
 

 

Price performance  

Performance (%) 
 3-mth 6-mth 1-yr 3-yr 
PPL 20.7 (22.2) 26.2 110.9 
Sensex 23.1 8.3 43.3 170.8 
 

    

Paper Products 
 

‘Pack’ing power 
 
  

With advertising no longer driving customer buying patterns in a crowded consumer 
space as it used to earlier, packaging is finding increased relevance by influencing 
purchase decisions at the point of sale. And all this is taking place amid a booming 
retail industry – by 2010, 9% of the Rs11,000bn retail industry is expected to be with 
organized formats, the meccas of packaged products. We see Paper Products (PPL) 
well placed to capture the upside offered by this structural shift. Besides double digit 
growth in domestic demand, upside would accrue from outsourcing by Huhtamaki 
Oyj, the parent, and other global consumer goods majors. We believe PPL, with 17% 
sales CAGR over CY05-07E and stable margins (12%+) despite spiraling raw material 
costs, should trade at EV/ EBITDA of 7.5x (CY08E) – in line with global peers.  
Packaging – “influencer” of purchase decision: A proliferation of brands in the 
consumer goods space, and of ways to communicate them, has made it tougher to 
get messages through. With packaging emerging as a purchase decision “influencer”, 
the live impact of products on the shelf is taking centre stage. As organized retailing 
spreads in India, role of packaging – and in turn PPL’s visibility – would increase in 
line with the shift.  

PPL capitalizing on innovation and pedigree: Delivering innovative packaging 
concepts at competitive prices has been PPL’s mainstay. With access to parent’s 
expertise and focus on "what the traffic will bear", we expect PPL to become the 
outsourcing base for Huhtamaki as also other international companies setting up base in 
India. PPL has earmarked Rs1.5bn for capex over CY06-07, nearly 20% of the parent’s 
total capex. This indicates the confidence reposed in PPL by the parent. 

Huge growth potential; Outperformer: Globally, packaging companies command 
an EV/ EBITDA of 7.5-9.0x in a steady state growth market. PPL, with higher growth 
potential and expected 3-year sales CAGR of 17% in the capacity expansion phase, 
should attract better valuations. We have conservatively valued PPL in line with global 
peers and assigned it EV/ EBITDA of 7.5x (CY08E). Given the strong earnings 
trajectory and attractive valuations, we initiate coverage on PPL with Outperformer 
rating and an 18-month price target of Rs475, 41% upside from CMP. Returns would 
be back-ended as capex is to be incurred over CY06-08. 
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OUTPERFORMER

Mkt Cap: Rs4.2bn; US$ 90.9m

Key valuation metrics  

Year to 31 Dec CY04 CY05 CY06E CY07E CY08E 
Net sales (Rs m) 3,940 4,329 4,987 5,819 6,972 
Shares in issue (m) 12.5 12.5 12.5 12.5 12.5 
Adj. EPS (Rs) 19.2  22.1  24.4  27.0  32.2 
        % growth (13.7) 14.8  10.6  10.6  19.4 
PER (x) 17.6  15.3  13.8  12.5  10.5 
Price/Book (x) 2.4  2.2  2.0  1.8  1.6 
EV/EBITDA (x) 8.1  7.8  6.7  6.2  5.4 
RoE (%) 14.3  15.0  15.0  15.1  16.2 
RoCE (%) 15.2  14.0  16.0  16.1  16.8 
EV/CE (x) 2.1  1.9  1.8  1.6  1.4 
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INVESTMENT ARGUMENT 
PPL has displayed remarkable ability to withstand a sharp rise in raw material 
costs and yet deliver 16% RoCE for the last two years. At a time when the 
environment is still quite tough in terms of raw material costs, PPL is putting 
into place an expansion plan which, combined with its consistent delivery of 
innovative and affordable solutions, would stand it in good stead in the future. 
PPL is poised to play a key role in the parent’s (Huhtamaki Oyj has a 59% stake) 
international operations, as well as tap enhanced business opportunities from 
international FMCG majors setting up sourcing base in India. The retail boom 
underway is stimulating growth for the packaging industry, and in turn for 
packaging companies like PPL. 

