LANKA SECURITIES RESEARCH I +94 (0) 11 4 706 757 | research@lankasec.com Sri Lanka I Equities

27 August 2020

Consumer Staples

BPPL HOLDINGS Earnings Update

1QFY21 EARNINGS UPDATE

\ Rating: BUY
Price: LKR 10.60
- : Target Price: LKR 14.20
) ' Upside: 34%

%
= -
P Expected dividend: LKR 0.20
N | Dividend yield: 2%
d , | BPPL.NOOOO | BPPL SL Equity |

Share Price Performance

% 3m om 12m
BPPL +50.0 -2.8 -0.9

WIN-WIN WINNING WITH GREEN GROWTH

AS| +11.6 -6.9 -9.3




OVERVIEW: BPPL HOLDINGS

BPPL

Building Quality. Improving Life.

BPPL Holdings manufactures a
range of brushware products and
cleaning products for both
professional and household
applications. They are connected to
major distributors and retailers of
cleaning tools worldwide. Recently,
group has diversified its business
lines to include synthetic filament
extrusion and polyester yarn

production.
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OVERVIEW: HISTORY

Beira Enviro Solutions Transferred BSF operations

BPPL was established in
1991

The Beira Group established with
Interbrush’s activities transferred to
Beira Parawood Products (Private)
Limited and Beira Brush (Private) BES joins the
Limited (BBL) Beira Group Divested BSF Holdings Limited Started synthetic yarn plant

and sold its usable assets to

(Private) Limited: a company

that focuses on the BES in order to consolidate

manufacture of recycled the monofilament extrusion

monofilaments

business under a single

The Beira Group rebranded as

tit
U/ BPPL

[ 1991 | 2010 2013 2016 2018

1984 2003 2012 2015 2017

Interbrush BSF joins the Infinity Capital led BPPL Enterprises IPO
Lanka Limited Beira Group Consortium acquires established as a
established the trading arm

Beira Synthetic Fibre .
(Private) Ltd (BSF): a Beira Group
company focused on the

production of

monofilaments
Hirdaramani Investment Holdings (Pvt) Ltd. 23.4%

Infinity Capital (Pvt) Ltd. 50.3%
LOLC Investments Ltd. 26.3%

<——  Controlling shareholderwas Moosajees (Private) Limited
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OVERVIEW: RAW MATERIAL

BPPL collects ~300tonnes of plastics for a month for their production and the required plastic bottles are collected solely from Sri Lanka.

According to Statista website (Statista), Sri Lanka is among the top five sources of plastic bags, bottles and other rubbish clogging up global sea level.

The pathway by which plastic enters the world’s oceans st

Estimates of global plastics entering the oceans from land-based sources in 2010 based on the pathway from primary production through to marine plastic inputs.

Global primary plastic production:
270 million tonnes per year

Global plastic waste

275 million tonnes per year
It can exceed primary production n

a given year since it can incorporate
production from previous years

Coastal plastic waste:
99.5 million tonnes per

This Is the total of plastic waste generated
by all populations within 0 kilometres of a
coastline (therefore at risk of entering the ocsan).

Mismanaged coastal plastic Plastic in surface waters:
waste: 31.9 million tonnes per year 10,000s to 100,000s tonnes
This is the annual sum of inadequately managed and There is a wide range of estimates of the
littered plastic waste from coastal populations quantity of plastics In surface waters.
Inadequately managed waste is that which 1t remains unclear where the majority of
is stored in open or msecure landfills plastic Inputs end up — a large quantity

(and therefore at risk of leakage or loss) might accumifate at greater depths or on

- »Plastic inputs to the oceans: "¢ seafioon

8 million tonnes per year

ata s basad ar bal sstimates fror

This i a vVsuaization fr Our'WorldinData.org, whete you will find data and rase h on howe the work hang Licenszed undar OC-BY-SA by the autt
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https://www.statista.com/chart/12211/the-countries-polluting-the-oceans-the-most/?utm_content=bufferbeb7a&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer

OVERVIEW: RAW MATERIAL

Imported from China

y

At present, local sourcing of PET flakes is sufficient for

current production.

