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Dear sirs,

Sub: Clarification about newspaper article.

We refer to the article published in today’s Economic Times (i.e. on 7% July,
2016, on page no. 10 — Smart Investing) with Title Mid Cap Mantra - Finolex
has Gains in Pipeline from Government’s Irrigation push giving details about
outlook of the Company, earning visibility. The copy of the said article is
enclosed for your reference.

Please note that the same appears to be based on the various analyst/investor
meet, conference calls organized by the Company the intimation for which was
given to BSE and NSE from time to time and copies of the various
presentations, financial results etc. submitted to BSE and NSE and uploaded
the same and transcript of the conference call on the website of the Company.

This is for your information and records.
Thanking you,

Yours sincerely,
For Finolex Industries Limited

(7 v

Anil Whabi
President — Finance & CFO
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The Eeonomice Times

Title : MIDCAP MANTRA - Finolex has Gains in Pipeline from Govt's Irrigation Push
Author : Jwalit Vyas

l.ocation :

Article Date : 07/07/2016

BETTER DAYS AITFEAD Strong outlook, carnings visibility, high return ratios and high
dividend payouts, makes it attractive

Finolex Industries. one of the largest manulacturer of agriculture pipes and fittings, will benelit
(rom the government's focus on irrigation and better monsoon this vear. The government has
allocated "50,000 crore for the irrigation scheme -Pradhan Mantri Krishi Sinchai Yojana.

On the back of this. the Punebased company expects a 15% volume growth for the next 2-3 vears
against a 2% volume growth in FY16. "Demand (rom Gujarat was already good. but over the fast
2-53 quarters. demand from Andhra Pradesh and Telanagana has also picked up. Kar nataka oo,
has picked up in the recent months.said S Krishnamoorthy. GM finance, Finolex. “We expect the
momentum to pick up in other states over the next 2-3 vears,”™ he added.

In Y16, it reported sales of "2,453.01 this, 73% were [rom pipes & [ittings and remaining were
(rom PV resins. Although the total revenues from resins are more. only 27% are shown in the
consolidated revenues as 60% ol production of resing is used as a raw material for manufacturing
PV pipes.

In Y16, net prolit jumped to "233.6 crore [rom "48 crorc in FY'15. This was on the account of
three things. First. operating margin (EBIT) increased from 6.2% to 13.2% over the same period as
the company im proved the product mix, The share of fittings in volumes increased. IFittings BT
was 13% as compared to 8% in pipes. Sccond, FY 15 margin was abnormally low due to high raw
material prices. linked to crude price, which was above $100 per barrel during major part ol the
hscal. Third, the company brought down its debt thereby , lowering interest expense. The long-term
debtis likehy to be vero by December from " 100 crore in FY16.

[he margins are likely to sustain in the coming quarters. The company plans to increase the share
ol fitings o further improve the profitability. Fittings was only 7% of the total volumes in Y16,
Besides, it has entered into column pipes segment which ave rapidly replacing the steel pipes in
the use of bore wells margins 12%. Capacity utilization for FY 16 was 83%: it added 12%
capacity in the June quarter.

60% ol the pipes industry is organised and 40% is unorganised. Onelourth of the organised market
share is with Finolex. with other major competitor being Supreme Industries which too. has a
similar market share. [However, for Finolex, 70% of the revenues is from agriculture and tor
Supreme it is only 30%.

The stoek is already up 20% in the last three months. At the Tuesday's closing price of *444.7 it is
valued at 23x T'Y 16 carnings. A strong outlook. earnings visibility |, high return ratios and high
dividend pav-out policies. makes the stock attractive. Supremie is trading at 35 times FY' 16
Carnings.
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