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NR Agarwal Industries (NRAIL), is among the first and leading manufacturers of 

recycled paper in India. It is the largest manufacturer (175,000 MTPA, ~7% 

market share) of recycled grey back and white back Duplex Boards (DB) for over 

25 years now and forayed into Writing & Printing (W&P) paper segment in 

July’14. Presently, the company earns ~48% revenues from DB, ~43% from W&P 

and balance from Newsprint. Recently they completed Rs1bn balancing capex 

which augmented capacities from 306,000 MTPA to ~350,000 MTPA.  

We see significant headroom for growth in paper, going ahead, given the low 

per capita consumption of paper in India as well as higher demand (due to rising 

literacy rates, burgeoning FMCG and packaged food industry, rise in 

ecommerce). Within paper, we believe recycled paper will witness higher 

demand as no new capacities are coming up in virgin (shortage of wood pulp) 

and agro paper manufacturing (high cost of affluent treatment plants) and 

growing environmental concerns. Management believes that, going forward, 

the packaging paper and boards (PPB) segment is likely to grow fastest and is 

hence evaluating foraying in to Kraft paper. With this NRAIL will be present 

across all segments of PPB. NR’s clients include packaging companies like TCPL, 

Parksons, REPRO, Navneet etc. which are approved by FMCG companies such as 

Amul, Godrej, Kellogs, Lakme, Ponds, etc. ~10% of revenues is from exports to 

countries like Sri Lanka, Middle East, Bangladesh and Africa. 

We forecast revenues and earnings to grow at a 3-year CAGR of 10.1% and 

15.7%, respectively, to Rs 13,895mn and Rs 1,088mn in FY20E along with a 

steady rise in margins. As no fresh capex will be undertaken in this period, it will 

result in healthy free cash generation, repayment of debt and lower DER. At 

CMP, the stock is trading at attractive valuations of 7.2x FY19E and 6.8x FY20E 

earnings estimates of Rs59.6 and Rs63.9, respectively. We recommend investors 

to BUY with a 12-18 months investment horizon and TP of Rs 639 (10x FY20E 

EPS) – 48% upside. 

 
Key financials (Y/e March)   2017 2018E 2019E 2020E 

Revenues (Rs m)  10,406   11,827   13,016   13,895  

     Growth (%) 17.8 13.7 10.1 6.8 

EBITDA (Rs m)     1,344      1,534      1,692      1,818  

PAT (Rs m)        702         925      1,015      1,088  

EPS (Rs) 41.3 54.4 59.6 63.9 

     Growth (%) 294.2 31.7 9.7 7.2 

CEPS (Rs) 55.7 69.2 76.4 80.8 

Net DPS (Rs)         2.0          2.0          2.0          2.0  

Profitability & Valuation   2017 2018E 2019E 2020E 

EBITDA margin (%)      12.9       13.0       13.0       13.1  

RoE (%)      47.7       40.6       31.6       25.7  

RoCE (%)      24.4       25.8       24.6       26.1  

EV / sales (x)         0.9          0.8          0.7          0.6  

EV / EBITDA (x)         6.8          6.1          5.1          4.4  

PE (x)       10.5          7.9          7.2          6.8  

P / BV (x)         4.0          2.7          2.0          1.5  

Net dividend yield (%)         0.5          0.5          0.5          0.5  

Source: Company Data, PL Research 
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Investment Highlights 

India and China likely to drive the paper and board market 

Global demand for paper and board (W&P, paperboard and newsprint) grew at a muted 
~0.4% CAGR between 2011 and 2016 to reach ~407mn tonnes. While digitization is 
estimated to have moderated demand by 1.4% and 5.5% in the W&P and newsprint 
segments respectively, a moderate growth in paperboard segment by ~1.5-1.7% CAGR 
provided respite. Although the demand for newsprint has declined, tissue paper, 
containerboards and carton boards have reported growth.  
 