Prevailing travel restrictions had impacted BPPL’s bottle
collection as tourists are the large users of such bottles.
However, collections are improving now due to more

locals travelling and a general rise in consumption levels.

Plastic back
If the local sourcing is not sufficient, PET flakes will be (Sourced in-house)

Wooden back
(Sourced in-house)

imported from Thailand at 40% more than the locally
sourced and processed flake prices. In addition, PET

bottles also can be imported for BPPL's productions.

As an export company, all import restrictions have been

waived for them.

Natural fiber | Fiber synthetic

Coco fiber — locally sourced (Sourced from BPPL Group)
Other fiber — China, Mexico, India etc.



OVERVIEW: MANUFACTURING PROCESS

CURRENT MANUFACTURING PROCESS FROM RAW MATERIAL TO FINISHED GOODS

* Polypropylene (PP) :
* Low-Density Polyethylene (LDPE) Filaments
Filaments
Sm—
* Recycled PET Yarn
* Recycled PP Recycled Monofilament
* Nylon/ Poly Butylene Terephthalate PET flakes for yarn
(PBT)
* Rubber Wood ——» Wooden Brushes & Handles
« PP & Recycled PP —————— Plastic Backs — Brushware
* Natural fiber — > Brushes

Source: IPO Prospectus; BPPL Annual reports
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OVERVIEW: PLANT OPERATIONS

BRUSHWARE FILAMENTS YARN

CURRENT
OPERATING LEVEL
OUTPUT 60mn tuft per
month 180T per month 40-45T per month

August 2020



OVERVIEW: GLOBAL FOOT PRINT

BPPL primarily focuses on corporate market (B2B market). At present, company is penetrating widely into overseas markets. In addition, BPPL is selling the

products under their own brand “Tip Top” in local super markets.

MARKET SHARES

Canada
30%-35%
UK
30%-40%

4

USA
10%

Holland
60%

India
30%-40%




OVERVIEW: MARKETS

Local Export
2%-5% 95%-98%

The local market is a B2B market where the buyer is an exporter. Therefore, the local supply of 2-5% can be categorized as an indirect export

Europe, India, Australia &
New Zealand
20%

USA & Canada
80%



OVERVIEW: ECO SPINDLES - POLYESTER YARN

Eco Spindles, a wholly owned subsidiary of BPPL inaugurated Sri Lanka’s first ever polyester yarn plant at Horana Export Processing Zone

ECO
SPINDLES during 2018. It has a capacity level of 40-45tonnes per month.This plant is one of two plants in the world that create yarn directly from flakes

circumventing the polymerization where flakes are first converted to chips and then to yarn

From Woaste to Wearable: The New Sri Lanka Cricket Jersey

MAS Holdings, together with Sri Lanka Navy, Eco Spindles and Sri Lanka Cricket, has up-cycled waste plastic recovered
from the beaches of Sri Lanka, to produce the official jerseys which were worn by Sri Lanka’s national cricket team during the
ICC Cricket World Cup 2019.

It takes about 10 PET bottles to produce enough yarn to make a jersey.

Eco Spindles Pvt Ltd has further strengthened the partnership with MAS Holdings to construct a Material Recovery Center at

the Security Forces Headquarters in Wanni which functions as a hub to redistribute waste materials collected from the

neighboring regions to recyclers.

10



T1QFY21 EARNINGS SUMMARY

1QFY2I 1QFY20 YoY
Revenue 590 645 9)
Gross profit 187 243 (23)
Other income 8 3 203
Operating expenses (100) (123) (19)
Operating profit 94 122 (23)
Non-recurring items - - -
Net finance expenses (8) (8) 4
PBT 86 I 14 (25)
Tax (26) (15) 70
PAT 60 98 (39)
Equity holder’s profit 60 98 (39)

During the second quarter of the year, BPPL reported 9% decrease in revenue while net earnings decreased to LKR 60mn (-39%yoy). Increase

in tax rate together with decrease in topline dragged down the bottom line.
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1Q REVENUE BREAKDOWN

|

Total Brushware sales

86%

12
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QUARTER TRENDS: BRUSHWARE

33%

821

845

2QFY19 3QFYI19 4QFY 19 IQFY20

Source: BPPL interim financial statements

Income (LKR mn)

2QFY20 3QFY20

=@=YoY growth

-20%

4QFY20

IQFY2I

During the 1QFY21, BPPL recorded LKR 652mn
of brushware revenue, declined by 6%YoY. Even
though sales dropped during 4QFY20 notably,
brush sales picked up during | QFY2I with new

orders.

