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ESSEL PROPACK LTD.

Company Overview:

Essel Propack Ltd, a part of the USD 2.4 bn Essel Group is             
engaged in manufacturing laminated and seamless or extruded 
plastic tubes. The Essel group is among India’s leading business 
houses, with presence in technology, media, entertainment, social 
services and packaging sector. The Group’s renowned brands 
include Essel Propack, Essel World and Water Kingdom 
(Amusement parks), Dish TV, Zee Entertainment Enterprise Ltd, 
DNA – daily newspaper and Asian Sky Shop – a tele shopping 
network.

The Company holds a 33% market share in the laminated tubes 
domain. Essel Propack is the world’s largest manufacturer in its 
segment with units operating across 12 countries. The Company’s 
key business of manufacturing plastic packaging materials is 
managed by four geographical segments:

1. America (with operations in the USA, Mexico and 
Columbia)

2. Europe (with operations in UK, Poland, Germany and 
Russia)

3. AMESA: Africa, Middle East and South Asia (with 
operations in Egypt and India)

4. EAP: East Asia Pacific (with operations in China, 
Philippines and Indonesia)

Recommendation:  BUY
Target Price   : Rs 60

17th September, 2010.
SENSEX:   19595
NIFTY  :      5885
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Industry Overview: 

The packaging industry continues to play an important role in delivering fast moving consumer 
goods in an efficient and attractive manner to the ultimate consumer. The current wave of 
economic development in India has also injected life in the packaging industry. India’s 
packaging industry is likely to achieve an annual turnover as high as US$ 5 billion in the current 
financial year with a growth rate nearly 25% in significant segments.

The expansion of the Indian packaging market has accelerated due to:

 A growing middle class of over 300 million.
 The conversion of the more traditional rigid packaging into flexible forms.
 A favorable government tax structure. Excise duty that was once 24% has been reduced 

to 16%. 
 Globalization and the influx of multinational companies.
 Modern plants and equipment available to the packaging industry.

Considering these factors it is obvious that the packaging has a very bright future in India and is 
here to stay and grow in a big way.

Product Basket:

1. Laminated Tubes: Laminated Tubes are used for packaging by various sectors like oral 
care, food, cosmetics, Pharma and industrial applications. The oral care industry 
contributes to 70% of production of laminated tubes. Essel Propack offers a range of 
customized laminated tubes like: 
Aluminium Barrier Laminates  Used for pastes, ointments and over the counter             
pharmaceutical products.
Plastic Barrier Laminates  Used for packaging products that needs to maintain their 
form and shape.
Specialty and Custom Materials  Used to provide more value or unique look to the 
customer’s brand.

2. Plastic Tubes: Plastic tubes are used to enhance the shelf-life of packaged goods and 
create a unique product identity. Essel Propack offers high-end decoration techniques and 
custom colored materials to fit the needs of the brand/product of each client.

3. Caps & Closures: Essel Propack manufactures caps and specialty closures for products 
other than tubes, such as closures for hair care and personal care product bottles. 

4. New Products: The Company has introduced two new products namely: Etain and 
Egnite. Etain is a fully recyclable plastic packaging tube made from a combination of 
virgin and recycled plastic materials. Such plastic packaging tubes are used by FMCG 
companies for packaging various types of hair care and skin care products, 
pharmaceuticals and food products besides cosmetics. On the other hand, Egnite is a high 
luster laminate and is used for complex printing and novel color effects.
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Investment Rationale:

1. Financial Performance: 

 Standalone - 1st Quarter ended June 2010:

For the 1st Quarter ended FY11, the Company reported an increase of 19.5% on YoY 
basis to Rs. 93.22 cr from Rs 78.04 cr. On the EBITDA front, Essel Propack witnessed a 
robust 29% growth YoY to Rs. 23.55 cr from Rs 18.27 cr in the year ago period. The 
Company also managed to reduce its interest expense by 38% YoY to Rs 4.82 crs from 
Rs 7.72 crs. This gave a boost to PAT, which increased by 30% YoY to Rs 12.24 crs 
from Rs 9.40 crs over the period of a year. The EPS also witnessed a corresponding 30% 
YoY growth to Rs 0.78 from Rs 0.60.

 Consolidated - 1st Quarter ended June 2010:

For the 1st Quarter ended FY11, the Company reported a marginal decrease of 0.5% on 
YoY basis to Rs. 331.48 cr from Rs 333.10 cr. On the EBITDA front, Essel Propack 
witnessed a 5.75% decline YoY to Rs. 56.29 cr from Rs 59.73 cr in the year ago period. 
The Company also managed to reduce its interest expense by 30% YoY to Rs 14 crs from 
Rs 20 crs. Interest cost reduction along with favorable exchange rate, gave a boost to 
PAT, which increased by 65% YoY to Rs 8.63 crs from Rs 5.24 crs over the period of a 
year. The EPS also witnessed a corresponding 66.67% growth to Rs 0.55 from Rs 0.33 
over the year.



ESSEL PROPACK LTD. 17th September , 2010

Tata Securities Limited                       Page 4

 Consolidated Annual Performance:

In 2009-2010, company turned around and reported a Net Profit of Rs. 59.9 crore for the 
fifteen months period ending 31st March, 2010 against a loss of Rs. 88.3 crore in the year 
2008. The Company divested its medical devices business in 2009 to focus on growing 
its core tubing business globally. The Company is aggressively driving growth in Asia to 
significantly add volumes and build scale. It has cut its Europe losses substantially and is 
expanding its packaging solutions to pharmaceuticals and cosmetics, with innovative and 
new products. The Company is working to improve its cost competitiveness and shrink 
the debt on its Balance Sheet.

2. Planned Expansion: 

Essel Propack has plans to begin construction on a $10 million consolidation project, 
which will result in the expansion of their existing buildings in Airside Industrial Park.
The Company will consolidate production with Arista Tubes to reach optimum 
manufacturing efficiency and capacity in anticipation of future business contracts.

Key Concern:

Single Product Dependency: Oral Care accounts for a large part of the Company’s 
business. Being an essential consumer product and an item of daily use, it tends to have a 
stable demand even in an adverse economic environment. Essel Propack boasts of a client 
base of all global majors in this category. However, in order to strengthen 
competitiveness, the Company is actively developing products/customers in cosmetics, 
food, pharmaceuticals etc. to diversify its portfolio and hedge risks.

Currency Fluctuation Risk: The global nature of operations exposes the Company to 
multiple currencies. Thus, adverse fluctuations in currencies could affect the Company’s 
performance.

Peer Comparison:
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Financial Performance:  

Valuation:

Based on fundamental analysis, at an estimated EPS of Rs. 3.5 for FY11E and PE of 17x, we 
recommend a ‘BUY’ on Essel Propack Ltd. with a target price of Rs. 60, a potential upside of 
22%.
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Technical Analysis:

Source: Bloomberg, Weekly Chart, Essel Propack

Technically, Essel Propack has formed U shape pattern and currently the stock is in 
consolidation phase. Essel Propack has bottomed out during mid of Feb 2010 & started surging 
after that. Currently, RSI is in hold zone & 50 week exponential moving average is well above 
100 week exponential moving average. So, this configuration is mixed. Technically, we expect 
the stock to consolidate in extreme short term. Long term investors are advised to accumulate 
this stock around support zone of 46 for target of 64. The stock may face minor resistance around 
54 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 Essel Propack Ltd. as on 17th September 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.


