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MANAGEMENT MEET | Sector: Building Materials

Carysil Ltd

Demand to improve from hereon, maintain
BUY!

We interacted with Mr. Anand Sharma- CFO of CARYSIL Ltd to understand the recent
demand trends and business developments. Following are the Key Highlights from the
same:
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Demand has started to improve with big box retailers rationalizing their inventory.
Though demand from new homes is under pressure due to inflationary scenario in
overseas markets, replacement demand has been the key driver. In developed
nations viz. USA, UK Quartz sinks constitutes ~15-20% of total kitchen sinks.

Globally 4-companies manufacture Quartz sinks via “German Technology”, out of
which 2 of them sell in their own brand and other 2 are into white-labelling.
CARYSIL’s current cost of production is ~30-40% cheaper as compared to other
3-manufacturers, this is enabling company to on-board new customers & expand
their market share.

The 200,000 Quartz sink expansion that company deferred in FY23, will be
reconsidered by end of FY24 depending on the demand scenario. However,
management is confident that the said capacity will be ready in 3-4months from
zero date.

Carysil Ltd is having a strong pipe-line of new customers, wherein company is in
advance talks & could finalize the contracts in coming quarters.

In domestic markets, awareness for Quartz sinks is very nascent. There are other
companies selling Quartz sinks, however the dealer/market feedback about their
quality are discouraging. Quality issues such as color fading, early chipping &
development of cracks have been regular complaints. Management foresees,
higher competition in domestic market will create better awareness about the
product & due to better quality and brand-recall, Carysil should benefit from the
same.

Carysil Ltd is focusing on expanding their presence in domestic markets, company
has increased its dealer network from ~1,500 to ~3,200 & opened ~85 galleries as
display centers. Management stated that budgeted spends for Sales & distribution
will be ~10% of domestic sales.

Stainless steel sink’s expanded capacity of 90,000sinks is now operational. ~30%
of stainless steel sinks is exported & the same is likely to expand to 50% with on-
boarding of new customers & adding new geographies.

For stainless steel sink, Carysil Ltd is focused on Quadro & PVD sinks which forms
~50% of this biz. The price range of these products are ~20% & 40% higher as
compared to base products.

In appliance biz, Chimneys & Hobs constitute ~60% of this division’s sale which is
currently on outsourced model. However, with investment of ~Rs100 Mn each in
phase | & Il wherein 1 lakh units in each phase will be added. Company plans to
manufacture these products in-house which will enable them to have better
control over quality & give them the flexibility to introduce new designs & high-
tech products. In year-1 company aims to reach Rs600-700Mn turnover & by year-
2 the same should grow to Rs1Bn+. Carysil Ltd has entered into technical
collaboration to introduce new age products in the segment.
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= |n faucets, company currently has capacity of 10,000units which they plan to expand to
100,000 units in future. The acquisition of TAP FACTORY is to introduce the technology that
acquired company possesses in Indian markets. Management stated that these faucets will
be a good extension to their Kitchen sink business.

=  Management reiterated their revenue guidance of Rs10Bn by FY25 with EBITDA margins of
20%. In order to achieve the revenue target, company will look for inorganic growth.
However, management is focused on maintaining their Debt/EBITDA below 2.5x & D/E
below 1x.

=  Company'’s total debt is Rs2.2Bn including the working capital debt of Rs1Bn, the average
cost of debt is ~7-7.5%.

