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Havells India | Target: Rs 1,500 | +19% | BUY

Short-term margin blip, better road ahead

Kajaria Ceramics | Target: Rs 1,460 | +36% | BUY

Margins healthy despite cost inflation; retain BUY

Century Plyboards | Target: Rs 735 | +27% | BUY

Impressive sequential performance

Metals & Mining

Aluminium — Read-across from Alcoa results

Daily macro indicators

SUMMARY

Havells India

= Q1 EBITDA margin hit by absence of price hikes, while falling commodity prices

hurt profitability in key cables and wires segment

= Sustained aggressive growth strategy and pursuit of market share fueling
losses at Lloyd; expect margin to normalise by Q4

=  Performance likely to improve in H2 led by cables business and Lloyd margin
stabilisation; retain BUY with unchanged TP of Rs 1,500

Click here for the full report.

Kajaria Ceramics

= Q1 revenue grew 80% YoY (-8.5% QoQ) spurred by a 15% (+2% QoQ) rise in
tile realisations and 53% (-10% QoQ) volume growth

=  EBITDA margin expanded 90bps YoY and 17bps QoQ to 15.2% despite higher
power & fuel cost (+355bps YoY, +590bps QoQ)

=  We retain BUY and our TP of Rs 1,460 given strong growth prospects and
attractive valuations

Click here for the full report.

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.

Indicator 19-Jul 20-Jul  Chg (%)
us 10y

yield (%) 3.02 3.03 1bps
India 10Y

yield (%) 7.44 745 1bps
USD/INR 79.95 79.99 0.0
Brent Crude

(US$/bbi) 107.4 106.9 (0.4)
Dow 31,827 31,875 0.2
Hang Seng 20,661 20,890 11
Sensex 54,768 55,398 1.2
India Fll Chg
(US$ mn) 18-Jul 19-Jul (§ mn)
FII-D 70.2 (51.6) (121.7)
FII-E 275 132.5 105.0

Source: Bank of Baroda Economics Research
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Century Plyboards

= Q1 revenue/PAT came in at Rs 8.8bn/Rs 0.9bn led by healthy price realisations
across segments (ex-plywood)

= EBITDA grew 137% YoY to Rs 1.5bn with 285bps margin expansion to 16.5% as
employee cost/other expenses declined 670bps/480bps

= Maintain BUY with an unchanged TP of Rs 735, valuing the stock at 35x FY24E EPS

Click here for the full report.

Metals & Mining

=  Alcoa’s aluminium commentary sets a positive tone; management continues to see
market in deficit in CY22

=  With aluminium price already dipping in the cost curve and costs starting to peak out,
ground being set for margins to bottom out

= Miss on Q2CY22 aluminium EBITDA indicates above-expected costs, while beat on
alumina suggests possibility of better realisations

Click here for the full report.
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BUY

TP: Rs 1,500 | A 19%

HAVELLS INDIA | Consumer Durables | 21 July 2022

Short-term margin blip, better road ahead

Vinod Chari | Tanay Rasal

= Q1 EBITDA margin hit by absence of price hikes, while falling _
research@bobcaps.in

commodity prices hurt profitability in key cables and wires segment

= Sustained aggressive growth strategy and pursuit of market share

fueling losses at Lloyd; expect margin to normalise by Q4

= Performance likely to improve in H2 led by cables business and Lloyd

margin stabilisation; retain BUY with unchanged TP of Rs 1,500

Demand soft: HAVL’'s Q1FY23 revenue grew 63% YoY to Rs 42bn, of which 40% Key changes

came from volume growth and 10-12% from value growth. The 3Y revenue CAGR Target Rating

for the quarter was at 9-11% in ECD, lighting and switchgears, and higher at 15%/ <> <)

19% for cables & wires (C&W)/Lloyd. HAVL stated that demand was muted as

corporates (B2B) held back, B2C business saw deferrals and commodity prices rose. Ticker/Price HAVL INRRs 1,257
Market cap US$ 9.9bn

Margins disappoint: EBITDA margin came in at 8.5% vs. 11.5% estimated primarily Free float 41%

due to (i) a softer C&W EBIT margin (7.3% vs. 11.7%/10.9% in Q4FY22/ Q1FY20) 3M ADV US$ 14.2mn

stemming from high-cost inventory, and (ii) continued losses in Lloyd (Rs 563mn vs. 52wk high/low Rs 1,504/Rs 1,037

