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Innovation-Growth driver

Uflex has been at the forefront of innovation and in the past has
added several feathers to its cap viz 3D bags, flexi tubes, High
Barrier Laminate for Packaging Snacks etc. This innovation has
been the fulcrum of its growth story. Going forth game changing

Foray into Asceptic packaging to drive the next leg of growth

Uflex is setting up a Rs 550 crore Asceptic Packaging Material

AT A GLANCE
52 Week High Low

:20170/110.65

Mkt. Cap (Rs. in Crs)

:1315

Project for packing liquids at Sanand, Gujarat. Global major Tetra
Packaging is the only player currently operating in this space in
India. We believe that Uflex’s foray into this segment should be

Major Shareholders
Promoters (%)

:44.02%

well received by the end user industry considering Uflex’s

Free Float (%)

:55.98%

reputation for offering quality products. Besides having dual
vendors always works well for the end user industry.

Background: Uflex Limited (Uflex), with a presence

in more than 140 countries, is one of the largest fully
integrated Indian flexible packaging solution
providers. Uflex has a vast production capacity for
Polyester chips, Biaxially Oriented Polyethylene
Teraphthalate (BOPET) and Biaxially Oriented
Polypropylene (BOPP) films, Cast Polypropylene
(CPP) films, Printing and Coating Inks, adhesives,
facilities for Holography, Metallization and PVDC
coating, Gravure Printing Cylinders, Gravure Printing,
Lamination and Pouch formation. The company has
been conferred with the Global Dupont Packaging
Innovation Silver Award 2015 for the ‘Safe Pack Bag’
for packaging building materials.
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Outlook & Valuation
We Initiate coverage of Uflex Ltd with a BUY rating. Given the product
innovation across different packaging products and an improving product mix in
favor of value added products such as proof bags & aseptic packs, the revenue
growth trajectory should continue. We expect Uflex to report an EPS growth of
20% for the next 3 years. At the CMP of INR 182, the stock trades at 4.35x EPS
of FY17E. Key Risks to our recommendation include any slow down in the
economy which will lower consumer demand and lower than expected volume
growth and realization.
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2013 5,161.08

652.97

206.37
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12.65

4.00

3.64

7.00

2014 5,863.25
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3.61

3.36

6.68

2015 6,180.34
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5.24

Investment Arguments
Uflex Limited (Uflex), with a presence in more than 140 countries, is one of the
largest fully integrated Indian flexible packaging solution providers. Uflex has a vast production
capacity for Polyester chips, Biaxially Oriented Polyethylene Teraphthalate (BOPET) and
Biaxially Oriented Polypropylene (BOPP) films, Cast Polypropylene (CPP) films, Printing and
Coating Inks, adhesives, facilities for Holography, Metallization and PVDC coating, Gravure
Printing Cylinders, Gravure Printing, Lamination and Pouch formation. The company has been
conferred with the Global Dupont Packaging Innovation Silver Award 2015 for the ‘Safe Pack
Bag’ for packaging building materials.

Company Profile:

.

Innovation – Key Growth Driver:

Uflex has been at the forefront of innovation and in the past has added several feathers to its
cap viz 3D bags, flexi tubes, High Barrier Laminate for Packaging Snacks etc. This innovation
has been the fulcrum of its growth story. Going forth game changing innovations are
expected to consolidate its leadership position and create new business opportunities for the
company.

Uflex won the Global Dupont Packaging Innovation Silver Award 2015 for the ‘Safe Pack
Bag’ for packaging building materials. This nano technology based innovation should find
usage in retain packaging of cement and should help eliminate high levels of wastages and
consequent pollution.This could become a potential game changer for Uflex should the
industry embrace this innovative product.
Besides the shower proof bag, Uflex’s flexi tubes division has several innovative products to
its credit viz Innolok™ Pouches, Slider Zipper Pouches (for powder and granules), 4D
Pouches, Centre sealed etc. These innovations have helped Uflex win repeat orders from
marquee clients.
The recent innovations with the value added features like the holographic effect, lens on front
panel, anti-counterfeiting, reverse printing, dual barrier etc are expected to propel Uflex’s hold
in the cosmetics and pharmaceutical markets which provide it with premium pricing power
(over the traditional markets). This constant endeavor to add value has resulted in Uflex
reporting higher EBITDA margins ( ~20%) than its peers.
Foray into Asceptic packaging to drive the next leg of growth

