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Impact of Fall In Crude Oil Prices

Brent crude oil prices declined 38.9% from US$115.0/bbl on 19 June 2014 to
US$70.3/bbl on 3 December 2014, while Indian crude oil basket prices fell 37.4% from
US$111.9/bbl to US$70.1/bbl over the same period. We tried to figure out the impact of
this fall in crude oil prices in terms of savings on raw material costs of companies in the
mid-cap space under our coverage.
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JBF Industries
CMP: Rs238; Rating: Accumulate; M-Cap: Rs15.6bn;

Likely savings in raw material costs

Raw material costs accounted for 72.9% of FY14 net sales. The costs of most of the raw materials like pure terephthalic acid or PTA
(69.8% of raw material consumption) and mono ethylene glycol or MEG (25.6%l) are linked to crude oil prices. The costs of these raw
materials accounted for ~72.0% of net sales and, therefore, the fall in Indian crude oil basket price will boost gross margin. On a
consolidated basis, raw materials costs accounted for 78.0% of net sales and its composition is fairly similar to the standalone entity. As
the company has inventory (high-cost) of 78 days, it will suffer inventory loss in 3QFY15 and after three months the positive benefit of
lower crude oil prices will be visible. The company has Rs80bn of debt, with a 4x D/E ratio in THFY15 and working capital requirement of
Rs22.7bn. With the fall in crude oil prices, its working capital requirement will reduce significantly, which will ease the high D/E ratio and
also reduce interest costs to that extent.

Raw material cost break-up Scenario analysis of improvement in gross margin
Raw material details Rsmn (%) (Rsmn) lerrent 0.50% increas-e in | 0.75% increas.e in | 1.00% increas-e in
estimates gross margin gross margin gross margin
Ui gt B FY16E  FYI7E FY16E  FYI7E FY16E FY17E  FY16E  FY17E
MEG 9,628  25.6 |Gross margin (%) 24.6 24.5 25 24.9 25.1 25.1 25.3 25.3
. EBITDA (%) 10.2 10 10.5 10.4 10.7 10.6 10.9 10.7
Chip 558 e EBITDA 18,708 20,737 19,402 21,521 19,749 219120 20,096 22,304
Master batch 239 0.6/ |PAT 7,154 9,837 8,110 10,799 8,458 11,192 8,806 11,584
Others 952 25 EPS (Rs) 109.1 150.1 1241 165.3 129.5 171.3 134.8 177.3
Change (%) - - 13.7 10.1 18.7 14.1 23.6 18.1
Total 37,636 100 [P/E (x) 2.2 1.6 1.9 1.4 1.8 1.4 1.8 1.3

Source: Company, Nirmal Bang Institutional Equities Research
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Bata India
CMP: Rs1,311; Rating: Buy; M-Cap: Rs84.3bn

Likely savings in raw material costs

Costs of raw materials and traded goods together accounted for 46% of the company’s CY13 sales. Costs of raw materials
used for in-house footwear manufacture accounted for 16% of net sales, while traded goods accounted for 30% of sales. In
respect of products manufactured in-house, the costs of more than 50% of raw materials consumed like synthetic textiles (7.6%
of raw material consumption), chemicals (18.3%) and a significant portion of other raw materials (34.6%) are linked to crude oil
prices. With the costs of more than 50% of raw materials consumed and traded goods (accounting for ~20%-23% of sales)
linked to crude oil prices, a 37% fall in Indian basket of crude oil will improve margins of the company. As the company has
inventory of 190 days, it will take seven months to witness the benefit of lower crude oil prices.

