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TCPL Packaging Ltd

Strong growth across segments & markets

s TCPL Packaging posted 31.9% yoy (+3.7% qoq) sales growth in 3Q led by
strong momentum in exports and c.18% growth in the domestic business.

m Export contribution continues to rise, as per our estimates, settling at 36% of
IMFY25 sales (vs. 31.3%/30% salience in OMFY24/FY24, respectively).

= We retain our ADD rating on TCPL Packaging with a higher target price of
Rs4,380 (22x FY27F EPS) and it remains our high-conviction stock idea.

Recovery in domestic sales & aggressive export growth drive beat

TCPL Packaging (or TCPL) posted a strong 31.9% yoy (+3.7% qoq) sales growth in
3QFY25, beating our estimate by 15%. The growth was led by strong momentum in exports
and a recovery in domestic business growth. We estimate exports to have grown ¢.65%
yoy (on an estimated 12% yoy growth in 3QFY24), implying a ¢.18% yoy growth in
domestic sales (on an estimated 9.2% yoy decline in 3QFY24), supported by strong growth
in flexible packaging products and sustained momentum in folding cartons. Considering
that the domestic FMCG industry’s growth remains subdued (55-60% of TCPL’s sales),
gradually improving volume for the industry bodes well for TCPL. Its new facility in Chennai
is expected to commence operations by the end of 4QFY25F, which can add Rs700-800m
to its topline, and should take ¢.6-12 months to reach the optimum level of utilization. TCPL
has announced an exclusive manufacturing agreement with Ventit, which supplies pizza
boxes (with heat retention technology) to leading QSR players, thereby providing an
additional fillip to growth. We expect more launches to be announced in the medium term.

Subsidiary’s bizis firming up - expected to grow in high double-digits
TCPL'’s arm, Creative Offset Packaging Pvt. Ltd (COPPL) is expected to exit the year with
Rs500m in sales, implying a 26% yoy growth in FY25F, along with high double-digit
momentum expected in FY26F. COPPL achieved breakeven in 9MFY25 & should
gradually aid margins as its utilization improves, with rigid boxes fetching a better margin
vs. core business.

Margins are expected to remain range-bound in the medium term

Gross margin contracted by 140bp yoy (-300bp goq) to 40.2%. EBITDA grew by 29.4%
yoy to Rs706m, ~5% above our estimate. The EBITDA margin stood at 14.7%, contracting
30bp yoy (-190bp goq). Raw material prices are expected to remain stable in the near term.

Reiterate ADD rating with a higher target price of Rs4,380

Since our initiation in Oct 2024, the stock is up ¢.18% vs an ¢.18% decline in the Nifty
Smallcap 100 Index. We believe TCPL is in a strong position compared to the industry, led
by structural improvement in its export business and a gradually improving domestic
market, which was subdued last year. Gradually improving utilization level at its subsidiary
COPPL provides further margin comfort. We maintain our high-conviction ADD rating on
TCPL with a higher target price of Rs4,380, or 22x FY27F EPS, from Rs4,250 earlier.
Downside risk: Slowdown in its export growth & sustained weakness in domestic markets.

Financial Summary Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Revenue (Rsm) 14,749 15,414 18,087 20,433 23,391
Operating EBITDA (Rsm) 2,360 2,514 2,890 3,300 3,829
Net Profit (Rsm) 1,104 1,014 1,268 1,458 1,803
Core EPS (Rs) 107.5 111.4 139.3 160.2 198.1
Core EPS Growth 108.8% 3.6% 25.1% 15.0% 23.6%
FD Core P/E (x) 28.71 31.28 25.02 21.75 17.59
DPS (Rs) 10.0 23.7 22.0 27.9 32.0
Dividend Yield 0.57% 0.63% 0.80% 0.92% 1.14%
EV/EBITDA (x) 15.48 14.46 12.73 11.11 9.49
P/FCFE (x) 53.64 40.69 49.88 25.20 37.58
Net Gearing 108.5% 88.4% 81.2% 66.4% 51.9%
P/BV (X) 7.18 6.03 5.06 4.26 3.57
ROE 25.0% 21.0% 22.0% 21.3% 22.1%
% Change In Core EPS Estimates 8.41% 3.86% 3.00%

InCred Research/Consensus EPS (x)
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Strong growth across segments & markets

Takeaways from 3QFY25 earnings conference call
Highlights

¢ Growth was driven by healthy delivery from both flexible packaging and core-
folding cartons, with a favourable product mix. In the domestic market, flexible
packaging posted stronger growth, with stable growth in folding cartons.

