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Prince Pipes & Fittings Limited

Incorporated in 1987, Mumbai based Prince Pipes and Fittings Limited (PPFL) is
engaged in manufacturing of polymer pipes and fittings. Company’s products
are used for varied applications in plumbing, irrigation, and soil, waste & rain

water ("SWR”) management. The company produces four types of polymer
pipes i.e. CPYC, UPVC, HDPE, PPR and fitting.

Capacity expansion to drive growth: Company has an installed capacity of
2,41,211 MT per annum. It plans to set up a new manufacturing plant in
Sangareddy (Telangana), with a total estimated installed capacity of 51,943
MT (~21.5%) per annum and plans to commence production in FY2021.
Strong brand and wide distribution network: PPFL is committed to spend 2-3%
of net revenue for ad expenses in order to expand its footprints for brands like
‘Prince Pipes’ & ‘Trubore’. PPFL plans to enhance the presence of Trubore
brand, thereby making it a pan-India brand over the next 3-4 years. As on
October 31, 2019, company had a distribution network of 1,408 distributors
with 46,171 touch points, which is highest among peers.

Favorable product mix to improve margins: Product mix of
UPVC/CPVC/PPR/HDPE in FY2019 was 71%/19.5%/6.4%/3%. CPVC, PPR and
HDPE products have higher margins vs, UPVC products. Over the years, PPFL
has improved the product mix of high margin products (CPVYC,PPR,HDPE) from
23.5% in FY2016 to 28.9% in FY2019. Going forward, company intends to
increase the contribution of higher margin products in top-line, which will
ultimately boost the bottom-line.

Outlook & Valuation: In terms of valuations, the pre-issue P/E works out to
16.0x TQFY2020 annualized earnings (at the upper end of the issue price
band), which is lower compared to PPFL’s peers like Finolex Ind. and Supreme
Ind. (trading at 23.3x and 40.9x of its 1QFY20 annualized earnings,
respectively). Further, PPFL has highest ROE of 20.8% among peers. Hence,
considering the above positive factors, we recommend SUBSCRIBE on the issue
with a long-term horizon.

Key Financials

Y/E March [ cr) FY2017 FY2018 FY2019 FY2020 Q1
Net Sales 1,330 1,321 1,572 380
% chg 23.0 (0.7) 19.0 ;
Net Profit 74 74 83 27
% chg 150.4 0.4 12.4 -
OPM (%) 12.1 12.2 1.8 13.9
EPS (Rs) 7.8 7.8 8.8 2.8
P/E (x) 22.9 22.8 20.3
P/BV (x) 7.0 5.3 4.2
RoE (%) 30.4 23.4 20.8
RoCE (%) 35.5 25.7 26.7
EV/Sales (x) 1.4 1.4 1.1
EV/EBITDA (x) 11.2 11.4 9.7

Angel Research; Note: Valuation ratios based on pre-issue outstanding shares and at upper end
of the price band
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SUBSCRIBE

Issue Open: Dec 18, 2019
Issue Close: Dec 20, 2019

Issue Details

Face Value: Rs.10

Present Eq. Paid up Capital: Rs96cr
Offer for Sale: Rs250cr

Fresh issue: Rs 250 cr

Post Eq. Paid up Capital: Rs110cr

Issue size (amount): Rs500cr

Price Band: Rs177-178

Lot Size: 84 shares and in multiple thereafter

Post-issue implied mkt. cap: * Rs1947cr - **Rs1958cr

Promoters holding Pre-Issue: 90.0%

Promoters holding Post-Issue: 65.8%

*Calculated on lower price band

** Calculated on upper price band

Book Building

QIBs 50% of issue
Non-Institutional 15% of issue
Retail 35% of issue

Post Issue Shareholding Pattern

Promoters 65.8
Others 34.2
Amarjeet S Maurya

+022 39357600, Extn: 6831

amarjeet.maurya@angelbroking.com

Please refer to important disclosures at the end of this report
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Exhibit 1: Journey of the company
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Company background

Incorporated in 1987, Mumbai based Prince Pipes and Fittings Limited is
engaged in manufacturing of polymer pipes and fittings. Company’s products
are used for varied applications in plumbing, irrigation, and soil, waste and
rain water (“SWR”) management. Company’s Product range meets the
requirements of both the rural and urban markets.

The company produces four types of polymer pipes including CPVC, UPVC,
HDPE, PPR and three different polymer fitting types CPVC, PPR, and UPVC. It is
operating in the polymer pipe segment under two brand names i.e. Trubore
and Prince Piping Systems. The company has a corporate office in Mumbai
and a strong presence across North, South and West India.

Prince Pipes provides end-to-end solutions across a wide product range (7,167
SKUs as on October 31, 2019). It has 5 manufacturing units located at
Haridwar (Uttarakhand), Athal (Dadra and Nagar Haveli), Dadra (Dadra and
Nagar Haveli), Kolhapur (Maharashtra) and Chennai (Tamil Nadu). Besides,
two contract manufacturing units are located at Hajipur (Bihar) and
Aurangabad (Maharashtral).

