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IPO Review

Archidply Industries Limited
New kid on the block

Archidply Industries Limited is the flagship company of the Archidply
group. The company is a manufacturer of wood panel products and
decorative surfacing products. The company is coming up with an IPO to
fund capacity expansion and widening its product range.

Positives

Experienced Management

The promoters of the company have been associated with plywood
manufacturing for more than 30 years under the brand ‘Archidply’. The
company started out with a single plant in Assam and has expanded the
business to 3 facilities in UP, Assam and Karnataka.

Favorable industry outlook

The organized plywood industry is growing at a rate of 30% per annum
driven by increased demand from institutional clients. Retail stores,
corporate spaces and hospitality sector have seen huge growth and are
fueling the demand for Interior Infrastructure.

Locational Advantage

The company has manufacturing facilities in the northern and southern
part of the country. Raw materials are sourced from nearby districts and
almost 60% of the final product is sold in the neighboring regions resulting
in lower transportation cost for the company.

Concerns
e The company has yet to receive license to manufacture Medium
Density Fiberboard (MDF) for the Rudrapur facility.
e |t faces stiff competition from the unorganized sector of the wood
based industry. Currently unorganized sector constitutes 85% of
the total market size.

Valuations

For FY08, the EPS on a post-IPO fully diluted equity works out to Rs 6.78.
P/E at the upper and lower band works out to 11.80x and 10.32x FY08 EPS
respectively. On FY10E, EPS of Rs 16.81 the company trades at a P/E of
4.76 and 4.16x at the upper and lower band respectively.

The largest player in the organized plywood segment is Greenply which
trades at a P/E of 7.10x FY08 EPS of Rs 23.95 and 4.83x FY10E EPS of Rs
35.20. The company is competitively priced as compared to Greenply on
FY10 numbers; hence investors with a long term horizon of 2-3 years can
look forward to subscribing to the IPO.

Exhibit 1: Key Financials (Rs crore)

Year to March FY06 FY07 FY08
Net Sales 44.72 94.02 143.55
EBIDTA 4.97 12.33 26.57
Net Profit after exceptional income 0.21 5.78 14.92
EPS (Rs)

(Diluted on current equity) 0.10 2.65 6.78

Source: Company, ICICldirect Research

ICICldirect |

ﬂ ICICI direct.com

On -1/ine S havre Trading

Issue Opens
June 11, 2008

Analyst's Name

Issue Closes
June 17. 2008

Issue Price Band
Rs 70 — Rs 80

SUBSCRIBE

Karan Mittal

karan.mittal@icicidirect.com

Fact sheet
Pre Post
issue issue
Equity capital (Rs cr) 15.38 22.00
Promoters (%) 97.68 68.31
Others (%) 2.32 1.62
Public (%) - 30.07
Issue details
Issue size (Rs crore) 46.5-52.92
No of shares on offer 66,15,720
Reserved for employees 0
QIB (50%) 33,07,860
Non-institutional (15%) 9,92,358
Retail (35%) 23,15,502
Minimum lot size 75 shares
Market cap (post issue)
(Rs cr) 154-176
Comparative return metrics
Stock return (%) 3M 6M 12M
Greenply Industries  -41.52 -46.65  27.14
Century Plyboard 535 -4.03 119.77




” ICICI direct.com

On-1/ine S$hare Trading

Company Background Objects of the issue

The proceeds from the proposed issue of
shares (including Term Loans of Rs. 28 crore)
are intended to be deployed for:

Archidply Industries Limited is the flagship company of the
Archidply group. The group has been associated with
plywood manufacturing for more than 30 vyears. The
company is a manufacturer of wood panel products and
decorative surfacing products.

Purpose Amount (Rs
The company offers comprehensive engineered interior cr)
products which include: Setting up of new manufacturing 37.66
1. Plywood's capacity at Chintamani in Karnataka
2 B|00_k Board and Flush Doors Setting up of new manufacturing facility 26.18
3. Particle Boards of MDF at Rudrapur in Uttarakhand
4. Decorative Laminates : _
5. Decorative Veneers Pre Operating Expenses and Provision 7.65
for Contingencies
The company has modern state of the art plants which are Margin Money for Working Capital 7.50
strategically located in three diverse locations viz:-Rudrapur Requirement
(North Zone), Mysore (South Zone) and Assam (East Zone) Meeting the issue expenses [*]

and has a network of branches, distributors and dealers
across India.




