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CAPACITY SHUTDOWN in China and resultant hike in imported
paper prices could prove to be a shot in the arm for Indian cos

Better Valuations of Paper
Cos: JustaMatter of Time

Jwalit.Vyas@timesgroup.com

ET Intelligence Group: Paper com-
panies have reported double-digit
earnings growth over the past two
years. In addition, their balance
sheetslook lighter with reduced debt
burden and improved leverage ra-
tios. Yet, thesechanges donotseemto
fully reflect in their stock valuations,
which remain in single digits.
However, the valuations may im-
prove given the growth opportunity
inthe wake of rising paper pricesdue
toshutdown of capacities in China.
China has stopped imports of sev-
eralgradesof wastepaperasapartof
campaign against foreign garbage,
which has created shortage of raw
materialand impacted the paper pro-
duction. Further capacities close to 3
lakh tonnes perannumare shutdown
due tolack of environmental compli-
ance. As a result, packaging paper
prices, for instance, have shot up by
40% toover 5,500 yuan per tonnesince
August, accordingto Bloombergdata.
“This has led to paper suppliers
from Chinaand other countries, such
asIndonesia, toeither stop selling pa-
per in India or sell at a higher price.
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Paper industry
deleveraging - Total
Industry Debt ratios

N R Agarwal Inds | 413.8 51

Shreyans Inds. 168 39

JK Paper 17.2 65

Kuantum Papers 765 33

Does not include Ballarpur figures

Source; ETIG Database

We see a good momentum in the in-
dustry.” PS Patwari, CEO, Emami
Paper Mills, said, adding, “India,
which did not export paper to China,
hasnow started exporting.”

Prices of imported paper have in-
creased by 10% in the pastfew weeks.
“International paper prices have re-
mained low for a very long time due
to oversupply from China and
Indonesia. We expect the current
prices to sustain or even go up,” said
ASMehta, president, JK Paper.

Paper is usually manufactured
from either waste paper or wood

pulp. China’sban on waste paper has
led to a fall in the waste paper prices
and arise in pulp prices. Since major
Indian paper companies, such as JK
Paper and West Coast Paper, which
use in-house pulp to make paper will
notbeaffected by higher pulp prices.

Companies such as NR Agarwal
Industries manufacture paper from
waste paper. “Ban in China hasled to
fall in the waste paper prices, which
should lower our cost. Also, rise in
imported prices gives us more head-
room toincreaseproductprices,” said
the company’s MDR N Agarwal.



