
  PRINCPIP’s net revenue declined by 16.4% YoY to Rs 6.4bn, impacted by 10.2% YoY
degrowth in volumes (38,458 MT) and lower realizations (down 6.8% YoY). Significant
channel destocking due to sharp correction in PVC prices (decline of Rs 29 per kg in
Q2FY23 over Q1FY23) impacted volumes of both Agri and Plumbing/SWR pipes portfolio.

  The company reported loss of Rs 113.5mn at EBITDA level (vs profit of Rs 1,227mn in
Q2FY22), largely impacted by sharp inventory losses of Rs 800-900mn. Net loss stood
at Rs 241.1mn (vs PAT of Rs 760.9mn in Q2FY22).

  In H1FY23, net revenue and EBITDA stood at Rs 12.4bn (up 13.6% YoY) and Rs 325mn
(down 80.2% YoY) respectively, while net loss was Rs 80.9mn (vs PAT of Rs 938.4mn in
H1FY22). Inventory loss in H1FY23 stood at Rs 1.1-1.2bn. CPVC segment delivered
strong performance with 25% volume growth in H1FY23.

 Net WCC improved to 68 days as on Sept-22 from 88 days as on June-22, driven by
improvement in inventory levels. Gross and Net Debt declined from Rs 1.8bn and
Rs 0.7bn as on Jun-22 to Rs 1.3bn and Rs 0.1bn respectively as on Sept-22.

  PRINCPIP does not see material downside in PVC prices from current levels and expects
meaningful revival in demand in agri & non-agri portfolio from Q4FY23E. It expects
restocking to resume from Dec-22/Jan-23. Margins should normalize from Q4FY23E.

  With capacity expansion at Telangana and Jaipur and healthy demand environment,
PRINCPIP is confident of registering a double digit volume growth in FY23E and FY24E.
It expects sustainable long term EBITDA margins of 12-15%.

  The newly ventured Bathware business is progressing well with company shortlisting
vendors for outsourcing and finalizing designs. The products will be introduced in
phased manner from March-23.

   Notwithstanding near term challenges, we remain constructive on PRINCPIP’s long term
growth prospects, given its constant focus on portfolio enhancement and brand building,
widening reach and healthy industry outlook. We feel PVC prices are nearing bottom
and should stabilize in 1-2 months. This should revive the volumes and margins
meaningfully from Q4FY23E. We have downgraded our EPS estimates for FY23E &
FY24E to factor in muted performance in H1FY23. However, based on recent
underperformance in stock price along with expectation of turnaround from Q4FY23E,
we upgrade our rating from ACCUMULATE to BUY with revised price target of Rs 658.

Key Financials

Particulars (Rs mn) Q2FY23 Q2FY22 % chg H1FY23 H1FY22 % chg

Net Revenue 6,364.9               7,610.1    -16.4      12,405.7    10,916.1    13.6      

Total Expenditure 6,478.4               6,383.1    1.5          12,080.7    9,276.6      30.2      

EBITDA (113.5)                 1,227.0    -109.3    325.0         1,639.5      -80.2     

EBITDA margin -1.8% 16.1% - 2.6% 15.0% -1240bps

PBT (330.3)                 1,035.7    -131.9    (109.8)        1,283.9      -108.6   

Tax (89.2)                   274.8       -132.4    (28.9)          345.5         -108.3   

PAT (241.1)                 760.9       -131.7    (80.9)          938.4         -108.6   

PAT margin -3.8% 10.0% - -0.7% 8.6% -

EPS (Rs) (2.2)                     6.9           -131.5    (0.7)            8.5             -108.6   
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Key to Rating Stocks:

BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto ±5%; REDUCE: -5% to -15%; SELL: -15% and below.

 We/I, Kaushal Shah(MFM), Mehernosh Panthaki (CA) , Research Analysts, author and the name subscribed to this report, hereby certify that all of

the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our

compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this research report

 Dhanki Securities Private Limited (DSPL) is a SEBI Registered Stock Broker and a member of BSE Ltd, NSE Ltd and MCX-SX Ltd. DSPL is also registered

with AMFI and distributes financial products.DSPL is registered as Research Analyst with SEBI bearing registration Number INH000001550 under SEBI

(Research Analysts) R egulations, 2014.

 DSPL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

 Further Research Analyst or his relatives or DSPL or its associates do not have any material conflict of interest at the time of publication of the

Research Report. Research Analyst or his/her relative or DSPL or its associates does not have any financial interest in the subject company.

 It is confirmed that Kaushal Shah (MFM), Mehernosh Panthaki (CA), Research Analyst of this report has not received any compensation from the

companies mentioned in the report in the preceding twelve months.Compensation of our Research Analysts is not based on any specific brokerage
service transactions. DSPLor its research analysts or his relativesor its associatesdo not have actual/beneficial ownership of one percent or more
securities of the subject company at the end of the month immediately preceding the date of publication of the research report.DSPLor its research

analysts have not been engaged in market making activity for the subject company.

 DSPL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

DSPL and, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the subject
company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
discussed herein to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related

information and opinions.

 DSPL might have been mandated by the subject company for any other assignment in the past twelve months. DSPL might have received any

compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in
respect of brokerage services or specific transaction in the normal course of business. DSPL may have issued other reports that are inconsistent with and
reach different conclusion from the information presented in this report.DSPL encourages independence in research report preparation and strives to

minimize conflict in preparation of research report. Research analyst or entity orits associates have not received any compensation or other benefits

 The research analyst/s for this report has not served as an officer, director or employee of the subject company or third party in connection with

the Research Report. The research analyst/s or entity or its associates have notreceived any compensation or other benefits fromsubject company
or 3rd party in connection with the Research Report.This report has been prepared by research division of DSPL and is meant for sole use by the
recipient only as information and is not for circulation. The information contained in this report has been obtained from sources believed to be
reliable.  Neither DSPL nor any of its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and
opinion given, made available or expressed herein or for any omission and no guaranty, representation of warranty, express or implied, is made
as to its accuracy, completeness or correctness. While we would endeavor to update the information herein on a reasonable basis, DSPL is under

no obligation to update or keep the information current.  All such information and opinions are subject to change without notice.

 The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial,

economic or political factors or any other reason. Past performance is not necessarily indicative of future performance or results forward looking
statements are not predictions and may be subject to change without notice. Descriptions of any company or companies or their securities
mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer document or solicitation of an
offer, to buy or sell or subscribe for any securities or other financial instruments. We disseminate this Research Report simultaneously to recipients,

though all may not receive it concurrently.

 Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation of investment in the

securities of the companies referred to in this document (including the merits and risks involved). DSPL, its directors, analysts or employees do not take
any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report,
including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the

dividend or income, etc.
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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.

 This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is
a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use
would be contrary to law or regulation or what would subject DSPL to any registration or licensing requirement within such jurisdiction. If this report
is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the
sender.