 PPL – leading player in India’s consumer packaging industry 
PPL, a 59% subsidiary of Huhtamaki Oyj of Finland, is a leader in the consumer 
packaging market with a history of over half a century. In conjunction with double-
digit growth in the packaging industry, PPL has embarked on an ambitious plan to 
expand capacity at a time when the market environment has been tough in terms of 
high raw material prices. With the expansion programme estimated to start distilling 
into numbers from CY07, we expect sales CAGR of 17% for PPL in the next three 
years, and margins to be maintained at 12%+ levels with RoCE of 16%+. The 
company is expected to touch Rs6.9bn in sales by CY08. 

 PPL – standing tall despite an inclement business environment 
Despite a spiraling and prolonged rise in international crude prices, and 
consequently a sharp increase in raw material costs (~68% of total sales in CY05), 
PPL has managed to deliver RoCE of 16%+. Operating margins have held above the 
12% mark over the last three years, which is creditable in the backdrop of the steep 
raw material price rise and the imperative to keep product prices in check.   

 Packaging transforming from aider to “influencer” of purchase decisions 
PPL is gearing itself for tapping the anticipated shift in role of packaging from a 
purchase decision aider to that of a purchase decision “influencer”. With India’s 
GDP growth of over 7% for the last three years, a favourable demographic profile 
(>50% of the population is below 25 years of age), increasing disposable incomes 
and higher propensity to spend, the dice is heavily loaded in favour of organized 
retailing. With differentiation through "core product attributes" getting diluted and 
advertising gradually losing its impact value due to the clutter, the "live" impact of 
the product on the shelf would increasingly take over the role of purchase influencer. 
Given the slow but steady proliferation of mall culture, customer needs are changing 
fundamentally and they are veering towards packaged products.  

PPL, with product innovation at "what the traffic will bear" strategy, is rightly 
placed to tap this paradigm shift in the role of packaging in a market place where 
organized retailing is expected to thrive rapidly. To that end, the company has lined 
up a capex programme of Rs1.5bn over CY06-07 – Rs650m for a new plant at 
Rudrapur in Uttaranchal, Rs550m for a new facility at its Thane works and the 
remaining for new equipment. The impact of the expanded capacity would start 
getting distilled into the numbers from CY07 onwards. 

 Operating margins held at
~12% over the last three
years despite steep raw

material price rise

A thriving mall culture;
customers veering
towards packaged

products…

 …PPL, with product
innovation at "what the

traffic will bear" strategy,
rightly placed to tap the

paradigm shift
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 Innovation – PPL’s driving force  
Given the location of its business in the "squeeze zone" of the B2B spectrum with 
commodity giants as vendors and FMCG majors comprising the client set, PPL has 
met the requisite of supplying innovative packaging solutions at acceptable costs 
with aplomb. This is distinctly borne out in the fact that since 2004, despite an over 
200% increase in crude prices (which dictate its raw material prices), PPL has 
managed to maintain operating margins at 12%+. 

Exhibit 1: Margins holding above 12% CAGR of 17% over the expansion phase of CY06-08 
 

Source: SSKI Research 

PPL’s New Applications, Structures, Products and Processes (NASP) approach has 
stood it in good stead during this period. Under this approach, 30% of the total 
sales for a year are from products developed either in the year or not more than two 
years prior to the same. 

 Outsourcing opportunities – another big positive 
PPL generates 15% of its sales through exports, essentially to MNCs in the African 
continent. With a sharp focus on product innovation at acceptable costs and access 
to parent’s world class manufacturing practices, technology and relationships, PPL is 
ideally placed to cater to the international market. The relationships of the parent 
with international FMCG majors would also be a good revenue source as an 
increasing number of these FMCG giants look to setting up their production and 
sourcing bases in India. 