Exports saw very strong growth from the folding carton segment.

e The exclusive manufacturing agreement with Ventit will enhance TCPL'’s play,
with its presence in the food delivery packaging segment.

o Ventit currently supplies pizza boxes with heat retention technology to
premium QSR chains in Mumbai, Goa, Bengaluru and New Delhi among
other markets.

o  With TCPL’s manufacturing strength, the product can be offered to leading
QSR chains.

o TCPL does not require additional capex for this product and can produce
it at its existing manufacturing facilities spread across India.

e Capex outlay in FY25F is expected at Rs1.5bn.

Figure 1: Quarterly results summary — consolidated
Rs m 3QFY24 2QFY25 3QFY25 YoY (%) QoQ (%) 9MFY24  9MFY25 Gr. (%)
Revenue 3,636 4,626 4,797 31.9 3.7 11,409 13,479 18.1
Expenditure 3,090 3,857 4,091 324 6.0 9,598 11,290 17.6
Consumption of raw materials 2,122 2,625 2,867 35.1 9.2 6,610 7,760 17.4
as % of sales 58.4% 56.7%  59.8% 57.9% 57.6%
Employee costs 366 423 414 13.0 -2.1 1,088 1,247 14.6
as % of sales 10.1% 9.1% 8.6% 9.5% 9.2%
Other expenditure 602 810 810 34.5 0.1 1,899 2,283 20.2
as % of sales 16.6% 17.5%  16.9% 16.6% 16.9%
EBITDA 546 769 706 29.4 -8.2 1,811 2,189 20.9
Depreciation 182 191 193 6.0 11 527 571 8.4
EBIT 363 578 513 411 -11.3 1,284 1,618 26.1
Other income 67 6 120 785 1,798.1 101 143 41.7
Interest 149 138 150 0.9 8.3 415 419 0.9
PBT 282 446 483 71.2 8.3 969 1,342 38.5
Total tax 94 91 105 12.0 16.4 261 292 11.7
Adjusted PAT 188 355 377 100.8 6.2 707 1,050 48.4
(Profit)/loss from JVs/Ass/MI 0.0 0.0 0.0 NA NA 0.0 0.0 NA
APAT after Ml 188 355 377 100.8 6.2 707 1,050 48.4
Extraordinary items 0 0 0 NA NA 0 0 NA
Reported PAT 188 355 377 100.8 6.2 707 1,050 48.4
Adj. EPS 20.6 39.0 41.5 100.8 6.2 7.7 115.4 48.4
Margins (%) 3QFY24 2QFY25 3QFY25 (bp) (bp) 9MFY24  9MFY25 (bp)
Gross margin 41.6 43.3 40.2 -140 -300 42.1 42.4 40
EBITDA 15.0 16.6 14.7 -30 -190 15.9 16.2 40
EBIT 10.0 12.5 10.7 70 -180 11.3 12.0 80
EBT 7.8 9.6 10.1 230 40 8.5 10.0 150
PAT 5.2 7.7 7.9 270 20 6.2 7.8 160
Effective tax rate 33.4 20.3 21.8 -1,150 150 27.0 21.8 -520
Figure 2: Our revised earnings estimates
FY25F FY26F FY27F
Y/E Mar (Rs m) Earlier Revised % Change Earlier Revised % Change Earlier Revised % Change
Revenue 17,086 18,087 5.9 19,210 20,433 6.4 22,073 23,391 6.0
EBITDA 2,875 2,890 0.5 3,313 3,300 (0.4) 3,858 3,829 (0.8)
EBITDA Margin (%) 16.8% 16.0% -85bp 17.2% 16.1% -110bp 17.5% 16.4% -110bp
Net Profit 1,169 1,268 8.4 1,404 1,458 3.8 1,750 1,803 3.0
EPS 128.5 139.3 8.4 154.3 160.2 3.8 192.3 198.1 3.0
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Figure 3: Peer valuation summary

