Ganesha Ecosphere Ltd (GEL)

Investment Idea | Waste Management

Waste to wealth

Ganesha Ecosphere Ltd (GEL) stands as a pioneering
force in PET Waste Recycling within India, specializing in
the production of Recycled Polyester Staple Fibre (RPSF),
Recycled Polyster Spun Yarn (RPSY),dyed & texturised
yarn. Positioned at the forefront of India's circular
economy transformation, GEL is undergoing a strategic

shift. Instead of solely converting PET waste into
textiles—a cyclical industry—it is transitioning towards
repurposing PET waste into reusable plastic bottles and
packaging for the FMCG industry-relatively stable
industry (B2B chips,rPET filament yarn). This move
promises a more stable trajectory, aligning with the
evolving dynamics of sustainability and market demand.

Being the largest PET bottle recycling company in India,
contributing to recycling over ~16% of India’s PET bottle
waste p.a. (recycles >6bn PET bottles annually) stands
at the forefront of revolution which is going to take place
in plastic waste management industry.GEL has done
Rs.650 crs capex at Warangal of which majority portion
will get commercialised by Q1FY25.

India, ranking third globally in plastic waste generation
(~13Mn Tons p.a.), has implemented mandatory
regulations for recycling and reusing plastic packaging,
effective from FY25, in a bid to combat the growing
plastic waste problem. Recycling is evolving from “Good
to have” to "Must have”; the sector is moving from the
sidestream to mainstream.

Financial Summary
Financial Summary

Y/E Mar (Rs mn) FY21 FY22 FY23  FY24e  FY25e  FY26e
Net sales 7,511 10214 11,796 10,983 17,171 18,722
EBIDTA 845 1,139 1,277 1,309 2,454 2,712
Margins 11.2 11.2 10.8 11.9 14.3 14.5
PAT (adj) 435 619 699 331 1,192 1,293
Growth (%) -31.7 42.4 12.9 526 259.7 8.5

EPS 19.91 2835 3201  13.07  47.02  51.01
P/E (x) 55 39 34 84 23 22
P/B (x) 5 4 4 3 2 2
EV/EBITDA (x) 29 23 22 21 12 11
RoE (%) 9 11 12 11 11
ROCE (%) 11 12 11 12 12
RolC (%) 9 8 8 12 13

Source: Dalal and Broacha
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BUY 1,275 15
Market data

Current price Rs 1,105
Market Cap (Rs.Bn) (Rs Bn) 29
Market Cap (US$ Mn) (US$ Mn) 343
Face Value Rs 10
52 Weeks High/Low Rs 1185/811.15
Average Daily Volume (000) 33
BSE Code 514167
Bloomberg GNPL.IN

Source: Bloomberg
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Ganesha Ecosphere Ltd Nifty Index
Source: Bloomberg
% Shareholding Mar-24 Dec-23
Promoters 36.44 36.44
Public 63.40 63.40
Total 100 100

Source: Bloomberg
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Investment Rationale:

R/

+* Extended Producers Responsibility (EPR) : Single biggest trigger

Extended Producers Responsibility (EPR) regime is under implementation in Plastic Waste Management Rules,
2016, according to which it is the responsibility of Producers, importers, brand owners, and plastic waste
processors (PWPs) to ensure processing of their plastic packaging waste through recycling, re-use or end of
life disposal (such asco-processing/Waste-to-energy/Plasticto-oil/roadmaking/industrial-composting).

The new PWM rules aim to implement waste management in four categories of plastic packaging: [1] Rigid,
[2] Flexible, [3] Multi-layered plastic, [4] Plastic sheet/compostable plastics and biodegradable plastics,
covering both pre-consumer and post-consumer plastics. These rules establish the responsibility of producers,
importers as well as brand owners (PIBOs), among other obligated entities, who use these types of plastic to
Stage 1.Recollect (EPR w.e.f. FY22),

Stage 2.Recycle (w.e.f FY25) and
Stage 3.Use of recycled plastic in the new packaging products manufactured/used by them (w.e.f FY26),
with the minimum thresholds for each becoming more stringent over the years
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¢ Future ready : GEL capacity ready to capture the demand supply mismatch that can be created
in rPET market

The demand for recycled PET in the next five-seven years is expected to be 2-2.5x of current supply capacity,
validating the Company’s recent expansion at Warangal.GEL has done a capex of Rs.650 crs & raised closer to
Rs.500 crs (QIB: Rs.350 crs ; Promoter infusion : Rs.150 crs) for future capex.1% capex of Rs.650 crs is expected
to generate incremental revenues of Rs.600+ crs taking the overall revenue growth for FY25 above 50%.Being
margin accretive products in this new plant company is expected to take the overall company EBITDA margins
from 12% to 14%

+* Valuation & Outlook :

GEL is at a cusp of revolution to well capture the change happening in PET waste recycling industry. Now with
the regulation mandating to use recycled plastic there will be a natural tailwind to use recycled plastic content
in manufacturing. GEL being one of the largest player in the space is expected to benefit big time having first
mover advantage. Currently GEL trades at 22x FY26e EPS of Rs.51,we value it at 25x FY26e to arrive at a target
price of Rs.1,275 having a potential upside of 16%. We recommend investors to BUY the stock at current
levels & add the stock on any sudden correction which takes place in the mid & small cap space.
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B
(CINU67120MH1997PTC111186) was established in 1997 and is an integrated financial services
player offering an extensive range of financial solutions and services to a wide spectrum of customers
with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange
of India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for
investments and is engaged in the securities businesses including stock broking (Institutional and
retail), depository participant, portfolio management and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details
of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO0O0001246 as per
SEBI (Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were
suspended by any stock exchange with whom it is registered in any time in the past. It has not been
debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its
certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations
have issued advice letters or levied minor penalty on D&B for certain operational deviations in routine
course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that
all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or
will be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research
Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for
the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject
company at the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership | No
of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the | No
subject company.
Whether the research Analyst has served as officer, director or employee of the | No
subject company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment | No
banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation for products or | No
services other than investment banking or merchant banking or brokerage
services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits | No
from the subject company or third party in connection with the research report
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D&B and/or its affiliates may seek investment banking or other business from the company or
companies that are the subject of this material. Our salespeople, traders, and other professionals
may provide oral or written market commentary or trading strategies to our clients that reflect
opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing
businesses may make investment decisions that may be inconsistent with the recommendations
expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things,
may give rise to real or potential conflicts of interest including but not limited to those stated herein.
Additionally, other important information regarding our relationships with the company or companies
that are the subject of this material is provided herein. This report is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject D&B or its group companies to any registration
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an
official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message
should not be construed as official confirmation of any transaction. No part of this document may be
distributed in Canada or used by private customers in United Kingdom. All material presented in this
report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor
its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any
other party, without the prior express written permission of D&B . All trademarks, service marks and
logos used in this report are trademarks or registered trademarks of D&B or its Group Companies.
The information contained herein is not intended for publication or distribution or circulation in any
manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities
and Exchange Board of India before investing in Indian Securities Market. In so far as this report
includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992, 2287 6173 | E-mail: equity.research@dalal-broacha.com
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