Raw material cost break-up Scenario analysis of improvement in gross margin
Raw material details Rsmnn (%) (Rsmn) Current 1.0% increase in 1.5% increase in 2.0% increase in
Leather 555  16.6 estimates gross margin gross margin gross margin
RIEEeT 208 6.2 CY15E CY16E} CY15E CY16E| CY15E CY16E| CY15E  CY16E
Synthetic textile 256 76 Gross margin (%) 54.7 54.7 55.7 55.7 56.2 56.2 56.7 56.7|
EBITDA (%) 16.0 16.8 17.0 17.8 17.5 18.3 18.0 18.8
Chemicals 614 183 kptoA 4195 5400 4458 5721 4589 581 4721 6041
Packaging 210 6.3 pat 2597 3328 2775 3545 2,863 3,653 2952 3,761
Job charges 344 10.3 [EPS (Rs) 40.4 51.8 43.2 55.2 44.6 56.8 45.9 58.5
Other materials 1,159  34.6| |Change (%) - - 6.8 6.5 10.3 9.8 13.7 13
Total 3,346 100 [P/E (x) 32.5 25.3 30.3 23.8 29.4 23.1 28.6 22.4

Source: Company, Nirmal Bang Institutional Equities Research
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Supreme Industries
CMP: Rs620; Rating: Buy; M-Cap: Rs78.8bn

Likely savings in raw material costs

V2

Raw materials costs accounted for 69.4% of the company’s FY14 sales. Of this, the costs of commaodity plastic (80.8% of raw
material consumption), engineering plastics (3.1%), additives (8.3%) and a significant portion of other materials (7.8%) are
linked to crude oil prices. As the costs of over 95% of raw materials (accounting for ~65% of net sales) are linked to crude oil
prices, the fall in Indian crude oil basket price will boost gross margin. As the company has inventory (high-cost) of 65 days, it
will suffer inventory loss in 2QFY15 and only after three months the positive benefit of lower crude oil price will be visible.

Raw material cost break-up Scenario analysis of improvement in gross margin
Raw material details Rsmn (%) (Rsmn) lerrent 1.0% increasc-e in 2.0% increasc.e in 3.0% increas? in
estimates gross margin gross margin gross margin
Commodity plastic 20,699 80.8 FY16E FY17E FY16E FY17E FY16E FY17E FY16E FY17E
Gross margin (%) 33.4 33.4 34.4 34.4 35.4 35.4 36.4 36.4
Engg.plastic 784 31 \egiTpA (%) 13.7 14.1 14.7 15.1 15.7 15.7 16.7 17.1
Additives 2138 8.3 EBITDA 7,626 9,525 8,183 10,201 8,740 8,740 9,296 11,552
PAT 3,969 5,163 4,340 5,613 4,711 4,711 5,082 6,514
Others 2003 7.8 [EPS(Rs) 31.3 40.7 34.2 44.2 371 371 40.0 51.3
Change (%) - - 9.4 8.7 18.7 18.7 28.1 26.2
Total 25462 100/ |P/E (x) 19.8 15.2 18.1 14.0 16.7 16.7 15.5 12.1

Source: Company, Nirmal Bang Institutional Equities Research
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V-Guard Industries
CMP: Rs1,081; Rating: Buy; M-Cap: Rs32.5bn

Likely savings in raw material costs

Costs of raw materials and traded goods accounted for 73.5% of the company’s FY14 sales, Out of this 31.9% was accounted for raw
materials used for in-house manufacturing and traded goods accounted for 41.6%. As regards, the prices of raw materials used for in-
house manufacturing of wire and cable (accounting for 36% of total revenue) like PVC (9.1% of total raw materials consumed) and XLPE
(0.7%) are linked to crude oil prices. Similarly, traded goods (contributed ~60% to total revenue) like voltage stabilisers - which accounted
for 17.6% of total revenue - 12.5% of the costs of raw materials/components like ABS cabinet/containers are impacted by the movement in
crude oil prices. On a blended basis, the costs of raw materials accounting for ~11%-15% of sales are linked to crude oil prices. Therefore,
the fall in Indian crude oil basket price will boost gross margin. As the company has inventory of 81 days, it will take three months to
witness the benefit of lower crude oil prices.