 Strong earnings trajectory; attractive valuations 
We expect PPL to log in sales CAGR of 17% and earnings CAGR of ~15% over 
CY06-08. Margins would likely remain stable at 12%+. The company has managed 
to sustain margins at these levels over the past two years despite a spike in raw 
material prices. 

Globally, packaging companies command an EV/ EBITDA of 7.5-9.0x in a steady 
state growth market and earn RoCE of 15-20%. PPL – with a much higher growth 
potential and expected 3-year sales CAGR of 17% – should attract better valuations. 
On a conservative basis, we have valued PPL in line with its global peers and 
attached EV/ EBITDA of 7.5x CY08E earnings. Given the strong earnings 
trajectory and attractive valuations, we initiate coverage on PPL with Outperformer 
rating. We have set an 18-month target price of Rs475 on the stock, which is 41% 
upside from the current levels. Returns on the stock would be back-ended as the 
capex is to be incurred over CY06-08. 
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PPL: OFF THE SHELF, INTO THE BASKET 
The Indian consumer market is witnessing the onset of the age of packaging as 
the purchase decision “influencer’ (rather than aider). As organized retailing 
spreads in the country, the role of packaging in both advertising and marketing 
the product will gain in importance. Delivering innovative packaging solutions 
at acceptable costs would command a premium in such a scenario. PPL, which 
has been a leader in this field, would be in the position to capture the upside 
arising from this development. 

 Exhibit 2: Role shift – from protecting what is sold and selling what is protected to creating desire at the shelf 
 

 

 PPL – offering innovative packaging solutions at competitive prices 
PPL is a leading player in the Indian packaging solutions space catering to virtually 
the entire organized sector including FMCG majors. The company is a 59% 
subsidiary of Huhtamaki Oyj, the sixth largest consumer packaging player in the 
world. The Talwar family, the original promoters of PPL, owns ~ 5% in PPL with 
Mr Suresh Gupta (from the family) as the CEO. 

Huhtamaki Oyj of Finland, a consumer-packaging giant, has 68 plants and sales offices located in 37 countries.  
Almost 65% of the total sales of EURO 2.2bn are generated through packaging solutions for the consumer goods 
sector while the remaining 35% comes through solutions for the foods sector. The company derives over 50% of 
its sales from Europe, nearly a third from the Americas and the remaining from the emerging markets of Asia, 
Oceania and Africa. It has a strong technology base covering the entire range of packaging spectrum (rigids as well 
as flexibles) and has won an impressive set of clients across the globe including McDonalds, Nestle, Unilever, Coca 
Cola, Sysco and Wal Mart.  

PPL currently has three plants in India – one each at Thane, Silvassa and Hyderabad 
– besides a small unit in Nagpur. PPL has a total capacity of 24,590 tonnes per 
annum (tpa) of laminates and 6,000 tpa of cartons. Production (in terms of tonnes) 
is dependent on the sales mix (gram per square metre of output). All these plants are 
capable of producing flexible packaging, labels and specialized cartons. In addition, 
PPL has a small packaging machine division, which enables it to offer total 
packaging solutions to clients. 
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 Packaging – the future differentiator of FMCG products 
Internationally, packaging is a US $360bn industry (source: McKinsey, Pira 
International) spread almost evenly between the consumer goods and food services 
sectors. Packaging industry in the developed economies, which constitutes 75% of 
the total market, is estimated to be growing at 2.4% per annum. In contrast, growth 
in emerging economies (constituting 25% of the total) is far higher at 9.6% per 
annum. In emerging markets, growth is being driven by increasing wealth and 
growing penetration of modern retail formats. 

Exhibit 3: Packaging industry trends - Developing markets growing faster than developed markets  

 

Source: Published data of Huhtamaki, SSKI Research 

Exhibit 4: Growth in emerging markets driven by development of wealth and modern retail 

 

Source: Published data of Huhtamaki, SSKI Research 
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 Packaging industry in India – growing in double digits  
The estimated size of Indian packaging industry is US $7bn (2006), with 20% of 
the total population currently consuming 80% of the packaged production (source: 
Pira International). The industry is growing at 10% per annum with modern 
segments logging growth in excess of 15%. Flexible packaging currently enjoys a 
57% volume share of the total packaging market and over 30% value share in the 
consumer packaging market in the country (source: Euromonitor). 

