February 10, 2026

KP SECURITIES LTD Kuantum Papers Ltd.

ating prosperity

CMP: Rs 90.6 Target Price: Rs 139 Q3FY26 Result Update — Buy

Key Share Data Company Background
10 Kuantum Papers Ltd (KPL), promoted by Mr. Pavan Khaitan (Vice Chairman & Managing Director), is
amongst India’s leading manufacturer of paper and paper products at its backward integrated plant at

Face Value (INR)

Equity Capital (INR Mn) 873 Hoshiarpur, Punjab with an installed paper manufacturing capacity of 450 TPD and pulp capacity of 365
Market Cap (INR Mn) 7,906.1 TPD as of FY25. KPL utilises a mix of agri-residue (wheat straw), veneer, wood logs and wood chip as
52 Week High/Low (INR) 135/83 Iits raw materials (RM) for making pulp. The company’s product portfolio is in the writing and printing
6 months Avg. Daily Volume (NSE) 48,281 (W&P) segment and includes maplitho, creamwove, copier, and specialty papers.
Investment Rationale

BSE Code 532987 Improved sales volumes and stable realisation helps in stable sequential performance in Q3FY26;
NSE Code KUANTUM margins remain pressured due to elevated RM cost

» During Q3FY26 KPL'’s sales increased by ~7.2% y-o0-y and by ~3.5% g-0-q to Rs 2,895.9 mn, driven

2 predominantly by volume growth. 9MFY26 sales saw decrease of ~4.5% y-oy to Rs 7,922.2 mn.

» Q3FY26 the realisations decreased ~15% y-o-y while it remained flat g-o-q to ~ Rs 65,451/MT. The
sales volumes for Q3FY26 increased ~23% y-0-y and 4% Q-0-( to 44,245 MT.
»>In Q3FY26, EBITDA decreased by ~22% y-o-y, mainly due to increased wheat straw prices, &
increased by ~14.3% g-0-g to Rs 392.5 mn.
) > EBITDA/Ton decreased by ~25% y-o0-y & increased ~10% g-o-q to Rs 8,871. 9MFY26 EBITDA/Ton
Promoter Public decreased by ~34% y-0-y to Rs 9,609.8.
0% » KPL witnessed decline in Q3FY26 PAT by ~53.4% y-o0-y & increased ~69.5% g-0-q to Rs 97.8 mn.
9MFY26 PAT decreased by ~69% y-0-y to Rs 276.2 mn
Increase in capacity by ~50% in FY27 with diversification in specialty segment to drive volume
growth, improve realizations, and enhance economies of scale
» KPL is undertaking a significant capex of ¥7.35 bn, primarily focused on expanding paper production
capacity by ~50% - from 450 TPD to 675 TPD and pulp making capacity raising the combined agro and
wood pulp capacity from 365 TPD to 440 TPD. Project is being funded through a Debt:Equity mix of

Public
30%
= Promoter

Source: Company

Key Financials (Rs Million)
Particulars FY25 FY26E FY27E FY28E

Net Sales 11,070.4 11,0213 14,4913  16,352.8 %5.35 bn: %2 bn.
Growth (%) 9% 0% 31% 13% » The company is upgrading each of its four paper machines in a staggered manner by taking shutdowns
EBITDA 24259 16371 30535  3.702.1 during FY26 & FY27 with full enhanced capacity available from Q2FY27.
AT 11518 3578 12005 17860 > TWO paper machines (PM1 & PM4) have already been successfully upgraded, resulting in an

' ' ' incremental capacity addition of ~80-90 TPD, taking the current overall production capacity to ~540
Growth (%) -37% -69% 244% 45% TPD.
EPS (INR) 132 41 141 205 potential bottoming out of margins before the next industry up-cycle?
BVPS (INR) 1390 1431 1542 1716 > Paper realisations appear to be stabilizing at ~ ¥65/kg for KPL over the past 2 quarters with signs of
Key Financials Ratios improvement emerging from Q4 onwards.
S T > Wood co_sts, which were at elevated Ievel_s‘, con_tlnued_to rise due to robust demand from MDF &
PIE (0 69 01 64 m Plywood industry, are now expected to stabilize with a slight downward trend.
PIBVPS () 07 06 06 o0s » Wheat straw’s prices which increased over the last two quarters following floods in Punjab, are also

likely to normalize post the April harvest season.
Mcap/Sales (X) 0.7 0.7 0.5 0.5 . . . . .
> International pulp prices improved ~10% over the last quarter; augurs well for domestic paper prices,

