
Amended Rating Rationale 14 April 2021
Uflex Limited

Brickwork Ratings reaffirms the ratings with a Stable Outlook for the proposed
non-convertible debenture of Rs 400 crs of Uflex Limited

Particulars:

Instrument**

Amount (Rs Crs)

Tenure

Rating*

Previous Present Previous (24 Feb 2020) Present

Proposed  Secured
NCD/Bond 400 400 Long

Term

BWR A+
(Stable)

BWR A+
(Stable)

(Reaffirmation)

Total 400 400 Rs Four Hundred Crores Only
*Please refer to BWR website www.brickworkratings.com/ for the definition of the ratings
** Details of NCD instruments are provided in Annexure 1, level of consolidation are provided in Annexure 2

RATING ACTION / OUTLOOK
Brickwork Ratings (BWR) has reaffirmed the proposed non-convertible debenture (NCD) rating
at BWR A+(Stable) of Uflex Limited (Uflex or the company). The rating has, inter alia, factored
in the company’s experienced and professional management, long track record in the packaging
industry, large scale of operations coupled with diversified product offering with a widespread
geographical reach, strong product innovation, improved financial performance and comfortable
capitalisation. The rating is, however constrained by the industry’s highly competitive nature,
lower-than-expected revenues from aseptic packaging materials in the past, semi-commoditised
nature of raw materials resulting in volatility in margins and currency risk for the unhedged
portion. The rating also takes cognisance of moderate increase in leverage envisaged due to
ongoing capex.

The Stable Outlook factors in the company’s improved y-o-y financial performance in 9M FY21
due to the essential nature of industry and benign raw material prices and BWR’s expectations
that the company’s scale of operations will expand further in the medium term on account of
added capacity in overseas operations. BWR notes ongoing strong demand for the flexible
packing industry, which is growing at 15%- 16% which got further bolstered by Covid-19
pandemic.

Description of Key Rating Drivers
BWR has principally relied on audited financial results upto FY20, financials of 9M FY21,
projected financials for FY21 and FY22, and publicly available information and clarifications
provided by the company’s management.
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Credit Strengths
● Experienced and professional management:- The company is listed, and daily operations

are managed by experienced and qualified managerial personnel under the supervision of
the board of directors. Mr. Ashok Chaturvedi (CMD) has more than three decades of
industry experience and is well-known in the packaging materials industry in India. The
company has a diversified board with five independent directors, which adds to the
corporate governance of the company.

● Widespread geographical reach:- In addition to the plants in India, the company has
manufacturing units at nine other locations, including the US, Egypt, Europe, Mexico, the
UAE, Hungary, Nigeria, Poland and Russia. The company sells its products to more than
140 countries in the world, and this widespread geographic reach helps the company
lower its dependence on some particular geography.

● Strong R&D in place:- The company focuses on building in-house capabilities by
investing considerable amounts of human and financial capital in research &
development. The company has several patents in its name, including the one granted in
the US for the BOPET film being used for blister packs for 20 years. This helps the
company remain above its peers in terms of growth and margins.

● Diversified product offering with widespread geographical reach:- Uflex is engaged in
the business of flexible packaging materials and provides end-to-end packaging solutions
to its customers spread across the world. The company has customers in 140 countries.
The main products include the following:

○ Value-added flexible packaging material; aseptic packaging material is new and
was added last year

○ Packaging films (plain, metalised, corona and other barrier-coated films)