Raw material cost break-up Scenario analysis of improvement in gross margin

Raw materials details Rsmn (%) (Rsmn) lerrent 0.5% increasc-e in 1.0% increasc.e in 1.5% increas? in
estimates gross margin gross margin gross margin
Copper 3505  70.9 FY16E FY17E FY16E  FY17E, FY16E FY17E FY16E  FY17E
PVC 449 9.1 |Gross margin (%) 276 28.2 27.9 286 28.3 28.9 287 29.3
. EBITDA (%) 8.9 9.3 9.2 9.7 9.6 10.0 10.0 10.4
ATy 213 59 legimoA 1915 2415 1,993 2508 2071 2601 2149 2,694
XLPE 35 0.7 PAT 1188 1,570 1,243 1,636 1,209 1,702 1,354 1,768
Otfere w0 139 EPS(Rs) 39.8 52.6 M7 54.8 435 57 45.4 59.2
Change (%) . d 47 42 9.3 8.4 14.0 12.6
Total 4,942 100 |P/E (x) 27.2 20.6 25.9 19.7 24.9 19.0 23.8 18.3

Source: Company, Nirmal Bang Institutional Equities Research
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Havells India
CMP: Rs332; Rating: Buy; M-Cap: Rs207.6bn
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Likely savings in raw material costs (standalone)

Raw materials costs accounted for 61.5% of FY14 sales. Of this, the costs of engineering plastics (1.9% of raw material
consumption), general plastics (6.8%), paints and chemicals (5.0%) and a significant part of other materials (29.1%) are linked
to crude oil prices. These raw material costs accounted for ~12%-15% of net sales and, therefore, the fall in Indian crude oil
basket price will boost gross margin. As the company has inventory of 100 days, it will take four months to witness the benefit of
lower crude oil prices.

Raw material cost break-up Scenario analysis of improvement in gross margin

Raw material details Rsmn (%) (Rsmn) Current 0.5% increase in 1.0% increase in 1.5% increase in
Engg. plastics 475 1.9 estimates gross margin gross margin gross margin
General plastics 1,737 6.8 FY16E  FY17E| FY16E  FY17E, FY16E  FY17Ef FY16E  FY17E
Aluminium 3,673  14.4| |Gross margin (%) 38.9 38.9 39.2 39.2 39.5 39.5 39.8 39.8
Copper 8,701  34.2 |[EBITDA (%) 14.2 14.2 14.5 14.5 14.8 14.8 15.1 15.1
Paints & chemicals 1,263 5.0 [EBITDA 9,172 10,714 9,370 10,944 9,567 11,175 9,765 11,405
Steel 1,008 4.0 |PAT 6,119 7,178 6,262 7,344 6,404 7,509 6,546 7,675
Packing materials 1,196 4.7/ |EPS (Rs) 9.8 11.5 10.0 11.8 10.3 12.0 10.5 12.3
Others 7,410  29.1| |Change (%) - - 23 2.3 4.6 4.6 7.0 6.9
Total 25462 100 |P/E (x) 33.9 28.9 33.2 28.1 32.2 21.7 31.6 27.0

Source: Company, Nirmal Bang Institutional Equities Research
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Havells India
Cont'd....

v/

Likely savings in raw material costs (consolidated)

Raw materials costs accounted for 54.6% of FY14 sales. Of this, the costs of engineering plastics (1.9% of raw material
consumption), general plastics (6.0%), paints and chemicals (4.3%), and a significant part of other materials (33.3%) are linked
to crude oil prices. The costs of these materials accounted for ~12%-16% of net sales and, therefore, the fall in Indian crude oil
basket price will boost gross margin. As the company has inventory of 116 days it will take four months to witness the benefit of
lower crude oil prices.

Raw material cost break-up Scenario analysis of improvement in gross margin

Raw material details Rsmn (%) (Rsmn) Current 0.5% increase in 1.0% increase in 1.5% increase in
Engg. plastics 610 1.9 estimates gross margin gross margin gross margin
General plastics 1,887 6.0 FY16E  FY17E FY16E  FY17E, FY16E  FY17E, FY16E  FY17E
Aluminum 4,226  13.5) |Gross margin (%) 43.3 43.6 43.6 43.9 43.9 44.2 44.2 44.5
Copper 8,715  27.8 |[EBITDA (%) 10.4 11.4 10.7 11.7 11.0 12.0 11.3 12.3
Paints & chemicals 1,359 4.3 |[EBITDA 10,634 12,965 10,923 13,285 11212  13,606) 11,502 13,926
Steel 1,272 4.1 |PAT 6,594 8,227 6,883 8,547 7173 8,867 7,462 9,187
Packing materials 1,504 4.8 |EPS (Rs) 10.6 13.2 11.0 13.7 11.5 14.2 12.0 14.7
Others 10,449  33.3 [Change (%) - - 4.4 3.9 8.8 7.8 13.2 11.7
Phosphor powder 534 1.7] |PIE (x) 31.3 25.2 30.2 24.2 28.9 23.4 21.7 22.6
Glass and glass tube 213 0.7) Source: Company, Nirmal Bang Institutional Equities Research

