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GREENPLY INDUSTRIES LTD.

Company Overview:

Greenply Industries was established as a small unit in 
Nagaland by Mr. Shiv Prakash Mittal in 1984. It is the only 
company in India to cater to all segments of interior 
infrastructure industry. The Company manufactures interior 
infrastructure products like: Plywood, Block board, Flush 
doors, decorative veneers, laminates and medium density 
fireboards (MDF). 

Popular brands include Greenply plywood, Greenclub premium 
ply, Greenlam laminates, Green Decowood and Ecotech. The 
Company’s flagship decorative laminate brand ‘Greenply’ is 
exported to more than 50 countries. Currently, Greenply has 
become the largest laminate company in Asia and the 5th

largest globally in terms of capacity.

The Company has 7 manufacturing facilities located across 
India at Tizit (Nagaland), Kriparampur (West Bengal), 
Nalagarh (Himachal Pradesh) and 2 units at Pantnagar 
(Uttarakhand). 

Greenply Industries Ltd. has more than 32 marketing offices 
across all state capitals and major cities of India. It has a strong 
network of more than 12000 distributors, dealers, sub-dealers 
and retailers. The Company holds almost 30% share of India’s 
organized plywood market and 18% of India’s organized 
laminates market.

Recommendation:  BUY
Target Price   : Rs 242

24th August, 2010.
SENSEX:   18312   
NIFTY   :   5505
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Industry Overview: 

According to industry estimates, the Indian interior infrastructure industry is poised to grow at the 
rate of 10% p.a. over the foreseeable future. Plywood consists of around 60% of the interior 
infrastructure industry and hence, is all set to gain maximum benefit from this growth. Further, 
India’s real estate sector is expected to grow from USD 14 billion to around USD 50 billion by 2020. 
This will increase the share of real estate in India’s GDP from the current 5% to 6% in the coming 5 
years.

India’s per capita income has doubled over the past 7 years and is expected to increase to USD 2000 
by 2016-17 and USD 4000 by 2025. Increasing per capita income has boosted consumption of 
lifestyle products like furniture. Further, traditionally people in India have always invested heavily in 
real estate assets. Buying a home has become more feasible due to easy availability of loans and 
double income families. All this augurs well for interior infrastructure companies which will grow 
hand in hand with India’s growth story. 

Investment Rationale:

1. Financial Performance: 

 1st Quarter ended June 2010: For the 1st Quarter ended June 2010, Sales of Greenply 
Industries Ltd rose 47.7% to Rs. 262 crore as against Rs. 178 crore during the previous
quarter ended June 2009. The Company registered an EBITDA growth of 29% YoY, 
while operating margins dropped to 11.7% from 13.4%, due to increase in cost of raw 
materials. Net profit of the Company declined by 5% YoY to Rs 10.39 cr in 1QFY11 as 
compared to Rs 10.93 in 1QFY10, while EPS dropped to Rs 4.7 from Rs 6.4 over the 
same period. The reason for this degrowth was the increase in depreciation charges due to 
commencement of new manufacturing facilities during the quarter.
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 Full Year ended March 2010: For the full year ended March ’10, the Company’s Net 
revenue increased by 20.22% to Rs 871 cr from Rs 725 cr. EBITDA decreased 
marginally by 1% to Rs 93.5 cr from Rs 94.8 cr. This decline was due to volatility in the 
currency markets and increased ad spends. Greenply Industries reported a 33% increase 
in Net Profits to Rs 50 cr in FY10 from Rs 37 cr in FY09. The Net Profit margin 
strengthened by 54 basis points to 5.69% from 5.15% over the period of a year.   

Some Key Highlights for the year under Review:

1. Production of plywood increased by 15% YoY to 26.36 mn. sq. mtr. in FY10 from 
22.97 mn sq. mtr. in FY09, with an average capacity utilization of 110%.

2. Production of laminates increased by 26% YoY to 7.20 mn. sheets in FY10 from 5.72 
mn sheets in FY09, with an average capacity utilization of 107%.

3. However, production of decorative veneer decreased by 5% YoY to 1.19 mn. sq. mt. 
in FY10 from 1.25 mn. sq. mt. in FY09, with an average capacity utilization of 28%.

4. The Company’s Nalgarh unit became operational with a 4.68 mn sheets per annum 
cumulative laminates capacity.

2. MFD to drive growth: 

Medium Density Fireboard (MDF) is widely used by furniture manufactures globally, as it is 
cost-effective, easier to apply and more flexible than plywood. However, furniture 
manufacturers in India use plywood rather than MDF and particleboard products. But, more 
recently, the Government has reduced the issue of new licenses on addition of new capacities 
for production of plywood. This will result in shortage and thus lift up the prices of plywood. 
In the coming years, demand for plywood is expected to increase at a CAGR of 5-7%. This 
increasing demand will have to be met by MDF. Greenply will be the first company in India 
to produce substitutes for imported MDF, thus giving the Company a competitive edge. 
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The reasons for growth of MDF are as follows:
 Around 70% of the current demand is met by imports.
 Only 5 organized players produce MDF.
 Government has imposed anti-dumping duty on MDF.

