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Net Sales grew by 21% to Rs.206.53 crore.
OPM increased marginaly at 11.8%.

PBT (before extraordinary items) spurted by 41.4%
to Rs.20.7 crore.

» However, PAT declined to Rs14 crore, a fdl of
21.5%.

Futur e Prospects

» Isexpanding international operations.

» One of magor growth drivers in future will be

Himacha Pradesh (HP) plant set up in a tax haven,
which will boost its bottomline.

Valuation

>

Company’s pioneering efforts in bringing strong
branding in FMCG branded bazaar segment will
enable its topline to grow @ CAGR of 20% and with
HP units contributing to profits and leading to tax
savings, bottomline is expected to grow @ CAGR of
27.5% over next few years.

At CMP, the share is trading at 19.4 times FY 2007
expected EPS of Rs5.2 and 15.6 times FY 2008
expected EPS of Rs.6.3. In view of bright prospects,
we recommend to “HOLD”

| Financial Summary Rs. Crore
For Year Ending March Q4FY 05 [ Q4FY 06 2005 A 2006 A 2007 E 2008 E
Net Sales 170.7 206.5 769.5 907.5 1,129.0 1,354.8
% Change 21.0% 17.9% 24.4% 20.0%
EBITDA 21.7 28.1 135.1 160.5 206.5 247.0
% Change 29.6% 18.8% 28.7% 19.6%
EBITDA (%) 11.4% 11.8% 16.3% 15.8% 16.5% 16.5%
Interest Expenses/ (Income) 0.4 0.4 1.7 15 0.3 (1.6)
Depreciation 6.6 7.1 27.0 275 29.3 316
P.B.T.(before extraordinary items) 14.6 20.7 106.4 131.5 176.9 217.0
Net Profit 17.8 14.0 76.6 90.7 130.3 159.9
% Change -21.5% 18.4% 43.7% 22.7%
Annualised EPS (Rs) 2.8 2.2 3.0 3.6 5.2 6.3
Equity Capital (Re. 1/- paid up) 25.2 25.2 25.2 25.2
Book Value (Rs) 14.2 16.3 19.9 24.3
RONW (%) 23.0% 23.6% 28.6% 28.7%
ROCE (%) 34.4% 37.0% 44.3% 49.3%
P/E (x) 32.93 27.83 19.37 15.79
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Q4 FY 2006 Result Analysis

> Net Sales increased by 21% to Rs.206.5 crore mainly led by 23.2% growth in its Consumer & bazaar
products segment to Rs.170.63 crore (constituting 71.4% of Net Sales). Industrial Products division
(constitutes balance 28.6% of Net Sales) grew by 10.9% to Rs.68.39 crore.

» OPM% was almost constant at 11.8%. While PBIT % of Consumer & bazaar Products division declined to
13.9% (16.4%), PBIT% of Industrial Products division improved to 13.9%. (4.6%).

» Higher Net Sales coupled with improved margins and higher other income of Rs.3.69 crore (Rs.2.27 crore) on
account of profit on investments Rs.1.23 crore, led to 41.4% spurt in PBT (before extraordinary items) to
Rs.20.7 crore.

» However PAT declined by 21.5% to Rs.14 crore, on account of writeback — deferred tax Rs.2.53 crore and
past tax provision of Rs.3.62 crorein Q4 FY 2005.

FY 2006 Result

» Net Sales increased by 17.9% to Rs. 907.52 crore led by 21.6% increase in turnover of Consumer & bazaar
products division to Rs.789.33 crore (Rs.649.05 crore).

» OPM% declined marginally to 15.8% (16.3%) due to decline in PBIT% of Consumer & Bazaar products
division to 19.6% (20.7%)

> After accounting for higher other income of Rs.17.48 crore (Rs.10.07 crore), PBT (before extraordinary
items), increased by 23.6% to Rs.131.5 crore (Rs.106.41 crore). A higher tax rate of 30.9% (27.9%)
restricted growth in PAT to 18.4% at Rs.90.7 crore.

Futur e Prospects

» Pidilite’s portfolio consists of formidable brands like Fevicol, M-Seal, Roff and Dr.Fixit. Fevicol continues
to be generic in adhesive space and dominates almost 25% of total turnover. Dr.Fixit brand is used for
waterproofing, repair and rehabilitation and has a great potential in India. Roff too has emerged as a strong
retail brand.

» Company is expanding in overseas markets of Bangladesh, Middle East, Egypt, Saudi Arabiaetc. AsMNCs
are not present in most of these markets, Pidilite can make a headway. Pidilite is expanding its international
operations through mergers and acquisitions.

» Commissioning of Company’s new plantsin tax haven of HP @ total capex of Rs.50-60 crore plants will be
good growth and profit driver for Pidilite as it will have excise & sales tax exemptions in addition to income
tax benefit of 100% for 5 years & 30% for next 5 years. Two smaller plants have come up and in case of
remaining two, production is to be started from April 2006 and another in June 2006. HP unit will have an
impact on OPM from FY 2007.

Recommendation

» At CMP, the shareistrading at 19.4 times FY 2007 expected EPS of Rs.5.2 and 15.6 times FY 2008 expected
EPS of Rs.6.3. Inview of bright prospects, we recommend to“HOLD”

Disclosures

The author may have held / hold the above-mentioned securities in their personal accounts or on behalf of the
clients. The information contained has been obtained from sources believed to be reliable. While taking utmost
care in making the report, the authors or the company does not take responsibility for the consequences of the
report. All investment, information and opinion are subject to change without notice. The investment
recommendations may not be suitable to all theinvestors.