KEY CONCERNS

Delay in implementation

The Company aim to commission its new facility in Rudrapur by August, 09.
Any delay in commencing operation of the proposed MDF plant will adversely
impact the proposed plans.

Threat from unorganized sector

The unorganized sector accounts for almost 85% of the Rs. 14000 Crore
Industry. The company faces stiff competition from unorganized sector and
this may limit its growth prospects.

Realty sector — Primary growth driver

Demand for high value wood panel and decorative surfacing products is
dependent on growth in office and commercial space, infrastructure projects
and hospitality sector. Any slowdown in the economic activity would have a
direct effect on these sectors which in turn will affect the demand for the
company’s products.

Pending license to manufacture MDF

The company has not yet received license to manufacture MDF at its Rudrapur
facility, which is one of the objects of the Issue forming about 30% of the issue
size. Its failure to obtain such license may adversely affect the proposed
project of the company.
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INVESTMENT RATIONALE

Experienced Management and Proven Execution Capabilities

The promoters of the company have been associated with plywood
manufacturing for more than 30 years under the brand ‘Archidply’. The
management was responsible for the turn around of the Mysore based particle
board and plywood manufacturing unit which was shut down for seven years,
before being acquired by the Archidply group. The company also has a good
track record in executing projects on time which is ably demonstrated by the
commencement of commercial production at Rudrapur facility within six
months from the date of land acquisition.

Positive industry outlook

The organized plywood industry is growing at a rate of 30% per annum driven
by increased demand from institutional clients. Retail stores, Corporate Spaces
and Hospitality Sector have seen huge growth and are fueling the demand for
Interior Infrastructure.

Government Incentives

In order to promote affordable housing and environment friendly products
Government has reduced the excise duty for plywood products from 16% to
8% in the Finance Bill 2007. Some of the state governments like Delhi, U P,
West Bengal, M P have reduced the VAT from 12.5% to 4% in the recent past
and other states are expected to follow shortly.

Locational Advantage

The company has manufacturing facilities in the northern and southern part of
the country. Raw materials are sourced from nearby districts and almost 60%
of the final product is sold in the neighboring regions resulting in lower
transportation cost for the company.
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FINANCIALS

For the Full year FY08, net sales grew by 52.68% to Rs 143.55 crore from Rs.
94.02 crores in FY07 and total revenues grew by 41.93% to Rs 142.82 crores
from 100.63 crores. EBITDA grew by 194.46% y-o-y to Rs 32.02 crores while
EBITDA margin increased from 11.05% to 21.75% primarily due to reduced
raw material cost and manufacturing cost.

PAT grew by 185.53% from Rs 5.25 crore to Rs 14.99 crore resulting in net
profit margin increase of 4.66% points.

VALUATIONS
Archidply Greenply
FY08 FY09 FY10 FY08 FY09 FY10
Revenue 143.55 211.14 310.50 532.45 633.50 735.20
% Growth 47.09% 47.06% 18.98% 16.05%
EBITDA 26.57 38.53 55.89 71.25 93.90 109.50
% Growth 31.05% 31.06% 21.55% 16.61%

EBITDA Margins 18.51% 18.25% 18.00% 14.51% 14.82% 14.89%

EPS 6.78 9.71 16.81 23.95 29.70 35.20

% Growth 43.22% 73.12% 24.01% 18.52%
(at upper band of Rs.80) (at price of Rs 170)

PE 11.80 8.24 4.76 7.10 5.72 4.83
(at lower band of Rs.70)

PE 10.32 7.21 4.16

Source: ICICldirect Research, Reuters consensus estimates

For FY08, the EPS on a post-IPO fully diluted equity works out to Rs 6.78. P/E at
the upper and lower band works out to 11.80x and 10.32x FY08 EPS
respectively.