Decline in demand from Japan, North America and Western Europe was offset by 
buoyant demand in the emerging markets of India and China among others. The APAC 
region was the market leader with a 34% revenue share in 2016, followed by Europe 
and North America. Going forward, developing economies like India and China are likely 
to drive the paper packaging market, with applications across industries like healthcare, 
personal care, homecare, retail among others. Paper demand in India is expected to 
increase to 20mn TPA by 2020 and 23.5mn TPA by 2025. 
 
Paper demand in India to grow at 5% CAGR over FY16-25 
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Source: Company Data, PL Idea Research 

 
 
Low per capita consumption of paper in India – ample headroom for growth 

95% of all data in the world is still stored on paper. The United States, however, has the 
world’s highest per capita paper consumption, consuming 229kg p.a. The domestic 
demand in India grew from 9.3mn tonnes in FY08 to 15.3mn tonnes in FY16 at a CAGR of 
6.4%. Despite sustained growth witnessed by the industry, the per capita paper 
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consumption in India at a little over 13kg is way behind the global average of 57kg.  This 
leaves ample headroom for growth in India.  
 
Per capita consumption of paper is lowest in India 
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Source: Company Data, PL Idea Research 

Demand for recycled paper to increase 

As per industry reports, the growth of the Indian Paper Industry will continue to outpace 
the global industry. Over FY17-21E, industrial paper, recycled fibre based packaging 
boards and uncoated copier paper segments are expected to witness healthy 
performance.  
 
The paper industry can be categorized according to the source of raw material used for 
production i.e. chemical wood pulp, recycled fibre from waste paper (WP) and agro 
residues. Global shortage of wood pulp has resulted in increasing prices. In fact in the 
last ten years no new capacities have come up in this segment due to forest policies 
which is not permitting paper manufacturers to plant and grow their own trees. Going 
forward also no new capacities are expected to come up in Virgin paper manufacturing. 
In agro based paper, the cost of setting up affluent treatment plants is prohibitive, 
thereby, discouraging new players from entering the market. Finally, given pollution 
concerns across the world and rise in paper consumption, there is likely to be higher 
demand for recycled paper.  
 
The recycled fibre packaging boards segment is expected to post robust volumes on 
account of increasing e-commerce and FMCG demand. This translates to better times 
for companies such as NRAIL catering to packaging board segment. 
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China’s ban on import of waste paper to benefit the Indian duplex board industry 

The Chinese Government’s move to ban waste paper imports has caused a drop in 
global waste paper prices. As a result, price of recycled paper in China, used for 
packaging material, has increased due to short supply of waste paper. Consequently, 
Indian manufacturers of recycled paper have benefited from lower raw material costs 
(excess supply) as well as higher realizations for the final paper (short supply from 
China). Reports suggest that production in China has reduced by 6mn tonnes. This 
situation is expected to last for at least a year until sorting machines are recalibrated to 
suit the new norms. 
 
In the last two months itself, the company has witnessed a drop in cost of imported 
mixed waste paper used for Duplex Boards from US$160/ton to US$120/ton and an 
increase in realizations by 5-7%.  
 
We forecast EBITDA to grow by 3-year CAGR of 10.6% to Rs1.8bn in FY20 with stable 
EBITDA margins ~13%. (There remains room for an upward revision in margin 
assumptions.) 
 
Market leaders in India in Recycled Duplex Boards 

The packaging paper and board segment can be divided in to packaging boards (recycled 
duplex boards and virgin boards) and packaging paper (Kraft). NRAIL already has a 
strong presence in the duplex board segment (it accounted for 48% of revenues in 
FY17). Demand for Packaging paper & board is growing faster than W&P and Newsprint 
segments on back of demand from sectors such as FMCG, food & beverage, 
pharmaceuticals, textiles, etc.  
 