● High scale of operations and improved profitability:- The company’s standalone total
operating income decreased to Rs. 4069.71 crs in FY20 from Rs 4220.97 crs in FY 19
due to a weaker price realisation of 6.34%, which offset the volume increase of 2.98%;
however, the operating income is expected to improve in FY21 due to volume growth of
8.2% in FY21 owing to the company being in an essential industry. Price realisation is
expected to fall marginally by 1.3% yoy in FY21. Furthermore,in 9M FY21, the
standalone operating income improved by 9.06% to ~ Rs 3392 Crs from Rs 3110 Crs in
9M FY20 due to improved volume growth. The PAT improved by 49.18 % in 9M FY21
to Rs 173.13 Crs from Rs 116.05 Crs in 9M FY20.At a consolidated level, the company’s
scale of operations is high, as indicated by the total operating income of Rs 7404.84crs in
FY20. The PAT at the consolidated level improved to Rs 370.87 Crs in FY20, compared
with Rs 315.21crs in FY19 due to lower input costs. Furthermore,in 9M FY21, the
consolidated operating income improved by 12.09% to Rs 6236.58 crs from Rs 5643.8
crs in 9M FY20 due to improved volume growth. The PAT improved by 95.17 % in 9M
FY21 to Rs 578.19 Crs from Rs 296.24 crs in 9M FY20.
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● Comfortable capitalisation:- On a consolidated basis, the company had a TNW (tangible
net worth) of Rs. 4634.6 crs as on 31 March 2020, which has maintained the leverage
levels under a comfortable range. The company’s TD (total debt)/TNW and TOL (total
outside liabilities)/TNW stood at 0.77 times and 1.14 times, respectively, as on 31 March
2020.

● Brownfield expansion/growth capex:- To pace growth, Uflex in FY20, proposed to add
four more locations, namely Nigeria, Hungary, Russia and Poland, for the production of
packaging films globally. Of the planned capex of ~Rs 1800 Crs, 100% has been
incurred till 10 February 2021; thus, there is no time and cost overrun as per the initial
timelines. The manufacturing plants in Russia and Poland commenced commercial
production by Q2 FY21. Trial runs for the manufacturing plants in Nigeria and Hungary
have also started, and operations are expected to commence by Q4 FY21. This will help
increase the company’s scale of operations over the medium term.

Credit Weakness
● Volatility in raw material prices:- The semi-commoditized nature of the product keeps

pressure on profitability margins due to volatility in raw material prices; however, this
risk is mitigated as there was a pass through hedge and moderate inventory holding of 54
days in FY20.

● Competitive industry scenario:- Difficulty in differentiating the value proposition to the
client, rising raw material costs and rapid changes in technology render the industry
scenario highly competitive in nature. Some of this risk is mitigated by the company’s
R&D capability, which provides it the ability to mould itself in line with the industry and
stay above its peer group.

● Slow start for new product segment (aseptic packaging):- In March 2018, the company
launched its aseptic packaging material product, which is taking some time to generate
revenue. The management has informed that the product goes through elaborate testing,
which effectively requires around a year’s time to get approval from its buyers. During
the last few years, the company has on-boarded some clients for the product, due to
which, capacity utilisation was expected at around ~80% in FY22 as compared to
capacity utilisation of 60-65 % in FY 20.

● Currency risk:- The group is exposed to currency risk from transaction and translation
exposure. The management keeps a close watch on the maturity of financial assets in
foreign currency and the payment obligations of financial liabilities. Moreover, there is a
natural hedge as the proportion of export and import is almost the same in FY20.
Currency risk for unhedged portions persists. The net revenues for overseas operations
are substantially greater than that of total debt outstanding for overseas operations, which
reduces forex risk in consolidated operations.
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● Project execution risk for additional growth capex:- After a gap of 16 years, Uflex is
planning to add capacity in India for packaging films and is setting-up a greenfield plant
in Karnataka that will house a BOPET (biaxially oriented polyethylene terephthalate) and
CPP (cast polypropylene) line with a capacity of 63,000 tonnes and will thus cater to
South India. Additionally, the company plans to come up with a brownfield CPP film line
at the UAE plant, which will add a production capacity of 18,000 TPA (tons per year).
Additionally, in the aseptic packaging division, capacity will be doubled to 7 bn packs
from 3.5 bn packs. The total project cost is ~Rs 964 Crs, which is expected to be funded
in a debt to equity ratio of 3.74x:1x. The same is at a nascent stage, and the
commencement of operations is expected around March 2023; thus, the timely execution
of proposed capex, which will result in enhanced capacity in the domestic market, will be
a key rating monitorable .

Analytical Approach
BWR has taken a consolidated approach while arriving at rating. For arriving at its ratings, BWR
has applied its rating methodology as detailed in the Rating Criteria below (hyperlinks provided
at the end of this rationale).