Our View:

CARYSIL Ltd has witnessed multiple headwinds in past 4-quarters due to recessionary trends in
global markets impacting overall demand. However, with inventory-levels normalizing at
customer end & replacement demand regaining traction, we expect CARYSIL's performance to
improve from hereon. Moreover, with on-boarding of new customers the Quartz sink (52% of
revenue) segment will witness healthy growth. Management aims to sell 600,000 Quartz sinks in
FY24 (Q1FY24 sales was 104,000 units). The incremental 90,000units capacity of stainless steel
sink (13% of revenue) has also commenced operations, we reckon this will further boost
company’s revenue as orders from export markets are picking-up for this product. Appliance
segment (11% of revenue) will improve meaningfully post on-going capacity expansion; hence we
expect higher growth for this segment from FY25E. Overall we expect company’s Revenue to
grow by 22%CAGR over FY23-FY25E. Moreover, with steady input cost & better operational
utilization, EBITDA margins should come in at 18.5%/19% in FY24E/FY25E respectively. At CMP,
the stock trades at P/E(x) of 25x/17x on FY24E/F25E EPS of Rs24.6/36.3 respectively & we
continue to value the company at P/E(x) of 22x on FY25E EPS maintaining our target price of
Rs799. Hence, we retain our BUY rating on the stock.

Exhibit 1: 1-year forward P/E (x) chart
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FINANCIALS

Exhibit 2: Income Statement

Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
Sales 4,839 5,939 6,829 8,905
COGS 2,095 3,024 3,449 4,452
COGS %sales 43.3 50.9 50.5 50.0
GP 2,745 2,915 3,380 4,452
GP% 56.7 49.1 49.5 50.0
EBITDA 1,033 1,074 1,263 1,692
EBITDA% 214 18.1 18.5 19.0
Depreciation 177 263 287 327
Finance Cost 96 145 155 155
Other Income 101 16 57 86
PBT 861 681 879 1,296
Tax 208 153 220 324
PAT 653 529 659 972
PAT% 13.5 8.9 9.7 10.9
Source: Company, YES Sec
Exhibit 3: Balance Sheet
Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
Share Capital 53 54 54 54
Reserves 2,484 2,980 3,640 4,612
Equity 2,537 3,034 3,693 4,665
Non-current liab 539 949 1,592 1,592
Payables 794 784 900 1,162
Provisions 16 10 10 10
Other current Liab 1,616 2,273 1,630 1,630
Total Equity & Liab 5,533 7,123 7,898 9,132
Gross Block 2,657 3,334 3,634 4,134
Acc Dep 974 1,237 1,524 1,851
Net Block 1,683 2,097 2,110 2,283
CWIP 207 137 254 289
Other Noncurrent 566 1,280 1,280 1,280
Inventory 1,042 1,306 1,339 1,728
Receivables 1,004 1,031 1,170 1,525
Cash & Bank 113 102 575 856
Loans 3 3 3 3
Other 915 1,167 1,167 1,167
Total Assets 5,533 7,123 7,898 9,132

Source: Company, YES Sec
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Exhibit 4: Cash Flow

Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
PBT 653 528 879 1,296
Depreciation & Amortization 177 264 287 327
Finance cost 96 145 155 155
(Incr)/Decr in Working Capital (456) (257) (56) (483)
Taxes (191) (138) (220) (324)
Cash from ops. 517 712 1,045 970
(Incr)/ Decr in PP&E (731) (577) (417) (535)
Cash Flow from Investing (725) (1,365) (417) (535)
(Decr)/Incr in Borrowings 360 836 - -
Finance cost (95) (144) (155) (155)
Cash Flow from Financing 184 641 (155) (155)
Incr/(Decr) in cash (24) (12) 473 281
Cash and cash equivalents at beginning of year 77 53 102 575
Cash and cash equivalents at end of year 53 41 575 856