Since cleaning sector was declared as an essential
service in many countries due to COVID
pandemic, company has witnessed strong growth

in brushware sales.

All their brushware orders, received during the
quarter, could not be completed and delivered by
the quarter-end due to the disruptions to the
production in April & May. Company is likely to
complete delivery of the order backlog in

2QFY2I.
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QUARTER TRENDS: FILAMENTS & YARN

152 I51

136

Filaments and yarn segment recorded a revenue
of LKR 107mn (-7%YoY). Company was not able
to report expected revenue from synthetic yarn
due to the disruptions caused by COVID-19

pandemic

Most global sportswear brands that company
primarily serve had to close down most of their
retail stores across the world. They have lost
deliveries for most of the Autumn/Winter 20
season. However, orders are now being placed

for the Spring/Summer ’21 season.

2QFY 19 3QFYI19 4QFY 19 1QFY20 2QFY20 3QFY20 4QFY20 IQFY21I

B Income (LKR mn) =@=YoY growth

Source: BPPL interim financial statements
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August 2020



QUARTER TRENDS: GROUP REVENUE

775

Overall, group revenue has dropped by 9%yoy
during the 1QFY2I, mainly as a result of less
support from filaments and yarn section.

7% However, the YoY drop has reduced compared to
the 4QFY?20 due to strong brush sales in

brushware segment.

2QFY 19 3QFYI19 4QFY 19 1QFY20 2QFY20 3QFY20 4QFY20 IQFY21I

= Income (LKR mn) =@=YoY growth

Source: BPPL interim financial statements
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QUARTER TRENDS: GROUP NET PROFIT

The increase in corporate tax from 12% to 14% also

dragged the profit to down in 1QFY21.

. . . As a result of the above, group net profit declined

L to LKR 60mn.
119
9l
82
72 70
58
41

2QFY19 3 9 4QFY 19 IQFY20 2QFY20 3QFY20
*4QFY20 profit of LKR 109mn includes an one-off transaction of LKR
188mn relating to the final insurance payment for a warehouse which

LKR mn Brush-NP  ® Filaments & yarn-NP was destroyed by fire in 2019.

Source: BPPL interim financial statements
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OUTLOOK: MARKET OPPORTUNITIES - US & CANADA MARKET

In together, US & Canada markets account for around

80% of the total revenue of the group. BPPL holds
market shares of 30% & 10% in Canada & USA

respectively.

There is a risk in depending on one region. However,
BPPL is currently moving to other regions with their new

products to overcome the concentration risk.

... The US cleaning industry (both household & commercial) is packed
with opportunities — an earlier forecast reflected that the industry will
earn over $46 billion in 2020, and grow 10% by 2026. More than 1.7
million people are currently employed in the cleaning industry, yet it is
still forecasted to spur a 6% year-on-year growth in new jobs because of
the increase in demand. Let's not forget how popular this industry is,
especially amongst the single-person households that make up 27% in
America. ..

-FranchiseHelp
US-CHINA TRADE WAR
According to 2019 data, China accounts for more than 50% of the

brush & broom imports in USA.The trade war between both

countries will benefit BPPL as buyers may switch out of China.



OUTLOOK: BRUSHWARE

The demand for BPPL brushware has remained strong during the Apr to June quarter as a result of cleaning becoming an essential service around the

world.

US Customers that
prefer environmentally
friendly products

According to Brandessence Market Research report, global household

1
|
l
46% cleaning tools market is valued at USD 30.3bn in 2019 and :
expected to reach USD 37.9bn by 2025 with a CAGR of 3.45% :
|
over the forecast period.Therefore, there are opportunities :
|
J

available for brushware products in global market.

Source: FranchiseHelp

We expect BPPL will make a revenue of LKR 2.9bn for FY21, lesser than previous FY due to disruptions to operations amidst the curfew in March-
May 2020. However, we hope company will be able to record LKR 3.1bn (+6.5%YoY) for FY22 as a result of improved demand in cleaning tools.