Further, significant trade barriers like Central Govt. control on issue of new licenses, 
considerable amount of start-up capital required and frequent non-availability of raw 
materials deter new entrants in this industry. However, established players like Greenply can 
only benefit from the increase in demand for MDF.

Greenply Industry Ltd’s customers include Godrej Boyce, BlowPlast and Featherlite, who 
are among the leading modular furniture manufacturers in India. 

3. Expanding through subsidiaries: 

Greenply Industries currently export to more than 15 countries. Exports constitute to nearly 
11% of total revenues of the Company. Greenply Industries has recently launched massive 
advertisement campaign to promote its ‘Greenlam’ brand. The Company is also in the 
process of establishing this brand internationally by appointing distributors in the middle-east 
countries and Russia. Representative offices have been opened in Singapore and Dubai to 
promote the brand and strengthen the marketing network. It has acquired Greenlam Asia 
Pacific Pte Ltd, as a wholly owned subsidiary, to explore new markets for laminates in south-
east Asian countries. GIL has also promoted Greenlam America, Inc. as a wholly owned
subsidiary, for marketing and distributing laminates in North America. All these subsidiaries 
are expected to contribute to growth of the Company in the near future.

Key Concern:

Foreign Exchange Fluctuations: The Company imports almost 36% of the raw materials 
from US & Europe. Greenply also earns significant portion of revenues from exports. This 
acts as a natural hedge against fluctuations in foreign exchange. 40% of the imports are
naturally hedged against exports, but the rest of the raw materials of not hedged. However, 
off late the company has commenced hedging its net outstanding foreign exchange exposure.

Peer Comparison:
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Financial Performance:  

Valuation:

Based on fundamental analysis, at an estimated EPS of Rs. 22 for FY11E and PE of 11x, we 
recommend a ‘BUY’ on Greenply Industries with a target price of Rs. 242, a potential upside of 
24%.
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Technical Analysis:

Source: Bloomberg, weekly Chart, Greenply Industries.

Technically, Greenply Industries is consolidating in narrow range over a period of 6 months. The 
stock is currently trading well above its 50 & 100 week exponential moving average (i.e. standing
respectively at 169 &153). Relative strength Indicator is in neutral area. This configuration is mixed. 
So, we advise long term investors to accumulate this scrip around 175 -180 levels for target of 232
levels.

Note:

Recommendations that are given are purely based on technical analysis. While utmost care has been taken to give the recommendation, the analyst or 
the organization does not take any responsibility for the consequences of this recommendation. Investors who trade on the basis of these 
recommendations do so purely at their own risk.
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DISCLAIMER

Analyst Certification: We, Praveen Kumar Dodda and Priyanka Damle, the research analyst and author of this report, hereby certify that the views 
expressed in this research report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified 
that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this 
research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the 
company (Tata Securities Limited, hereinafter referred to as TSL) and has taken reasonable care to achieve and maintain independence and objectivity in 
making any recommendations. 

Disclaimer 

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. TSL is not 
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or 
refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and 
particular needs of the reader.

This research has been prepared for the general use of the clients of the TSL and must not be copied, either in whole or in part, or distributed or 
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. 
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. TSL will not treat recipients as 
customers by virtue of their receiving this report. Neither this document nor any copy of it may be taken or transmitted into the United States (to US 
Persons), Canada or Japan or distributed, directly or indirectly, in the United States or Canada or distributed, or redistributed in Japan to any residents 
thereof. The distribution of this document in other jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose 
possession this document comes should inform themselves about, and observe, any such restrictions. 

It is confirmed that Mr. Praveen Kumar Dodda and Priyanka Damle, the author of this report have not received any compensation from the companies 
mentioned in the report in the preceding 12 months. Our research professionals are paid in part based on the profitability of TSL, which include earnings 
from other business. Neither TSL nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, 
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in 
this report. 

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, 
complete or up to date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. TSL or any of 
its affiliates or employees 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. TSL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, 
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and 
non-infringement. The recipients of this report should rely on their own investigations. 

TSL and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities related to the information contained in this 
report. To enhance transparency, TSL has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as 
endorsement of the views expressed in the report. 

Disclosure of Interest Statement in Greenply Industries Ltd. as on 24th August 2010:

1. Name of the analyst : Praveen Kumar Dodda, Priyanka Damle

2. Qualifications of the analysts : B.E., MBA; B.Com, C.A.

3. Analysts’ ownership of any stock related to the information contained : NIL 

4. TSL ownership of any stock related to the information contained : NIL 

5. Broking relationship with company covered : NO

This information is subject to change without any prior notice. TSL reserves at its absolute discretion the right to make or refrain from making modifications 
and alterations to this statement from time to time. Nevertheless, TSL is committed to providing independent and transparent recommendations to its 
clients, and would be happy to provide information in response to specific client queries. 

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the 
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The 
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks 
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the 
value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employee of TSL accepts 
any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to 
this research.

Copyright in this document vests exclusively with Tata Securities Limited.


