)
and adhesives (benign raw material prices); c) ramp-up in bathware segment (sanitaryware & faucetware) is
progressing well and the company has opened 500+ showrooms/display centres as of Jun'23; d) paint segment will
likely start delivering better performance from H2FY24 post complete handover of GEM Paints by Sep’23. According to
management, Astral is on track to achieve pipe volume growth and adhesive revenue growth in high double-digits YoY
in FY24. We maintain our estimates and HOLD rating with an unchanged Sep’24E target price of INR 1,909.

Pipe demand trend remains healthy

Management indicated demand for pipes has remained steady with 20%+
volume growth YoY (partly aided by lower base) in Q2FY24-TD driven largely
by the plumbing segment. Other segments like agriculture and infrastructure
too continue to see steady demand as in Q1. The continued trend of lower PVC
prices is enabling strong demand for the pipe segment and is likely to continue
in the near term. East plant (Odisha) ramp-up has been steady and now with
CPVC pipe production too starting, product mix here too will start to improve
going forward. Guwahati plant is expected to contribute from H2FY24 thus
enabling better volume growth in a seasonally strong second half.
Management indicated it is on track to achieve its guidance of high double-
digit pipe volume growth (~15-20%) in FY24. Demand for adhesives remains
healthy in Q2-TD and the company expects segmental revenue growth in
double-digits in FY24.

Margins in both pipe and adhesive segments to normalise
Management indicated pipe margins to improve in Q2FY24 (due to better
product mix as CPVC sales are higher, and there have been no inventory losses
as PVC resin prices have been rising in Q2FY24). Management believes 16-
18% is a sustainable margin range for pipe segment. Adhesive margins are
expected to improve in Q2 due to benign input prices. Management expects
adhesive margins to be sustainable at ~15-16% going ahead.

Financial Summary

Y/E March (INR mn) FY23A  FY24E  FY25E  FY26E
Net Revenue 51,585 59,582 70,664 78,981
EBITDA 8112 10,407 12,700 14,180
EBITDA % 15.7 17.5 18.0 18.0
Net Profit 4,460 6,668 8,283 9,398
EPS (Rs) 16.6 2438 30.8 35.0
EPS % Chg YoY (6.6) 49.5 24.2 135
P/E (x) 115.1 77.0 62.0 54.6
EV/EBITDA (x) 62.5 488 39.7 35.2
RoCE (%) 17.0 19.4 21.2 208
RoE (%) 17.7 22.6 24.0 23.6
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Market Data

Market Cap (INR) 513bn
Market Cap (USD) 6,207mn
Bloomberg Code ASTRA IN
Reuters Code ASTL BO
52-week Range (INR) 2,058/1,298
Free Float (%) 44.0
ADTV-3M (mn) (USD) 23.5
Price Performance (%) 3m 6m 12m
Absolute 5.8 34.0 17.0
Relative to Sensex 53 11.1 127
ESG Disclosure 2021 2022 Change
ESG score 47.5 51.3 3.8
Environment 29.5 30.4 0.8
Social 28.0 38.6 10.6
Governance 84.9 84.9 -

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: Bloomberg, I-sec research
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New businesses progressing well

The scale-up in bathware segment is progressing well and it is now seeing revenues
of ~INR 50mn-60mn per month. The trend is likely to improve from H2, which is
seasonally a stronger demand period. The bathware segment has presence in 500+
showrooms/display centres as of Jun'23 and the company plans to add 200-300
locations going ahead. Paint business performance too should improve from H2FY24
post the complete handover of the acquired GEM Paints by Sep’'23.

Maintain HOLD

We continue to like Astral for its strong brand, comprehensive product portfolio, wide
distribution reach and robust balance sheet. We believe there are near-term margin
and demand tailwinds for both the major businesses of Astral (pipes and adhesives).
Maintain HOLD with an unchanged Sep’24E target price of INR 1,9009.

Plastic pipe revenue CAGR of 13.8% expected Plastic pipe volumes likely to witness 14.9%
over FY23-FY26E CAGR over FY23-FY26E
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Plastic pipe EBITDA margin to improve by Plastic pipe EBITDA/kg expected to remain
147bps over FY23-FY26E stable
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Adhesive segment to witness revenue CAGR
of 16.3% during FY23-FY26E
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Consolidated revenue CAGR of 15.3%

estimated for FY23-FY26E
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Pipe segment may continue to be the dominant
contributor to revenues
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Consolidated EBITDA margin (%) to stay

robust
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APAT CAGR of 28.2% expected over FY23-
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RoE is expected to stay robust Cash conversion cycle likely to remain stable
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Valuation

Astral is among the leading players in India’s CPVC/PVC plumbing pipe market. It has
a wide-ranging product portfolio, robust brand and large distribution reach, which will
likely enable it to benefit from the growing preference for organised players. Its
adhesives business further boosts growth prospects.

Astral is expected to deliver revenue and EBITDA CAGRs of 15.3% and 20.5%
respectively over FY23-FY26E, with strong return ratios (RoE of 24% in FY25E).
Maintain HOLD with an unchanged Sep’24E target price of INR 1,909, set at 58x 1-
year forward P/E.
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Key downside risks

¢ Slowdown in housing market causing lower demand.

e Sharp fall in PVC prices, which may adversely impact profitability of pipe segment
due to inventory losses.

e High increase in prices of raw materials for adhesives will impact segmental
profitability and demand.

e Failure to scale-up the new businesses of sanitaryware, faucetware and paints.

e Inability to properly merge the paint company acquisition.

Key upside risks
e Surge in PVC prices, which could result in better than expected profitability for
plastic pipes.

e Better than expected pick-up in the demand scenario.

