
JK Paper 

Leader in a turnaround sector 

Sources used:  
Sunidhi Research report “Paper sector; coming out of woods” dated 11th December 2017  
JK Paper IC dated 20th December, 2017 by Dalmia Securities 
Latest Investor presentation from Ence (Spain), global leading supplier of  wood pulp 



Industry overview – Global 
 

With increased demand and reduced supply wood pulp to 
remain at higher levels  



China (largest importer of waste paper) to ban imports of 
recovered paper will support pulp prices 

Virgin pulp demand growth in China underpinned by 
increasing environmental standards: 

 Ban of mixed recovered paper (MRP) imports in China from 
2018  

 Ongoing substitution of old paper mills based on recovered 
paper to virgin pulp D
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Absence of large capacity additions indicates high 
pulp prices for coming years 

 APRIL halts operations at Kerinci mill having capacity of 2.8 
million tonnes/yr 
 Gov. of Indonesia cancels it’s plantation concessions 

 Chile: 70,000 hectares of forest planation affected by fires 
 Chile meets 10% of Chinese wood pulp demand 

Su
p

p
ly

 

 Two major raw materials for making 
paper 
 Wood pulp 
 Recovered paper 

 Historically majority of paper 
production has come from recovered 
paper as production of wood pulp 
remained stagnant 



Hardwood pulp prices to jump as market will be in deficit in 
coming years 

European hardwood pulp prices Hardwood supply/demand balance 

Hardwood pulp price estimates 



Industry overview – Indian 
 

With shortage of wood pulp, prices of P&W paper to increase 



~30% India’s wood pulp requirement is met through imports 
and wood pulp is used to made high quality, high end products 

Raw material Wood pulp Agri waste Waste paper 

 Global companies  
like Fibria, Ence, APP, 
April etc. 

 Unorganized, mostly 
from farms near 
paper mills 

 Waste paper traders Players 

Indian scenario  India is wood pulp 
deficit country 

 ~30% of demand 
met through imports 

 Locally sourced   ~50% of demand 
met through imports 

Source  Plantations  Farms waste  Rag picking and 
sorting & grading 

Availability  Limited (takes 2 -3 
years to set up) 

 N/A 

Usage  Mixed in various proportion 
 Finished production quality depends upon the mix proportions 

Quality of 
finished product 

 High quality 
 High brightness and strength 

 Low quality 
 Low brightness and 

strength 

 Abundant but 
polluting 



Majority of raw material requirement for P&W segment is met 
through wood pulp fiber 

End products 
categories 

Packaging & paperboard  
(~47% of domestic industry) 

Printing & writing 
(~31% of domestic industry) 

Usage  Packaging in food, pharma etc  Office stationary, text-books, A4 
sheets 

Products  Kraft paper and packaging boards etc.  Un-coated: Copier, mapolith etc. 
 Coated: Shade cards, wedding cards 

Growth drivers in 
India 

 Packaging in food, pharma etc 

 Rising education level 
 Next 5 year CAGR: 5% 

 E-commerce, packaged foods 
 High growth expected 

RM source  Mostly wood pulp  Waste paper 

RM cost % to sales  35%  60% 

% of RM imports  22%  45% 

Capital intensity  High 
 ~INR1.2 lacs/tonne 

 Low 
 ~INR 0.25/ton (1/5th of int. facility ) 

Benefits due to 
China ban 

 Integrated players like JK Paper will 
benefit due to rise in input costs 

 Long-term 

 Direct due to fall in RM cost 
 Short-term due to underutilized 

capacities 

Competitive 
intensity 

 Moderate (mostly from imports) 
 50% of coated is imported 

 High  



Comparison of major players in Indian 
paper industry 

 
P&W paper players are best suited to take advantage of 

present industry scenario 



Comparison of major W&P players  

Company CMP 
Mcap 

(Cr.) 

Net 
debt 
(Cr.) EV (Cr.) 