Overall demand for Packaging Papers & Boards is expected to grow at 8.9% CAGR to 
9.7mn tonnes in FY19E. Of the total projected demand of 3.1mn tonnes of packaging 
boards, ~2.5mn tonnes is of grey back and white back (duplex boards) where the 
company is the market leader. Balance is for folding back boards (FBB) which is used for 
food grade packaging where the company is not present. Average realisations for 
recycled duplex boards stood at Rs31,873/ton in FY17 and improved by 5.2% to 
Rs33,541/ton in H1FY18E. Entry barriers are slightly higher in this segment as compared 
to Kraft paper but lower than W&P.  
 
Its clients include packaging companies such as TCPL, 21st century, REPRO etc. which are 
approved by FMCG companies such as Amul, Godrej, Kellogs, Lakme, Ponds, Navneet 
etc. ~10% of revenues is from exports to countries like Sri Lanka, Middle East, 
Bangladesh and Africa. 
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Part conversion of Newsprint capacity to Writing & Printing  

The News print segment is expected to grow at CAGR of 2.5% to 2.7mn tonnes by FY19 
from 2.5mn tonnes in FY16. W&P segment demand on the other hand is expected to 
grow at 4.2% CAGR to reach 5.3mn tonnes in FY19E on account of an anticipated pick-up 
from the education sector with improving literacy rates, growing enrolment as well as 
increasing number of schools and colleges.  
 
Previously, the management had been considering exiting the NP business due to higher 
import costs and shift in user preference to online news platforms which had been 
adversely affecting NP prices. Thus, they were switching their entire NP capacity of 
36,000 TPA to W&P capacity of 54,000 TPA in 2017 at a cost of Rs1bn which went on 
stream in Q2FY18. However, recently the NP prices have soared and are now at lifetime 
highs of ~Rs47,000/ton v/s Rs32,000/ton two months back, thereby, reducing the gap in 
prices of NP and W&P to less than 10%. Russia and Europe historically dumped their 
newsprint production in to China and India but China is now being able to absorb almost 
all of this supply due to lower production (because of the ban on low grade waste paper 
imports) thereby leading to a short supply to other countries and thus the sudden price 
surge. India is import dependant to the extent of 50% of her consumption. Higher 
import prices have forced domestic prices to follow suit. The situation is likely to last for 
at least a quarter. 
 
In light of this development, at one of their units (Unit II), equipment has been modified 
to part manufacture NP and W&P. Thus, the company will not be exiting newsprint in 
totality but its contribution to total revenues is likely to come down.  
 
 
Growth in domestic demand coming from packaging and specialty segments 

0

5

10

15

20

FY16 FY19

Writing & Printing Packaging Board Packaging Paper

Specialty papers & Others Newsprint

15.3

18.5

 

Source: Company Data, PL Idea Research 
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Foray in to Kraft Paper – fastest growing segment in paper albeit at lower margins 

NRAIL’s management recently announced that it will be undertaking a techno economic 
viability study with the help of Ernst & Young to set up a capacity to manufacture new 
500 TPD of Kraft Paper. Based on the report submitted by E&Y a decision will be made in 
the next six months.  
 
NRAIL will be the first to bring this technology to India. China is the only other country 
with this technology.  Generally, Kraft paper is manufactured from brown paper wastes 
only but this technology will enable the company to manufacture Kraft paper using 
mixed wastes paper which in turn will help reduce raw material costs by 5% as 
compared to its competitors. 
 
Kraft paper is generally a highly fragmented industry with players with manufacturing 
capabilities of 200-250 TPD. There is only one other unlisted player in Kolkata who also 
has a capacity of 500 TPD but is not using this technology. Data shows that the Kraft 
segment is expected to witness the highest growth amongst all paper segments on the 
back of requirement for better quality packaging of FMCG products through organized 
retail and increasing preference for ready to eat foods.  
 