With organized retailing nimbly establishing its reach, per capita consumption of 
packaging material in India (US $6.5 vis-à-vis $400+ for developed markets) is 
expected to increase steadily. The current decade is proving to be a watershed in the 
retailing space in India, especially given the 7% growth exhibited by the economy in 
the last three years. The market is witnessing the emergence of organized retail, 
which as of FY04 had a 3% share in the Rs9,300bn industry. 

Exhibit 5: Organized retailing – projected to grow at 25-30% per annum 
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Source: Businessworld Marketing Whitebook, 2006 

Exhibit 6: Key consumer packaging trends and drivers  

 

Source: Published data of Huhtamaki, SSKI Research 
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Going forward, Organized Retail is projected to grow at 25-30% and attain a size of 
Rs1,000bn by 2010 (i.e. 9% of the total industry). The factors contributing to the 
rapid rise of this form of retailing include: 

• Demographic profile of India, where >50% of the population is below 25 years 
in age 

Exhibit 7: GDP growth (%) – in high gear 
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• Growing influence of western culture and habits due to higher exposure  

• Higher disposable incomes in the hands of the "young population” 

• Increased propensity to spend 

Exhibit 8: India’s economic profile – growing prosperity  
 

Source: NCAER, SSKI Research; *HH- Households  
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 Organized retail formats – the meccas of packaged products 
As a result of the aforementioned factors, the supermarket/ hypermarket culture is 
slowly but surely seeping into Indian shopping habits. This phenomenon is creating 
fresh opportunities for packaging companies to redefine the role of packaging of 
FMCG products – from aiding purchase decisions, packaging solutions have donned 
the mantle of “influencer” of purchase decisions at the points of sale. With “core 
product" differentiation getting diluted and advertising increasingly becoming both 
expensive and cluttered, we see packaging playing an enhanced role in brand 
positioning on supermarket shelves. Packaging would thus serve as a key 
differentiator and the best medium of establishing effective contact with the 
customer at the point of sale.  

Going forward, we see the role of packaging changing from merely "protecting what 
is being sold and selling what is being protected" to "creating desire at the shelf". 
This would entail a mix of soft attributes such as fantasy, touch, intrigue, aspiration 
and experience and would involve a breakthrough in terms of colour(s), shape, 
material(s) and graphics.  

Flexible packaging is better placed than rigid packaging to serve this function, and 
thus would increasingly be in demand as the supermarket culture acquires a 
significant share of the shopping habits of the populace. Lower cost and convenience 
in both storage and distribution are the added advantages of flexible packaging. In 
the transition phase, till organized retail acquires a substantial share of the total retail 
industry, the role of “small/ economy” packs (Re1 pouch/ Rs5 pack) would be quite 
significant in helping consumers upgrade their purchasing habit – and flexible 
packaging would be the suitable route to lead this change. 

 NASP to improve value added at what the traffic will bear  
The factors influencing the performance of the industry and their impact serve as 
relevant pointers to PPL’s preparedness to ride the anticipated role that flexible 
packaging would play in brand positioning on the shelf.  

Factors influencing the performance of the industry 

1. Operating in the "squeeze zone" of the value chain 

Packaging industry operates in a value chain consisting of commodity giants (paper, 
metals, polymer producers, etc) at the one end and FMCG giants (Unilever, Nestle, 
P&G, etc) at the other.  