Net debt / 
Equity 

Capacity 
(t) 

FY 17 
Sales (t) 

% 
utilization 

Realization 
(Rs/kg) 

JK Paper 163 2,853 1,305 4,158 88% 455,000 482,000 106% 62 

International 
paper APPM 

347 1,378 142 1,520 29% 241,000 220,900 92% 58 

West Coast 
Paper 

316 2,084 332 2,416 46% 320,000 317,951 99% 56 

Company 
Sales 

(FY17) 
EBITDA  

(%) NI (%) 
Export 

revenue 
% wood 
imports 

EV/ 
EBITDA PE (LTM) 

EV/ton 
(actual) 

EV/ton 
(assessed) 

Premium/ 
(Discount) 

JK Paper 2,989 18% 5% 7% N/A 7.7x 12.5x 91,395 120,000 (24%) 

International 
paper APPM 

1,273 13% 2% 16% 0 8.9x 20.4x 63,069 96,667 (35%) 

West Coast 
Paper 

1,879 15% 7% 1% 49% 8.4x 11.0x 75,486 120,000 (37%) 

Market data as of 6th January, 2017 



Comparison of major waste paper converters 

Company CMP (Rs) 
Market cap 

(Cr.) 
Net Debt  

(Cr.) 
EV 

(Cr.)  
Capacity 

(t) Production (t) 

NR Agarwal 
474 807 254 1061               306,000                283,483  

Ruchira 
202 454 53 507               130,000                116,776  

Company Sales 
EBITDA 
margin NI Margin 

EV/ 
EBITDA PE (LTM) 

EV/tonne 
(actual) 

EV/tonne 
(assessed) 

Prem. 
/(Discount) 

NR Agarwal          1,050  14% 7% 7.4x 9.6x 34,663 25,000 39% 

Ruchira             427  13% 8% 9.0x 12.1x 39,005 25,000 56% 

Market data as of 6th January, 2017 



JK Paper – Most preferred bet 
 

Leading brand in P&W segment with 24% market share 
Integrated operations keeps raw material costs under control 



Leading player in printing & writing (P&W) with strong 
brand name 
 Leading player in printing & writing (P&W) with strong brand name 

 JK paper is the market leader in branded copier paper segment and among the top two players in Coated 
Paper and high-end Packaging Boards 

 According to Crisil, demand for P&W is projected to grow at around 4-5% CAGR in the next five years 

 Consumption of P&W paper is closely linked to population growth, literacy levels, increase in office printing 
and private and public spending on education 
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Integrated production facilities with captive raw 
material and power sourcing 
 Integrated production facilities with captive raw material and power sourcing 

 JK Paper enjoys operating efficiencies because of its integrated production capacities 

 Significant portion of woodpulp (pulp capacity of 276,000 TPA)  and power requirements (major cost 
components) are met through captive production 

 For long term continuous source of raw material (~52% of total raw material consumption) the company is 
running social forestry 
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 Ban of mixed waste paper in China is structural and 
will lead to rise in paper prices  

Integrated production facilities with captive raw material and power sourcing 

  China is the largest importer of waste paper and pulp in the world 

 Ongoing substitution of old paper mills based on non wood pulp and recovered paper 
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China is major consumer of waste 
paper and developed world is exporter 

Mixed waste constitute 15% of the total 
waste paper import of China  



Valuation and target 
 

At 15x PE (FY20), JK Paper can achieve price of 255 Rs. and 
offers return upside of 56% 



At 15x PE (FY20), JK Paper can achieve price of 255 Rs. and 
offers return upside of 56% 

Outlook and valuation   

 The Company is currently trading at a PE of 9.6x FY20E and EV/EBITDA of 6.7x FY20E 

 With improved financial performance and industry tailwinds, assign a target PE multiple of 15.0x on FY20 

 Target price: 255 

 Return potential: 56% 

FY2017 FY2018 (E) FY2019 (E) FY2020 (E) 

Total Revenue (Cr.) 2,629 2,747 2,844 2,930 

% growth 5% 4% 3% 

EBDITA (Cr.) 552 572 606 625 

% margin 21% 21% 21% 21% 

PAT (Cr.) 172 211 255 294 

% margin 7% 8% 9% 10% 

EPS (INR) 11.4 13.5 14.8 17.0 

PE 14.3x 12.1x 11.0x 9.6x 

EV/EBITDA 7.5x 7.3x 6.9x 6.7x 



Key risks 
 
 



Key risks 

Key risks 

 Fluctuation in Raw Material Prices 

 Limited Pricing Flexibility 

 Currency Fluctuation 

 Increasing competition from import 

 Increased digitalization 



Excerpts from JK Paper 2017AR 



Excerpts from JK Paper 2017AR (cont’d) 



Excerpts from JK Paper 2017AR (cont’d) 



Excerpts from West Coast Paper 2017AR 