RATING SENSITIVITIES
Positive: BWR may revise the ratings upwards led by a sustained improvement in profitability,
return on capital employed and deleveraging.
Negative: BWR may revise the ratings downwards if there is a sustained deterioration in
profitability, leverage position and liquidity. BWR also notes that any cost and time overrun in
the proposed enhanced capacity in domestic operations will be a negative.

LIQUIDITY POSITION - (Strong)
The working capital utilisation at standalone level for the last six months ending January 2021
at is 74%; thus there is headroom for the utilisation of limits. At consolidated level the current
ratio stood at 1.41 x in FY20. At consolidated level the company registered cash accruals of Rs
741.40 crs in FY20, against a minimal repayment of Rs 353 crs in FY20. Furthermore, the
company has free cash and cash equivalents of Rs 330 crs in FY20 on a consolidated basis. The
company had cash and cash equivalents of Rs 433 crs as on 30 September 2020 on consolidated
basis

About the Company
The company is promoted by Mr. Ashok Chaturvedi and was incorporated in 1985. The company
is listed on the BSE/NSE. It is engaged in providing end-to-end flexible packaging solutions to
customers viz. packaging design and colour scheme, packaging structure, packaging products
and filling machines. It is one of the largest flexible packaging companies in India and has a
large global sales and distribution network with customers in around 140 countries. It has
manufacturing facilities of packaging films in Noida (India), Dubai, Mexico, Egypt, Poland, the
US, Nigeria, Hungary and Russia and of packaging products at multiple locations in India
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accredited by ISO/BRC/HACCP. Certain products are manufactured and/or marketed through its
various subsidiaries outside India.

Key financial Indicators (Standalone )
Key Parameters Units FY 19 FY 20

Result Type Audited Audited

Operating Revenue Rs in crs 4220.97 4069.71

EBITDA Rs in crs 460.37 616.42

PAT Rs in crs 51.66 143.27

Tangible Net Worth Rs in crs 2101.35 2259.59

Total Debt /TNW Times 0.67 0.5

Key Financial Indicators  (Consolidated )
Key Parameters Units FY 19 FY 20

Result Type Audited Audited

Operating Revenue Rs in crs 7957.22 7404.84

EBITDA Rs in crs 999.81 1080.98

PAT Rs in crs 315.21 370.87

Tangible Net Worth Rs in crs 4249.42 4654.74

Total Debt /TNW Times 0.5 0.77

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED  - Not applicable

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY Not applicable
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RATING HISTORY FOR THE PREVIOUS THREE YEARS[including withdrawal &
suspended]

S.
No

Instrumen
t Current Rating  (Year T -2021)

Chronology of Rating History for the past 3 years (Rating
Assigned and Press Release date) along with outlook/

Watch, if applicable

Type
(Long
Term/
Short
Term)

Amount
(Rs crs) Rating

Date(s)& Rating(S)
assigned in year T-1 (

2020)

24 Feb 2020

Date(s)&
Rating(S)

assigned in year
T-2 (2019)

21 Feb 2019

Date(s)&
Rating(S)

assigned in year
T-3 2018

03 June 2018

1 Proposed
NCD

Long
Term 400

BWR A+
(Stable)

(Reaffirma
tion)

BWR A+
(Stable)

(Reaffirmation)

BWR A+
(Stable)

(Reaffirmation)

BWR A+
(Stable)

(Reaffirmation)

Total 400 (Rupees Four hundred Crores  only)

COMPLEXITY LEVELS OF THE INSTRUMENTS -Simple

For more information, visit Complexity Levels

Hyperlink/Reference to applicable Criteria
● General Criteria
● Approach to Financial Ratios
● Manufacturing Sector
● Short Term Debt

For any other criteria obtain hyperlinks from website

Analytical Contacts

[Karan Ahluwalia]
Senior Rating Analyst
[Board: +911123412232 ]
[karan.a @brickworkratings.com]

[Tanu  Sharma]
[Director – Ratings]
Board: +911123412232
[tanusharma@brickworkratings.com ]

1-860-425-2742 media@brickworkratings.com
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Uflex Limited-ANNEXURE I
Details ofProposed NCD instrument rated by BWR

ANNEXURE I
INSTRUMENT (NCD) DETAILS

Instrument Issue Date Amount in
crs.

