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Paper Sector: Valuation

Paper industry

CMP Mkt Cap Sales EBITDA PAT EV/EBITDA

Companies

Paperex 2023 - Yet another milestone achieved (Rs) (Rs bn) (Rs mn)
Summary JK Paper 394 66 64,368 21,845 12,082 4.4
Andhra Paper 571 23 20,977 7,867 5,225 3.0

We attended Paperex 2023, the largest paper exhibition held at Delhi-NCR, which is
a reflection of the increasing capabilities as well as the potential for new
technologies and investments in the Paper, Pulp and Allied Industries. The event TNPL 282 20 51,799 10,480 3,879 3.5
received overwhelming response from industry and it repeated the success story Orient Paper & Ind, 42 9 9430 1,911 992 6.2
with over 600 leading exhibitors from 24 countries and thousands of trade visitors
from all over the world. The key players like JK Paper, ITC, TNPL, Orient Paper,
Westcoast, Andhra Paper, Naini papers, amongst others were part of this exhibition.
We were thrilled to interact with key business heads of these companies to
understand current industry dynamics and outlook, as they perceive for near future.
We maintain positive outlook on the industry and like JK Paper amongst the listed
domestic players. Currently we have HOLD rating on the stock with a TP of Rs386.

Key Highlights

= Key raw materials may move up driving NSR improvement: The industry experts
are of the view that global softwood pulp prices have bottomed out recently and
the current prices are quoting at $650-680/MT. Even in the domestic market, raw
material prices (wood, coal, chemical prices) have seen uptick. We believe given
cost of manufacturing is increasing, NSR are bound to improve, if demand remains
buoyant. On Import front, ASEAN countries are actively looking at any possible

West Coast Paper Mills 674 45 49,120 17,198 10,870 2.7

Source: IDBI Capital, Company; Note: FY23 Financials

export opportunities, including India market, and demand dynamics and pricing
would be key driver of quantum of paper import.

= Industry on a consistent growth path, JK Paper remains our top pick: In absence
of any major capacity expansion in the domestic market, organized players are in
sweet spot to benefit from healthy demand and higher pricing in near term. We

like JK Paper amongst the domestic listed paper players given its scale of Archana Gude
operations, extensive distribution reach and foray into allied business segment of archana.gude@idbicaapital.com
corrguagted packaging. Recommend HOLD with a TP of Rs386. +91-22-2217 1938
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Domestic Paper Industry Overview

The Indian paper & paper products market to reach $13.4 billion by 2024

India's share in the demand for paper across the globe has seen impressive growth, as the domestic demand is
increasing at a steady pace. Growing manufacturing sector, requirement of better quality packaging of FMCG
products marketed through organized retail and the demand for the upstream market of paper products, such
as tissue paper, filter paper, tea bags, light weight online coated paper and medical grade coated paper are
expected to drive the paper & paper products market in India in coming years. The per capita paper
consumption in India at a little over 15 kg/year, is way behind the global average of 57 kg/year.

The paper and board industry in India is considering this transition phase as a great opportunity coupled with
the challenge of providing affordable alternatives. Paper mills are conducting various trials to make paper and
paperboard for the intended use, like carrying, wrapping, protecting, packing and holding as a container.
Under the baseline scenario, by 2024-25, domestic consumption is projected to rise to 23.5 million TPA and
production to 22 million TPA. About one million TPA of integrated pulp, paper and paperboard capacity is
required to be created in India on an annual basis over the current capacity to meet the growing demand.

India is the fastest growing market for paper globally and it presents an exciting scenario; paper consumption
is poised for a big leap forward in sync with the economic growth.
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Packaging Segment Leading the Show

India's packaging paper segment has grown strongly in recent years, and today the segment makes up 63% of
total paper demand in India, up from 52% six years ago.

