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Dear Members,

We have released 18th Feb’18 – Coverage closure on Ruchira Papers and
Dec’17 earnings update on Tiger Logistics and Orient Refractories. The same
has been produced below. For other updates, please log into the website at the
following link – http://katalystwealth.com/index.php/my-account/

Date: 18th Feb’18

Ruchira Papers (NSE – RUCHIRA) – Mar’17 Alpha stock

CMP – 183.95 (BSE); 185.65 (NSE)

Rating – Negative and coverage closure; this is not an investment advice (refer
rating interpretation)

Ruchira Papers investment recommendation was initiated on 26th Mar’17 around 146
odd levels.

At the time of the recommendation we had mentioned that we are looking at the
company from medium term perspective because of industry tail winds and Ruchira
being one of the most efficient players. At the same time we liked it on the grounds
that it was gradually expanding its capacity without going for any big-bang expansion
and had shown great consistency in maintaining margins despite the commodity
nature of the industry.

Since the recommendation the company has done well backed by growth in both
volumes and realizations; however the company is now planning to go for a Greenfield
expansion and we believe it won’t be easy for the company to manage the same.

The company is planning a CAPEX of Rs 800 crore for setting up 1 lakh TPA capacity
of writing and printing paper. It will manage Rs 450 crore from term loan and
remaining from internal accruals, QIP and preferential allotment to promoters. For a
company managing annual profit of Rs 40 crore, we believe Rs 800 crore CAPEX is a
big ask and there will be several challenges on the execution front.

Also, looking back at some of the major capacity expansions of other paper
manufacturing companies, almost all of them suffered for a year or two during and
post expansion. Further, the management’s focus has now completely shifted to
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Greenfield expansion and doesn’t expect any major increase in volumes at the
existing plant.

Thus, we have a negative view on Ruchira Papers and closing coverage on the same
with a gain of around 25%.

Tiger Logistics (India) (BSE – 536264) – Nov’17 Alpha stock

CMP – 208.20 (BSE)

Rating – Positive – 3% weightage; this is not an investment advice (refer rating
interpretation)

After a dip in sales in Sep’17 quarter, Tiger Logistics has now reported 17.67% growth
in sales on YOY basis to Rs 80.08 crore.

As Tiger primarily deals in export of Cargos, its business got impacted due to GST
implementation and liquidity crunch with exporters on account of delay in refunds.
Prior to GST, exporters were upfront exempted from paying any duties. But under
GST, they are required to first pay the tax and later claim refunds. This constrained
their working capital, at least once after the regime switch, since exporters would
have had to adjust to the new tax regime.

The refund process is getting normalized now and the exports witnessed good growth
in Nov’17, though on a low base of Nov’16.

As far as other developments are concerned, the company has tied-up with USA
based M/s Compass Forwarding Co. Inc. and its subsidiary for entering new
geographies and expanding its horizons into import segment as well. As per the
management, they are already witnessing good traction in import order book and
expect to close the year with decent growth.

On the front of gross margins, the company has recorded 16.13% against 13.54% in
Dec’16 quarter reflecting better sales mix between multi-modal, transportation and
CHA businesses.

While the gross margins have improved, employee and other expenses have increased
by 40.76%. The company has been investing in strengthening its employee base and
expanding its network of offices and we believe if the company is able to execute well
the investments will pay off in terms of higher TEUs and overall business.
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Despite higher operating expenses, the EBITDA is up by 39% to Rs 5.2 crore on the
back of both higher sales and improvement in gross margins.

Company doesn’t own any major fixed assets and therefore the depreciation cost is
more or less same, while the interest cost has increased by 0.42 crore resulting in
slightly lower gain of 27% on PBT.

As mentioned above, the payment cycle for exporters is normalizing now and the
business is expected to gain traction. Further, with company entering new
geographies and segments, the long term prospects look good.

The stock is currently trading around 21 times trailing twelve months earnings.

Orient Refractories (NSE – ORIENTREF) – Jan’14 Alpha stock

CMP – 170.15 (BSE); 170.70 (NSE)

Rating – Positive – 3% weightage; this is not an investment advice (refer rating
interpretation)

Orient Refractories 3 Years price chart Source: BSE India

For the Dec’17 quarter the company has reported 23.23% growth in sales on YOY
basis to Rs 157.83 crore. It’s important to note here that there’s no impact of base
effect as such because last year as well the company had grown by 11.51%.
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Company’s main competitor Vesuvius has reported 8.09% growth in sales on YOY
basis.

