INDUSTRY BENCHMARK EXAMPLES

1. Gross Profit Margin

o Definition: The percentage of revenue remaining after subtracting the cost of goods sold
(COGS).

e Relevance: Indicates production efficiency and cost control. Higher gross profit margins
suggest better management of raw material costs and production expenses.

o Benchmark Example: Industry averages for gross profit margins can vary, but a typical targetin
manufacturing, including packaging, is around 20-30%.

2. EBITDA Margin (Earnings Before Interest, Taxes, Depreciation, and Amortization)
o Definition: Measures operational profitability as a percentage of revenue.

e Relevance: A key metric to understand core operational efficiency without the effects of
financing and accounting decisions.

e Benchmark Example: For corrugated packaging, an EBITDA margin between 10-15% is often
seen as healthy.

3. Inventory Turnover Ratio
o Definition: The number of times inventory is sold and replaced over a period.

e Relevance: High turnover indicates efficient inventory management and demand alignment;
low turnover can suggest overstocking or slow-moving products.

e Benchmark Example: An inventory turnover ratio of 6-10 times per year is common in the
packaging industry, depending on production cycles and demand patterns.

4. MSF per Labor Hour (Thousand Square Feet per Labor Hour)

o Definition: Measures productivity by showing how much corrugated material (in thousand
square feet) is produced per labor hour.

o Relevance: Tracks efficiency in labor utilization, crucialin a labor-intensive production
environment.

o Benchmark Example: Industry-specific targets can vary, but productivity improvements over
time should trend upward.

5. Days Sales Outstanding (DSO)
o Definition: Average number of days it takes to collect payment after a sale.

e Relevance: Lower DSO indicates efficient collection processes and faster cash flow; higher
DSO can indicate collection issues.

e Benchmark Example: A DSO under 45 days is generally desirable in the corrugated packaging
sector, but targets may vary based on customer agreements.
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6. Days Payable Outstanding (DPO)
o Definition: Average number of days a company takes to pay its suppliers.

o Relevance: Efficient DPO helps balance cash flow, taking advantage of supplier credit terms
without straining relationships.

e Benchmark Example: DPO in the industry may vary but is typically in the range of 30-60 days,
depending on supplier agreements.

7. Return on Assets (ROA)

o Definition: Net income as a percentage of total assets, indicating how efficiently a company
uses its assets to generate profit.

o Relevance: Higher ROA means better asset utilization, which is key for capital-intensive
industries like corrugated packaging.

e Benchmark Example: ROA of 5-10% is often seen as strong in manufacturing sectors.
8. Capital Expenditure (CapEx) as a Percentage of Sales

o Definition: Tracks the portion of revenue reinvested into capital assets like machinery, facilities,
and technology.

e Relevance: High CapEx relative to sales could indicate growth investments, while lower ratios
may signal a more mature operational focus.

o Benchmark Example: For packaging manufacturers, CapEx around 3-5% of sales may be
typical, depending on growth stage and investment cycles.

9. Waste Percentage (Scrap Rate)
o Definition: The percentage of materials lost as waste during production.

o Relevance: Waste reduction is crucial for cost savings and sustainability in corrugated
manufacturing.

o Benchmark Example: A waste percentage under 5% is generally considered good, although
best-in-class companies may target even lower rates.

10. Cash Conversion Cycle (CCC)

o Definition: Measures the time taken to convert inventory investments into cash from sales,
calculated as DSO + Days Inventory Outstanding (DIO) - DPO.

e Relevance: A shorter CCC indicates better cash flow management, enabling the company to
fund operations more efficiently.

e Benchmark Example: A CCC under 60 days is typically desirable in packaging, but it varies
widely depending on payment terms and inventory strategies.



