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Sanmit Infra = BUY

Investment Thesis

Recenfily, the stock price of Sanmit Infra Ltd. (Sanmit Infra) corrected by
~10% from 52-week high of Rs.85.70 as the company reported lower than
expected growth in recent quarters.

Sanmit Infra is engaged in the business of bio-medical and other waste
management, infra & real estate development and frading in petroleum
products. It is mainly into construction of residential & commercial
projects in Mumbai and other cities in Maharashtra. It has so far
constructed residential & commercial complexes in the western suburbs
at Bandra West and Khar Linking Road area in Mumbai, and upcoming
projects are located in Mahim, Karjat, and Navi Mumbai in Maharashtra.
Sanmit Infra is also engage in distribution of petroleum products, such as
lubricants, public distribution system kerosene, furnace oil, light diesel oil,
base oil and bitumen. Sanmit Infra also provides biomedical waste
disinfection system and microwave irradiation system for disinfection of
biomedical waste and hospital waste.

Sanmit Infra is diversifying its geographical reach by establishing pan-
India distribution channel for sales of biomedical waste disinfection
system. At the time of covid pandemic, Sanmit Infra has to deal in
microwave disinfection system for disinfection of biomedical waste/
hospital waste and successfully installed this disinfection system as pilot
project to various hospitals in Mumbai, Pune, Navi Mumbai and Pimpri
Chinchwad in Maharashtra as well as various Railway hospitals. Sanmit
Infra is recently entered info manufacturing of microwave disinfection
system with ultra violet radiations dual technology which will destroy
bacteria and virus present in the hospital waste/ biomedical waste. It has
plans to appoint dealers/distributors in all major states to cater the sale of
microwave disinfection system to government hospitals. We believe sales
of microwave disinfection system will enhance revenue going ahead.

Financials

e During the past 5 years, revenue of Sanmit Infra grew at a CAGR of
8.9% while PAT grew at a CAGR of 100.4% in the same period.

Standal. (Rs.Mn.) FY20 FY21 FY23E

Revenue 508 856 1,464 1,684 1,936
EBITDA 15 23 89 120 150
% growth 156.6 53.1 282.3 35.0 25.0
PAT 11 18 64 80 96
EPS (INR) 0.1 0.2 0.4 0.5 0.6
P/E (x) 701.3 467.8 189.9 151.9 126.6
RoE (%) 9.3% 13.2% 30.4% 32.1% 35.4%

e Sanmit Infra has reported de-growth of 9.4% in revenue in Q2FY23 to
Rs.314mn as its bitumen business was impacted by extended monsoon
this year as well as lower sales in real estate business.
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e Sanmit Infra’s EBITDA declined by 83.4% YoY in Q2FY23 to Rs.4.5mn
mainly due to higher inventory in real estate business. As a result,
EBITDA margin has also declined by 635bps YoY to 1.4% in Q2FY23.

e PAT of Sanmit Infra also declined by 48.1% YoY in Q2FY23 fo Rs.10.1Tmn
on account of lower operating margin.

Key Business Highlights

e Sanmit Infra is engaged in the business of Bio-medical and other
waste management, infrastructure and real estate development and
trading in petroleum products.

o Sanmit Infra is present in three segment, real estate (residential &
commercial complexes), resale of HPCL's petroleum products and
treatment of biomedical waste.

e Under the resale of petroleum products, Sanmit Infra is authorized
dealer of HPCL for supply of lubricants, public distribution system (PDS)
kerosene, furnace oil, light diesel oil and base ail.

Valuation

e Sanmit Infra has recently bagged an order worth Rs. 22.5mn for eco
friendly less wood / green cremation system (GMS). It has also
bagged order for bitumen business worth Rs.40.0mn every month
from December to March 2023. Sanmit Infra expressed hopes of more
order inflows from the Bitumen business, which has started in full flow
after the monsoon season.

e Sanmit Infra entered into trading of Bitumen 3 years back to supply
bitumen to register government road contractor. To expand bitumen
business, Sanmit Infra has acquired around one acre land in the
vicinity of JNPT Port where the importing of bitumen is done. It has
planned to install bitumen decantfing unit, so that it can directly
purchase bitumen in drums and convert to bulk bitumen. In the same
vicinity, Sanmit Infra also plan to start the bulk storage facility so that it
can directly import the bulk bitumen form Gulf countries. The
decanting unit and bulk storage facility are expected to help in
buying at more competitive rate and help in improving margins.

e Sanmit Infra has shown interest in entering into affordable housing
segment as affordable housing segment has huge opportunity in the
years to come. As per property consultant Knight Frank India, around
3.5 Crs quality homes need to be developed in urban cities for those
staying in substandard housing. Government initiatives for affordable
housing and interest subsidies under PMAY also propel demand for
affordable housing majorly in tier-ll, tier-lll & beyond geographies.

o  With presence in bio-medical and other waste management, infra &
real estate development and pefroleum products, expanding
geographical reach for sales of biomedical waste disinfection and
microwave disinfection system to various hospitals, recent order of
GMS and bitumen, land acquisition to install bitumen decanting unit
and entering into affordable housing segment, we value Sanmit Infra
at 155.0x FY24E EPS of Rs.0.61 to arrive at target price of Rs.94.00, an
upside of ~22%.

Risk & Concern

* Any negative regulations announced by the central or state
governments regarding real estate or affordable housing sector may
affect growth of Sanmit Infra going ahead.

e Any lower growth in biomedical waste disinfection system and
microwave irradiatfion system anticipated by Sanmit Infra may impact
revenue growth of the company.

e For petroleum products distribution business, Sanmit Infra has only one

client, HPCL. Any issue with HPCL may have adverse impact on future
growth of the company.
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Figure 1: Net Sales Trend
3,000 +

- 150%

114.7%

2,500 1 - 100%

2,000 +
- 50%
1,500 -
- 0%
1,000 -

500 - - -50%

0 - - -100%
FY17 FY18 FY19 FY20 FY21 FY22

mmmm Net Sales (Rs. Mn) —#—YoY Growth (%)

Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: PAT Trend
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Figure 4: Return Ratio Trend
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