Rs 215mn in Q4FY22). Gross margin at 28.9% was down 40bps QoQ and 680bps YoY. Promoter/FPI/DII 60%/23%/9%

Source: NSE | Price as of 21 Jul 2022

Lloyd — aggressive growth strategy at play: Management is pushing for growth at

. . i ] Key financials
Lloyd at the cost of margins, causing losses to widen. However, this has enabled the

YIE 31 Mar FY22A FY23E FY24E
company to regain market share in ACs and it now ranks among the top-3 players Total revenue (Rs mn)  1,39.385 158387 1,78,593
for HICY22. Management expects Lloyd’s EBIT margin to normalise by Q4FY23 led EBITDA (Rs mn) 17604 21073 25352
by softer raw material prices and cushioned by lower price hikes in past two quarters. Adj. net profit (Rs mn) 11,965 14,609 17,405
Adj. EPS (Rs) 191 233 278
No major price hike in Q1: Except for nominal price increases in ECD (fans and Consensus EPS (Rs) 194 231 2717
small appliances) and switchgears, HAVL did not implement major hikes in Q1FY23. Adj. ROAE (%) 214 225 230
Lloyd walked a tightrope, particularly in ACs, to avoid upsetting demand by raising Adj. PIE (x) 658 539 452
prices. It also did not effect significant hikes in ACs post the new ratings norms in July. EVIEBITDA (x) 447 314 311
Adj. EPS growth (%) 146 221 19.1
Capex plan in place: HAVL has exceeded its capacity utilisation threshold for C&W Source: Compeny. Bloormberg, BOBCAPS Rescarch
as well as ACs. Management reiterated its previous capex guidance of Stock performance
Rs 7bn-8bn for FY23, which includes Rs 3.5bn for a new AC manufacturing facility,
) ———HAVL ——— NSE Nifty (Relative)
Rs 1.5bn for C&W, and the rest for routine spends. 1480
1,270
Maintain BUY: HAVL is a comprehensive play on consumer durables, present across 1,060
all relevant categories. We believe the company is well positioned for growth and 850
profitability in H2FY23, driven by execution in the C&W business and Lloyd margin j‘;g
normalisation. We lower FY23 EPS 3% post Q1 but continue to value the stock at 53x % 9 g g g g S ; ; g m m m
3852385238523

FY24E EPS, a 10% premium to its 5Y average, for an unchanged TP of Rs 1,500. BUY.

Source: NSE
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BUY

TP: Rs 1,460 | A 36%

KAJARIA CERAMICS | Construction Materials | 21 July 2022

Margins healthy despite cost inflation; retain BUY

= Q1 revenue grew 80% YoY (-8.5% QoQ) spurred by a 15% (+2% QoQ) Ruchitaa Maheshwari
. L . . research@bobcaps.in
rise in tile realisations and 53% (-10% QoQ) volume growth

= EBITDA margin expanded 90bps YoY and 17bps QoQ to 15.2% despite
higher power & fuel cost (+355bps YoY, +590bps QoQ)

= We retain BUY and our TP of Rs 1,460 given strong growth prospects

and attractive valuations

Higher realisations and favourable base buoy topline: KJC’s Q1FY23 revenue Key changes
increased 80% YoY (-8.5% QoQ) to Rs 10bn, backed by a 15% rise in realisations Target Rating
to Rs 393/sqm. Sale volumes grew 53% YoY (-10% QoQ) to 23.3msm off a low <> <)
base. Revenue from the tiles business rose 77% YoY to Rs 9.2bn, with the
company’s own manufacturing, subsidiaries and outsourcing businesses Ticker/Price KJC IN/Rs 1,074
contributing Rs 5.4bn (+65% YoY), Rs 1.4bn (+76%) and Rs 2.4bn (+108%) Market cap US$ 2.1bn
respectively. Sanitaryware and plywood revenue climbed 117% YoY to Rs 0.9bn. Free float 53%
3M ADV US$ 2.4mn
EBITDA margin maintained at 15%: Despite higher power & fuel cost (+355bps YaY, 52wk high/low Rs 1,375/Rs 885
+590bps QoQ) — mainly high gas cost averaging Rs 55/scm — gross margin contracted Promoter/FPI/DII 48%/20%/33%
just 50bps YoY and 60bps QoQ to 25%. EBITDA margin improved 90bps YoY and Source: NSE | Price as of 21 Jul 2022
17bps QoQ to 15.2%. Key financials
YIE 31 Mar FY21A FY22E FY23E
FY23 volume growth guided at 15-20%: Management has guided for volume Total revenue (Rs mn) 27800 37052 43635
growth of 15-20% in FY23 and +15% in FY24 led by improving demand from tier-2- EBITDA (Rs mn) 5088 6107 7643
and-below cities and rising exports from Morbi. However, KJC avoided giving any Adj. net profit (Rs mn) 3,081 3,770 4,710
outlook on margins as gas prices are at a peak and supply is erratic. Adj. EPS (Rs) 194 237 296
Consensus EPS (Rs) 194 23.7 31.8
85% of Morbi capacity to close for a month, benefitting organised players: The Adj. ROAE (%) 172 189 216
Morbi ceramic cluster intends to shut down capacity from 10 Aug to 10 Sep 2022 Adj. PIE (x) 554 463 362
(and halt dispatches till mid-Sep) so as to dispose of old inventory and earn better EVIEBITDA (x) 383 216 219
Adj. EPS growth (%) 206 224 249