Source: Company, YES Sec

Exhibit 5: Ratios
Key Ratios FY22 FY23 FY24E FY25E
Growth (%)
Total Sales 56.2 22.7 15.0 304
EBIDTA 57.1 3.9 17.6 33.9
EBIT 56.5 (13.6) 25.1 40.3
PAT 66.0 (19.0) 24.7 47.4
Profitability (%)
GP Margin 56.7 49.1 49.5 50.0
EBIDTA Margins 21.4 18.1 18.5 19.0
EBIT Margins 19.8 13.9 15.1 16.3
PAT Margins 13.5 8.9 9.7 10.9
ROCE 31.1 20.8 19.6 23.2
ROE 25.7 17.4 17.9 20.8
Per Share Data (Rs)
ERS 24.5 19.2 24.6 36.3
CEPS 31.1 29.6 354 48.5
BVPS 95.2 113.3 137.9 174.3
Valuations (x)
P/E (x) 18.2 23.3 25.0 17.0
P/CEPS (x) 14.4 15.1 17.4 12.7
P/BV (x) 4.7 3.9 4.5 3.5
EV/EBIDTA 12.8 13.1 14.3 10.5
Gearing Ratios
Debt/Equity 0.5 0.7 0.6 0.5
Net Debt/Equity 0.5 0.7 0.4 0.3
Net Debt/EBIDTA 1.2 2.0 1.3 0.8
Int Coverage 10.0 5.7 6.7 9.4
WCC Days
Debtors 69 63 63 63
Inventory 138 142 142 142
Creditors 106 95 90 90

Source: Company, YES Sec
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DISCLAIMER

Carysil Ltd

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL
and are subject to change without any notice. The report and
information contained herein are strictly confidential and meant solely
for the intended recipient and may not be altered in any way,
transmitted to, copied or redistributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written
consent of YSL.

The information and opinions contained in the research report have
been compiled or arrived at from sources believed to be reliable and
have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy,
completeness, authenticity or validity. No information or opinions
expressed constitute an offer, or an invitation to make an offer, to buy
or sell any securities or any derivative instruments related to such
securities. Investments in securities are subject to market risk. The value
and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. Investors should note that
each security's price or value may rise or fall and, accordingly, investors
may even receive amounts which are less than originally invested. The
investor is advised to take into consideration all risk factors including
their own financial condition, suitability to risk return profile and the
like, and take independent professional and/or tax advice before
investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general
nature which may not be specifically suitable to any particular investor.
Past performance may not necessarily be an indicator of future
performance. Actual results may differ materially from those set forth
in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the
use of 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 YSL and 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 certain category of investors. Persons in whose
possession this document may come are required to inform themselves
of and to observe such restriction.

YES Securities (India) Limited distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ are not associated persons of any U.S. regulated
broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading
securities held by a research analyst account. This report is intended for
distribution by YES Securities (India) Limited only to "Major Institutional
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated
and/or transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | IX research@ysil.in
Website: www.yesinvest.in
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Name of the Research Analyst  : Udit Gajiwala, Vicky Waghwani

The analyst hereby certifies that opinion expressed in this research
report accurately reflect his or her personal opinion about the subject
securities and no part of his or her compensation was, is or will be
directly or indirectly related to the specific recommendation and opinion
expressed in this research report.

I Particulars Yes/No

No.

Research Analyst or his/her relative’s or YSL's

financial interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more

2 securities of the subject company(ies) at the end No
of the month immediately preceding the date of
publication of the Research Report

Research Analyst or his/her relative or YSL has
3 any other material conflict of interest at the time No
of publication of the Research Report

Research Analyst has served as an officer, director

or employee of the subject company(ies) N

YSL has received any compensation from the

subject company in the past twelve months No

YSL has received any compensation for
investment banking or merchant banking or
brokerage services from the subject company in
the past twelve months

No

YSL has received any compensation for products
or services other than investment banking or
merchant banking or brokerage services from the
subject company in the past twelve months

No

YSL has received any compensation or other
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
company(ies)

Since YSL and its associates are engaged in various businesses in the
financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever
nature from the subject companyf(ies) in the past twelve months or
associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a SEBI registered stock broker holding
membership of NSE, BSE, MCX & NCDEX. YSL is also a SEBI registered
Category | Merchant Banker, Investment Adviser and a Research
Analyst. YSL offers, inter alia, trading/investment in equity and other
financial products along with various value added services. We hereby
declare that there are no disciplinary actions taken against YSL by
SEBI/Stock Exchanges.
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