Uflex is setting up a Rs 550 crore Asceptic Packaging Material Project for packing liquids at
Sanand, Gujarat. Global major Tetra Packaging is the only player currently operating in this
space in India. We believe that Uflex’s foray into this segment should be well received by the
end user industry considering Uflex’s reputation for offering quality products. Besides having
dual vendors always works well for the end user industry.
The facility is expected to be operational by mid 2017 and has a capacity of seven billion
packs per year (for liquid products such as energy drinks, milk and juices). We estimate that
~90% of the output will be consumed by the domestic market and should enjoy high margins
(20-25%) due to sparse competition.
Impressive Client List:

Flexible packaging consists of multi-layer laminated sheets of plastics (PVC, LDPE, HDPE,
BOPP, BOPET), paper cloth or metal foils, used in various packaging applications. Flexible
packaging has a unique set of properties to ensure toughness, moisture, aroma retention, low
odour, taste etc. Flexible packaging laminates are used for packaging of processed food (e.g.
biscuits, snacks, confectionery, spices, wheat flour, rice, pulses etc.), personal products (e.g.
shampoo, soaps, detergents, hair dye etc. Beverages(e.g.Tea,Coffee,Milk products,Baby
Food etc).Uflex’s top clients include top MNC’s like Unilever, Nestle ,P&G, Gillette, Pepsico
and Britannia.

Film Business - Steady Performer:

Intense global competition and a marked slowdown in European demand are expected to lead
to the packaging film business (contributing ~58% of the total revenues and ~79% of the total
volume) reporting muted growth. However revenues are expected to grow at a dismal rate of
0.1% over the same period due to muted pricing. With a current utilization of ~72% there is
adequate capacity to manage future growth and hence no major additions to its 3,37,000 tpa
capacity are planned.
Margin Expansion

While revenues are expected to decline due to a fall in the unit realizations, margins are
expected to improve due to a larger fall in the input crude prices and improving working capital
cycle. The prices of PET chips which were highly volatile over the past few years are also
expected to stabilize and as a result we expect the EBITDA margin to improve by 300bps from
10.9% in FY15 to 13.9% in FY18.

Indian Packaging Industry Overview
The Indian Packaging industry, regarded as a commodity play in the early 2000's, has now
transformed into a value add, innovation driven and technology based industry. Extensive use of
plastics in packaging has contributed to the industry's success story, given its virtues of light
weight, cost effectiveness and possibility of innovations. The global packaging industry is
US$700bn in size and is expected to be over US$1tn by 2020, while that in India is at US$32bn
and is expected to reach US$73bn by FY20 (18% CAGR). Globally, Rigid/Flexible packaging's
share is 56%/44%, which in India is at 27%/73%, given high rural population, preference for
smaller-sized products, cost-conscious customers and presence of unorganised food
processing, F&B market in India. Indian packaging industry is highly fragmented as each
process/stage is handled by a different entity (value add opportunity) resulting in scope for
consolidation. In this report, we cover companies with leadership position in its segments, focus
on innovation and growth rates faster than their segment peers–Huhtamaki PPL (leader in
flexible packaging), Essel Propack (leader in global oral care tubes, emerging player in non-oral
care, realigning businesses to improve returns), Cosmo Films (leading BOPP innovator
company), Mold-Tek Packaging (IML pail innovator ready to capture mega edible oil
opportunity) and Control Print (only Indian industrial printer manufacturer amongst MNCs).

Flexible packaging (BOPP/BOPET) dominates Indian industry

For packaging process, various base materials are used like paper, board, plastics, aluminium,
glass and tin, each serving a unique purpose (low cost, light weight), solving different
challenges (oxygen barrier, strength) and adding value (attractive designing, higher shelf life) for
customers. These base materials are divided into two major groups: (1) Rigid Packaging
(US$7bn, 27% of the industry), posted a CAGR of 21% (over FY10-15), with major players such
as Mold-Tek Packaging, Hi-Tech Plast and (2) Flexible Packaging (US$25bn, 73% of the

