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Qua rter Of Contrast Price performance (%) 3M 6M 12M
Nifty 5.4 153 288
Subdued tiles and plywood while plumbing to see robust growth Asian Paints (12.3) (9.5) 2.9
We expect the building materials sector to witness muted demand in ~ Berger Paints (33) (09 125
. . . Kansai Nerolac (16.2) (12.8) 8.0
Q4FY24. Real estate recovery remains strong with lower inventory and Astral 120 25 248
PR . tr. 5 . X

robust new launches, but demand for building materials usually follows a st )
bit later; we expect a pickup in the latter half of FY25. Demand for plastic oo mo-stes -2 ol 6
! ! ] p A p p . X : p Kajaria Ceramics (8.6) (5.0) 19.1
pipes used in plumbing was robust due to uptick in real estate and stable Century Plyboards (160) (1.4) 376
Polyvinyl chloride (PVC) prices. The tiles segment saw subdued domestic s, any ceramics (1.3 (11.4) 315

demand and exports impact due to the Red Sea Crisis. Plywood demand
is likely to remain similar to Q3 while Medium-Density Fibreboard (MDF)

and particle board may see an increase due to capacity additions. The
extension of BIS standard implementation for MDF and particle board has
been detrimental to the sector in the near term. Furthermore, an influx of
inexpensive MDF imports has affected domestic segment realization. We
expect demand to improve for tiles and wood panels in H2FY25,
following the trend in pipes.

Plastic pipes to drive volume growth

We expect our Building Materials coverage universe to report revenue

Source: Bloomberg

Company

Revenue (INR mn)

FY24E FY25E FY26E

Asian Paints
Berger Paints
Kansai Nerolac
Astral

Supreme Industries
Kajaria Ceramics
Century Plyboards
Somany Ceramics

360,188 392,276 431,994
113,309 125831 140,615
74,229 80,615 89,751
56,624 67,460 80,766
99,355 114,709 131,667
46,242 52,874 60,556
38,174 43,699 52871
25,538 28,736 31,886

growth of 6.1% YoY in Q4FY24E at a five-year CAGR 12.1%, driven by
8.2% growth in plastic pipes companies and 7.2% growth in the wood
panel segment. Paints and tiles firms are likely to underperform with 5.5%
YoY and 5.2% YoY growth, respectively. In the paints sector, we expect
double-digit volume expansion in decorative coatings, primarily led by
BRGR and APNT while KNPL is set to deliver in the mid-single digits. For
plastic pipes, ASTRA and SI may post 20%-plus volume growth on high
base, although lower PVC prices may impact realization and sales growth.
Within tiles, we expect mid-to-high, single-digit volume growth for KJC as
well as SOMC, slightly better than Q3. Within wood panel, CPBI is poised
to report robust double-digit volume growth in MDF and particle board
segments. We expect plywood to post mid-single digit volume growth
while laminates will post double-digit volume growth on low base.

EBITDA margin to contract slightly

For O4FY24E, we expect a gross margin expansion of 80bp YoY, dragged
by a margin decline of 120bp in wood panel due to inflationary pressures.
EBITDA margin is likely to decline by 40bp YoY, due to higher fixed cost
in wood panel on account of new capacity and lower realization in
plumbing, negatively affecting operational leverage. EBITDA margin of
paints and tiles would expand in the range of 40-60bp YoY, due to stable
input prices. We expect our coverage universe to post EBITDA growth of
3.5% YoY at a five-year CAGR of 14.8%. Tiles and paint companies are
likely to drive EBITDA margin, followed by plastic pipes and wood panel.

Our preferred picks are Century Plyboards and Astral. We retain our
negative view on the paints sector, due to potential disruption caused by
the entry of a major firm, adversely affecting existing participants.

Company

Adijusted PAT (INR mn)

FY24E FY25E FY26E

Asian Paints
Berger Paints
Kansai Nerolac
Astral

Supreme Industries
Kajaria Ceramics
Century Plyboards

Somany Ceramics

56,283 57,475 60,490
11,446 12,777 14,602
6,867 6,910 7,692
5,847 7,601 9,627
10,934 12,625 14,750
4,517 5,699 6,815
3,727 4,296 5,397
1,062 1,400 1,706

Note: pricing as on 8 April 2024

Source: Company, Elara Securities Estimate
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Key financials