EVIEBITDA () 59 105 53 39 though, imports are still happening at lower prices. Industry is expecting international paper prices to
ROCE (%) 10.1% 4.5%  10.7% 13.7% increase gradually and demand revival to take some.
ROE (%) 9.5% 2.9% 9.1% 11.9% Raw material diversity advantage and backward integration sets KPL apart from its peers
EBITDA Mar (%) 21.9%  149%  21.1% 226% »~50% of KPL’s RM is agro-residue, primarily wheat straw. Punjab produces ~20 mn MT wheat straw
PAT Mar (%) 10.4% 3.2% 8.5% 10.9% annually, ensuring abundant availability at stable prices, as yields continue to rise. This helped KPL
Debt - Equity () 05 08 06 04 limit impact of drastic increase in wood prices from FY25.

> Balance RM requirement is met by wood, available locally, with prices likely to soften in medium-

term.
Pri f. KPL BSE Small C i ICR . . oo . . . .
» The company enjoys significant cost advantages through this strategic procurement, delivering a cost

10%

Source: Company, SKP Research

KPL

BSE Small Cap

benefit of more than %15,000/MT compared to other pulp integrated player, ensuring superior margin
5% resilience.

»In FY22, KPL undertook 4.4 bn backward integration capex, to expand pulp, power generation, and

0%

AV e
5% W chemical recovery capacities. This allowed the company to optimise full potential of its RM advantage
0% and paper machine capacity.
’ & 8 8§ 8 &8 § 8§ § § > This diversified sourcing model, backed by backward integration, underpins margin resilience and long-

§ § § 2 2 & 8 32 8 term competitiveness compared to wood-dependent peers.

IR S VALUATION
Research Analyst: We believe that the KPL'’s significant paper capacity expansion, set to come into full effect from Q2FY27,
Vaibhav Pachisia along with its continued shift into speciality grades segment, will drive stronger volumes and improved
e-mail: vaibhav.pachisia@skpsecurities.com realisations, while margins remain supported by strong backward integration and favourable raw material
phone: +91 9830896666 positioning. We have valued the stock 5x FY28E EV/EBITDA multiple, backed by rising paper demand
Madhav Jhawar and stabilising raw material prices, we recommend a Buy, with an upside potential of 53%.

e-mail: madhav.jhawar@skpsecurities.com
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Key charts
s g 0 ibit 2 0 -
Exhibit 1: Revenue & revenue growth % Exhibit 2: EBITDA and EBITDA growth % Exhibit 3: PAT & PAT growth %
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Exhibit 4: Capex over the years Exhibit 5: Paper capacity increase (in TPD) Exhibit 6: Realisation/ton vs cost/ton
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Source: Company, SKP Research
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Q3FY26 Result Summary

Figures in Rs Million

Q3FY26 Q3FY25 Q2FY26 IMFY26 IMFY25 YoY %
Total Income 2,895.9 2,700.8 7.2% 2,797.0 3.5% 7,922.2 8,296.8 -4.5%

Expenditure 2,503.4 2,196.7 14.0% 2,453.6 2.0% 6,782.1 6,469.7 4.8%
Material Consumed 1,109.3 960.8 15.5% 1,076.1 3.1% 2,857.4 2,698.2 5.9%
(as a % of Total Income) 38.3% 35.6% 273 Bps 38.5% (17)Bps 36.1% 32.5% 355 Bps
Power and Fuel 354.7 339.2 4.6% 364.0 -2.6% 1,008.4 1,021.4 -1.3%
(as a % of Total Income) 12.2% 12.6% (31)Bps 13.0% (77)Bps 12.73% 12.31% 42 Bps
Chemicals Consumed 558.8 4934 13.3% 555.5 0.6% 1,534.8 1,423.9 7.8%
(as a % of Total Income) 19.3% 18.3% 103 Bps 19.9% (56)Bps 19.4% 17.16% 221 Bps
Employees Cost 243.3 193.7 25.6% 225.1 8.1% 698.8 611.4 14.3%
(as a % of Total Income) 8.4% 7.2% 123 Bps 8.0% 35 Bps 8.8% 7.4% 145 Bps
Other Expenses 237.3 209.7 13.2% 2329 1.9% 682.7 714.8 -4.5%
(as a % of Total Income) 8.2% 7.8% 43 Bps 8.3% (13)Bps 8.6% 8.6% 0 Bps
EBITDA 392.5 504.0 -22.1% 3434 14.3% 1,140.1 1,827.1 -37.6%
EBITDA Margin (%) 13.6% 18.7%  (511)Bps 12.3% 128 Bps 14.4% 22.0% | (763)Bps
Depreciation 166.2 138.1 20.3% 163.0 2.0% 481.2 393.3 22.3%
EBIT 226.3 365.9 -38.2% 180.4 25.4% 658.9 1,433.8 -54.0%
Other Income 15.9 20.8 -23.7% 22.1 -28.1% 52.3 46.8 11.7%
Interest Expense 108.8 105.0 3.7% 119.0 -8.6% 331.8 288.6 15.0%
Exceptional ltems, net - - - - - -