industry), clocked a CAGR of 14% (over FY10-15). Growth drivers for the flexible packaging
industry are higher population in rural areas, increasing prominence of a nuclear family, lower
per capita income (versus developed countries) and aggressive retail penetration in semi-urban
and rural areas. Major players in this industry are Uflex, Huhtamaki PPL and Essel Propack.
Today plastics are the material of choice in packaging for the sectors such as FMCG, food and
beverages, pharmaceuticals etc. . In India, a large chunk of products that households buy for
daily use are packaged in plastics. Plastics are used heavily for packaging due to innovative
visual appeal for customer attraction and convenience. Additionally, they improve the hygiene
quotient and shelf-life of the products especially in food and beverages segment.
The industry is driven by key factors like rising population, increase in income levels and
changing lifestyles. Growth prospects of end-user segments are leading to rise in the demand of
the plastic packaging industry. Demand from rural sector for packaged products is being fuelled
by the increasing media penetration through the means of internet and television. Further, India
is emerging as the most favoured destination for organized retail destination in the world. And
also the presence of E-commerce is expanding rapidly and is bringing around a revolution in the
retail industry. Retailers are now leveraging digital retail channels thereby enabling wider reach
out to customers with less amount of money spent on real estate .Therefore, organized retail
and boom in e-commerce offers huge potential for future growth of retailing in India which in turn
is pushing the growth of packaging sector.
Going ahead recycling & reuse of plastics will be an important step towards fostering innovation
and sustainability. Also increased awareness through help of industry groups and Government
could help address some of these challenges.
Future Opportunities

In the way ahead, the growth in the plastic packaging industry in India will be majorly impacted
by the end use industries, growing consumerism and government initiatives such as Make in
India.
End-Use Industries: The Indian Food & Beverage industry has nearly 25% yearly growth and
major application of plastics in food products is in packaging. Thus growth in food and beverage
sector highlights the growth potential for plastics in packaging. Similarly, personal care sector,
which is growing at nearly 15%, will also drive demand for rigid plastics, as it is the most used
material for packaging of personal care products. Other industrial sectors such as,
pharmaceutical that is proposed to grow at 13-15% over next five years, retail industry, that is
currently witnessing the shift from unorganized to organized retail; will also stimulate the
demand of plastic in packaging material.
Consumerism: Growing consumerism will also contribute to growing demand. Consumer's
preference for the use of convenient packaging and affordable packaging is driving the market
towards flexible packaging in India. Consumers today are increasingly looking to buy products
which are suitable for handling, long lasting and easy to store and as plastics can be used with
great versatility, they have been the preferred choice in packaging. This growth will also be
pushed by the increasing size of middle class population in tier II/III cities in the country.
Make in India: The Government's current campaign on 'Make in India' which aims to turn the
country into a global manufacturing hub will have positive impact on the growth of both plastic
and packaging industry. The proposed policies of government for technology up-gradation fund

scheme, setting up of plastic parks, setting up Special Economic Zones (SEZs) to overcome
bottlenecks of infrastructure and creating business friendly policies will help in exploring the
underlying potential. Also the extended support from Ministry of Chemicals & Fertilizers and the
Central Institute of Plastics Engineering & Technology (CIPET) will drive the growth of plastic
industry in India. For example an export-oriented plastic cluster has been proposed to be set up
at an investment of over INR 100 crore in Lucknow. India Industries Association (IIA) in
collaboration with CIPET will set up this cluster.
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Disclaimer for Investors
This report is for private circulation and for the personal information of the authorized recipient only, and we are not
soliciting any action based upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to
buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does not provide individually
tailor-made investment advice and has been prepared without regard to any specific investment objectives, financial
situation, or any particular needs of any of the persons who receive it. The research analyst who is primarily
responsible for this report certifies that: (1) all of the views expressed in this report accurately reflect his or her
personal opinions about any and all of the subject securities or issuers; and (2) no part of any of the research
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed in this report. This report has been prepared on the basis of information that is already available in publicly
accessible media or developed through analysis of Sublime Financial services pvt Limited makes every effort to use
reliable, comprehensive information, but we make no representation that it is accurate or complete. The views
expressed are those of the analyst and the Company may or may not subscribe to all the views expressed therein.
Sublime Financial services pvt Limited reserves the right to make modifications and alterations to this statements as
may be required from time to time without any prior approval. Sublime Financial services pvt Limited, its affiliates,
directors and employees may from time to time, effect or have effect an own account transaction in or deal as agent
in or for the securities mentioned in this report. The recipient should take this into account before interpreting the
report. All investors may not find the securities discussed in this report to be suitable. Sublime Financial services pvt
Limited recommends that investors independently evaluate particular investments and strategies. Investors should
seek the advice of a financial advisor with regard to the appropriateness of investing in any securities / investment
strategies recommended in this report. The appropriateness of a particular investment or strategy will depend on an
investor’s individual preference. Past performance is not necessary a guide to future performance. Estimates of future
prospects are based on assumptions that may not be realized. The news items appearing in this are collected from
various media sources and we make no representations that it is complete or accurate.