The company is also planning to open two manufacturing units at Jobner
(Rajasthan) and Sangareddy (Telangana). Prince Pipes and Fittings Ltd has 10
warehouses to store the products. The company sells the products under
‘Prince Piping Systems’ brand name to 1,151 distributors (as on October 31,
2019), who further sell them to wholesalers, retailers and plumbers. The
products under Trubore are directly sold to 257 wholesalers and retailers.

Entered into an
Awarded for agreement with a
Excellence in Building celebrity and the
& Construction company
(Plumbing) - managing the
Eccnomic Times celebrity
CMD Shn Jayant S olymer:
Q Chheda received lifetime B o fvee

achlevement award at
Vinyl India conference

Award for
outstanding quality
contribution in the
pipe sector - EPC

New plant setup
at Dadra for pipe
manufacturing

Incorporated as a
private limited
Company

World Awards

Conversion from a
private limited
Company to public

1987

Set up a large scale
plastic injection moulding
and extrusion unit in Athal

Indian Manufacturing limited Company
Excellence Award by

Frost & Sullivan - 2015

National Awards for
Excellence in Learning
o & Development
Acquisition of Trubore

Piping Sys:em brand and
New plant set up at i g::nts in Chennai and
Haridwar for pipes o
and fittings
manufacturing

Strong brands in Pipes and Fittings with over 3 decades experience, multiple industry awards and accolades

Source: Company, Angel Research

December 17 2019
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Issue details

PPFL is raising ~%500cr out of which ~%250cr is from Offer for sale & ~%250cr
with fresh issue of equity shares in the price band of ¥177-178.

Exhibit 2: Pre and post IPO shareholding pattern

No of shares (Pre-issue) % No of shares (Post-issue) %

Promoters 8,64,42,816 90.0% 7,23,97,872 65.8%
Others 95,38,000 10.0% 3,76,27,888 34.2%
9,59,80,816 100.0% 11,00,25,760 100.0%

Source: Source: RHP, Note: Calculated on upper price band

Obijectives of the Offer

Repayment or prepayment of certain outstanding loans of the
company.

Financing the project cost towards establishment of a new
manufacturing facility.

Upgradation of equipment at the manufacturing facilities.

General corporate purposes, subject to the applicable laws.

Outlook & Valuation

In terms of valuations, the pre-issue P/E works out to 16.0x 1QFY2020
annualized earnings (at the upper end of the issue price band), which is lower

compared to PPFL’s peers like Finolex Ind. and Supreme Ind. (trading at 23.3x
and 40.9x of its 1QFY20 annualized earnings, respectively). Further, PPFL has
highest ROE of 20.8% among peers. Hence, considering the above positive

factors, we recommend SUBSCRIBE on the issue with a long-term horizon.

Key Risks

Demand slowdown in piping and fitting industry can likely have
adverse impact on business.

Increase in competition from other players will impact the business of
PPFL.

There are outstanding litigations against the company and certain
Promoters & Directors, and any adverse outcome in any of these
litigations could have an adverse effect on the business, operations
and financial condition.

December 17 2019



\ Angel Broking Prince Pipes & Fittings Limited | IPO Note

Income Statement

Y/E March [ cr) FY2017 FY2018 FY2019 1QFY20
Net Sales 1,330 1,321 1,572 380
% chg 23.0 (0.7) 19.0 -
Total Expenditure 1,169 1,159 1,386 327
Raw Material 973 927 1,127 269
Personnel 61 73 78 20
Others Expenses 136 159 180 38
EBITDA 161 162 186 53
% chg 64.2 0.4 15.1 -
(% of Net Sales) 12.1 12.2 11.8 13.9
Depreciation& Amortisation 32 37 45 12
EBIT 129 125 141 41
% chg 86.0 (3.6) 12.9

(% of Net Sales) 9.7 9.4 9.0 10.8
Interest & other Charges 36 35 36 7
Other Income 2 6 7 0

(% of PBT) 2.6 6.3 6.4 1.3
Recurring PBT 96 95 111 34
% chg 159.4 (0.7) 16.9
Tax 21 22 28 7
(% of PBT) 22.1 22.9 25.2 21.4
PAT (reported) 75 74 83 27
Extraordinary ltems 1 m 0 (0)
ADJ. PAT 74 74 83 27
% chg 150.4 0.4 12.4

(% of Net Sales) 5.5 5.6 5.3 7.1
Basic EPS () 7.8 7.8 8.8 2.8
Fully Diluted EPS () 7.8 7.8 8.8 2.8
% chg 150.4 0.4 12.4