Assuming that by FY10, the company manages to garner a 10% market share
of the organized plywood market, the EPS increases to Rs 16.81. On FY10E,
EPS of Rs 16.81, the company trades at a P/E of 4.76x and 4.16x at the upper
and lower band respectively.

The largest player in the organized plywood segment is Greenply which trades
at a P/E of 7.10x FY08 EPS of Rs 23.95 and 4.83x FY10E EPS of Rs 35.20.

Though the company is aggressively priced as compared to its peers, the
company has aggressive plans to grow its market share by increasing its
capacity and providing a diverse product offering. The company is
competitively priced as compared to Greenply on FY10 numbers; hence
investors with a long term horizon of 2-3 years can look forward to subscribing
to the IPO.



FINANCIAL SUMMARY
Profit & Loss A/c (Consolidated) (Rs crore)
Year to March FY06 FY07 FY08
Total Revenue 44.72 94.02 143.55
Operating expenditure 39.75 81.69 116.98
EBIDTA 4.97 12.33 26.57
Other Income 0.27 0.75 1.06
Interest 2.68 4.05 7.08
Depreciation 1.14 2.59 3.72
Profit Before Tax 1.42 6.44 16.83
Tax 0.56 1.14 1.79
Net Profit before Adjustments 0.85 5.30 15.04
Adjustments 0.64 -0.53 0.12
Net profit as adjusted 0.21 5.83 14.92
OPM (%) 11.10% 13.11% 18.51%
NPM (%) 0.47% 6.16% 10.31%
Outstanding Shares (Cr) 1.46 1.53 1.54
Post Issue Outstanding Shares(Cr) 2.20
EPS (Rs) 0.10 2.65 6.78
(Diluted on post issue equity)
Balance Sheet (Consolidated) (Rs crore)
Year to March FY06 FY07 FY08
Sources of funds
Equity Share Capital 14.63 15.30 15.38
Advance against share capital 0 0 0
Reserves & Surplus -0.52 11.33 21.11
Secured Loans 25.07 48.48 53.75
Unsecured Loans 0.54 6.47 0.38
Current liability & Provisions 13.56 25.20 24.68
Deferred Tax Liability 0.80 0.50 0.18
Total Liabilities 54.07 107.29 122.08
Application of Funds
Net Block 22.58 40.96 39.17
Capital work in progress 0.00 0.08 1.70
Investments 0.03 0.02 0.02
Cash and bank balances 2.12 2.75 4.98
Inventories 12.57 25.88 26.24
Sundry debtors 12.23 31.90 39.81
Loans and advances 4.41 5.51 10.01
Miscellaneous Exp not w/off 0.12 0.20 0.15
Total Assets 54.06 107.29  122.08
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RATING RATIONALE

ICICldirect endeavors to provide objective opinions and recommendations. ICICldirect assigns ratings to its
stocks according to their notional target price vs. current market price and then categorises them as
Outperformer, Performer, Hold, and Underperformer. The performance horizon is 2 years unless specified and
the notional target price is defined as the analysts' valuation for a stock.

Outperformer: 20% or more;
Performer: Between 10% and 20%;
Hold: +10% return;
Underperformer: -10% or more.

Pankaj Pandey Head - Research & Advisory pankaj.pandey@icicidirect.com

ICICI direct Research Desk,
ICICI Securities Limited,
Mafatlal House, Ground Floor,
163, H T Parekh Marg,
Churchgate, Mumbai — 400 020

research@icicidirect.com

Disclaimer

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered
in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form,
without prior written consent of ICICI Securities Ltd (I-Sec). The author of the report does not hold any investment in any of the
companies mentioned in this report. I-Sec may be holding a small number of shares/position in the above-referred companies as on
date of release of this report. This report is based on information obtained from public sources and sources believed to be reliable, but
no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is
solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or
subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal, accounting and tax advice
or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed
and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on
their own investment objectives, financial positions and needs of specific recipient. This report may not be taken in substitution for the
exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. I-Sec and
affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. I-Sec may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. This report
is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or
which would subject I-Sec and affiliates to any registration or licensing requirement within such jurisdiction. The securities described
herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this
document may come are required to inform themselves of and to observe such restriction.