Ballast 632 2.0

Total 25,462 100
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Nilkamal Industries
CMP: Rs408; Rating: Not Rated; M-Cap: Rs6.1bn

Likely savings in raw material costs

Raw materials costs accounted for 55.5% of the company’s FY14 sales. Of this, costs of polyethylene (52.9% of raw material
consumption) and polypropylene (34.7%) are linked to crude oil prices. These raw material costs accounted for ~50% of net
sales and, therefore, the fall in Indian crude oil basket price will boost gross margin. With a lower margin structure, percentage
increase in net profit because of a sharp fall in crude oil prices will be very high for the company. As the company has inventory
(high-cost) of 100 days, it will suffer inventory loss in 3QFY15/4QFY15 and after four months the positive benefit of lower crude
oil price will be visible.

Raw material cost break-up Scenario analysis of improvement in gross margin

. . Current 1.0% increase in 2.0% increase in 3.0% increase in
Raw material details Rsmn (%) |(Rsmn) . . . .

estimates gross margin gross margin gross margin
FY16E  FY17El FY16E  FY17E| FY16E FY17E  FY16E  FY17E
Polyethylene 462 529 s margin (%) 37.7 38 387 39 39.7 0 407 41
EBITDA (%) 9.2 9.5 10.2 10.5 11.2 11.5 12.2 125
LT 2072 347 \epirpa 1802 2401 1,997 2322 2193 2,543 2388 2765
PAT 726 927 864 1,083 1,002 1239 1,140 1,395
Sl 740 124 leps (Rs) 480 615 573 79 665 824 757 928
Change (%) . d 19.2 17 38.5 34.0 57.7 51
[t 5913 100 b (x) 8.5 6.6 7.1 5.7 6.1 5.0 5.4 44

Source: Company, Nirmal Bang Institutional Equities Research
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Relaxo Footwear
CMP: Rs508; Rating: Not Rated; M-Cap: Rs30.5bn

Likely savings in raw material costs

Costs of raw materials consumed and traded goods together accounted for 51.7% of the company’s FY14 sales. Out of this, 45.5% was
accounted for by raw materials used to manufacture footwear in-house, while traded goods accounted for the balance 6.2%. As regards
the raw materials used for in-house manufacturing, the costs of ~ 50%-60% of items like EVA (29.4% of raw material consumption),
synthetic rubber (1.4%) and a significant part of other raw materials (42.8%) are linked to crude oil prices. The costs of these materials
accounted for ~25%-30% of sales and, therefore, the fall in Indian crude oil basket price will boost margins of the company. As per our
discussions with the management, the company will not pass on the decline in input costs to the consumers and will retain additional
margin with itself. As the company has inventory of 103 days, it will take four months to witness the benefit of lower crude oil prices.

Raw material cost break-up Scenario analysis of improvement in gross margin
Raw material details Rsmn (%) (Rsmn) lerrent 1% increase-in 2% increase.in 3% increase-in
estimates gross margin gross margin gross margin
Raw rubber 72 12.2 FY16E  FY17E FY16E  FY17TE| FY16E FY17E  FY16E  FY17E
EVA 1,380  29.4| |Gross margin (%) 9919 56 56.5 57 57.5 58 58.5 59
_ EBITDA (%) 12.9 13.4 13.9 14.4 14.9 15.4 15.9 16.4
LB 66 14 legirpa 2254 2,829 2429 3040, 2603 3251 2778 3462
Packing material 670  14.3 PAT 1,104 1,495 1,221 1,636] 1,338 1,776] 1455 1,917
Others n EPS (Rs) 18.4 24.9 20.4 21.3 22.3 29.6 24.3 32
Change (%) - - 10.6 9.4 21.2 18.8 31.8 28.2
Total 2,679 100 PIE (x) 27.6 20.4 24.9 18.6 22.8 17.2 20.9 15.9