realisations going forward. KJC believes that 85% of Morbi capacity will be closed —

.. . . . . Source: Company, Bloomberg, BOBCAPS Research
a positive for organised players. Further, the KIC-Morbi JV will be fully functional

though outsourcing from Morbi will be at only 70% functional. Stock performance
———KJC —— NSE Nifty (Relative)
Long-term value play; retain BUY: We believe that KJC has long-term structural 1,380
growth drivers from improving real estate demand in tier-2-and-below towns, domestic 1,160
market share gains from Morbi and an increasing focus on exports. The stock is 940
trading at an FY24E P/E of 29.4x vs. its 5Y median of 40.4x, which is reasonable 720
given increasing volumes and healthy return ratios. We continue to value the stock ;gg | s . o
at 40x FY24E EPS and retain our TP of Rs 1,460 with a BUY rating given strong °::’ % § 83 § § § Ea § § g i §
So0o8<>08S<>0S8<™>

growth prospects and attractive valuations.

Source: NSE
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BUY

TP: Rs 735 | A27%

CENTURY PLYBOARDS | Construction Materials | 21 July 2022

Impressive sequential performance

Ruchitaa Maheshwari

= Qlrevenue/PAT came in at Rs 8.8bn/Rs 0.9bn led by healthy price
research@bobcaps.in

realisations across segments (ex-plywood)

= EBITDA grew 137% YoY to Rs 1.5bn with 285bps margin expansion to
16.5% as employee cost/other expenses declined 670bps/480bps

= Maintain BUY with an unchanged TP of Rs 735, valuing the stock at 35x

FY24E EPS

Strong demand and favourable base spur growth: Despite weak seasonality, Key changes

CPBI reported standalone Q1FY23 revenue growth of 96% YoY to Rs 8.8bn, aided Target Rating

by a low base due to Covid. In addition, despite Q4 being the strongest quarter, the <> <)

company reported only a marginal sequential decline in revenue by 1.5% QoQ,

pointing to the inherent strength in demand. Volumes in the plywood/particle board Ticker/Price CPBI IN/Rs 580

segments grew 0.8%/5% QoQ while MDF/laminates declined 5.9%/6.1%. Market cap US$ 1.6bn

Realisations increased 1.5% QoQ in MDF, 4% in particle boards and 1.4% in Free float 2%

laminates, whereas plywood saw a ~1% decline. 3MADV US$ 1.1mn
52wk high/low Rs 749/Rs 342

MDF continues to perform well: MDF EBITDA margin expanded 215bps YoY to Promoter/FPI/DII 73%I7%120%

35% backed by higher capacity utilisation and price hike benefits. Management Source: NSE | Price as of 21 Jul 2022

expects stronger demand traction ahead due to (a) greater acceptance of MDF in Key financials

the domestic market, and (b) lower imports owing to improved demand in respective Y/E 31 Mar FY22A FY23E FY24E
geographies and higher shipping costs. As per management, work on its Total revenue (Rs mn) 30270 35677 41343
350cbm/day MDF expansion at the existing Hoshiarpur unit is in full swing and EBITDA (Rs mn) 5308 6,407 7420
commissioning is likely by October-end. The MDF project in Andhra Pradesh is on Adj. net profit (Rs mn) 3,148 4,012 4,675
track to come online in H2FY24 with a capacity of 950cbm/day at a capex of Rs 6bn. Adj. EPS (Rs) 142 181 210