Profit Before Tax 1334 281.8 -52.7% 83.5 59.8% 379.4 1,192.0 -68.2%
Income Tax 35.6 71.8 -50.4% 25.8 38.0% 103.2 3014 -65.8%
Effective Tax Rate (%) 26.7% 25.5% 30.9% 27.2% 25.3%

Profit After Tax (PAT) 97.8 209.9 -53.4% 57.7 69.5% 276.2 890.6 -69.0%
PAT Margins (%) 3.38% 7.77% (440)Bps 2.06% 131 Bps 3.49% 10.73% (725)Bps
Diluted EPS 1.12 240 -53.4% 0.66 69.7% 3.16 10.2 -69.0%

Source: Company Data, SKP Research
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KEY CONCERNS

1. Competition from unorganised players: As mentioned earlier, that Indian paper industry is highly fragmented
with ~825 small to large mills. Any increase in the competitive intensity from unorganized segment, although
unlikely, may be detrimental for the company.

2. Scarcity of wood pulp: Availability of wood pulp is a matter of concern not only for KPL but to the whole industry
for past many years, though its availability has improved significantly, which has led to the drop in the prices of
wood chips. Of late, wood prices have started inching up led by capacity addition by industry and emerging
competition from MDF players.

3. Threat of imports from China and Indonesia: Due to ongoing geopolitical conflicts, Chinese and Indonesian
cheap imports have moved to India, dumping their capacity on to an already weak domestic market. Continued
import of these products can negatively impact profitability of Indian paper companies due to excess competition.

4. Getting environmental clearances (EC): The company has EC for paper capacity up to 540 TPD and has
applied for expansion to 675 TPD, along with pulp capacity increase from 365 TPD to 440 TPD. The approval
is still pending, and there is no assurance on the timing or outcome of the clearance. Any forward-looking
statements regarding capacity increase remain subject to regulatory approvals.

Valuation

We believe that the KPL'’s significant paper capacity expansion, set to come into full effect from Q2FY27, along with its
continued shift into speciality grades segment, will drive stronger volumes and improved realisations, while margins
remain supported by strong backward integration and favourable raw material positioning. We have valued the stock 5x
FY28E EV/EBITDA multiple, backed by rising paper demand and stabilising raw material prices, we recommend a Buy,
with an upside potential of 53%.
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Consolidated Financials:

Exhibit: Income Statement Figures in Rs Million

Exhibit: Balance Sheet Figures in Rs Million

Particulars FY25 FY26E FY27E FY28E Particulars FY25 FY26E FY27E FY28E
Total Income 11,070.4 11,021.3 14,491.3 16,352.8 Share Capital 87.3 87.3 87.3 87.3
Growth (%) -9% 0% 31% 13% Reserve & Surplus 12,039.8 12,397.7 13,356.5 14,863.0

Expenditure 8,644.5 9,384.2 11,437.8 12,650.7 Total Debt 6,536.4 9,386.4 8,286.4 6,786.4

Material Cost 3,595.5 4,007.7 4,889.8 5,383.3 Current Liabilities & Prov 758.9 867.5 983.5 1,048.4

Employee Cost 806.3 907.1 1,020.5 1,123.5 Non-Current Liability 1,705.0 1,730.7 1,730.7 1,730.7

Power & Fuel Cost 1,340.1 1,385.4 1,807.1 2,048.0 Total Liabilities 21,127.5 24,469.6 24,4444 24,515.8

Chemical Cost 1,935.4 2,144.0 2,551.2 2,808.7

Other Exp. 967.2 940.1 1,169.3 1,287.3 Net Block inc. Capital WIP 16,013.0 20,477.2 20,619.0 20,248.4

EBITDA 2,425.9 1,637.1 3,053.5 3,702.1 Capital WIP 1,552.3 500.0 - -

Depreciation 540.0 659.6 758.2 770.6 Non-Current Asset 849.7 849.7 849.7 849.7

EBIT 1,885.9 977.5 2,295.3 2,931.5 Current Assets 2,712.6 2,642.7 2,975.7 3,417.7

