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Incorporated in 1935, Huhtamaki India Ltd (HIL) is one of the leading players in consumer packaging
industry. It offers a wide portfolio of packaging solutions which includes flexible packaging (pouching
solutions, labelling technologies, shrink sleeve solutions, specialized cartons, packaging machines, tube
laminates, promotional, holographic and security solutions, cylinders and specialised films for high barrier).
It serves across its key clientele such as Britannia, Coca Cola, Ferrero, Glaxo Smithkline, Marico, Mondelez,

Nestle, Pepsico, P&G, Unilever, etc.
Expecting reversal post restructuring

In August 2022, the company changed its key management, with the appointment of the Managing Director
of the company, Dhananjay Salunkhe. During the course of his action, HIL has undergone restructuring at
various levels such as optimization of manufacturing footprint (consolidated 5 manufacturing sites over
2023, manufacturing sites down from 15 to 10 at present), evasion of loss making products and Voluntary
Retirement Scheme (VRS) for employees (incurred one time payment of Rs. 34 cr). It is expected to
generate long term benefits from these strategic decisions which were being made at intervals.

Innovation towards sustainable packaging, a key topline growth driver

HIL aims to transform its journey from a packaging converter player towards sustainable packaging solution
provider. With that, it has commissioned blueloop equipment in Q3FY24 at its owned plant and started
sample manufacturing and supply to its customers for their respective clients. In addition to this, it has a
solution offering under blueloop as an umbrella products which will include recyclable products i.e. ‘blue
light’ as one of the options for reduced weight for polyolefin based structures. HIL follows the policy of
sustainable, affordable and adaptable (power of 3) offerings to its customers.
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Strengthened fundamentals backed by efficient operations

During Q3FY24, the management completed asset monetization with the sale of Thane and Ambernath land
sale. Additionally, it has retired its total debt during the quarter except Rs. 200 cr of External Commercial
Borrowing (ECB) of its parent company. The same is expected to be paid subject to statutory approval. As on
Dec’23, it has retained its strong balance sheet with healthy cash at Rs. 400 cr and debt to equity ratio
stood at 0.2x.

Valuation
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HIL has witnessed weak performance during CY23 due to lower volumes caused from the restructuring
activities. However, it is expected to generate double digit topline growth over the next 2 years. We expect
the company to maintain its gross margins in the range of ~34-35% amid stability in raw material prices. As a
result, EBITDA margins are expected to be in the range of ~10-11%. ROE and ROCE is expected at ~14% and
18% in CY25E, respectively. The stock is currently trading at 23.9x to TTM EPS. We assign 18x to CY25
EPS to arrive at a target of Rs. 529/share with an upside of 56% over the CMP.

Figures in Rs Cr

Year Revenue Growth EBITDA Margin PAT Growth EPS PE EV/EBITDA  ROCE

CY22 2,983 14% 157 5% 50 NM 6.57 51.6x 19.2x 8%
CY23 2,549 -15% 195 8% 107 115%  14.16 23.9x 12.9x 12%
CY24E 2,804 10% 298 11% 192 79% 25.40 13.3x 8.4x 18%

CY25E 3,085 10% 340 11% 222 16% 29.36 11.5x 7.3x 18%
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Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited, BSE
Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited and , National Commodity
and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments and Currency Derivatives
Segment .

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of interest
at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or his relatives
may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately
preceding the date of publication of this research report.

NBSPL 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. NBSPL or its associates have not received any compensation or
other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not
served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in market making
activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this
research report accurately reflects my/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 and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.
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The Research Report is for the personal information of the authorized recipient and does not construe to be any investment,
legal or taxation advice. NBSPL is not soliciting any action based upon it. Nothing in the research report 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 the research report, we did not take into account the investment objectives, financial situation and particular
needs of the reader.

The research report has been prepared for the general use of the clients of NBSPL 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 the research report in any way. Though disseminated to all the customers simultaneously, not
all customers may receive the research report at the same time. NBSPL will not treat recipients as customers by virtue of
their receiving the research report. The research report is not directed or intended for distribution to or use by any person or
entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be
contrary to law, regulation or which would subject NBSPL & its group companies to registration or licensing requirements
within such jurisdictions.

The report is based on the 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. NBSPL 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
the research report. NBSPL 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 the research report should rely on
their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or
refrain from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to
providing independent and transparent recommendations to its clients, and would be happy to provide information in
response to specific client queries.
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Before making an investment decision on the basis of research report, 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 employees of NBSPL accept any liability whatsoever for any direct, indirect, consequential or
other loss arising from any use of the research report and/or further communication in relation to the research report. Here it
may be noted that neither NBSPL, 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 profit that may arise from or in
connection with the use of the information contained in the research report.

Copyright of this document vests exclusively with NBSPL

Our reports are also available on our website www.nirmalbang.com

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance
of returns to investors.
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