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COMPANY UPDATE 
Sintex Industries (SNTX.BO) 

Buy Equity Research

Concerns on moderation in growth and foreign debt priced in; Buy 

What's changed 

The recent underperformance of Sintex (down 28% vs. Sensex down 7.3% 

over 1m) can primarily be attributed to: (1) its $225mn FCCB outstanding in a 

depreciating rupee environment; (2) exposure to the EU through its foreign 

custom-moldings subsidiaries (FY12E - 23% revenue and 12% EBITDA) in a 

slowing European economy, and (3) concerns on the company’s foray into the 

power EPC business with the promoter group to set up a 300MW power plant.

Implications 

We maintain our Buy rating as: (1) we expect strong overall growth at 

14%/12% in FY12E/13E despite building in a slowdown in the European 

business where we now expect 2%/5% revenue decline in FY12E/13E; 

1HFY12 revenue grew by 23% yoy but we expect moderation in 2HFY12E; 

(2) We believe concerns relating to its FCCB are overdone as, only 

US$110mn has been utilized by the company so far and repayment is due 

in March 2013. However, we assume the repayment of FCCB at Rs 

55/US$ in our base case  and assume MTM losses in FY12 at that same 

rate; (3) We also lower our margins, building some loss of operating 

leverage, resulting in a total decline of 120 bps over FY12E. Though, we 

still expect positive cash flow before investing for FY12E-14E. Thus, as a 

result, we cut our EPS for FY12E/13E/14E by 32%/19%/15%.  

Valuation 

Sintex trades at 3.6X 12 m forward P/E and 0.6X 12 m forward P/B vs. 5-

year median P/E of 11X and P/B of 2X, attractive valuations in our view 

given normalized EPS growth in mid-teens over FY13E-FY14E and high 

ROEs of 17%. We lower our TP to Rs 130 (from Rs 200 earlier) based on 7X 

FY13E (from 10X earlier) due to moderating growth and flattening returns 

over FY12. 

Key risks 

(1) prolonged slowdown in telecom and auto business segments, (2) 

volatile raw material prices (3) business diversification 
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Sintex Industries (SNTX.BO)

Asia Pacific Industrials Peer Group Average

Key data Current

Price (Rs) 70.25

12 month price target (Rs) 130.00

Market cap (Rs mn / US$ mn) 19,178.3 / 362.7

Foreign ownership (%) 39.7

3/11 3/12E 3/13E 3/14E

EPS (Rs) New 16.85 11.29 18.54 22.95

EPS revision (%) 0.0 (31.8) (18.5) (15.2)

EPS growth (%) 38.8 (33.0) 64.2 23.8

EPS (dil) (Rs) New 16.85 11.29 18.54 22.95

P/E (X) 4.2 6.2 3.8 3.1

P/B (X) 0.8 0.7 0.6 0.5

EV/EBITDA (X) 8.0 4.1 3.5 2.8

Dividend yield (%) 1.1 1.2 1.4 1.5

ROE (%) 21.2 12.1 17.1 17.8

CROCI (%) 16.4 17.5 15.0 14.9
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Profit model (Rs mn) 3/11 3/12E 3/13E 3/14E Balance sheet (Rs mn) 3/11 3/12E 3/13E 3/14E

Total revenue 44,837.1 51,233.7 57,366.1 65,916.6 Cash & equivalents 9,861.1 11,590.0 1,673.1 3,524.8

Cost of goods sold (27,796.9) (32,619.4) (36,437.7) (41,671.1) Accounts receivable 14,228.9 16,703.6 18,702.9 21,490.6

SG&A (10,376.6) (11,775.2) (13,184.6) (15,149.8) Inventory 3,769.9 4,659.9 5,205.4 5,953.0

R&D -- -- -- -- Other current assets 5,146.6 5,146.6 5,146.6 5,146.6

Other operating profit/(expense) 13.9 0.0 0.0 0.0 Total current assets 33,006.4 38,100.1 30,728.1 36,115.1

EBITDA 8,154.6 8,625.0 9,743.5 11,261.7 Net PP&E 24,038.0 27,256.8 29,068.4 30,909.2

Depreciation & amortization (1,491.0) (1,785.9) (1,999.7) (2,165.9) Net intangibles 3,634.7 3,634.7 3,634.7 3,634.7

EBIT 6,663.6 6,839.1 7,743.8 9,095.8 Total investments 3,775.2 3,775.2 3,775.2 3,775.2