While EBITDA margins are typically lower in this segment and so are the entry barriers 
(as compared to duplex boards and W&P), NRAIL wants to diversify in to the same, given 
the growth potential (fastest growing paper segment in India). Given the technological 
edge, it expects to earn margins of 13-15% on this segment as well which is in line with 
the overall margins of the company. It already has surplus land of ~100 acres where the 
plant will be set up. If set up, it will take about two years for the plant construction to be 
completed and for it to go on stream. The project is expected to cost ~Rs3.5bn to be 
funded by way of debt and internal accruals and will be operational by mid FY21. At 
peak it can generate revenues of ~Rs5-5.5bn.   
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Key Risks 

Environmental risk 

Increasing deforestation for extracting wood pulp and excessive water use in 
manufacture can raise environment risk. However, NRAIL depends primarily on waste 
paper as a raw material that reduces wood dependence. The Company practices the 3R 
system: reduce, reuse and recycling. It has a full-fledged effluent treatment plant in all 
its five manufacturing units which ensures physical, chemical and biological treatment. 
The Company installed secondary biological aerobic treatment system with the jet 
ejector technology for oxygen transfer and mixing to remove organic pollutants. 
 

Volatility in raw material prices  

Raw materials form more than 65% of the total operating cost. Currently the company 
imports about 40-50% the balance being sourced indigenously. Within India, the 
company sources from within an approximate 175km -radius of the Company’s facilities.  
Since the Company does not rely on wood pulp, it is relatively insulated from the impact 
of environmental norms. The yield for recycled paper products is ~90-95%. The current 
cost of raw material is Rs 8,000-12,000/ton. Any fluctuation in raw material supply and 
prices will affect the top-line and bottom-line of the company. 
 
The Chinese Government’s decision to ban wastepaper imports has caused a drop in 
global waste paper prices. Indian manufacturers using waste paper stand to benefit on 
account of lower global waste paper prices (on excess supply) and higher realization for 
recycled paper. NRAIL is also laying a keen emphasis on the manufacture of value-added 
products so as to moderate its sensitivity to raw material price volatilities.  
 

Foreign currency exposure  

The typical nature of NRAIL is exposed to the risk of Foreign exchange fluctuations as 
the key raw material – waste paper is import dependant. The Company hedges its 
earnings through currency forward covers to protect its viability. 
 
Interest rate risk  

NRAIL’s operations are marked by high working capital outlay and changes in prevailing 
interest rates. The Company finances operations through a mix of retained profits and 
borrowings. The Company strengthened its Balance Sheet and credit rating, helping 
moderate debt costs.   
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Financial Overview & Valuations 

Robust top-line and bottom-line growth 

Over the past five years, NR compounded revenues by 16.1% to Rs10.4bn, EBITDA by 
32.8% to Rs1.3bn and profits by 37.9% to Rs702mn. Over FY17-20E, we expect revenues 
to grow by 10.1% CAGR to Rs 13,895mn, EBITDA by 10.6% to Rs1,818mn and profits by 
15.7% CAGR to Rs1,088mn in FY20E. Even in a base case scenario the management is 
confident of maintaining 13% EBITDA margins. 

They aspire to achieve Rs25bn revenue mark in the next three years. Current estimates 
do not include any benefits from the new capex that the company might undertake 
during the coming year. 
 

Steady Debt reduction  

The debt as on FY17 is Rs2.6bn resulting into DER of 1.4x. As the current expansion 
phase is coming to an end, the company plans to repay its debt to the tune of Rs450-
500mn in FY19E and FY20E each. This will bring down the DER to 0.4x by FY20E which is 
a comfortable level of leverage for the company and it will be at comfortable levels of 
debt and would be in no rush to bring it down further. However, if the new kraft paper 
capacity is set up, it will entail a capex of Rs3.5bn, half of which will be funded by way of 
debt in which case, the debt to equity ratio will rise again. Our current estimates do not 
factor this in. 

      

Lean working capital and tapering capex cycle leads to high free cash generation 

NRAIL has a lean working capital cycle of just 19 days, which we expect will reduce to 17 
days, going forward. Previously, it had a negative working capital cycle prior to FY16 as 
the credit periods received by the company was very high of ~90-100 days which has 
now reduced to 52 days and now ~35 days.  

