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CRISIL Equities assigns fundamental grade 3/5 to Rainbow Papers Ltd. 
 
CRISIL Equities has assigned a CRISIL IER fundamental grade of 3/5 (pronounced three on five) to 
Rainbow Papers Ltd (Rainbow). The grade indicates that the company’s fundamentals are ‘good’ relative to 
other listed equity securities in India. CRISIL Equities has assigned a valuation grade of 4/5, indicating that 
the market price of Rs 220 (closing price as on August 6, 2010) has an ‘upside’ from the current levels. We 
have arrived at a one-year fair value of Rs 246 per share. The grades are not a recommendation to buy, sell 
or hold the graded instrument, or a comment on the graded instrument’s future market price or its 
suitability for a particular investor. 
 
The assigned fundamental grade reflects Rainbow’s established position in the domestic paper industry. 
Post completion of the first phase of the expansion plan in FY10, Rainbow’s capacity has almost doubled to 
183,000 tpa from 100,000 tpa. After the completion of its second phase in Q1FY12, the company will become 
the sixth largest paper manufacturer in India with an installed capacity of 303,000 tpa, i.e. about 3% of the 
total industry capacity. We expect the company to leverage its network strength of 35 dealers to sell 
increased production from expanded capacity. CRISIL Research expects the domestic paper industry to log 
a healthy growth rate of 7.4% over FY10E-FY14, which would support Rainbow’s growth. Concurrently, 
Rainbow has changed its product mix to produce more high-value writing and printing, and newsprint 
paper, which is expected to increase its realisations. 
 
The grade is constrained by Rainbow’s increasing reliance on imported waste paper (raw material), which 
exposes the company to adverse movements in international waste paper prices. The company is also 
expected to face stiff competition from imports as it forays into the coated paper and glazed newsprint 
market. 
 
Financial outlook  
CRISIL Equities expects Rainbow’s revenues to register a strong growth of 46% over FY10-13 to Rs 8.3 bn in 
FY13 on the back of increased capacity. EBITDA margins are expected to be range-bound at 23-24% but at 
higher realisations because of a change in the product mix, resulting in higher profits over FY11-FY13. Net 
margins are expected to improve to 12.5% in FY13 from 8.8% in FY10 because of lower tax provisioning due 
to higher capitalisation of assets. We expect EPS to jump to Rs 49.1 in FY12 from Rs 13.5 in FY10 and 
further to Rs 59.0 in FY13. RoE is expected to increase to 26.2% in FY13 from 15.5% in FY10 as the company 
realises the benefits of expanded capacity. 
 
Valuation grade 4/5 – The market price has ‘upside’ from the current levels 
CRISIL Equities has used the price-to-earnings ratio (PER) method to value Rainbow. We have assigned a 
PER of 5x to FY12 EPS of Rs 49.1 to arrive at a one-year fair value of Rs 246 per share.  
 
About the company  
Incorporated in 1986, Rainbow Papers is a paper and paper products manufacturing company promoted by 
Mr Radheysham Goenka and Mr Ajay Goenka. The company has grown from a modest capacity of 6,000 
tpa at inception to an estimated production capacity of 183,000 tpa in FY10. Rainbow is present in both 
domestic and global markets. It exports to the US, the Middle East, South Africa, South East Asia and the 
UK. About 20% of total revenues in FY10 were from paper exports.  
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About CRISIL Independent Equity Research 
CRISIL IER (Independent Equity Research) is an independent, unbiased opinion on fundamentals and fair 
valuation of the company. CRISIL IER encompasses a comprehensive analysis of the four pillars of 
sustainable value creation, namely: Industry and business prospects, financial performance & outlook, 
management capabilities and corporate governance.  
 