Source: Company, Angel Research
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Exhibit 3: Balance Sheet
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Y/E March [ cr) FY2017 FY2018 FY2019 1QFY20
SOURCES OF FUNDS
Equity Share Capital 45 90 90 90
Reserves& Surplus 198 227 311 338
Shareholders Funds 243 317 401 428
Total Financial Liabilities 121 169 126 118
Provisions 5 7 8 8
Deferred Tax Liability 12 13 14 11
Total Liabilities 380 505 548 566
APPLICATION OF FUNDS
Net Block 269 345 370 370
Capital Work-in-Progress 18 15 62 77
Investments 1 1 1 1
Loans 5 7 7 8
Other Non Current Assets 1 69 67 71
Current Assets 467 543 534 488
Inventories 174 242 201 219
Sundry Debtors 237 239 250 190
Cash 12 10 22 13
Loans & Advances 0 0 0 0
Other Assets 43 52 60 66
Current liabilities 380 475 492 448
Net Current Assets 86 69 42 40
Deferred Tax Asset - - - -
Mis. Exp. not written off - -
Total Assets 380 505 548 566

Source: Company, Angel Research

December 17 2019
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Exhibit 4: Cash Flow Statement

Y/E March [ cr) FY2017 FY2018 FY2019 1QFY20
Profit before tax 96 95 111 34
Depreciation 33 38 5 1
Change in Working Capital (47) 4 61 (21)
Interest / Dividend (Net) 32 32 33 6
Direct taxes paid (22) (16) (31) (6)
Others 5 8 (M 5
Cash Flow from Operations 97 162 221 30
(Inc.)/ Dec. in Fixed Assets (68) (104) (83) (23)
(Inc.)/ Dec. in Investments 0 (67) (22) 9)
Cash Flow from Investing (68) (170) (105) (32)
Issue of Equity 0 0 0 0
Inc./(Dec.) in loans 25 42 (69) 1
Dividend Paid (Incl. Tax) 0 0 0 0
Interest / Dividend (Net) (52) (37) (38) (8)
Cash Flow from Financing (26) 6 (107) (7)
Inc./(Dec.) in Cash 3 (2) 9 9
Opening Cash balances 0 3 0.2 0
Closing Cash balances 3 0.2 9 (8)

Source: Company, Angel Research

December 17 2019
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Exhibit 5: Key Ratios

Y/E March FY2017 FY2018 FY2019
Valuation Ratio ()

P/E (on FDEPS) 22.9 22.8 20.3
P/CEPS 15.9 15.3 13.2
P/BV 7.0 5.3 4.2
Dividend yield (%) 0.0 0.0 0.0
EV/Sales 1.4 1.4 1.1
EV/EBITDA 11.2 11.4 9.7
EV / Total Assets 4.7 3.7 3.3
Per Share Data (Rs)

EPS (Basic) 7.8 7.8 8.8
EPS (fully diluted) 7.8 7.8 8.8
Cash EPS 11.2 11.6 13.5
DPS 0.0 0.0 0.0
Book Value 25.5 33.3 42.2
Returns (%)

ROCE 35.5 25.7 26.7
Angel ROIC (Pre-tax) 36.9 26.2 27.9
ROE 30.4 23.4 20.8
Turnover ratios (x)

Asset Turnover (Gross Block) 5.0 3.8 4.3
Inventory / Sales (days) 48 67 47
Receivables (days) 65 66 58
Payables (days) 28 54 50
Working capital cycle (ex-cash) (days) 85 78 55

Source: Company, Angel Research
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Research Team Tel: 022 - 39357800 E-mail: research@angelbroking.com Website: www.angelbroking.com
DISCLAIMER

Angel Broking Limited (hereinafter referred to as “Angel”) is a registered Member of National Stock Exchange of India Limited,
Bombay Stock Exchange Limited, Metropolitan Stock Exchange Limited, Multi Commodity Exchange of India Ltd and National
Commodity & Derivatives Exchange Lid It is also registered as a Depository Participant with CDSL and Portfolio Manager and
Investment Adviser with SEBI. It also has registration with AMFI as a Mutual Fund Distributor. Angel Broking Limited is a registered
entity with SEBI for Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration number INHO0O0000164.
Angel or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in securities
Market. Angel or its associates/analyst has not received any compensation / managed or co-managed public offering of securities of
the company covered by Analyst during the past twelve months.

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should
make such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the
companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine
the merits and risks of such an investment.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's
fundamentals. Investors are advised to refer the Fundamental and Technical Research Reports available on our website to evaluate the
contrary view, if any

The information in this document has been printed on the basis of publicly available information, internal data and other reliable
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this
document is for general guidance only. Angel Broking Limited or any of its affiliates/ group companies shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.
Angel Broking Limited has not independently verified all the information contained within this document. Accordingly, we cannot
testify, nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document.
While Angel Broking Limited endeavors to update on a reasonable basis the information discussed in this material, there may be
regulatory, compliance, or other reasons that prevent us from doing so.

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly.
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