Coupon Rate Maturity Date ISIN
Particulars

Proposed NCD Not Yet Issued 400 10 % Per annum ,
payable half
yearly

8 years from
deemed date of
allotment

-

ANNEXURE II
List of entities consolidated

Name of Entity % ownership Extent of consolidation Rationale for consolidation

Flex Middle East FZE 100 % Full Consolidation Subsidiary

Uflex Europe Limited 100 % Full Consolidation Subsidiary

Uflex Packaging INC 100 % Full Consolidation Subsidiary

Upet Holdings Limited 100 % Full Consolidation Subsidiary

Flex Americas S.A .de C.V 100 % Full Consolidation Subsidiary

Flex P.FilmsEgypt) S.A.E 100 % Full Consolidation Subsidiary

Flex Films (USA) INC 100 % Full Consolidation Subsidiary

Flex Films Europa SP.20.0 100 % Full Consolidation Subsidiary

UPET  PTE.Limited 100 % Full Consolidation Subsidiary

Flex Films Africa Private Limited 100 % Full Consolidation Subsidiary

Digicycl PTE Limited 50 % Proportionate
Consolidation

Joint Venture

Digicycl Limited 100 % Full Consolidation Subsidiary

Flex Chemicals Private Limited 100 % Full Consolidation Subsidiary
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Flex Films Rus LLC 100 % Full Consolidation Subsidiary

Flex Films Europa Korlatolt 100 % Full Consolidation Subsidiary

Utech Developers Limited 100 % Full Consolidation Subsidiary

USC Holograms Private Limited 68 % Full Consolidation Subsidiary

SD Buildwell Private Limited 100 % Full Consolidation Subsidiary

Flex foods Private Limited 47.15 % Proportional
Consolidation

Associate

For print and digital media
The Rating Rationale is sent to you for the sole purpose of dissemination through your print, digital or electronic
media. While it may be used by you acknowledging credit to BWR, please do not change the wordings in the
rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone has the sole right of
sharing (both direct and indirect) its rationales for consideration or otherwise through any print or electronic or digital
media.

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI] registered
Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, Non-
convertible / convertible / partially convertible debentures and other capital market instruments and bonds,
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc. BWR
has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also rated NGOs,
Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal Corporations. BWR
has Canara Bank, a leading public sector bank, as one of the promoters and strategic partner. BWR has its corporate
office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh, Chennai, Hyderabad,
Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.

DISCLAIMER : Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank
Loan facilities, Non- convertible / convertible / partially convertible debentures and other capital market instruments
and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and
other structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.
[hereafter referred to as “Instruments”]. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate
Developers, Urban Local Bodies and Municipal Corporations.

BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR
that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and other
reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating Report &
other rating communications are intended for the jurisdiction of India only. The reports should not be the sole or
primary basis for any investment decision within the meaning of any law or regulation (including the laws and
regulations applicable in Europe and also the USA).
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BWR also wishes to inform that access or use of the said documents does not create a client relationship between the
user and BWR.
The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should not in
any manner be construed as being a recommendation to either, purchase, hold or sell the instrument.
BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and judgement
obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the users of these
Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify, suspend or withdraw the
ratings at any time without assigning reasons for the same.
BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any public
notification, in any form or format although BWR may disseminate its opinion and analysis when deemed fit.
Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or
agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR
Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the
results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party disclaims all
express or implied warranties, including, but not limited to, any warranties of merchantability, suitability or fitness for
a particular purpose or use. In no event shall any BWR Party be liable to any one for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including,
without limitation, lost income or lost profits and opportunity costs) in connection with any use of any part of the
Rating Rationales and/or Rating Reports even if advised of the possibility of such damages. However, BWR or its
associates may have other commercial transactions with the company/entity. BWR and its affiliates do not act as a
fiduciary.
BWR keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of the respective activity. As a result, certain business units of BWR may have information that is not
available to other BWR business units. BWR has established policies and procedures to maintain the confidentiality
of certain non-public information received in connection with each analytical process.
BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities
etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are also
generally made available without charge on BWR’s website.
This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories,
communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.
BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of
India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as amended
from time to time.
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