= Upsurge in e-commerce

The packaging paper segment has grown quickly, thanks partly to the flourishing e-commerce sector,
particularly after the Covid-19 pandemic. According to one India's e-commerce business is expected to
grow from $29 billion in 2020 to just over $100 billion by 2025. This trend has led to a growing need for
packaging materials, including corrugated boxes, cartons, and wrapping papers. Effective and efficient
packaging solutions have become paramount as more consumers turn to online shopping for their daily
needs. In addition, packaging paper and paperboard provide an eco-friendly solution for businesses
seeking to deliver their products safely and efficiently.

m  Rising income levels

The second driver of growth for packaging paper is the rise in the middle class, which has grown from 14%
to 31% of the population between 2004-05 and 2021-22 and is projected to rise to 63% by 2047, according
to the People Research on India's Consumer Economy survey. Rising income has boosted consumer
spending, with more people buying products with high- quality packaging solutions. The Indian paper
industry has tapped into this opportunity by capitalizing on the growing demand for high- quality
paperboard and packaging paper & paper boards. The increasing demand for high- quality paperboard and
packaging paper has encouraged paper manufacturers to introduce innovative products and expand their
distribution channels. In addition, increasing consumer demand has allowed them to cater to a broader
range of consumers who demand safe and secure packaging solutions.

m  Single-use plastic ban in India
On August 12, 2021, the Indian Government's Ministry of Environment, Forest, and Climate Change issued
the Plastic Waste Management Amendment Rules, 2021 to reduce plastic waste and promote eco-
friendliness. The ban on single-use plastic came into effect in July 2022 and has led to good traction in
demand for paper-based alternatives such as paper bags and cups, presenting attractive growth prospects
for the paperboard and packaging paper segment. Paper manufacturers have responded to this trend by
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increasing the production of these products and investing in new technology to enhance their quality and
durability. While the current ban covers items with low utility and high littering potential, a potential
extension to cover other things, such as sachets, pouches, and wrappers, will significantly impact the
demand for paper-based alternatives in the medium term.

A sustainability and eco- friendliness shift

Consumer preferences are also undergoing a significant transformation, as 60% of consumers indicate that
socially responsible or sustainable products constituted at least half of their most recent purchases.
Moreover, almost 50% of global consumers have acknowledged paying a premium, averaging 59%, for
sustainable or manu socially responsible products. The market shift towards sustainable and
environmentally friendly products, combined with the upsurge in e-commerce and rising income levels,
has created a favourable environment manufacturers for paper to invest in paperboard and packaging

paper.
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Recent Key Developments

Andhra Paper BoD approved a capital expenditure of Rs400Cr to rebuild and upgrade the existing pulp
mill.

Andhra Paper to set up an integrated greenfield project at Unit: Kadiyam and install 175,000 TPA approx
Board Machine along with ancillary infrastructure.

ITC installed a new décor paper machine at Unit Tribeni with 20,000 TPA capacity.

ITC installed a high efficiency recovery boiler (the largest in the Indian pulp & paper industry) at Unit
Bhadrachalam, setting a global benchmark in emission standards.

JK Paper's new packaging board capacity started production during FY 2021-22 and is in ramp up mode.

Kuantum Papers to debottleneck and upgrade all 4 paper machines and pulp mill, to increase production
capacity to 600 TPD.

Kuantum Papers is setting up a specialty paper machine.
Naini Papers commissioned a 1,00,000 TPA new wood fiber line (Bleached Hardwood Kraft Pulp).

Naini Papers ordered a 1,30,000 TPA new specialty fine paper machine from Valmet, which is expected to
start in Dec/Jan 2025.

NR Agarwal Industries to set up a 500 TPD board machine at Unit 5, expand- able to 900 TPD.

Orient Paper announced plans for modernisation and capacity debottlenecking of opera tions with a capex
of Rs475Cr.

Pakka is setting up a new production facility in Guatemala, which will be the first overseas facility for the
company.

Pakka is undergoing an expansion at its Ayodhya plant which entails setting up a new paper machine -
PM4, a new power plant, capacity enhancement of existing paper machine and pulp mill.

Pakka is now listed on NSE.
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Satia Papers added the 4th paper machine with 1,00,000 TPA capacity.

