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Gulf anti-dumping levy to hit ceramic tile producers
The GCC today imposed anti-dumping duty on ceramic tile imports from
India and China from 6 June 2020 for five years. The duty on India is in the
range of 17.6% to 106% with most companies at 41.2%; for China, this is
between 23.5% and 76% with most players at 23.5%. The comparatively
higher duty on India will dent competitiveness and potentially affect 35-40%
(~Rs 40bn) of total exports from ceramic hub Morbi to Gulf countries,
creating possible pricing pressure in domestic markets.
Tile exports to Gulf countries to face pressure: Higher anti-dumping duty
(ADD) of ~41% on most Indian ceramic tile players vs. ~24% for a bulk of
Chinese players imposed by the Gulf Cooperation Council (GCC) will make
Indian exporters less competitive and lead to market share losses in Gulf
countries such as Saudi Arabia, UAE, Bahrain, Kuwait, Oman and Qatar. The
ADD imposed on Indian companies is broadly similar to the levies proposed in
Nov’19 despite industry representation to the council.
Morbi players to feel the heat: GCC countries account for 35-40% of the
total exports (~Rs 120bn as per industry reports) from India’s largest tile
manufacturing hub of Morbi in Gujarat. About 400 of the ~850 units in Morbi
are estimated to sell to Gulf countries. Rising exports from India had enabled
Morbi players to stay afloat despite recent headwinds from lower domestic
demand, the ban on coal gasifiers (leading to higher cost of production), and
increased compliance requirements. Now with exports to GCC also facing
pressure due to higher ADD, many Morbi players would be hit hard.
Domestic tile prices may weaken: Morbi players have been focusing on exports
to markets outside the GCC such as the US and Indonesia for a while now, but
it may not be possible to immediately replace the loss in demand from Gulf
countries. Some companies may thus look to sell their production in India,
creating pricing pressure in a market that is already seeing subdued demand,
whereas others could shut shop as business becomes unviable. However, most
Morbi producers do not have a wide distribution network and thus we see
limited pricing pressures on bigger organised, branded players such as Kajaria
Ceramics and Somany Ceramics.
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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 1 January 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 1 is 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
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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
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20 November 2017.
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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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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.
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