2. Competitive advantage rests on the position of companies in the Knowledge 
Management field 

Given the value chain that the industry operates in, players have to be at the 
forefront of a variety of domains (delineated below) in order to possess the capability 
to deliver in the market place: 

•  Designing capability 

•  Knowledge of metallurgy 

•  Knowledge of polymers and chemicals such as adhesives and inks 

•  Grasp of aesthetics 

•  Knowledge of machine technology 

The mall culture redefining
role of packaging for

FMCG products

Flexible packaging,
offering lower cost and

convenience, scores over
rigid packaging

Packagers operating in the
squeeze zone of the value

chain; needs to have
strong Knowledge

Management
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In short, the industry calls for sound grasp and utilization of essentials of chemical, 
mechanical, metallurgical and designing processes, and the ability to stay in sync 
with modern trends. Manpower costs for a customized solutions provider, therefore, 
would be significantly higher than for the plain cost leader in the industry. 

 PPL negotiating the current tough environment with aplomb 
In light of the factors mentioned above, PPL’s performance, especially in the last 
two years, is creditable. Since H2CY04, with the sharp and relentless rise in crude 
prices from US $20/ barrel to $65/ barrel+ currently, PPL has been in the "squeeze 
zone" of the value chain. PPL, while facing a sharp increase in raw material 
(polymers) prices, is under duress to hold/ reduce finished goods prices. In fact, PPL 
has had to walk away from a few long-term relationships in the last two years. 

PPL has managed the pressure deftly and held on to the 12%+ margins through a 
relentless focus on product innovation and cost management. The company follows 
a comprehensive strategy panning each and every activity in order to improve upon 
efficiency, throughput and product management, ultimately leading to a better 
product at an acceptable cost to the client. Called NASP – New Applications, 
Structures, Products and Processes, this strategy is based on four essential 
parameters: 

• new application(s) of a given structure 

• new structure for a given application 

• new packaging product line 

• new process to manufacture the same structure at a higher value addition. 

Any innovation, which has been introduced in the year of manufacture or two years 
prior, is called an NASP. The focus is on innovation with higher value addition 
from the perspective of both the customer and PPL. As a result, an NASP 
commands a premium over the product/ process it replaces. The company strives to 
keep the minimum contribution of NASPs in total sales at 30% for the year. 

This strategy, therefore, is helping PPL not only to maintain operating margins at 
12%+, but is also inculcating within the organization the drive to innovate while 
improving value added.  

 Outsourcing for the parent – a potential upside 
PPL exports to over 50 customers across South Asia, Africa, Middle East, Europe 
and the Americas. The international client list includes marquee names such as 
Unilever, Nestle, Cadbury and Colgate Palmolive.  

 PPL facing a sharp
increase in raw material
prices; under duress to

hold/ reduce finished
goods prices

PPL strives to keep
minimum contribution of

NASPs in total sales at
30% in a year
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With access to world-class manufacturing practices and technology of the parent, 
there is a fair chance of PPL becoming the outsourcing base for the group’s 
worldwide supplies. In addition, with a number of multinational companies looking 
at India as a sourcing base for manufacturing and supplying high-quality products, 
we expect PPL to be a sought after candidate for providing packaging solutions for 
Huhtamaki’s global clients. There are small, but clear, pointers to this development 
– whereas PPL contributes 4% to group sales, it has obtained approval for nearly 
20% of the capex being sanctioned. This indicates the increasing importance being 
attached to and faith being reposed in the Indian operations. As a result, PPL has 
earmarked an outlay of Rs1.5bn over two years (CY06-07) – its first significant 
capex in the last six years. 

 Capex – setting the stage for the next gear 
PPL is in the process of augmenting capacity in the immediate term. The company 
is setting up a Rs650m plant (in two phases) at Rudrapur in Uttaranchal and is 
erecting a fresh facility in Thane. The Rudrapur plant would help PPL cater to 
North-based clients better as PPL till now had no capacity in the second largest 
market for flexible packaging in India. The fist phase of the unit is expected to be 
operational in the last quarter of CY06. The capital output ratio being in the region 
of 1.5, the entire capacity would generate Rs1bn of sales once it is fully operational 
(H2CY07). The new facility in Thane would help raise sales from the plant to 
Rs2.2bn in CY08 against Rs1bn currently. Thus, PPL’s sales would increase by 
>50% by CY08 from Rs4.3bn in CY05. 