Other Income 60.9 61.0 61.0 61.0 Inventories 1,262.0 1,372.5 1,607.6 1,622.4

Interest Expense 393.0 554.9 706.9 602.9 Sundry Debtors 390.9 392.5 516.1 582.4

Profit Before Tax (PBT) 1,553.8 483.5 1,649.4 2,389.6 Cash & Bank Balance 214.4 32.4 6.7 367.6
Income Tax 402.0 125.7 428.9 621.3 Other Current Assets 845.3 845.3 845.3 845.3

Profit After Tax (PAT) 1,151.8 357.8 1,220.6 1,768.3 Total Assets 21,127.5 24,469.6 24,4444 24,515.8

Diluted EPS 13.2 4.1 14.0 20.3

Exhibit: Cash Flow Statement Figures in Rs Million Exhibit: Ratio Analysis

Particulars FY25 FY26E FY27E FY28E Particulars FY25 FY26E FY27E FY28E

Operating Cash flow (1) 1,769.6 1,594.5 2,443.0 3,125.6 Earning Ratios (%)

- PBT 1,553.8 483.5 1,649.4 2,389.6 EBITDA Margin (%) 21.9% 14.9% 21.1% 22.6%
- Dep 540.0 659.6 758.2 770.6 PAT Margins (%) 10.4% 3.2% 8.4% 10.8%
- Tax 323.4 100.0 428.9 621.3 ROCE (%) 10.1% 4.5% 10.6% 13.5%
- WC changes -403.0 3.6 22427 -16.2 ROE (%) 9.5% 2.9% 9.1% 11.8%
- Other 402.2 554.9 706.9 602.9 Per Share Data (INR)

Investing Cash flow (2) -3,146.0 -4,071.6 -400.0 -400.0 Diluted EPS 13.2 4.1 14.0 20.3
- Capex -3,129.5 -4,071.6 -400.0 -400.0 BVPS 139.0 143.1 154.1 1713
- Other -16.5 - - - Valuation Ratios (x)

Financing Cash flow (3) 762.9 2,295.1 -2,068.7 -2,364.7 P/E 6.9 22.1 6.5 4.5
- Share issuance - - - - Price/BVPS 0.7 0.6 0.6 0.5
- Debt changes 1,411.4 2,850.0 -1,100.0 -1,500.0 EV/Sales 13 1.6 11 0.9
- Dividends -260.4 - -261.8 -261.8 EV/EBITDA 5.9 10.5 5.3 3.9
- Others -388.1 -554.9 -706.9 -602.9 Balance Sheet Ratios

Total Cash flow (1+2+3) -613.5 -182.0 -25.7 360.9 Debt - Equity 0.5 0.8 0.6 0.5

Opening Cash Balance 827.9 214.4 324 6.7 Current Ratio 0.8 0.8 0.9 1.0

Closing Cash 214.4 324 6.7 367.6

Source: Company Data, SKP Research
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Recommendation Chart

Exhibit: Recommendation - History Table

Exhibit:

Recommendation - History Chart
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Note:

The above analysis and data are based on last available prices and not official closing rates. SKP Research is also available on
Bloomberg and Thomson First Call.

Disclaimer & Disclosures:

This document has been prepared by SKP Securities Limited [hereinafter referred to as SKP/the Company. SKP offers Stock
Broking, Depository Services, Merchant Banking and Portfolio Management Services and is regulated by Securities and Exchange
Board of India (SEBI). It also distributes investment products/services like Mutual Funds, Alternative Investment Funds, Bonds,
IPOs, etc., renders corporate advisory services and invests its own funds in securities and investment products. SKP is registered
with SEBI as Research Analyst under SEBI (Research Analyst) Regulations, 2014, as amended, having SEBI Registration number as
INH300002902 and BSE Enlistment no - 5177.

The following disclosures are being made in Compliance with the SEBI Research Analyst Regulations, 2014 and amendments thereof
(hereinafter referred to as the “Regulations”)

1. No material disciplinary actions impacting Research Analysis has been taken against SKP by any regulatory authority as on the
date of publication of this report.

2. SKP and associates may from time to time solicit from or perform investment banking or other services for companies covered
in its research report. Hence, the recipient of this report shall be aware that SKP Securities may have a conflict of interest
that may affect the objectivity of this report. Investors should not consider this report as the only factor in making their
investment decision.

3. SKP and/or its associate and/or Research Analyst(s) and/or relatives may have financial interest or any other material conflict
of interest in the company(ies)/ entities covered in this report. Please read this in conjunction with other disclosures herein.

4. An Al tool may have been used in the compilation or collation of publicly available or internally generated research data during
the information-gathering process and/or in the summarization of the final report.