Compan CMP M-cap (m) CAGR FY24-FY26F P/E (x) EV/EBITDA (x) EV/Sales (x)
pany P Sales EBITDA EPS FY24 FY25F FY26F FY24 FY25F FY26F FY24 FY25F FY26F
Domestic Peers Currency
EPL INR 245 78,096 9% 16% 29% 30.4 23.0 18.4 11.8 10.0 8.8 2.1 2.0 1.8
Huhtamaki India INR 201 15,172 8% 44% 52% 22.3 15.0 9.6 11.3 7.8 5.4 0.5 0.5 0.4
Mold-Tek Packaging INR 529 17,576  14% 15% 12% 27.9 28.6 22.2 14.1 12.8 10.6 2.6 2.3 2.0
TCPL Packaging INR 3,775 34,357 15% 15% 20% 33.9 27.1 23.6 15.5 13.7 11.9 2.2 1.8 1.6
Domestic Average INR 28.7 23.4 18.4 13.2 11.1 9.2 1.8 1.6 1.5
Global Peers Currency CMP M-cap (m)
Packaging Corp of America uUsD 213 19,084 5% 11% 14% 23.3 19.9 18.1 12.6 11.1 10.3 2.5 2.3 2.3
International Paper Co Usb 56 29,590 16% 38% 68% 45.4 20.1 16.1 18.1 11.5 9.5 1.9 1.5 1.4
Amcor PLC uUsb 10 14,555 7% 8% 7% 14.5 13.7 12.6 10.9 10.7 9.3 1.6 1.6 1.4
Graphic Packaging Holding Co USD 27 8,013 0% 3% 5% 10.6 10.4 9.6 7.7 7.6 7.3 15 15 1.5
Sonoco Products USsD 48 4,693 14% 15% 12% 9.4 7.9 7.5 7.4 5.8 5.6 1.2 1.0 0.9
USA Average uUsb 20.6 14.4 12.8 11.4 9.3 8.4 1.7 1.6 15
Huhtamaki Oyj EUR 39 4,151 4% 5% 9% 15.9 14.4 13.3 8.9 8.5 8.1 1.3 1.3 1.2
Stora Enso OYJ EUR 11 8,608 7% 18% 48% 26.4 18.7 12.1 9.9 8.9 7.1 1.4 1.3 1.2
Europe Average EUR 211 16.6 12.7 9.4 8.7 7.6 13 1.3 1.2
Figure 4: TCPL Packaging’s one-year forward P/E trades above +2SD level
— 1yr Fwd P/E (x) Historical avg (10x) = - - - +1 SD (16x)
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BY THE NUMBERS

P/BV vs ROE 12-mth Fwd FD Core P/E vs FD
8.00 [ %6 40 Core EPS Growth 400
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e Rolling P/BV (x) (Ihs) ROE (rhs) 12-mth Fwd Rolling FD Core P/E (x) (Ihs)
Profit & Loss
(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Total Net Revenues 14,749 15,414 18,087 20,433 23,391
Gross Profit 5,870 6,576 7,651 8,705 10,009
Operating EBITDA 2,360 2,514 2,890 3,300 3,829
Depreciation And Amortisation (639) (716) (770) (909) (1,001)
Operating EBIT 1,721 1,799 2,120 2,391 2,828
Financial Income/(Expense) (474) (559) (572) (609) (604)
Pretax Income/(Loss) from Assoc.
Non-Operating Income/(Expense) 96 106 153 175 196
Profit Before Tax (pre-El) 1,343 1,346 1,701 1,957 2,420
Exceptional Items 173
Pre-tax Profit 1,516 1,346 1,701 1,957 2,420
Taxation (411) (332) (434) (499) (617)
Exceptional Income - post-tax
Profit After Tax 1,104 1,014 1,268 1,458 1,803
Minority Interests
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 1,104 1,014 1,268 1,458 1,803
Recurring Net Profit 979 1,014 1,268 1,458 1,803
Fully Diluted Recurring Net Profit 979 1,014 1,268 1,458 1,803
Cash Flow
(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
EBITDA 2,360 2,514 2,890 3,300 3,829
Cash Flow from Invt. & Assoc. 18
Change In Working Capital (1,095) 123 (601) (493) (662)
(Incr)/Decr in Total Provisions 6 32 40 20 20
Other Non-Cash (Income)/Expense 173
Other Operating Cashflow 470 606 534 581 524
Net Interest (Paid)/Received (474) (559) (572) (609) (604)
Tax Paid (365) (377) (434) (499) (617)
Cashflow From Operations 1,093 2,340 1,858 2,300 2,489
Capex (965) (1,423) (1,450) (1,250) (1,250)
Disposals Of FAs/subsidiaries
Acq. Of Subsidiaries/investments (4) (27) (20) (20) (40)
Other Investing Cashflow 70 (115) (52) (22) (5)
Cash Flow From Investing (900) (1,565) (1,522) (1,292) (1,295)
Debt Raised/(repaid) 397 5 300 250 (350)
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid (91) (182) (254) (292) (361)
Preferred Dividends
Other Financing Cashflow (524) (584) (560) (593) (535)
Cash Flow From Financing (217) (761) (513) (634) (1,246)
Total Cash Generated (23) 14 a77) 374 (52)
Free Cashflow To Equity 591 779 636 1,258 844
Free Cashflow To Firm 668 1,333 907 1,617 1,798
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BY THE NUMBERS...cont’d