As of March-17, all capacities were operating at 90%+ capacity utilization levels. NRAIL 
will be incurring a capex of Rs1bn by June-18E to augment capacity of duplex boards by 
20,000 TPA, conversion of the newsprint facility to W&P (to 60,000 TPA from 36,000 
TPA at a cost of Rs500-550mn) and improvement in power plant efficiencies (Rs450m). 
These capacities went on stream in Q2FY18 and will see the complete effect during 
FY19E.  

With capacities operating at peak utilization and no other capex in the pipeline, the 
company is likely to generate healthy free cash flows over the next two years.  
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Positive free cash flows on back of tapering capex cycle  
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Source: Company Data, PL Idea Research 

 

Q4 – seasonally strong quarter 

Over the last five years, there has been no major increase or decrease in prices of 
Duplex boards, while W&P realisations have improved by 2-4% over the same period. In 
light of the recent ban on imports of low grade waste paper in China which was utilised 
to manufacture Duplex boards, this segment is witnessing a rise in realisations due to 
lower production in China. This situation is likely to last for at least a year and if rumors 
are to be believed then beyond that as well the ban in China is likely to stay. 

W&P is not affected by this ban but Q3 and Q4 are seasonally strong quarters for this 
product due to government printing for the upcoming academic year. This segment 
accounts for ~56% of revenues, the balance being duplex boards.  

 

CDR – Done and dusted 

The company went under CDR (Corporate Debt Restructuring) in March 2013. In 2010, 
construction work on the W&P capacity of 500-550 TPD was started and ~Rs2bn was 
expended in one year itself. Subsequently, there was a policy change and the company 
had to approach the centre for clearance instead of the state government which 
resulted in major delays. The project, which was previously scheduled to commence 
operations in 2012, went on stream in 2014. However, due to this delay, the company 
was unable to service its interest payments leaving aside the principal. Thus, they went 
in to CDR. It exited CDR in September 2016 once the business improved in 2015. 

Recently, Bank of Baroda has sanctioned the release of the entire pledged holding of the 
promoters totaling to 12.5mn shares. 
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Dual benefits from cogeneration power plant 

NRAIL owns a cogeneration power plant of 24MW which is used to produce power and 
steam for all the facilities. For any paper manufacturing company, power cost forms a 
significant part of the total cost. Over the years, the power cost, which was ~15.1% of 
sales in FY12, has reduced to 11.8% in FY17. The captive power plant has helped 
moderate energy cost from Rs8 per unit to Rs4 per unit, thereby, increasing the cost 
competitiveness. This power plant helped NRAIL to bring down tax incidence by 
capitalising on the Section 80-I benefit that provides a tax exemption for power 
generating units for 15 years and a 100% carry-forward depreciation benefit that can be 
adjusted. 

 

Evaluating new business opportunities and capex plans  

The management recently announced that it will be undertaking a techno economic 
viability study with the help of Ernst & Young to set up a capacity to manufacture new 
500 TPD of Kraft Paper from 100% mixed waste paper. NRAIL will be the first to bring 
this technology to India. Based on the report submitted by E&Y, a decision will be made 
in the next six months. Data shows that the Kraft segment is expected to witness the 
highest growth amongst all paper segments on back of requirement for better quality 
packaging of FMCG products through organized retail and increasing preference for 
ready to eat foods.  
 
It already has surplus land of ~100 acres where the plant will be set up. If set up, it will 
take about two years for the plant construction to be completed and for it to go on 
stream. The project is expected to cost ~Rs3.5bn to be funded by way of debt and 
internal accruals and will be operational by mid FY21. At peak, it can generate revenues 
of ~Rs5-5.5bn.  
 

Proactive measures improved operational efficiencies 

For a capital-intensive business, operational efficiency is the main yardstick. Since 
realisations in the paper industry are market driven and one has little control over it, it is 
important to improve cost efficiencies and improve productivity. NRAIL undertook the 
following steps to achieve the same. 