Shareholding pattern Price chart
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Financial Summary

Profit & Loss

(INR mn, year ending March)

FY23A FY24E FY25E FY26E
Net Sales 51,585 59,582 70,664 78,981
Operating Expenses 43,473 49,175 57,964 64,801
EBITDA 8,112 10,407 12,700 14,180
EBITDA Margin (%) 15.7 17.5 18.0 18.0
Depreciation & Amortization 1,781 2,019 2,213 2,475
EBIT 6,331 8,389 10,487 11,705
Interest expenditure 400 127 65 20
Other Non-operating 209 546 516 723
Income
Recurring PBT 6,140 8,807 10,939 12,408
Less: Taxes (1,557) (2,114) (2,625) (2,978)
PAT 4,583 6,693 8,313 9,430
Profit / (Loss) from ) ) ) )
Associates
Less: Minority Interest (159) (25) (30) (32)
Extraordinaries (Net) 142 - - -
Net Income (Reported) 4,566 6,668 8,283 9,398
Net Income (Adjusted) 4,460 6,668 8,283 9,398
Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)
FY23A FY24E FY25E FY26E
Assets
Inventories 8,746 8,757 10,322 11,540
Cash & cash eqv. 6,821 6,455 9,387 13,808
Sundry Debtors 3,545 3,591 4,259 4,760
Other Current Assets 1,790 1,796 2,130 2,380
Trade payables 8,000 7,436 8,767 9,783
Other Current Liabilities 4,862 2,184 2,576 2,874
Net Current Assets 8,040 10,979 14,756 19,832
Investments - - - -
Net Fixed Assets 17,137 18,618 19,905 19,930
Other Non Current Assets 5,582 5,582 5,582 5,582
Total Assets 30,759 35,179 40,243 45,344
Liabilities
Borrowings 773 500 150 50
Other Non Current 397 397 397 397
Liabilities
Total Liabilities 1,170 897 547 447
Equity Share Capital 269 269 269 269
Reserves & Surplus 26,843 31,511 36,895 42,064
Total Net Worth 27,112 31,780 37,164 42,333
Minority Interest 2,477 2,502 2,632 2,564
Total Liabilities & Net 30,759 35179 40,243 45344
Worth
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Sep-22 Dec-22  Mar-23 Jun-23
Net Sales 11,716 12,678 15,062 12,831
% growth (YOY) -2.4 15.0 8.3 5.8
EBITDA 1,440 1,864 3,089 2,016
Margin % 12.3 14.7 20.5 15.7
Other Income 109 -20 66 121
Extraordinaries -70 -41 3 6
Adjusted Net Profit 745 960 1,994 1,194

Source Company data, I-Sec research

Cashflow statement

(INR mn, year ending March)

S e e
Operating Cashflow 9,802 5,433 9,711 11,281
Working Capital Changes 1,196 (3,304) (845) (655)
Capital Commitments (8,252) (3,500) (3,500) (2,500)
Free Cashflow 1,550 1,933 6,211 8,781
Other investing cashflow - - - -
Cashflow from Investing
Activities (8,252) (3,500) (3,500) (2,500)
Issue of Share Capital 68 - - -
Inc (Dec) in Borrowings (78) (273) (350) (100)
Dividend paid (825) (2,001) (2,899) (4,229)
Others (312) (25) (30) (32)
Cash flow from
Financing Activities (1.147) (2:299) (3.279) (4.361)
Chg. in Cash & Bank 403 (366) 2932 4,420
balance
Closing cash & balance 6,821 6,455 9,387 13,808

Source Company data, I-Sec research

Key ratios

(Year ending March)

FY23A FY24E FY25E FY26E
Per Share Data (INR)
Reported EPS 17.0 248 30.8 35.0
Adjusted EPS (Diluted) 16.6 248 30.8 35.0
Cash EPS 232 323 39.1 44.2
Dividend per share (DPS) 3.0 7.4 10.8 15.7
Book Value per share (BV) 100.9 1183 138.4 157.6
Dividend Payout (%) 18.1 30.0 35.0 45.0
Growth (%)
Net Sales 17.4 15.5 18.6 11.8
EBITDA 7.4 283 220 116
EPS (INR) (6.6) 49.5 242 135
Valuation Ratios (x)
P/E 115.1 77.0 62.0 54.6
P/CEPS 823 59.1 48.9 43.2
P/BV 18.9 16.2 13.8 12.1
EV /EBITDA 62.5 48.8 39.7 35.2
EV /Sales 9.8 8.5 7.1 6.3
Dividend Yield (%) 0.2 0.4 0.6 0.8
Operating Ratios
Gross Profit Margins (%) 334 349 35.3 35.4
EBITDA Margins (%) 15.7 175 18.0 18.0
Effective Tax Rate (%) 25.4 24.0 24.0 24.0
Net Profit Margins (%) 8.6 11.2 11.7 11.9
NWC / Total Assets (%) 2.8 10.1 10.4 10.4
Net Debt / Equity (x) (0.2) (0.2) (0.2) (0.3)
Net Debt / EBITDA (x) 0.7) (0.6) (0.7) (1.0)
Profitability Ratios
RoCE (%) (post-tax) 17.0 19.4 21.2 20.8
ROE (%) 17.7 226 24.0 23.6
Cash Conversion Cycle
(on net sales)
Inventory Days 62 54 53 53
Receivables Days 25 22 22 22
Payables Days 57 46 45 45

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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I/We, Arun Baid, MBA; Sohil Kaura, M.Com (Finance); authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
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specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc. It is
also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months
and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:
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Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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