PPL contributes 4% to
group sales, while it has

obtained approval for over
20% of the capex being

sanctioned

PPL’s sales expected to
increase >50% by CY08

from Rs4.3bn in CY05
driven by capacity

expansion
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FINANCIALS AND VALUATIONS 
We expect PPL to register sales CAGR of 17% over CY06-08 on the back of 
rapid proliferation of Organized Retail in India. Ability to extract operational 
efficiencies would ensure sustenance of margins in the 12%+ region. Further 
possible upside from outsourcing opportunities, both for the parent’s global 
operations and to other global FMCG majors, make PPL an attractive 
investment candidate. We initiate coverage on PPL with an Outperformer rating 
and an 18-month price target of Rs475, a 41% upside from current levels. 

 Sales CAGR of 17% over CY06-08 
Phase 1 of the new capacity at Rudrapur is scheduled to become functional in 
Q4CY06 and the plant would go fully on stream in H2CY07. Modernization of the 
Thane plant would also be complete by Q4CY07. Driven by the expanded capacity, 
we estimate PPL to log in sales CAGR of 17% over CY06-08 while maintaining 
operating margins at 12%+ despite higher raw material prices.  

With the retailing revolution that is underway in India, Indian Organized retailing is 
expected to increase in size and as a percentage of the total retailing space in the 
country. Thus, we see the role of packaging undergoing a significant shift from that 
of an aider of purchase decisions to that of an influencer.   

Exhibit 9: Margins and RoCE holding despite capex and sharp increase in raw material prices 
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 Outsourcing opportunities – a potential kicker 
By virtue of its pedigree, PPL is well placed to capitalize on the increasing global 
outsourcing by Huhtamaki as well as the parent’s relationships with international 
FMCG and food majors looking to set up base in India. A planned investment of 
Rs1.5bn for expanding capacity at a time when raw material prices are shooting up 
clearly indicates that PPL has its sights set on the future. 

 Expect ~15% CAGR in earnings over CY06-08 
We estimate PPL to log in net profit CAGR of 15.3% over CY06-08, with EPS 
projected to touch Rs32.2 in CY08. RoCE during the period would be above the 
16% mark and RoE above 15%, with gearing undergoing no significant change 
from near zero levels currently. 

Despite higher raw
material prices, expect

operating margins of 12%
and RoCE of 16% in the

coming period

Outsourcing by parent and
its global FMCG

relationships – icing on
the cake
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 Initiating coverage with Outperformer, 18-month price target of Rs475 
Globally, packaging companies command an EV/ EBITDA of 7.5-9.0x in a steady 
state growth market and earn RoCE of 15-20%. PPL – with a much higher growth 
potential and expected 3-year sales CAGR of 17% – should attract better valuations. 
On a conservative basis, we have valued PPL in line with its global peers and 
attached EV/ EBITDA of 7.5x CY08E earnings. Given the strong earnings 
trajectory and attractive valuations, we initiate coverage on PPL with Outperformer 
rating. We have set an 18-month target price of Rs475 on the stock – 41% upside 
from the current levels. Returns on the stock would be back ended in light of the 
current capex being incurred by the company. 

Exhibit 10: EV/ EBIDTA and long-term growth of PPL vis-à-vis peers   
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Source: Bloomberg, SSKI Research 

Exhibit 11: RoCE of PPL vis-à-vis peers   
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 Concerns 
• A further spike in raw material prices: Our projections are based on raw material 

prices at close to their peak levels. Any further spike in the same (possibly due to 
crude touching US $ 100/ barrel) would affect margins in the short to medium 
term. 

• Low liquidity in the stock.  