Seshasayee Paper & Boards secured environmental clearances for project MDP - IV to augment paper
capacity from 1,65,000 TPA to 2,31,000 TPA and pulp capacity (Wood and Bagasse) from 1,80,000 TPA to
2,52,000 TPA at Erode unit.

TNPL to implement the second phase of the MEP, for capacity enhancement of Unit Il.

Trident installed a shoe press on their PM2 machine to increase the production capacity by 50 TPD.
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Exhibit 1: Performance Summary-FY23

Production Actual Turnover EBITDA Growth
Mill Name Capacity Production (Rs Crores) (Rs Turnover
(MTPA) (MT) Crores) (%)

ITC Limited -PSPD 9,80,000 NA 9,081 2,294 18.9
JK Paper Limited 7,61,000 8,72,226 6,208 1,759 60.0
Tamil Nadu Newsprint & Paper Limited 6,00,000 5,88,828 5,180 1,048 28.8
Century Pulp & Paper 4,81,130 4,55,225 3,571 NA 27.0
West Coast Paper Mills Limited 3,20,000 3,14,919 2,605 948 40.0
Andhra Paper 2,41,000 2,50,292 2,098 787 52.5
Seshasayee Paper & Boards 2,55,000 2,41,145 2,083 565 54.0
Emami Paper Mills 3,40,000 2,96,594 2,308 237 18.0
Satia Industries Limted 2,19,000 2,09,910 1,884 426 111.0
Kuantum Papers Limited 1,64,250 1,52,304 1,313 383 57.0
Bindals Paper Mills Limited & Bindals Group 4,70,600 3,97,459 2,215 179 20.5
Trident Limited (Paper & Chemicals Division) NA 1,48,145 1,343 368 37.0
NR Agarwal Industries Limited 2,88,000 2,70,941 1,766 197 9.3
Naini Papers Limited 1,25,000 1,26,415 1,114 376 71.0
Orient Paper & Industries Limited 1,00,000 79,933 943 191 61.0
Silverton Pulp & Papers Private Limited 1,80,000 1,39,858 866 128 40.0
Shreyans 94,000 92,996 866 112 48.0
Ruchira Papers Limited NA 1,46,758 803 109 31.0
Pudumjee Paper 72,000 57,600 759 95 36.6
Star Paper 75,000 67,000 514 101 47.7
Dev Priya Products 1,66,000 1,46,303 737 43 7.4
Genus Paper & Boards Limited 4,50,000 NA 655 24 49.0
Pakka Limited 39,100 39,768 408 94 40.3
Dev Priya Industries Limited 2,00,000 1,46,030 516 6 9.4

Source: Paper Mart Issue Oct-Nov, 2023; IDBI Capital Research
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A Glimpse of Paperex 2023 — World’s Largest Paper Show
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?:BI Notes

Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.

IDBI Capital Markets & Securities Ltd.
Equity Research Desk
6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) — INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G01075578
Compliance Officer: Ms. Sunita Rangankar; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for 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 the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or 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. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital and associates 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 report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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Analyst Disclosures

1, Archana Gude, hereby certify that the views expressed in this report accurately reflect my personal views about the subject companies and / or securities. | also certify that no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or

views expressed in this report. Principally, | will be responsible for the preparation of this research report and have taken reasonable care to achieve and maintain independence and objectivity in making any recommendations herein.

Other Disclosure

IDBI Capital Markets & Securities Ltd.(herein after referred to as “IDBI Capital”) was incorporated in the year 1993 under Companies Act, 1956 and is a wholly owned subsidiary of IDBI Bank Limited. IDBI Capital is one of India’s leading securities firm which offers a full suite of
products and services to individual, institutional and corporate clients namely Stock broking (Institutional and Retail) , Distribution of financial products, Merchant Banking, Corporate Advisory Services, Debt Arranging & Underwriting, Portfolio Manager Services and providing
Depository Services. IDBI Capital is a registered trading and clearing member of BSE Ltd. (BSE) and National Stock Exchange of India Limited (NSE). IDBI Capital is also a SEBI registered Merchant Banker, Portfolio Manager and Research Analyst. IDBI Capital is also a SEBI registered

depository participant with National Securities Depository Limited (NSDL) and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI).
IDBI Capital and its associates IDBI Bank Ltd. (Holding Company), IDBI Intech Ltd. (Fellow Subsidiary), IDBI Asset Management Ltd. (Fellow Subsidiary) and IDBI Trusteeship Services Ltd. (Fellow Subsidiary).

