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Cherat Packaging: FY17PE 8.6x....

We re-initiate our coverage on Cherat packaging Limited (CPPL). Our drive
for coverage is the expansion plan initiated by CPPL (Ghulam Farooq Group)
and the upcoming plans to further expand and increase the production
capacity albeit growth in in cement offtake. We see significant improvement
in demand for cement in the country is having a positive impact on sales of
packaging bags produced by CPPL, which is leading listed player.

O We expect CPPL to report 2Q EPS of Rs6.2/sh — wherein we
expect expansion impact may come in 2HFY17 as per company
reports. Hence we have tabulated FY17 EPS of Rs38.8/sh versus
Rs 31.55/sh reported in FY16. CPPL deciphers FY17PE of 8.6x.
CPPL is also dividend payer.

Establishment of infrastructural projects and commencement of projects
under CPEC will further boost off-take of cement in the country, as being
envisaged by various government agencies. CPPL is one of the prominent
players in the cement packaging business.In addition to the cement industry,
the company is also producing PP bags for sugar, chemical and other similar
industries.

CPPL is set to subsequently increase capacity with the 5t line of papersack
plant. We see some potential for future margins of CPPL amid the expansion
helping CPPL to enjoy better market share and economies of scale. Earlier,
CPPL shown increased export of PP bags and also supplied its bags to
various industries like sugar, fertilizer chemicals wherein main sales
remained directed to cement sector.

CPPL P&L estimations

Net turnover 6,888,605 7,404,519 7.49%
GP Margin 22.97% 25.28%  10.08%
Gross profit 1,582,067 1,871,929 18.32%
Net profit to sales 13.33% 15.25% 14.41%
PAT 918,239 1,129,189 22.97%
EPS 31.55 38.79 22.97%
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CPPL@ 334

52week low 270.00

52week high 427.00

Beta 0.70

Total no. of shares 29.61mn
Market Capitalization Rs10.05bn
Enterprise value Rs10.6bn

Relative index CPPL - Underperforming
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Highlights

O Installed capacity of CPPL: 410mn bags /
annum. Another 50mn PP bags capacity will be
added in the second phase in 2017

O Set to increase with 5" line (anticipated after
FY17)

O Collaboration with Mondi Packaging and BSW
— Windmoller & Holscher

O CPPL is well positioned to meet the
requirements of its customers
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