We see huge upside
potential in the stock in
view of strong earnings
trajectory and attractive

valuations
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Earnings model  

Year to Dec (Rs m) CY04 CY05 CY06E CY07E CY08E 
Net sales 3,940 4,329 4,987 5,819 6,972
   % growth 3.0 9.9 15.2 16.7 19.8
Operating expenses 3,432 3,790 4,367 5,104 6,128
EBITDA 508 539 619 716 844
   % growth (9.1) 6.0 14.9 15.6 17.9
Other income 55 95 70 70 70
Net interest -6 -5 -15 -28 -38
Depreciation 221 249 255 300 345
Pre-tax profit 336 379 419 457 531
Deferred Tax (6) (30) - - -
Current Tax 102 132 113 119 127
Profit after tax 241 277 306 338 404
Preference dividend - - - - -
Non-recurring items - - - - -
NP after non-recurring items 241 277 306 338 404
   % growth (13.7) 14.8 10.6 10.6 19.4
 

Balance sheet     

Year to Dec (Rs m) CY04 CY05 CY06E CY07E CY08E 
Preference share capital - - - - -
Reserves & surplus 1,637  1,813  2,006  2,225  2,502 
Total shareholders' equity 1,762  1,938  2,132  2,350  2,628 
Total current liabilities 801  877  995  1,055  1,135 
Total Debt 130  163  189  366  489 
Deferred tax liabilities 90  60  60  60  60 
Other non-current liabilities - - - - -
Total liabilities 1,021  1,100  1,244  1,481  1,684 
Total equity & liabilities 2,784  3,039  3,375  3,831  4,311 
Net fixed assets 1,332  1,322  1,392  1,693  1,650 
Investments 1  1  1  1  1 
Total current assets 1,451  1,716  1,983  2,137  2,661 
Deferred tax assets - - - - -
Other non-current assets - - - - -
Working capital 650  839  988  1,082  1,526 
Total assets 2,784  3,039  3,375  3,831  4,311
  

Cash flow statement     

Year to Dec (Rs m) CY04 CY05 CY06E CY07E CY08E 
Pre-tax profit  336   379   419   457  531 
Depreciation  221   249   255   300  345 
chg in Working capital  (123)  (195)  (117)  (160)  (475)
Total tax paid  (102)  (132)  (113)  (119)  (127)
Ext ord. Items  (3)  (48)  -     -     -
Operating cash Inflow  330   253   444   479  274 
Capital expenditure  (453)  (193)  (325)  (601)  (302)
Free cash flow (a+b)  (123)  60   119   (122)  (28)
Chg in investments  213   16   33   50   -
Debt raised/(repaid)  28   33   26   177  123 
Capital raised/(repaid)  -     -     -     -     -
Dividend (incl. tax)  (85)  (99)  (113)  (120)  (127)
Misc  -     -     -     -     -
Net chg in cash  32   10   64   (16)  (32)
 

Key ratios      

Year to Dec  CY04 CY05 CY06E CY07E CY08E 
EBITDA margin (%) 12.9  12.4  12.4  12.3  12.1  
EBIT margin (%) 7.3  6.7  7.3  7.1  7.2  
PAT margin (%) 6.1  6.4  6.1  5.8  5.8  
RoE (%) 14.3  15.0  15.0  15.1  16.2  
RoCE (%) 15.2  14.0  16.0  16.1  16.8  
RoCE - WACC (%) 4.8  2.3  3.7  3.8  4.7  
Gearing (x) 0.1  0.1  0.1  0.2  0.2 
 

Valuations     

Year to Dec CY04 CY05 CY06E CY07E CY08E 
Adj. EPS (Rs) 19.2  22.1  24.4  27.0  32.2  
PER (x) 17.6  15.3  13.8  12.5  10.5  
Price/Book (x) 2.4  2.2  2.0  1.8  1.6  
EV/Net sales (x) 1.1  1.0  0.8  0.8  0.7  
EV/EBITDA (x) 8.1  7.8  6.7  6.2  5.4  
EV/CE (x) 2.1  1.9  1.8  1.6  1.4 
 

Shareholding pattern     

Promoters
70%

FIIs & MFs
14%

FIs
1%

Public
15%

 
As of March 2006 
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