SECTOR UPDATE

BUILDING MATERIALS - Q4FY21 Preview

Expect strong growth off a tepid base

We expect our building material coverage to report robust YoY growth in
Q4FY21 aided by a lockdown-hit base quarter and demand revival. Tile players
are likely to clock a strong uptick in volumes due to demand pickup, pipe
companies should see robust revenue led by higher realisations, and MDF
players look set for sustained volume-led growth. We forecast margin expansion

across the board arising from volume (MDF, plywood, tiles, sanitaryware) and

inventory (pipes) gains. GREENP, SOMC, GIL and CRS are our preferred picks.
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Tiles & Sanitaryware — strong growth trajectory: Sale trends in the tiles and
sanitaryware business have improved with continued demand momentum from
tier-2 towns. We expect Kajaria Ceramics (KJC) and Somany Ceramics (SOMC)
to post robust revenue growth due to a low base and increased volumes from a
revival in housing demand. Cera Sanitaryware (CRS) is likely to witness strong
growth aided by ramp-up in the sanitaryware production facility following
resolution of labour issues in Q3. Operating margins are projected to improve

for all players under coverage aided by cost control and operating leverage.

Plywood — demand revival; MDF - robust growth YoY: We expect plywood
sales to grow handsomely YoY for Century Plyboards (CPBI) and Greenply
Industries (GIL) due to demand pickup from metros coupled with continued
offtake from semi-urban areas. Plywood margins for both companies are
forecast to improve due to operating leverage and price hikes. In MDF, we
project revenue growth of 58% YoY (12% QoQ) for Greenpanel Industries
(GREENP) and 42% YoY (3% QoQ) for CPBI due to better capacity

utilisation and price hikes. Both players should also deliver higher MDF margins.

Pipes & Adhesives — YoY uptick: Demand from the housing sector has held
strong in the quarter but higher PVC prices have dented agriculture sector
consumptions. We expect higher PVC resin prices (~80% YoY) to aid revenue
growth in the pipe segment. Operating margins are forecast to expand for all
players under our coverage — Supreme Industries (SD), Astral Poly (ASTRA)
and Finolex Industries (FNXP) — due to operating leverage and inventory gains
on account of rising PVC resin prices. In adhesives, we anticipate strong topline

growth for Pidilite Industries (PIDI) and ASTRA aided by a tepid base YoY and

pent-up demand, along with margin expansion.
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RECOMMENDATION SNAPSHOT

Ticker Price  Target Rating
ASTRAIN 1,597 1,076 SELL
CPBIIN 3N 310 ADD
CRSIN 3,834 3,900 BUY
FNXPIN 701 675 ADD
GREENPIN 196 235 BUY
KICIN 959 780  REDUCE
MTLM IN 190 195 BUY
PIDIIN 1920 1,365 SELL
SIIN 1,994 1,605 SELL
SOMC IN 454 490 BUY

Price & Target in Rupees | Price as of 9 Apr 2021
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FIG1- BOBCAPS BUILDING MATERIAL UNIVERSE - Q4FY21 ESTIMATES

(Rs mn) Q4FY21E Q4FY20A Q3FY21A YoY (%) QoQ (%) Comments
Kajaria Ceramics = Volumes expected to rise 26% YoY (+2% QoQ) in the tiles
Sales 8,523 6,520 8,383 307 17 segmentduetoatepid base

= EBITDA margin to improve backed by operating leverage and
EBITDA 1,634 934 1,818 75.0 (10.1

better cost management

PAT 990 496 1,189 99.6 (16.8) = PAT growth YoY aided by better operating performance
Somany Ceramics = Sales growth of 43% YoY to be spurred by estimated tile volume
Sales 5.084 3561 4925 428 32 increase of 41% YoY (+6% QoQ) due to a favourable base

= Operating leverage to enable margin expansion
EBITDA 265 139 633 308.0 . ., Strong PAT growth projected due to increase in revenue and
PAT 272 (93) 282 NA (3.8) margins
Cera Sanitaryware _ _ )

= Sanitaryware to lead growth along with faucets post resolution of
Sales 4175 2,978 3,158 40.2 322 production issues
EBITDA 605 423 432 431 403 = Better product mix to drive operating margin expansion
PAT 387 372 299 40 295 = PAT growth impacted due to lower tax incidence YoY
Pidilite Industries } }

= CBP revenues estimated to increase 38% YoY due to low base
Sales 21,280 15,447 22,990 378 (74) = EBITDA margin to expand due to operating leverage despite RM
EBITDA 4,614 3,009 6,408 533 (28.0) cost pressure
PAT 3,056 1905 408 604 (30.8) = PAT growth to be strong at 60% YoY
Greenply Industries } }

= India business expected to report strong growth whereas Gabon
Sales 3,964 3,447 3,404 15.0 16.5 subsidiary could decline due to logistic issues
EBITDA 486 299 417 62.7 16.5 = EBIDTA margin to improve due to operating leverage
PAT 290 3 550 1565 158 = Expect strong PAT growth off tepid base YoY
Century Plyboards = All segments forecast to witness growth due to weak base and
Sales 6,768 5,242 6,544 291 34 demand pickup

= Operating margin to improve owing to better profitability in MDF
EBITDA 1,262 701 1,218 80.1 3.6 and plywood segments
PAT 817 388 777 105 51 = PAT growth likely to replicate strong operational performance
Astral Poly Technik = Revenue growth boosted by higher PVC prices YoY. Both pipes
Sales 10504 6289 8975 670 70 and adhesive segment headed for strong growth

: : = Better profitability in adhesive segment and inventory gains in pipe

EBITDA 2,032 1126 1,920 80.5 58 segment to aid operating margins
PAT 1,292 655 1,222 973 5.8 = PAT growth boosted by strong operational performance
Finolex Industries
Sales 13,280 7,661 10,669 733 ous " Higher PVC prices YoY to augment revenue growth

= Operating margin to increase on the back of inventory gains
EBITDA 3,028 1,041 3,467 191.0 az7n . Expect strong PAT uptick YoY spurred by EBITDA growth
PAT 2,175 557 2,559 2904 (15.0)
Supreme Industries )

* Increased PVC prices to bolster revenue growth YoY
Sales 20,338 14,305 18,438 422 103 = Inventory gains and tighter control on cost would likely elevate
EBITDA 4153 2,734 4,016 519 34 operating margin
PAT 2674 1103 2595 124 3.0 = PAT growth to be backed by stronger operating performance
Greenpanel Industries = Strong MDF growth to boost revenue
Sales 3520 2378 3169 480 - Operating margin to expand due to higher capacity utilisation in

MDF segment

EBITDA 792 496 697 59.8 137« paT growth YoY likely to lag operational performance owing to
PAT 441 388 378 13.8 16.7 lower tax in the year-ago quarter
Source: BOBCAPS Research
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Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

ADD - Expected return from >+5% to +15%

REDUCE - Expected return from -5% to +5%

SELL - Expected return <-5%
Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in

line with the recommendation scale as shown above.

Rating distribution

As of 31 March 2021, out of 88 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 42 have BUY ratings, 13 have ADD ratings, 5 are
rated REDUCE and 28 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the
subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPSs activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHOO0000040 valid till
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZO00159332 dated
20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory

board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the
opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Obpinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in

this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or
“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose

of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
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in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of

the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the

Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of

publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on

any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.

The research analyst(s) has not served as an officer, director or employee of the subject company.

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more

securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject

company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect
of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or
specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or

brokerage services from the subject company in the past 12 months.
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