About CRISIL Fundamental and Valuation (CFV) Matrix 
The CFV matrix addresses two important aspects in investment making decision – analysis of 
fundamentals (addressed through fundamental grade) and analysis of returns (valuation grade). CRISIL’s 
fundamental grade represents an overall assessment of the fundamentals of the company graded in 
relation to other listed equity securities in India. The grade facilitates easy comparison of fundamentals 
between companies, irrespective of the size or the industry they operate in. A CRISIL IER fundamental 
grade of ‘5/5’ indicates ‘excellent’ fundamentals and a fundamental grade of ‘1/5’ indicates ‘poor’ 
fundamentals relative to other listed equity securities in India. CRISIL’s valuation grade represents an 
assessment of the fair value of the company's stock for an equity investor over a 12-month period. The 
grade is assigned on a five-point scale from grade 5 (indicating strong upside from the current market price 
(CMP) to grade 1 (strong downside from the CMP). A CRISIL IER grading should not be construed as a 
recommendation to invest in the graded security, nor a comment on suitability of a particular investment 
for the reader. 
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About CRISIL Limited 
CRISIL is India's leading Ratings, Research, Risk and Policy Advisory Company. 
 

About CRISIL Research 
CRISIL Research is India's largest independent, integrated research house. We leverage our unique, 
integrated research platform and capabilities spanning the entire economy-industry company spectrum to 
deliver superior perspectives and insights to over 600 domestic and global clients, through a range of 
subscription products and customised solutions. 
 
CRISIL PRIVACY NOTICE  
 

Contacting us via e-mail or registering with CRISIL reveals your e-mail address and any other information you include such as phone number and/or mailing 
address. We will use this information to help us process your registration, fulfill your request or respond to your inquiry. All of your personal information will be 
stored in a secure database in India. Access to this database is limited to authorized persons. 
Occasionally, we use data collected about customers and prospects to inform them about products or services from CRISIL, and our parent company Standard & 
Poor's (a subsidiary of The McGraw-Hill Companies), and reputable outside companies that may be of interest to them. Many of our customers find these e-mail 
promotions valuable, whether they are shopping for merchandise, taking advantage of a special offer, or purchasing unique services. On rare occasions, and subject 
to applicable laws, CRISIL may also share your information with outside "3rd Party" vendors who will be authorized to use this information solely to perform 
services (such as a "mailing" house) on our behalf. 
If at any time you would like your name removed from lists that are shared for promotional reasons within CRISIL, Standard & Poor's, and with other units of The 
McGraw-Hill Companies, or with third parties simply send a written request to privacy@crisil.com or Privacy Official, CRISIL House, Central Avenue, 
Hiranandani Business Park, Powai, Mumbai - 400 076, India. 
You can also send an email request to privacy@crisil.com if you would like to confirm the accuracy of the information we have collected from you, or if you have 
questions about the uses of this information. 
For more information about The McGraw-Hill Companies Privacy Policy, please visit www.mcgrawhill.com/privacy.html 
Last updated: 01 January, 2010 
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This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release 
may be used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone 
has the sole right of distribution of its Press Releases for consideration or otherwise through any media including websites, portals etc. 

 
Disclaimer 
CRISIL IER report, a Company-commissioned report, is based on data publicly available or from sources considered reliable. 
CRISIL Ltd. (CRISIL) does not represent that it is accurate or complete and hence, it should not be relied upon as such. The 
data / report is subject to change without any prior notice. Opinions expressed herein are our current opinions as on the date 
of this report. Nothing in this report constitutes investment, legal, accounting or tax advice or any solicitation, whatsoever. 
The subscriber / user assume the entire risk of any use made of this data / report. CRISIL especially states that, it has no 
financial liability whatsoever, to the subscribers / users of this report. This report is for the personal information only of the 
authorised recipient in India only. This report should not be reproduced or redistributed or communicated directly or 
indirectly in any form to any other person – especially outside India or published or copied in whole or in part, for any 
purpose. 
 
CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / 
distributors of CRISIL IER Gradings. For information on any IER by CRISIL, please contact 'Client Servicing' at +91-22-33423561, or via e-
mail: clientservicing@crisil.com.  
 
For more information on CRISIL IER reports, please visit: www.crisilresearch.com OR http://www.crisil.com/crisil-ier-reports 
 