Interest income -- 591.7 695.4 100.4 Other long-term assets 0.0 0.0 0.0 0.0

Interest expense (1,089.2) (1,644.0) (1,510.9) (592.4) Total assets 64,454.3 72,766.8 67,206.4 74,434.2

Income/(loss) from uncons. subs. 0.0 0.0 0.0 0.0

Others 517.7 8.3 4.6 99.6 Accounts payable 3,947.3 4,491.7 5,186.5 5,959.6

Pretax profits 6,092.2 5,795.2 6,932.9 8,703.3 Short-term debt 4,428.5 2,247.9 5,247.9 5,247.9

Income tax (1,508.3) (1,506.7) (1,871.9) (2,436.9) Other current liabilities 6,571.2 11,234.5 11,398.5 11,586.9

Minorities 16.3 0.0 0.0 0.0 Total current liabilities 14,947.0 17,974.1 21,832.9 22,794.3

Long-term debt 23,309.3 25,489.9 11,009.6 11,009.6

Net income pre-preferred dividends 4,600.1 4,288.4 5,061.0 6,266.4 Other long-term liabilities 2,182.8 2,205.3 2,205.3 2,205.3

Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 25,492.1 27,695.2 13,214.9 13,214.9

Net income (pre-exceptionals) 4,600.1 4,288.4 5,061.0 6,266.4 Total liabilities 40,439.1 45,669.3 35,047.8 36,009.3

Post-tax exceptionals 0.0 (1,206.0) 0.0 0.0

Net income 4,600.1 3,082.4 5,061.0 6,266.4 Preferred shares 0.0 0.0 0.0 0.0

Total common equity 24,015.2 27,097.5 32,158.5 38,424.9

EPS (basic, pre-except) (Rs) 16.85 15.71 18.54 22.95 Minority interest 0.0 0.0 0.0 0.0

EPS (basic, post-except) (Rs) 16.85 11.29 18.54 22.95

EPS (diluted, post-except) (Rs) 16.85 11.29 18.54 22.95 Total liabilities & equity 64,454.3 72,766.8 67,206.4 74,434.2

DPS (Rs) 0.79 0.87 0.95 1.05

Dividend payout ratio (%) 4.7 7.7 5.1 4.6 BVPS (Rs) 87.97 99.26 117.80 140.75

Free cash flow yield (%) (10.6) (2.5) 12.4 12.2

Growth & margins (%) 3/11 3/12E 3/13E 3/14E Ratios 3/11 3/12E 3/13E 3/14E

Sales growth 36.6 14.3 12.0 14.9 CROCI (%) 16.4 17.5 15.0 14.9

EBITDA growth 62.9 5.8 13.0 15.6 ROE (%) 21.2 12.1 17.1 17.8

EBIT growth 87.2 2.6 13.2 17.5 ROA (%) 7.6 4.5 7.2 8.8

Net income growth 39.8 (33.0) 64.2 23.8 ROACE (%) 13.8 11.9 12.6 13.5

EPS growth 38.8 (33.0) 64.2 23.8 Inventory days 47.1 47.2 49.4 48.9

Gross margin 38.0 36.3 36.5 36.8 Receivables days 99.1 110.2 112.6 111.3

EBITDA margin 18.2 16.8 17.0 17.1 Payable days 51.8 47.2 48.5 48.8

EBIT margin 14.9 13.3 13.5 13.8 Net debt/equity (%) 74.4 59.6 45.4 33.1

Interest cover - EBIT (X) 6.1 6.5 9.5 18.5

Cash flow statement (Rs mn) 3/11 3/12E 3/13E 3/14E Valuation 3/11 3/12E 3/13E 3/14E

Net income pre-preferred dividends 4,600.1 4,288.4 5,061.0 6,266.4

D&A add-back 1,491.0 1,785.9 1,999.7 2,165.9 P/E (analyst) (X) 4.2 6.2 3.8 3.1

Minorities interests add-back (6.7) (6.7) (6.7) (6.7) P/B (X) 0.8 0.7 0.6 0.5

Net (inc)/dec working capital (4,467.4) (5,290.4) (1,850.0) (2,762.3) EV/EBITDA (X) 8.0 4.1 3.5 2.8

Other operating cash flow 1,079.6 2,265.0 822.1 498.7 EV/GCI (X) 1.3 0.7 0.6 0.5

Cash flow from operations 2,696.6 3,042.3 6,026.2 6,162.1 Dividend yield (%) 1.1 1.2 1.4 1.5

Capital expenditures (7,690.0) (3,524.7) (3,647.3) (3,818.3)

