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Lockdown to mar near-term prospects; structural drivers intact

We expect the ongoing lockdown to severely hamper demand for building Arun Baid
materials in HIFY21 with some revival only from H2. Longer credit periods research@bobcaps.in
and incentives to distributors/dealers in FY21 would erode margins and

balance sheet health in the near term, but this should normalise in FY22. We

scale back FY22 earnings estimates for our coverage companies by 8-40% and

cut target prices, but remain positive given strong balance sheet profiles - Sl,

KJC (both raised from ADD to BUY), CRS and MTLM are top picks.

Demand revival only in FY22: The Covid-19 lockdown will materially dent RECOMMENDATION SNAPSHOT
earnings for our building material coverage, implying a dull H1FY21. We expect Ticker Price Target Rating
demand recovery only from H2FY21 assuming the coronavirus is under control KICIN 366 425 BUY
by Q1FY21. Lack of skilled and unskilled labour who have migrated en masse to SOMCIN 101 165 BUY

. . CRS IN 2191 2550 BUY
their hometowns is an added concern. Though FY22 should be a better year, oI I 1 3’49 o SELL
growth will be slower due to the lingering impact of Covid-19. We cut revenue for ’ ’

MTLM IN 97 145 BUY
coverage stocks by 18-30% for FY21and 9-21% for FY22 (Fig 2). Given a likely CPBIIN . 55 BUY
shakeout in the informal sector, organised players should benefit in the long run. ASTRA IN 970 925 REDUCE

FNXP IN 374 545  BUY
Near-term impact on margins and working capital: With dealers/distributors

SIIN 894 1,030 BUY
facing earnings disruptions, we believe large building material companies will GREENP IN 2 46 BUY

support their channel partners by way of added credit and incentives in FY21. Price & Target in Rupees
Consequently, margins and balance sheets will be stretched while slow sales will

lead to negative operating leverage for the year. We thus cut earnings estimates

for our coverage companies by 17-69% in FY21 and 8-40% in FY22 (Fig 4).

As most coverage stocks have strong balance sheets and cash flows, they will

weather the near-term headwinds. We expect a return to near normalcy in FY22.

Target prices cut; ratings broadly maintained: Based on our revised estimates,
we cut Mar’21 target prices for our coverage stocks by 8-52%. Despite near-
term challenges due to Covid-19, we believe the long-term structural story for
the building material sector remains intact. We continue to like companies that
have strong brands, wide distribution and sound balance sheets — Supreme
Industries (SD), Kajaria Ceramics (KJC), Cera Sanitaryware (CRS) and
Greenply Industries (MTLM) are our preferred picks. We upgrade Sl and KJC
to BUY from ADD given upside potential. Ratings for the rest of our coverage

remain unchanged given the recent stock price correction.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures, including any required research certifications, are provided at the end of this report. A
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FIG1- REVISED TARGET PRICES AND RATINGS
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Target price Rating
Company (Rs) old N — New Rationale
GC IN 615 425 | ApD BUY Earnings cut. Muliple revised to 26x (earlier 28x) due to lower growth and

return ratios
SOMC IN 345 165 | BUY BUY Earnings cut. Multiple revised to 12x (earlier 15x) due to lower growth and
return ratios

CRSIN 2,775 2,550 | BUY BUY Earnings cut
PIDIIN 1,325 110 | SELL SELL Earnings cut
MTLM IN 205 145 | BUY BUY Earnings cut
CPBIIN 220 155 | BUY BUY Earnings cut
ASTRAIN 1,195 925 | REDUCE  REDUCE | Earnings cut
FNXPIN 640 545 | BUY BUY Earnings cut
SHIN 1,385 1,030 | ADD BUY Earnings cut
GREENPIN 64 46 | BUY BUY Earnings cut
Source: BOBCAPS Research
FIG 2 - REVISED REVENUE ESTIMATES
Company (Rs mn) old New Change (%)

FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
KJC IN 29,707 32780 36,573 29,015 24,838 30,464 (2.3) (24.2) (16.7)
SOMCIN 18,022 19,847 21,989 17,309 15,164 18,036 4.0 (23.6) (18.0)
CRSIN 13,179 13,803 15,229 12,790 11,374 13,931 (3.0 (17.6) (8.5
PIDIIN 75,826 87,040 99,434 75,415 64,686 82,580 (0.5 (25.7) (16.9)
MTLM IN 14,764 16,417 18,080 14,142 12,672 14,916 4.2 (22.8) (7.5
CPBIIN 23,861 26,140 28,658 23,270 19,729 24,197 (2.5 (245 (15.6)
ASTRAIN 29,005 33,921 39,561 28,196 24,430 32,705 @28 (28.0) (17.3)
FNXPIN 32,859 35,633 38,856 31,038 25,867 30,604 (5.5 27.4) (21.2)
SIIN 58,192 65,583 74,07 56,289 45,691 59,647 (33 (30.3) (195
GREENPIN 8,447 9,884 11,225 8,362 7,764 10,196 (1.0 (21.5) ©2
Source: BOBCAPS Research
FIG 3 - REVISED EBITDA ESTIMATES
Company (Rs mn) old New Change (%)

FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
KJC IN 4,453 5,091 5,826 4263 3,398 4,685 (4.3) (33.3) (19.6)
SOMC IN 1847 2,064 2,298 1774 1372 1,804 4.0) (33.5) (21.5)
CRSIN 1,779 1,863 2,102 1,727 1,536 1,922 3.0) (17.6) (8.5)
PIDIIN 16,757 19,497 22,373 16,441 13,196 18,9M (1.9 (32.3) (15.5)
MTLM IN 1,747 1,987 2,208 1,652 1,433 1,775 5.4 (27.9) (19.6)
CPBIIN 3,544 4,048 4,492 3,225 2,395 3,414 ©.0) (40.8) (24.0)
ASTRAIN 4,919 5,816 6,828 4743 3,710 5,505 (3.6) (36.2) 19.4)
FNXPIN 5,067 5,337 5,724 4,887 4,369 4,705 (3.6 (18.2) (17.8)
SIN 8,129 9,365 10,662 7,517 5915 8,360 (7.9 (36.8) (21.6)
GREENPIN 1,279 1,558 1,823 1,282 1,182 1,619 0.2 (241 m2
Source: BOBCAPS Research
EQUITY RESEARCH 2 13 April 2020
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FIG 4 - REVISED EPS ESTIMATES
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Compny (9 old New Change (%)

FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
KICIN 16.1 19.0 21 153 10.7 162 (5.0) 43.6) 26.6)
SOMCIN 147 191 232 133 72 139 ©.9) 62.3) 40.0)
CRSIN 87.2 931 106.6 839 73.0 979 3.8) 21.6) 82)
PIDIIN 249 285 330 244 192 277 19 326) 16.2)
MTLM IN 81 9.9 1.4 75 59 8.2 a7 40.2) 28.3)
CPBIIN 81 08 1.0 71 44 77 12.6) (55.2) 29.9)
ASTRA IN 186 237 287 177 13.4 21 4.4 43.8) 22.8)
FNXP IN 287 30.1 325 275 251 27.4 39 16.5) (159)
SIIN 372 439 51.0 335 29 380 (10.0) 47.9) 25.4)
GREENPIN 13 31 49 08 10 35 41.6) 68.8) 27.9)
Source: BOBCAPS Research
FIG 5 - VALUATION SUMMARY

PIE () EV/EBITDA (x) ROE (%)

Company (Re) Price Torget Upside  Rating FY21E FY22E FY21E FY22E FY22E
KICIN 366 425 16 BUY 34.2 26 159 17 131
SOMCIN 101 165 63 BUY 141 73 53 37 83
CRSIN 2191 2,550 16 BUY 300 24 167 131 139
PIDIIN 1349 1110 18)  SELL 703 488 515 36.0 244
MTLM IN 97 145 49 BUY 163 19 9.4 74 20.1
CPBIIN 13 155 37 BUY 257 147 13 8.4 135
ASTRA IN 970 925 (5)  REDUCE 726 439 391 261 1838
FNXP IN 374 545 46 BUY 149 137 9.2 86 17
SIIN 894 1,030 5 BUY 391 235 19.3 135 182
GREENPIN 29 46 59 BUY 2038 82 67 44 63
Source: BOBCAPS Research
EQUITY RESEARCH 3 13 April 2020
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FIG 8 - CERA SANITARYWARE
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FIG 11 - CENTURY PLYBOARDS
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FIG 10 - GREENPLY INDUSTRIES
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FIG 9 - PIDILITE INDUSTRIES
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FIG 14 - SUPREME INDUSTRIES

(Rs)

FIG 13 - FINOLEX INDUSTRIES

FIG 12 - ASTRAL POLY TECHNIK
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Disclaimer

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)

Rating distribution

As of 31 March 2020, out of 91 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 54 have BUY ratings, 20 have ADD ratings, 7 are
rated REDUCE, 9 are rated SELL and 1is UNDER REVIEW. 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 2020. 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
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.
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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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