3,069

2,941
2,891 2,905 2,882

FYI18 FY19 FY20 FY2IE FY22E
LKR MN

Source: BPPL interim financial statements, LSL Research estimates
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OUTLOOK: POLYESTER YARN

In 2019, recycled polyester accounted for around 14% of the polyester global market. Recycled polyester is mainly made from PET plastic bottles. Recycled

polyester is made by breaking down used plastic into small, thin chips, which are processed and eventually turned into yarn.

PREFERRED FIBER AND MATERIALS MARKET OVERVIEW -2019:

Wool (~1%)

MMCF* o
Polyester (52%) Cotton (23%) (6.4%) / Down (<1%) ’

|| | ]

~14% of polyester is recycled 25% of cotton is preferred cotton <1% of MMCF is recydled

<1% of polyester is bio
based

*Manmade Cellulosic Fibers

Source: TextileExchange

19
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https://textileexchange.org/wp-content/uploads/2020/06/Textile-Exchange_Preferred-Fiber-Material-Market-Report_2020.pdf

OUTLOOK: POLYESTER YARN

GREEN CLOTHING: EASY TO THROW OUT-BETTER TO THROW ON

Many companies globally are coming forward to recycle the waste plastic bottles and create sustainable environment. Not only entrepreneurs but fashion designers are also
coming forward to join their hands in supporting the environment. Green clothing refers to fabrics that are obtained from sustainable materials like hemp, bamboo or recycled
plastic (such as PET bottles). Its chemical structure makes PET strong, light, and flexible — and a popular choice across industries. World’s renowned brands like, H&M, Adidas

and Nike are increasingly investing on this Green clothing concept.

These fiber materials are generally called as recyclate PET (r-PET). According to a market research report, the market for r-PET is expected to grow at a CAGR of above 7.5%

during a forecast period of 2019 - 2024 (Business Insider).

Major factors driving the growth of the A notable increase in r-PET market is

green clothing market are the growing

i o Industrial yarn segment stands to be the expected over the period of 2019-2025, in Asia-Pacific region dominated the global r-
emphasis on sustainability among the . S . . .
d packasi ducts and largest consumer of r-PET, which accounts response to EU initiatives that actively PET market in 2018, which accounted for
consumer and packaging products an :
P gine p for almost 50% of market demand promote circular economy and green more than 50% of the market share

increasing demand from the textile development models

industry


https://markets.businessinsider.com/news/stocks/global-recyclate-pet-market-report-2019-innovations-in-recycling-technologies-for-automatic-processing-and-sorting-of-plastics-gaining-momentum-1028298993
https://markets.businessinsider.com/news/stocks/global-recyclate-pet-market-report-2019-innovations-in-recycling-technologies-for-automatic-processing-and-sorting-of-plastics-gaining-momentum-1028298993
https://markets.businessinsider.com/news/stocks/global-recyclate-pet-market-report-2019-innovations-in-recycling-technologies-for-automatic-processing-and-sorting-of-plastics-gaining-momentum-1028298993
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OUTLOOK: POLYESTER YARN

Global polyester production (million mt)

= Recycled polyester ~ ® Other polyester

2008 2009 2010 201 | 2012 2013 2014 2015 2016 2017 2018 2019
e |
| Prada has committed to using only |
: ) . . . PRADA recycled nylon by 2021 1
i In 2015, Adidas partnered with Parley for the Oceans 75% of all Nike shoes and apparel :
1 to turn marine pollution into sportswear. Adidas uses now contain some recycled 1
: al o recycled plastic bottles as a replacement for virgin material. Nike has diverted nearly :
| q as polyester. Adidas has announced that it will use 100% 5 billion plastic bottles from 1
: rPET in its garments by 2024 landfills since 2012 1
I Stella McCartney has set a goal of :
: STELLAMCCARTNEY uUsingjustrecycled nylon by 2020 and
I recycled polyester by 2025 :
1 I
1 Zara has announced that 100% of 1
1 H&M Fall 2019 Conscious Collection launched in h i d pol 1
! September, made from recycled materials or materials £ne cotton, nen and povyester 1
1 ’ used in its clothing will be . 1
| f1 with a lower environmental impact, such as recycled ZARA . e Everlane recently launched its ReNew
I organic, sustainable or recycled . . 1
1 polyester made from used PET bottles, organic cotton by 2025 line made entirely of recycled bottles, I
1 and TENCEL™ lyocell Y EVERLANE with an aim to eliminate all virgin 1
: plastic from its supply chain by 2021 :
1 [