Revenue (INR mn) EBITDA (INR mn) Adjusted net profit {INR mn)
Five- Five- Five-
Company Q4 Q3 Q4 QoQ YoY year Q4 Q3 Q4 QoQ YoY year Q4 Q3 Q4 QoQ YoY year
FY24E FY24 FY23 (%) (%) CAGR FY24E FY24 FY23 (%) (%) CAGR FY24E FY24 FY23 (%) (%) CAGR
(%) (%) (%)
Asian Paints 92,000 91,031 87,873 1.1 47 129/ 19,770 20,561 18,648 (3.8) 6.0 175 13,798 14,477 12588 (4.7) 9.6 239
Berger Paints 26,275 28818 24436 (88) 7.5 123 4071 4800 3688 (152) 104 125 2443 3002 1,857 (186] 316 17.1
Kansai Nerolac 17,089 18,149 16,051 (5.8) 6.5 8.2 1,887 2,399 1,525 (21.4) 238 4.7 1,210 1,576 940 (23.2) 288 54
Astral 17,040 13,702 15,062 244 13.1 17.1 3,013 2,051 3,089 469 (24) 204 1,922 1,135 2,075 693 (7.4) 252
Supreme Industries 27,360 24,491 25,983 1.7 53 123 4,255 3,788 4,803 123 (11.4) 16.1 3,153 2,562 3,594 23.1 (123) 228
Kajaria Ceramics 12,574 11,518 12,048 92 44 9.1 1,901 1,788 1,759 6.3 8.1 9.1 1,126 1,042 1,110 8.0 1.4 11.1
Century Plyboards 10,350 9,374 9,654 104 7.2 11.8 1,405 1,061 1,638 324 (14.3) 12.0 886 631 1,147 405 (22.8) 10.2
Somany Ceramics 7,253 6,121 6,792 185 68 6.9 721 590 610 221 18.2 0.4 319 213 243 499 31.2 (0.7)

Source: Company, Elara Securities Estimate

Peer valuation

Mcap CMP TP Upside P/E (x) EV/EBITDA (x] ROE (%)
Company Ticker Rating

(INRbn) (INR) (INR) (%) FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Asian Paints APNT IN Sell 2,737 2,853 2,840 0 486 476 452| 339 327 307 329 296 276
Berger Paints BRGR IN Reduce 648 556 564 1 56.7 50.7 444 342 313 272 237 23.1 232
Supreme Industries SIIN Reduce 537 4,225 4,300 2 49.1 425 364 352 298 252 231 23.1 233
Astral ASTRA IN Accumulate 536 1,996 2,034 2 918 706 558| 548 437 356 200 222 236
Kansai Nerolac KNPL IN Reduce 228 282 335 19 332 330 296| 208 196 17.7 13.6 122 127
Kajaria Ceramics KICIN Accumulate 200 1,254 1,500 20| 442 350 293 269 220 18.6 17.9 19.4  20.1
Century Plyboards CPBIIN Accumulate 144 647 850 31 387 335 267 257 220 17.4 17.9 17.6 188
Somany Ceramics SOMC IN Accumulate 25 610 832 37 235 17.9 14.6 11.3 9.1 7.6 12.8 149 159

Note: pricing as on 8 April 2024; TP and Ratings are as per our last published note

Source: Elara Securities Estimate
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Coverage History

900 - Date Rating Target Price Closing Price
Century Plyboards
1 6-Oct-2023 Buy INR 800 INR 653
B 5 . 2 6-Feb-24 Accumulate INR 850 INR 734
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note
is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding
/ evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred
to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and
risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited or any of
its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations
or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or
agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking
or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is
strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This Note 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 Elara Securities (India) Private Limited or any of its affiliates to any registration or licensing requirements
within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes,
should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or
the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any
of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits
that may arise from or in connection with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall
it constitute an indication that there has been no change in the business or state of affairs of the company since the date of publication of this Note. The disclosures
of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views
expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from
maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private
Limited. It is important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration
mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India
Limited [NSE], in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited's business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in
last five years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on
Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are
registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest
in the subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of
1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India)
Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date
of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities
(India) Private Limited or its associate entities does not have any other material conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate
entities of Elara Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara
Securities (India) Private Limited or its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve
months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant banking
or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may
have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company or
third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the
particular situation.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it
should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice,
and are only correct as of the stated date of their issue. Prices, values or income from any securities or investments mentioned in this report may fall against the
interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please
note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a
different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that
investment to the investor. The information contained in this report does not constitute advice on the tax consequences of making any particular investment
decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a recommendation of
particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable
for your particular circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future
performance could differ materially from these “forward-looking statements” and financial information.
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