We believe Orient is benefitting from improving domestic market for steel and RHIs
strong focus on exports from Indian subsidiary i.e. Orient Refractories.

On the front of raw materials the company has recorded gross margins of 46.06%
against 45.05% in Dec’16 quarter.

As far as operating expenses are concerned, while the employee expenses are up only
marginally, the other expenses are up by 34.71%. While the company hasn’t given
the break-up of expenses, there might be some provisions for receivables from
stressed steel accounts just like it made some provisions in Jun’17 quarter.

The company is a net interest earner as it has cash surplus of around 100 crore +. On
the back of higher other income, the PBT for Dec’17 quarter is up by 30.08% on YOY
basis to Rs 33.50 crore.

The fortunes of steel industry have turned around and a lot of consolidation is also
happening. Further, if the new facilities opt for Electric Arc furnace route, it will be
beneficial for refractory manufacturers. Orient is also in the process of expansion of
capacity from 9,300 tons per annum to 11,700 tons per annum and the same is likely
to be operational by second half of 2018. Thus, with improving demand outlook and
expansion in capacity, Orient Refractories is likely to continue performing well.

The stock is currently quoting at around 27 times trailing twelve months earnings

Disclosure: Out of the stocks discussed above, I have personal investment in Tiger
Logistics with a buy transaction in the last 30 days.

Best Regards,

Ekansh Mittal
Research Analyst
http://www.katalystwealth.com/
Ph.: +91-727-5050062, Mob: +91-9818866676
Email: info@katalystwealth.com
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Rating Interpretation

Positive – Expected return of ~15% + on annualized basis in medium to long term for
investment recommendations and in short term for Special situations
Neutral – Expected Absolute return in the range of +/- 15%
Negative – Expected Absolute return of over -15%
Coverage closure – No further update on the stock
% weightage – allocation in the subject stock with respect to equity investments

Short term – Less than 1 year
Medium term – Greater than 1 year and less than 3 years
Long term – Greater than 3 years

Research Analyst Details

Name: Ekansh Mittal Email Id: ekansh@katalystwealth.com Ph: +91 727 5050062

Analyst ownership of the stock: In Tiger Logistics

Details of Associates: Not Applicable

Analyst Certification: The Analyst certify (ies) that the views expressed herein accurately reflect his
(their) personal view(s) about the subject security (ies) and issuer(s) and that no part of his (their)
compensation was, is or will be directly or indirectly related to the specific recommendation(s) or views
contained in this research report.

Disclaimer: www.katalystwealth.com (here in referred to as Katalyst Wealth) is the domain owned by
Ekansh Mittal. Mr. Ekansh Mittal is the sole proprietor of Mittal Consulting and offers independent equity
research services to retail clients on subscription basis. SEBI (Research Analyst) Regulations 2014,
Registration No. INH100001690

Ekansh Mittal or its associates including its relatives/analyst do not hold beneficial ownership of more
than 1% in the company covered by Analyst as of the last day of the month preceding the publication of
the research report.

Ekansh Mittal or its associates/analyst has not received any compensation from the company/third party
covered by Analyst ever.

Ekansh Mittal/Mittal Consulting/analyst has not served as an officer, director or employee of company
covered by Analyst and has not been engaged in market-making activity of the company covered by
Analyst.

We submit that no material disciplinary action has been taken on Ekansh Mittal by any regulatory
authority impacting Equity Research Analysis.
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The views expressed are based solely on information available publicly and believed to be true. Investors
are advised to independently evaluate the market conditions/risks involved before making any
investment decision

A graph of daily closing prices of securities is available at www.bseindia.com (Choose a company from
the list on the browser and select the "three years" period in the price chart

This report is for the personal information of the authorized recipient and does not construe to be any
investment, legal or taxation advice to you. Ekansh Mittal/Mittal Consulting/Katalyst Wealth is not
soliciting any action based upon it. This report is not for public distribution and has been furnished to you
solely for your information and should not be reproduced or redistributed to any other person in any
form. This document is provided for assistance only and is not intended to be and must not alone be
taken as the basis for an investment decision. Ekansh Mittal 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 this report. Neither Ekansh Mittal, nor its employees, agents nor
representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of
the information. Ekansh Mittal/Mittal Consulting 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 this report should rely on their own investigations. Ekansh Mittal/Mittal Consulting
and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the
securities mentioned in this report. Mittal Consulting has incorporated adequate disclosures in this
document. This should, however, not be treated as endorsement of the views expressed in the report.
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