 During FY17, it introduced a fortnightly maintenance shutdown to counter the 
incidence of unforeseen downtime arising out of machine breakdowns. This resulted 
in ~80% decline in the incidence of unplanned downtime improving robustness, 
capacity utilisation and margins.  

 Initially, the company consumed an inferior grade of waste paper to moderate 
costs. During FY17, NRAIL started importing 50% of its raw material requirement 
which contained higher proportion of virgin paper. This enhanced product quality 
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and strength and moderated resource consumption resulting in better realisations 
and margins.  

 Whenever any component or machine malfunctioned, the company workers used to 
engage in fixing the issue. Now, it has appointed a MNC bearing manufacturer that 
continuously monitors the health of hundreds of bearings in real time. This virtually 
eliminates all breakdowns arising out bearings malfunction in turn enhancing plant 
predictability, availability and efficiency.  

 
All these measures have helped in maximizing the yields (~95%) from one ton of waste 
paper leading to enhanced margins and competitiveness.  
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Attractive Valuations 

We forecast revenues and earnings to grow at a 3-year CAGR of 10.1% and 15.7%, 
respectively, to Rs13,895mn and Rs1,088mn in FY20E along with a steady rise in 
margins. As no fresh capex will be undertaken in this period, it will result in healthy free 
cash generation. The company is also looking to repay debt to the tune of ~Rs450mn 
each year for the next 2-3 years. This will bring down the DER from 1.4x in FY17 to 0.5x 
in FY20E. RoE and RoCE had shot up in FY17 due to the low base effect (profits grew 5x 
from FY16) but will stabilise ~26%, going forward. Even in the worst case scenario, the 
management is confident of being able to maintain base EBITDA margins of 13%. 
 
Going ahead, visibility on headroom for growth based on low per capita consumption of 
paper, increased demand for paper (due to rising literacy rates, burgeoning FMCG and 
packaged food industry, rise in ecommerce) along with the fact that no new capacities 
are coming up in virgin (shortage of wood pulp) and agro paper manufacturing (high 
cost of affluent treatment plants), as well as growing concerns on environment pollution 
is likely to result in buoyant demand for recycled paper. NRAIL is the only company in 
India which manufactures 100% of its production from recycled wastes. It is the market 
leader in grey back and white back paper boards. 
 
Well-entrenched relationships with clients over the past two decades will help the 
company secure orders for any new capacities too. Backed by technocrats with strong 
domain knowledge is an added advantage. 
 
At the CMP, the stock is trading at attractive valuations of 7.2x FY19E and 6.8x FY20E 
earnings estimates of Rs59.6 and Rs63.9, respectively.  
 
Comparative Valuation Table 

Name Price (Rs) 
Mcap 

(Rs 
bn) 

PER  
(x) 

EV/EBITDA 
(x) 

RoE 
(%) 

Revenues   
(Rs bn) 

EPS  
(Rs.) 

EPS 
CAGR

% 

‘18E ‘19E ‘18E ‘19E ‘19E ‘18E ‘19E ‘18E ‘19E 
’17-
19E 

NR 432 7.3 7.9 7.2 6.1 5.1 31.6 11.8 13.0 54.4 59.6 20.2 

TNPL 360 24.9 NA 10.5 11.1 7.6 13.6 30.0 36.0 (0.8) 34.3 (5.3) 

West 

Coast 
253 16.7 8.7 8.1 5.9 5.6 21.8 16.7 17.7 29.0 31.2 26.6 

Source: Company Data, Bloomberg Consensus Estimates 
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Company and Management Background 

NRAIL has been engaged in the business of manufacturing recycled duplex boards, W&P 
and newsprint from paper wastes for more than two decades. It was amongst the first in 
India to manufacture quality finished paper products through the recycling route. Its 
duplex boards are suitable for gravure printing, embossing and foil stamping and is used 
in the packaging industry. They are the market leaders in the grey back and white back 
boards. Recently they have made an announcement of foraying in to the Kraft paper 
segment.  