5. SKP and/or its associate and/or the Research Analyst or relatives or family members of the Research Analyst may have
actual/beneficial ownership exceeding 1% or more of the securities of the company (ies) covered in this report as of the end
of the month immediately preceding the date of publication of the research report.

6. SKP or its associates have not received any compensation or any other benefits from the subject company or third party in
connection with this research report in the past twelve-month period ending on the last day of the month preceding the date
of publication of this research report.

7. SKP along with its affiliates or its Research Analysts have not received any compensation for investment banking and merchant banking
services, have not managed or co-managed public offering of securities and have not been engaged in market making activity of the
subject company in the past twelve months preceding the date of distribution of the research report.

8. SKP or its associates may have received compensation for products or services other than Investment banking or Merchant banking.

9. The other disclosures/terms and conditions on which this research report is being published are as under:

i. Thisdocument is made for the sole use of clients or prospective clients of SKP who are/proposed to be registered in India.
This document is not for sale to general public.

ii. This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or securities
mentioned in this report or as an official confirmation of any transaction. This document does not intend to provide any
financial advice to buy/sell securities mentioned in this report.

ii. The information contained in this document has no regard to the specific investment objectives, financial situation or
particular needs of any specific recipient. This document is prepared for assistance only and is not intended to be and must
not alone be taken as the basis for an investment decision.

iv. Theinvestment discussed or views expressed in the document may not be suitable for allinvestors. Investors should make
their own investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities
of companies referred to in this document (including the merits and risks involved) and investment decisions based upon
their own financial objectives and financial resources.

v. The intent of this document is not recommendatory in nature.

vi. SKP has not independently verified all the information given in this document. Accordingly, no representation or
warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions
contained in this document.

vii. The Research Analyst and SKP have not been engaged in market making activity for the company covered in the Research
report.

viii. The information contained herein is from publicly available data or made by thorough analysis done by SKP’s Research
Analysts The views expressed are those of Analysts and the Company may or may not subscribe to all the views
expressed therein.

ix. While SKP would endeavour to update the information herein on reasonable basis, the opinions and information in this
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report are subject to change without prior notice and prior approval. SKP, it’s directors, associates and Research Analysts
are under no obligation to update or keep the information current.

x. Subject to the disclosures made herein above, SKP, its associates, their directors and the Research Analysts or their relatives
may from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the
securities mentioned in this document. They may perform or seek to perform investment banking or other services for,
or solicit investment banking or other business from, any company referred to in this report. Each of these Division /
entities functions as a separate, distinct entity, independent of each other. The recipient shall take this into account
before interpreting the document.

xi. This material is being produced by SKP solely for information purposes and for the use of the recipient. It is not to be re-
produced, re-distributed or passed on directly or indirectly to any other person or published copied in whole or part for
any purpose and the same shall be void where prohibited.

xii. In no circumstances SKP, any of its directors, employees or any of its associates or any third party involved in, or related
to, computing or compiling the information have any liability for any damages of any kind including but not limited to
any direct or consequential loss or damage, however arising, from the use of this document.

Associates of SKP issue other reports that are inconsistent with and reach different conclusions from, the information presented in this report.
This report is not directed 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, regulation or which would subject SKP and its associates to any registration or licensing requirement within such jurisdiction.
The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons
in whose possession this document may come are required to inform themselves of, and to observe, such applicable restrictions.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.

The analyst certifies that all views expressed in this research report accurately reflect his/her personal views about any and all of
the subject issuer(s) or securities.

ANALYST DISCLOSURES

The analyst(s) declares that neither he/she or his/her relatives have a Beneficial or Actual ownership of > 1% of equity of Subject
Company/ companies; The analyst(s) declares that he/she has no material conflict of interest with the Subject Company/
companies of this report; The research analyst (or analysts) certifies that the views expressed in the research report accurately
reflect such research analyst's personal views about the subject securities and issuers; The research analyst (or analysts) certifies
that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations or views
contained in the research report; The research analyst declares that he has not served as an officer, director or employee of the
subject company. Analyst ownership of stock - No

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any
assurance of returns to investors.

Rating System (expected returns over 12 month period): Buy - > 18%; Accumulate: 8% - 17%; Neutral: < 7%

Details of Compliance and Grievance Officer:

Name: Gaurav Agarwal Email: gaurav.agarwal@skpsecurities.com Phone: (033) 6677-7029

SKP Securities Ltd | CIN: L74140WB1990PLC049032
Registered Office: 1702-03 BioWonder, 789 Anandapur, E.M. Bypass, Kolkata 700 107
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