Acquisitions 0.0 0.0 0.0 0.0

Divestitures 0.0 0.0 0.0 0.0

Others 5,408.0 591.7 695.4 100.4

Cash flow from investments (2,282.0) (2,933.0) (2,951.9) (3,717.9)

Dividends paid (common & pref) (194.2) 0.0 0.0 0.0

Inc/(dec) in debt 1,434.4 0.0 (11,480.3) 0.0

Common stock issuance (repurchase) 0.0 0.0 0.0 0.0

Other financing cash flows (1,089.1) 1,619.7 (1,510.9) (592.4)

Cash flow from financing 151.1 1,619.7 (12,991.1) (592.4)

Total cash flow 565.7 1,728.9 (9,916.9) 1,851.7 Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.
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Overview 

Exhibit 1: Sintex has significantly underperformed the benchmark over the past 1 m 
Indexed performance of Sintex and BSE Sensex 

 

Source: Company data, DataStream. 

 

Exhibit 2: We expect moderate growth over the next 2 

years: returns of 16% and EPS growth of 11% - justifies a 

multiple of 7X      
Various operating matrices for Sintex 

 

Exhibit 3: The decline is primarily driven by our 2%/5%  

drop yoy in the European business and moderation in its 

Monolithic segment growth 
Segment revenue growth - yoy 

 

Source: Company data, Goldman Sachs Research estimates. 
 

Source: Company data, Goldman Sachs Research estimates. 
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Exhibit 4: Despite margin decline expectations over the 

next 2 years on high RM prices and operating leverage – 

we expect a healthy margin of +13%   
EBIT margin profile 

 

Exhibit 5: We now build in an FCCB repayment at the rate 

of Rs 55: no cash impact expected in FY12E as repayment 

is due in March 2013 
Details on FCCB outstanding for Sintex 

 

Source: Company data, Goldman Sachs Research estimates. 
 

Source: Company data, Goldman Sachs Research estimates. 

 

 

 

 

Exhibit 6: Sintex currently trades at a 12m forward P/E of 

3.6X – vs its 5-yr median 12m forward P/E of 11X – our TP 

at 7X is due to slowing growth and moderating returns 
12-m fwd P/E - Sintex 

 

Exhibit 7: Sintex currently trades at a 12m forward P/B of 

0.6X – 70% below its 5-yr median 12m forward P/B of 2X
12-m fwd P/B - Sintex 

 

Source: Company data, Datastream, Goldman Sachs Research estimates. 
 

Source: Company data, Datastream, Goldman Sachs Research estimates. 
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Particulars Amount

Total FCCB outstanding (US$ mn) 225       

Total FCCB outstanding including premium 

(Rs mn) @ 55 X110 6,050      

Total FCCB outstanding still in escrow (Rs mn) 

@ 45 X115 5,175      

Premium on redemption 3,255    

Total cash outflow 14,480  
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Disclosure Appendix 
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the specific recommendations or views expressed in this report. 

Investment Profile 

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and 

market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites 

of several methodologies to determine the stocks percentile ranking within the region's coverage universe. 

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows: 
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of various return on capital measures, e.g. CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend 

yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.  

Quantum 

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 

in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets. 

GS SUSTAIN 

GS SUSTAIN is a global investment strategy aimed at long-term, long-only performance with a low turnover of ideas.  The GS SUSTAIN focus list 

includes leaders our analysis shows to be well positioned to deliver long term outperformance through sustained competitive advantage and 

superior returns on capital relative to their global industry peers.  Leaders are identified based on quantifiable analysis of three aspects of corporate 
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As of October 1, 2011, Goldman Sachs Global Investment Research had investment ratings on 3,198 equity securities. Goldman Sachs assigns 

stocks as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold 

and Sell for the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' 

below. 
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Regulatory disclosures 

Disclosures required by United States laws and regulations 

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager 
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The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 
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Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 

or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned 

as a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment 

Lists to a global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular 

coverage group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent 

investment recommendations focused on either the size of the potential return or the likelihood of the realization of the return.   

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 

with the price target.  Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in 

each report adding or reiterating an Investment List membership.  

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 

http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment 

outlook on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive (A). The investment outlook over the 

following 12 months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The investment outlook 

over the following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment 

outlook over the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.  

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in 

an advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). 
Goldman Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis 

for determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment 

rating and price target, if any, are no longer in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has 

suspended coverage of this company. Not Covered (NC). Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). 
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