Source: Company, Nirmal Bang Institutional Equities Research
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Whirlpool of India
CMP: Rs658; Rating: Not Rated; M-Cap: Rs83.5bn

Likely savings in raw material costs

Costs of raw materials/traded goods accounted for 47.9%/17.9%, respectively, of the company’s FY14 net sales. Of the raw materials
consumed, the costs of a significant portion of other intermediates and components (12.4% of raw material consumption) along with
another nearly ~10% in respect of traded goods are linked to crude oil prices. These raw material costs accounted for ~8%-10% of net
sales and, therefore, the fall in Indian crude oil basket price will boost gross margin. In the past nine months, white goods manufactured
benefited from appreciation in the US/INR rate from 69 to 61, reduction in excise duty from 12% to 10% and lower commodity prices.
However, none of the benefits were passed on to the consumers. We expect the benefit of lower input costs because of the fall in crude oil
prices to be also retained by the company. As the company has inventory of 87 days, it will take four months to witness the benefit of lower

crude oil prices.
Raw material cost break-up

V2

Scenario analysis of improvement in gross margin

Raw material details Rsmn (%)
Steel sheet 1,374 529
Compressors 2,363  34.7
Other intermediates 9,789 124
Total 13,526 100

(Rsmn) Current 0.5% increase in 1.0% increase in 1.5% increase in
estimates gross margin gross margin gross margin
FY16E FY17E FY16E FY17E FY16E FY17E FY16E FY17E
Gross margin (%) 63.1 62.8 63.6 63.3 64.1 63.8 64.6 64.3
EBITDA (%) 19.5 19.9 20.0 20.4 20.5 20.9 21.0 21.4
EBITDA 7,797 9,364 7,991 9,593 8,185 9,822 8,379 10,050
PAT 5,249 6,368 5,384 6,528 5,520 6,688 5,655 6,848
EPS (Rs) 41.4 50.2 42.4 51.5 43.5 52.7 44.6 54.0
Change (%) - - 2.6 2.5 5.2 5 7.7 7.5
PIE (x) 15.9 13.1 15.5 12.8 15.1 12.5 14.8 12.2

Source: Company, Nirmal Bang Institutional Equities Research
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DISCLAIMER

V2

This presentation is for informational purposes only. Data has been sourced from independent third-parties that
we believe are reliable. However, its accuracy and completeness are not guaranteed, and not been
independently verified. The information contained herein constitute judgment as at the date of this presentation,
and we reserve the right to amend, change, or cease publication of the information at anytime without notice.
This presentation includes forecasts, investment strategy and future projections which are “forward-looking”
statements. The use of forward-looking terminology reflect current views with respect to future events and are
subject to certain risks, uncertainties, and other factors that may cause the actual results, performance or
achievements to be materially different from that expressed or implied. Risk disclosures are estimates and could
be materially different from what is forecast. As a result, actual future gains or losses could materially differ from
those projected. Statements of past history are not indicative of future performance. This is neither an offer to sell

nor a solicitation of any offer to buy any securities in any fund.
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Team Details:

Name Email Id Direct Line
Rahul Arora CEO rahul.arora@nirmalbang.com -
Girish Pai Head of Research girish.pai@nirmalbang.com +91 22 3926 8017 /18
Dealing

Ravi Jagtiani Dealing Desk ravi.jagtiani@nirmalbang.com +91 22 3926 8230, +91 22 6636 8833
Pradeep Kasat Dealing Desk pradeep.kasat@nirmalbang.com +91 22 3926 8100/8101, +91 22 6636 8831
Michael Pillai Dealing Desk michael.pillai@nirmalbang.com +91 22 3926 8102/8103, +91 22 6636 8830
Umesh Bharadia Dealing Desk umesh.bharadia@nirmalbang.com +91-22-39268226

Corporate / Correspondence Address:
301/302, B-2, 3" Floor, Marathon Innova,
Opp. Peninsula Corporate Park,

G.K. Marg, Lower Parel (W), Mumbai-400013
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