Consensus EPS (Rs) 142 17.0 214
Well placed to benefit from sustainable demand: We expect CPBI’s growth Adj. ROAE (%) 23 230 27
momentum to sustain over the near-to-medium term supported by (a) double-digit Ad;. PIE () 409 324 218
growth in plywood and laminates given a pickup in the housing sector alongside a EVIEBITDA (x) 245 201 174

Adj. EPS growth (%) 577 215 165

gradual demand shift from unorganised to organised players, and (b) double-digit
Source: Company, Bloomberg, BOBCAPS Research

growth and sustainable margins in MDF and particle boards amid buoyant demand

for readymade furniture and exports. Overall, we believe the company’s EBITDA Stock performance
margin will expand backed by a higher MDF contribution, superior product mix, ———CPBI —— NSE Nifty (Relative)
operating leverage and cost rationalisation. 730
600
Valuations reasonable, BUY: CPBI is trading at 27.6x FY24E EPS compared to its 410
5Y median of 34.1x. We find valuations attractive and retain our BUY rating with a ;12
TP at Rs 735, set at an unchanged 35x FY24E P/E multiple. In our view, CPBI's 80 = et i i .
long-term growth story remains intact given its strong fundamentals, impressive 23588§83%5§8¢88
So8S<>0S8S<>20S8<>

return ratios and healthy balance sheet.

Source: NSE
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METALS & MINING 21 July 2022

Aluminium: Read-across from Alcoa results

Kirtan Mehta, CFA

= Alcoa’s aluminium commentary sets a positive tone; management _
research@bobcaps.in

continues to see market in deficit in CY22

= With aluminium price already dipping in the cost curve and costs

starting to peak out, ground being set for margins to bottom out

= Miss on Q2CY22 aluminium EBITDA indicates above-expected costs,

while beat on alumina suggests possibility of better realisations

Aluminium market commentary positive: Despite economic uncertainty, Alcoa still
expects positive demand growth and global deficit in the aluminium market in CY22.
The company continues to have a full order book and is seeing strong premiums
with healthy demand for value-added products. Its stock was up 3% in post-market
trades, reflecting the positive commentary.

Aluminium price has already dipped in cost curve: Alcoa highlighted the support to
aluminium price from the cost curve. While 10-20% of global smelters are underwater
at the June-price level, half of the Chinese smelters are lossmaking at July prices.

Near-term prices volatile: While the impact of China stimulus and near-term
economic growth are key demand uncertainties, exports from Russia and further
energy-driven curtailments hold the key on the supply-side. In terms of supply,
Russian aluminium production has continued to surpass expectations, indicating that
the country is managing adequate imports of alumina.

Q2 aluminium miss vs. alumina beat: Alcoa’s adj. EBITDA fell 15% QoQ primarily
on lower metal prices in late-Q2CY22 and higher costs for raw materials, energy and
production. While company EBITDA was in line, aluminium EBITDA missed consensus
by 6% on higher costs whereas alumina was 8% ahead on better realisations.

Q3 guided to see further decline in EBITDA: Alcoa guides for a further sequential
decline in EBITDA as higher costs of energy and raw materials in the aluminium and
alumina segments will be only partially offset by an increase in shipments. Indian
smelters may face a higher decline than Alcoa owing to higher linkages to coal.

Cost peak-out could lead to margin bottoming out: Management sees signs of
costs peaking out, with a reduction in cost of alumina from Q3, caustic soda over
Q2-Q3, and petroleum coke and pitch over Q3-Q4.

Structural story intact: Alcoa demonstrated its confidence in the cycle by
announcing another US$ 500mn share buyback on top of US$ 350mn in H1CY22.

EQUITY RESEARCH A
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Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months

BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

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 30 June 2022, out of 118 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 73 have BUY ratings, 23 have HOLD ratings, 5 are
rated ADD*, 1 is rated REDUCE* and 16 are rated SELL. Of these, 2 companies rated BUY and 1 rated ADD have been investment banking clients in the last 12
months. (*Our ADD and REDUCE ratings are in the process of being migrated to the new recommendation structure.)

Analyst certification

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed
in this 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.

Important disclosures

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company-specific
disclosures, please click on the hyperlink accompanying each excerpt.

General disclaimers

BOBCAPS is engaged in the business of 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.

BOBCAPS’s 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.: INH000000040 valid till
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20
November 2017. BOBCAPS CIN Number: U65999MH1996G0I1098009.

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.
Opinions 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 orimmediately 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.

Other disclosures

BOBCAPS does not have any financial interest in the subject company. BOBCAPS does 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.

BOBCAPS is not engaged in any market making activities for 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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