August 2020
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OUTLOOK: POLYESTER YARN

The map locates key supplies and innovators of recycled

polyester based on their headquarters

All use mechanical recycling of plastic bottles except
where Indicated otherwise.

CANADA

« Loop Industries / Indorama jont
veniure - emerging

USA
o Ambercycle &)
* BIONIC® 4=
« Circular Systems - Texdoop rPET-1
« Eastman - Avra + Carbon Renewable
Technology "o

e Lycra (nvista) - LYCRA®
T400® @moow%?‘b,@*
THERMOUITE® EcoMade "% (3

¢ Poole Company - EcoSure®

e Premiere

o First Mile by Thread - Ground to Good™
)

o Unifi - REPREVE® &= 62 )

Innovation beyond mechanical
recycling of plastic bottles

“o. Chemical recycling

&) Biological recycing

2= (Ocean waste incl. ocean bound
Past-consumer teiles

B2 Pre-consumer texties

© Faimess for waste pickers

ITALY
* De Martini Bayart & Textifbra e The Megh Group - T3.

SpA
* Radicl Group -

+ REpetable

Source: TextileExchange
August 2020

e Sinterama - Newfife™

FRANCE
¢ CARBIOS é3 8

KENYA

Trash. Thread. Textie @

r-RADYARN® + r-Staright® PAKISTAN

* Pnnacie Flbre

—— NETHERLANDS

 CuRe Technology (formerly Cumapol) “e
* lonica "
* The Movement - Folylana

GERMANY

o Advansa - Suprele® £ ©
o Trenvira - SINFINECO®

) 4

SRILANKA "\
o Eco Spindies
INDIA
o Agro Fibre 53

o AGL Polyfil Private Limited

e (Ganesha Ecosphere - Rvivere
¢ JB Ecotex

o Neeiam Fivers o

¢ Pashupati Polytex (&)

o Pashupati Excrusions o6

o Plastics for Change "% & ©

BPPL HOLDINGS

SWITZERLAND
o Gi3n

CHINA

o Chdi Xingxe

o Nan Ya Piastics - %
ECOGREEN® -plus

* Zhejiang Haili Environmental
Technology - Feboyam

JAPAN

o Itochu - RENU™ "% @) 58

* Jopian Yo £ G ER

o Teijn - ECOPET™ + Eco Circie™ .

e Toray - ECOUSE™

KOREA
o Hyosung - Regen™

TAIWAN

o Far Eastem - TOPGREEN® "% & £3
o Libolon - RePET™

o Nan Ya Pastics - SAYA -4 50 @
o Shinkong - Recatex

N——-—THAILAND

e EcoBiue - 3D pure rPET chips
* Indorama - fcorama
» Thal Polyester - EcoTPC™ (8

o Folygenta - perPETual “b 53

* Raliance - RlElan™ GreenGoid

+ Sulochana Cotton Spinning Mills
Pvt. Ltd. - Folycycie

* Sutief Textiles

o Sybil Industries - SyGreen
22


https://textileexchange.org/wp-content/uploads/2020/06/Textile-Exchange_Preferred-Fiber-Material-Market-Report_2020.pdf

OUTLOOK: POLYESTER YARN

BENEFITS OF USING BPPL’'S RECYCLED SYNTHETICYARN FORTHE APPAREL MANUFACTURERS (VS IMPORTS)

Fabric manufacturers can
significantly reduce inventory lead

times and inventory holding costs

Y/,
€D

Environmental friendly
dying process

Savings in freight and

documentation costs

& L o8
o 5

Traceability of the bottle

collection

23



OUTLOOK: POLYESTER YARN

Revenue from the new polyester yarn operations were not recognized in the first nine month period in FY20 as full commercial production was
delayed due to a faulty component in one of the plant’s power unit. However, the commercial operations began with 70% of plant capacity in January

2020 and was only able to record LKR 30mn for February & March.The company is expecting to increase the operational level to 90% within this

financial year.