The writing and printing paper products manufactured by NRAIL are of superior quality - 
high in brightness, shade stability and smoothness across GSM ranges.  

NRAIL had commenced operations with 7,000 TPA paper capacities and gradually 
increased it to 306,000 TPA and now 350,000 TPA during FY19E. By FY20E, all capacities 
are expected to operate at peak utilisation; from then on, we believe, the company will 
generate revenues of Rs1.5bn. 

 

Key Management: 

Mr. R N Agarwal – Chairman and Managing Director 

He is an electrical engineer and a management graduate from U.S.A. He has more than 
two decades of experience in the paper industry. 

Mr. Raunak Agarwal – Executive Director 

He is a Graduate in Business administration from Kingston University, UK. He is 
responsible for spearheading company’s growth and presence in domestic & 
international markets and implementing various strategic plans towards sustained 
growth of the company. 

Mr Ashok Kumar Bansal – Executive Director 

He is a Paper Technologist from the Institute of Paper Technology, Roorkie University. 
He has conceived new paper and board projects for NRAIL, including technological 
developments to existing paper plants in order to enhance quality and productivity. 
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Industry Overview 

Global demand for paper and board (W&P, paperboard and newsprint) grew at a muted 
~0.4% CAGR over 2011-16 to reach ~407mn tons. Paper demand in India today is ~16mn 
tons, of which, imports are more than 2mn tons. As per industry reports, growth of the 
Indian Paper Industry will continue to outpace the global industry.  
 
The total paper demand in India can be broadly classified in to craft paper (~6mn tons), 
Duplex board (~3mn tons), Writing and Printing (~5mn tons), Newsprint (~2mn tons) 
and Specialty paper (~0.2mn tons).  
 
Of the 3mn tons of Duplex board, ~2mn tons is from grey back and white back duplex 
boards. NRAIL, with a capacity of ~175,000 MTPA in this segment, accounts for roughly 
7% market share. Demand for duplex board is expected to grow by 7-8% p.a driven by 
Pharma, FMCG and readymade garments, while writing and printing is forecasted to 
grow by 4-5% pa due to increasing literacy rates. Demand for paper will increase to 
23.5mn tons by 2025. 
 
The Chinese Government’s move to ban waste paper imports has caused a drop in 
global waste paper prices. As a result, price of recycled paper in China, used for 
packaging material, has increased due to short supply of waste paper. Indian 
manufacturers using waste paper stand to benefit on account of lower global waste 
paper prices (on excess supply) and higher realization for recycled paper. 
 

Paper Industry  

95% of all data in the world is still stored on paper. The United States has the world’s 
highest per capita paper consumption, consuming 229kg per annum. Per capita paper 
consumption in India is only 10kg as opposed to a global average of 58kg which leaves 
ample headroom for growth. Demand for paper in India is around 16mn TPA which is 
expected to increase to 20mn TPA by 2020 and 23.5mn TPA by 2025. Demand growth 
rate for paperboard is expected to be healthy at 7-8% in the next five years owing to 
rising customer durable sales, FMCG products, readymade garments and 
pharmaceuticals, while demand for writing and printing paper is expected to grow at a 
CAGR of 4-5% over the next five years on the back of rising literacy rate and demand 
from the education sector. During the last five years, ~Rs200bn was invested in the 
Indian paper sector towards capacity enhancement, technology upgradation and 
mergers and acquisitions. Various growth drivers for the Indian Paper industry are 
online retail growth, service sector growth, education sector, budgetary initiatives, back-
up documentation and increasing urbanisation.   
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Income Statement (Rs m)           