IDBI Group is a full-serviced banking, integrated investment banking, investment management, brokerage and financing group. Details in respect of which are available on www.idbicapital.com IDBI Capital along with its associates are leading underwriter of securities and
participants in virtually all securities trading markets in India. We and our associates have investment banking and other business relationships with a significant percentage of the companies covered by our Research Department. Investors should assume that IDBI Capital and/or
its associates are seeking or will seek investment banking or other business from the company or companies that are the subject of this material. IDBI Capital generally prohibits its analysts, persons reporting to analysts, and their dependent family members having a financial
conflict of interest in the securities or derivatives of any companies that the analysts cover. Additionally, IDBI Capital ge nerally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of any companies that the
analysts cover. Our sales people, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses
may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Directors of IDBI
Capital or its associates may have interest in the Companies under recommendation in this report either as Director or shareholder. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is
provided herein. This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. We are not soliciting any action based on this material. It is for the general
information of clients of IDBI Capital. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should
consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. We and our associates, officers, directors, and employees, including persons involved in the preparation or issuance of this material,
may from time to time have “long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. For the purpose of calculating whether IDBI Capitaland its associates holds beneficially owns or controls, including

the right to vote for directors, 1% of more of the equity shares of the subject issuer of a research report, the holdings does not include accounts managed by IDBI Asset Management Company/ IDBI Mutual Fund.

IDBI Capital hereby declares that our activities were neither suspended nor we have materially defaulted with any Stock Exchange authority with whom we are registered in last five years. However SEBI, Exchanges and Depositories have conducted the routine inspection and
based on their observations have issued advice letters or levied minor penalty on IDBI Capital for certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been
cancelled by SEBI at any point of time. IDBI Capital, its directors or employees or associates, may from time to time, have positions in, or options on, and buy and sell securities referred to herein. IDBI Capital or its associates, during the normal course of business, from time to
time, may solicit from or perform investment banking or other services for any company mentioned in this document or their connected persons or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker
in the financial instruments of the company(ies) discussed herein or their affiliate companies or act as advisor or lender / borrower to such company(ies)/associates companies or have other potential conflict of interest. This report may provide hyperlinks to other websites.
Except to the extent to which the report refers to the website of IDBI Capital, IDBI Capital states that it has not reviewed the linked site and takes no responsibility for the content contained in such other websites. Accessing such websites shall be at recipient's own risk. IDBI
Capital encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. Accordingly, neither IDBI Capital nor Research Analysts have any material conflict of interest at
the time of publication of this report. We offer our research services to primarily institutional investors and their employees, directors, fund managers, advisors who are registered with us. The Research Analyst has not served as an officer, director or employee of Subject
Company. We or our associates may have received compensation from the subject company in the past 12 months. We or our associates may have managed or co-managed public offering of securities for the subject company in the past 12 months. We or our associates may
have received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12 months. We or our associates may have received any compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months. We or our associates may have received any compensation or other benefits from the Subject Company or third party in connection with the research report. Research Analyst or his/her relative’s
may have financial interest in the subject company. IDBI Capital or its associates may have financial interest in the subject company. Research Analyst or his/her relatives does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of Research Report. IDBI Capital or its associates may have actual/be neficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research
Report. The Subject Company may have been a client during twelve months preceding the date of distribution of the research report. Price history of the daily closing price of the securities covered in this note is available at www.bseindia.com; www.nseindia.com and

www.economictimes.indiatimes.com/markets/stocks/stock-quotes.

14