Eventhough they have lost deliveries for most of the Autumn/Winter ’20 season, new orders are now being placed for deliveries for the

Spring/Summer 21 season.

We expect BPPL to report around LKR 275mn of revenue for the FY2I from Polyester Yarn sales.We project it will grow to LKR 303mn in FY22.

In addition, the filament segment would generate LKR 507mn and LKR 568mn for FY2| & FY22 respectfully.

& Filaments ‘i'j Yarn

568
445
275 303
“7“7 v _— —— “’7“7 ¥ - iy
‘i’j “?j
LKR MN FYI8 FY19 FY2IE FY22E

Source: BPPL interim financial statements, LSL Research estimates
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OUTLOOK: USD RATE

Even though the LKR/USD rate is stagnate in the recent period due to the global cues & import restrictions, we expect exchange rate would

depreciate when control measures are relaxed and this could benefit exporters such as BPPL.
210.00 -
200.00 -
190.00 -
=USD rate
180.00 -
170.00 -
160.00 -

150.00 -

140.00 -

130.00

[-Apr-16
[-Jun-16 -
I-Aug-16 -
[-Oct-16 -
[-Dec-16
|-Feb-17
[-Apr-17 -
[-Jun-17 -
I-Aug-17 -
[-Oct-17 -
[-Dec-17 -
|-Feb-18 -
[-Apr-18 -
[-Jun-18
I-Aug-18 -
[-Oct-18 -
[-Dec-18 -
[-Feb-19 -
[-Apr-19 -
[-Jun-19 -
I-Aug-19 -
[-Oct-19 -
[-Dec-19 -
[-Feb-20 -
[-Apr-20 -
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Source: Central Bank of Sri Lanka
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OUTLOOK: GROUP

REVENUE

2,741

2,616

FYI18 FYI19

NET PROFIT y: vy

366 369

FYI8 FY19

FY20

401

FY20

3,073
2,858

FY2IE FY22E
309 336

FY2IE FY22E

We expect BPPL to report a revenue of LKR 2.9bn
for FY21, +9% higher than the previous year.
Expected sales in all three products (brush, filaments

and yarn) will support the growth in top line.

We anticipate the growth in top line would continue

with the global trends in usage of recycled products.

Further, expected net profit is LKR 309mn & LKR
336mn for FY21 & FY22 respectively. This is an
increase of 45%YoY from the recurring net profit of

LKR 213mn in FY?20.
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OUTLOOK: TREND IN ESG INVESTING

According to a survey done among US individual investors, Morgan Stanley claims that investors care strongly about environment and social issues and that
familiarity with and enthusiasm for sustainable investing is currently at an all-time high. It further states that among the environment, social and governance (ESG)

issues, investors have the most interest in “plastic reduction” & “climate change”.

INTEREST IN SUSTAINABLE INVESTING ADOPTION OF SUSTAINABLE INVESTING

95% 67%

2015 2017 2019 2015 2017 2019

[ General population M Millennial population

Source: Morgan Stanley

27
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https://www.morganstanley.com/press-releases/morgan-stanley-survey-finds-investor-enthusiasm-for-sustainable-

LANKA SECURITIES RESEARCH BPPL HOLDINGS

OUTLOOK: TREND IN ESG INVESTING

Morgan Stanley survey further states that 86% of individual investors agree that the ESG practices can potentially lead to higher profitability and may be better

long-term investments.

ESG investing consists of investing in ways that promote sustainable investments made with the intention of generating measurable social and environmental
impact alongside financial returns.Worldwide, ESG-classified investment has swollen by more than a third since 2016 and accounts for assets worth more than

trillions of dollars.