Y/e March  2017 2018E 2019E 2020E 

Net Revenue 10,406 11,827 13,016 13,895 

Raw Material Expenses 6,135 6,978 7,679 8,198 

Gross Profit 4,271 4,849 5,337 5,697 

Employee Cost 507 587 664 695 

Other Expenses 2,420 2,728 2,981 3,184 

EBITDA 1,344 1,534 1,692 1,818 

Depr. & Amortization 245 253 285 287 

Net Interest 431 453 450 500 

Other Income 96 96 90 90 

Profit before Tax 725 925 1,046 1,121 

Total Tax 23 - 31 34 

Profit after Tax 702 925 1,015 1,088 

Ex-Od items / Min. Int. - - - - 

Adj. PAT 702 925 1,015 1,088 

Avg. Shares O/S (m) 17.0 17.0 17.0 17.0 

EPS (Rs.) 41.3 54.4 59.6 63.9 
 

 Cash Flow Abstract (Rs m)    

Y/e March    2017 2018E 2019E 2020E 

C/F from Operations 403 674 1,063 1,169 

C/F from Investing (152) (900) (87) (87) 

C/F from Financing (260) 260 (894) (895) 

Inc. / Dec. in Cash (9) 34 81 186 

Opening Cash 60 51 85 166 

Closing Cash 50 85 166 352 

FCFF 251 (226) 975 1,081 
 

 Key Financial Metrics 
    

Y/e March            2017 2018E 2019E 2020E 

Growth                         

Revenue (%) 17.8 13.7 10.1 6.8 

EBITDA (%) 105.9 14.2 10.2 7.5 

PAT (%) 294.2 31.7 9.7 7.2 

EPS (%) 294.2 31.7 9.7 7.2 

Profitability 
    

EBITDA Margin (%) 12.9 13.0 13.0 13.1 

PAT Margin (%) 6.8 7.8 7.8 7.8 

RoCE (%) 24.4 25.8 24.6 26.1 

RoE (%) 47.7 40.6 31.6 25.7 

Balance Sheet 
    

Net Debt : Equity 1.4 1.1 0.7 0.5 

Net Workng Cap. (days) 19.2 39.0 39.0 39.0 

Valuation 
    

PER (x) 10.5 7.9 7.2 6.8 

P / B (x) 4.0 2.7 2.0 1.5 

EV / EBITDA (x) 6.8 6.1 5.1 4.4 

EV / Sales (x) 0.9 0.8 0.7 0.6 

Earnings Quality 
    

Eff. Tax Rate 3.1 - 3.0 3.0 

Other Inc / PBT 0.1 0.1 0.1 0.1 

Eff. Depr. Rate (%) 4.1 4.1 4.0 4.0 

Source: Company Data, PL Research. 

 

Balance Sheet Abstract (Rs m)   

Y/e March     2017 2018E 2019E 2020E 

Shareholder's Funds 1,837 2,724 3,702 4,752 

Total Debt 1,871 2,071 1,491 991 

Other Liabilities 1,134 1,065 750 355 

Total Liabilities 4,842 5,860 5,942 6,098 

Net Fixed Assets 4,616 5,225 4,990 4,753 

Goodwill - - - - 

Investments 1 1 1 1 

Net Current Assets 95 634 952 1,344 

     Cash & Equivalents 51 85 166 352 

     Other Current Assets 1,941 2,981 3,448 3,731 

     Current Liabilities 1,896 2,432 2,662 2,739 

Other Assets 131 - - - 

Total Assets 4,842 5,860 5,943 6,098 
 

 

 

Quarterly Financials (Rs m)    

Y/e March     Q4FY17 Q1FY18 Q2FY18 Q3FY18 

Net Revenue 2,823 2,765 2,766 3,152 

EBITDA 332 330 318 395 

% of revenue 11.8 11.9 11.5 12.5 

Depr. & Amortization 62 63 65 66 

Net Interest 99 96 100 104 

Other Income 35 44 32 33 

Profit before Tax 207 214 186 258 

Total Tax (33) (0) 0 0 

Profit after Tax 241 214 186 258 

Adj. PAT 241 214 186 258 

Source: Company Data, PL Research. 
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