Balance Sheet

(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Total Cash And Equivalents 73 246 100 505 484
Total Debtors 2,954 3,449 3,809 4,269 4,838
Inventories 2,410 2,060 2,676 3,023 3,461
Total Other Current Assets 286 326 350 389 483
Total Current Assets 5,724 6,080 6,935 8,186 9,266
Fixed Assets 5,734 6,850 7,604 8,010 8,329
Total Investments
Intangible Assets 22 48 68 88 128
Total Other Non-Current Assets 704 297 397 497 597
Total Non-current Assets 6,460 7,195 8,069 8,595 9,054
Short-term Debt 2,955 2,644 2,744 2,794 2,744
Current Portion of Long-Term Debt
Total Creditors 1,622 1,807 2,081 2,351 2,692
Other Current Liabilities 502 566 652 714 792
Total Current Liabilities 5,079 5,017 5,477 5,860 6,228
Total Long-term Debt 1,932 2,248 2,448 2,648 2,348
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 285 294 309 317 326
Total Non-current Liabilities 2,217 2,542 2,757 2,965 2,673
Total Provisions 452 459 499 519 539
Total Liabilities 7,748 8,018 8,733 9,343 9,440
Shareholders Equity 4,418 5,257 6,271 7,438 8,880
Minority Interests 18
Total Equity 4,435 5,257 6,271 7,438 8,880
Key Ratios

Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Revenue Growth 35.8% 4.5% 17.3% 13.0% 14.5%
Operating EBITDA Growth 52.3% 6.5% 14.9% 14.2% 16.0%
Operating EBITDA Margin 16.0% 16.3% 16.0% 16.1% 16.4%
Net Cash Per Share (Rs) (529.00) (510.56) (559.53) (542.50) (506.34)
BVPS (Rs) 485.45 577.72 689.16 817.33 975.81
Gross Interest Cover 3.63 3.22 3.71 3.93 4.68
Effective Tax Rate 27.1% 24.7% 25.5% 25.5% 25.5%
Net Dividend Payout Ratio 19.5% 19.7% 20.0% 20.0% 20.0%
Accounts Receivables Days 64.73 75.81 73.23 72.15 71.05
Inventory Days 87.25 92.30 82.82 88.67 88.42
Accounts Payables Days 67.52 70.80 68.00 68.97 68.77
ROIC (%) 17.2% 16.9% 17.4% 18.1% 19.7%
ROCE (%) 20.0% 18.5% 19.6% 19.7% 21.0%
Return On Average Assets 12.3% 12.4% 13.0% 13.0% 13.7%
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DISCLAIMER

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research
Services Private Ltd. (formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL"). IRSPL is registered with
SEBI as a Research Analyst vide Registration No. INH000011024. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its
trademark for use in this report.

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related companies. This report is not
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing
requirements within such jurisdictions.

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated,
stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any
purpose without the prior written consent of IRSPL.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant;
(i) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy,
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
disseminated by regulatory information services, other publicly available information and information resulting from our research. While every effort is
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any
person to buy or sell any investments.

The opinions expressed are based on information which is believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made (information barriers and other arrangements may be established, where necessary, to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.
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different conclusion from the information presented in this report.

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report

Research Analyst or his/her relative(s) or InCred Research Services Private Limited or our associate may have any financial interest in the subject
company.
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Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