BPPL is a good option for an ESG investor

80 - - 1,800
70 - - 1,600
60 - - 1,400
- 1,200
50 A
s - 1,000
Q 40 -
> - 800
30 A
- 600
20 1 - 400
10 - - - 200
[
Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17
I Asset owner assets under management B Assets under management Number of signatories == Number of asset owners
Source: MSCI
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https://www.msci.com/what-is-esg

WE VALUE THE SHARE AT LKR 14.20

DCF BASED VALUATION

Enterprise value (LKR mn)

Debt (LKR mn)

Other adjustments (LKR mn)

Equity value (LKR mn)

Number of shares (mn)

WACC

5,946

(1,581)

13.3%

Average Price-earnings ratio

Average Price-to-book ratio

Net asset value

52 week high price

52 week low price

12.00

18.00

13.70

6.20
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WE EXPECT A DIVIDEND OF LKR 0.20 PER SHARE FOR FY21

BPPL HOLDINGS

FY16 FY17 FYI8 FY19 FY20 FY2IE FY22E

Earnings per share (LKR) 1.0l 1.42 1.19 1.20 1.31 1.0l 1.09
Dividend per share (LKR) 0.36 0.42 0.42 0.42 0.42 0.20 0.33
Market price per share (LKR)* n/a nla 13.20 9.90 7.60 10.60 10.60
Dividend payout ratio (%) 36.0 29.5 352 349 32.1 19.8 30.0
Dividend yield (%) nfa nla 3.2 42 5.5 1.9 3.1

*Company was listed in Apr 2017

Expected price
upside

+34.0%

August 2020

Expected dividend
yield

2.0%

We recommend BUY

Expected total
return

+36.0%
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SHARE INFORMATION

KEY DATA 3,500,000 - - 14.00
Shares O/S (mn) 307 . 13.00
Market cap (LKR mn) 3,253 3,000,000 -
Market cap ($ mn) 17 - 12.00
3m — avg dall)’ volume 83,48| 2.500,000 - 11.00
3m — avg daily value (LKR 000) 831 '
3m — avg daily value ($ 000) 4 - 10.00
2,000,000 -
52 wk high 13.70
52 wk low 6.20 r 900
1,500,000 -
SHAREHOLDING STRUCTURE (%) r 800
|nfinity Capital (PVt) Ltd 503 |,000,000 i - 7.00
LOLC Investments Ltd 26.3
- 6.00
Hirdaramani Investment Holdings Pvt Ltd 13.4
500,000 -
Hallsville Trading Group Inc 0.5 500
Karagoda Loku Gamage Udayananda 0.4
Free float 10.0 - 4.00
/212019  4/2/2019  7/2/2019 10/2/2019 1/2/2020 4/2/2020 7/2/2020
Foreign ownership 1.0

I Volume

Closing price

Source: Colombo Stock Exchange
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EARNINGS FORECAST

INCOME STATEMENT («r mn) FYI19 FY20 FY2IE FY22E

Revenue 2,741 2,626 2,858 3,073
Gross profit 964 896 990 1,065
Other income 10 9 I I
Operating expenses (529) (559) (622) (672)
Operating profit 445 346 379 404
Non-recurring items - 188 - -
Net finance expenses (23) (28) (29) (24)
Associate/JV profit - - - -
PBT 422 507 349 379
Tax (52) (106) (40) (43)
PAT 369 401 309 336
Equity holder’s profit 369 401 309 336
Recurring net profit (est) 369 213 309 336

Source: BPPL Annual Reports, LSL Research estimates



FINANCIAL POSITION FORECAST

BALANCE SHEET (g My
PPE

Other non-current assets
Total non-current assets
Inventories

Trade & other receivables
Cash & equivalents

Other current assets
Total current assets
Total assets

Share capital
Retained earnings
Other reserves
Minority interest

Total equity

Long-term borrowings
Other non-current liabilities
Total noncurrent liabilities
Short-term borrowings
Trade & other payables
Other current liabilities
Total current liabilities
Total liabilities

FYI19
2,822
25
2,847
702
736
31

1,472
4319

100
2,063
260

2,423

460
186
646
1,023
187
40
1,250
1,896

FY20
2,922
18
2,939
500
771
533

1,811
4,750

100
2,319
260

2,679

374
215
589
1,207
216
59
1,482

2,071

FY2IE
2,949
18
2,968
704
799
488

1,993
4,961

100
2,537
260

2,897

424
239
663
1,128
214
59
1,401
2,064

FY22E
2,976
19
2,995
757
859
654

2,272
5,267

100
2,742
260

3,102

44|
263
704
1,172
231
59
1,462
2,165

Source: BPPL Annual Reports, LSL Research estimates
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KEY RATIOS FORECAST

RATIO ANALYSIS

Revenue growth (%)
PAT growth (%)

GP margin (%)

OP margin (%)

NP margin (%)

RoA (%)

RoE (%)

Asset turnover (x)
Inventory turnover (days)
Quick ratio (x)
Debt-to-capital (%)
BVPS (LKR)

EPS (LKR)

MPS (LKR)

DPS (LKR)

PE (x)

PBV (x)

Div payout (%)

Div yeild (%)

FYI19

4.8
.1
352
16.2
13.5
9.3
16.1
0.7
2.7
0.6
38.0
7.90
1.20
9.90
0.42
82
1.3
349
4.2

FY20

(4.2)
8.5
34.|
13.2
5.3
8.8
5.7
0.6
2.9
0.9
37.1
8.73
131
7.60
0.42
5.8
0.9
32.1
5.5

FY2IE
8.9
(22.8)
34.6
13.2
10.8
6.6
1.6
0.6
2.9
0.9
34.9
9.44
1.0l
10.60
0.20
10.5
1.1
19.8
1.9

FY22E

7.5
8.6
34.6
13.1
10.9
6.6
1.2
0.6
2.7
1.0
342
10.11
1.09
10.60
0.33
9.7
1.0
30.0
3.1

Source: BPPL Annual Reports, LSL Research estimates
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IMPORTANT DISCLOSURES AND DISCLAIMERS

Equity research methodologies and definitions
Equity research is based on a fundamental analysis of the companies covered, using the application of multiples and, where appropriate, discounted cash flow valuation models. In arriving at equity
research recommendations, macroeconomic conditions are also taken into account.

Equity research recommendations have the following definitions:
For 12 month timescale:

‘Buy’ expected absolute change of +20% or more

'‘Add’ expected absolute change between +10% and +20%
'Hold" expected absolute change between -10% and +10%
'‘Reduce’ expected absolute change between -20% and -10%
‘Sell" expected absolute change of -20% or more

The information contained in this report, researched and compiled for purposes of information do not purport to be complete description of the subject matter referred to herein. In preparing this report
care has been exercised to collect information from sources which we believe to be reliable although we do not guarantee the accuracy and completeness thereof. Lanka Securities (Pvt) Ltd. And/or its
affiliates and/or its directors, officers and employees shall not in any way be responsible or liable for loss or damage which any person or party may sustain or incur by relying on the contents of this
report and acting directly or in directly in any manner whatsoever.

This report has been forwarded to you solely for your information and should not be considered as an offer or solicitation of an offer to sell, buy or subscribe to any securities.

Any opinions, forecasts or estimates herein constitute a judgment as at the date of this report. There can be no assurance that future results or events will be consistent with any such opinions, forecasts
or estimates. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied is made regarding future performance. This
information is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it may not contain all material information concerning the company and its
subsidiaries. Lanka Securities (Pvt) Ltd is not agreeing to nor is it required to update the opinions, forecasts or estimates contained herein.

The value of any securities or financial instruments mentioned in this report can fall as well as rise.

This report does not have regard to the specific instrument objectives, financial situation and particular needs of any specific person who may receive this report. Investors should seek financial advice
regarding the appropriateness or suitability of investing in any securities, financial instrument or investment strategies discussed in this report.

Lanka Securities (Pvt) Ltd (or its directors, officers or employees) may, to the extent permitted by law, act upon or use the information or opinions presented herein, or research or analysis on which they
are based prior to the material being published. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity, independence and impartiality of this
report. Investors should consider this report as only a single factor in making their decision.

Our sales staff, traders and other professionals may provide oral or written market commentary or trading strategies to clients that reflect opinions that are contrary to the opinions expressed in this
report. Investment advisers may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

Lanka Securities (pvt) Ltd may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different
assumptions, views and analytical methods of the analysts who prepared them. Prior to publication, a draft of this report may have been provided by Lanka Securities (Pvt) Limited to the subject of the
report for factual corrections only.
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