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Supreme Industries | Target: Rs 2,535 | +19% | BUY

Disappointing quarter; structural story intact

BOB Economics Research | FY23 Budget Preview

What to watch for?

Greenpanel Industries | Target: Rs 595 | +31% | BUY

Excellent quarter despite lower MDF volumes

Automobiles | Q3FY22 Preview

Weak volumes, RM headwinds continue to hamper bottomline

Daily macro indicators

SUMMARY

Supreme Industries

= Q3revenue grew 5.5% YoY led by high realisations (+31%) though volumes

declined 18%

=  EBITDA margin contracted 545bps YoY to 16.3% as RM-to-sales cost surged

500bps

= We maintain our TP to Rs 2,535 based on 29x FY24E EPS; upgrade from

HOLD to BUY given the recent 20% price correction

Click here for the full report.

India Economics: FY23 Budget Preview

Budget for FY23 will see the government walking the tight rope in terms of boosting
growth and achieving fiscal consolidation. In view of upcoming state elections and
an attempt to boost consumption, we expect changes in tax concessions. To boost
investment, PLI scheme may see higher allocation. Also, to avoid bond market
volatility we believe, gross borrowing will be maintained at Rs 12-13tn, despite
higher repayments. We thus estimate fiscal deficit between 6-6.25% in FY23.

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 21-Jan 20-Jan  Chg (%)
US 10Y yield

(%) 1.76 1.8 5)
India 10Y

yield (%) 6.63 6.61 1
USD/INR 744275 74.51 0.1
Brent Crude

(US$/bbl) 87.9 884 (0.6)
Dow 34,265 34,715 (1.3)
Hang Seng 24,966 24,952 0.1
Sensex 59,037 59,465 0.7
India Fll Chg
(US$ mn) 20-Jan 19-Jan ($ mn)
FIl-D 5.8 219 (16.1)
FIl-E (617.9) (353.7) (264.2)

Source: Bank of Baroda Economics Research
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researchreport@bobcaps.in
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Greenpanel Industries

Q3 revenue climbed 34% YoY to Rs 4.2bn led by 40% growth in MDF and 8% in
plywood segment

Gross margin came in at 57.7% vs. 55.5% in the year-ago quarter; EBITDA margin
expanded 420bps to 26.2%

GREENP trades at 18x FY24E EPS which is attractive given its strong growth
prospects. Maintain BUY, TP Rs 595

Click here for the full report.

Automobiles: Q3FY22 Preview

Dull festive season and muted participation from rural markets led to subdued
volumes in Q3

RM cost inflation and production challenges due to chip shortage to further dent the
bottomline

We await management commentary on semiconductor supply, inventory levels, new
launches and RM cost outlook

Click here for the full report.
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BUY

TP: Rs 2,535 | A 19%

SUPREME INDUSTRIES | Plastic Products | 25 January 2022

Disappointing quarter; structural story intact

Ruchitaa Maheshwari

= Q3revenue grew 5.5% YoY led by high realisations (+31%) though
researchreport@bobcaps.in

volumes declined 18%

= EBITDA margin contracted 545bps YoY to 16.3% as RM-to-sales cost
surged 500bps

= We maintain our TP to Rs 2,535 based on 29x FY24E EPS; upgrade from
HOLD to BUY given the recent 20% price correction

High realisations but volume decline resulted in weak quarter: S| reported muted Key changes
Q3FY22 revenue growth of 5.5% YoY to Rs 19.5bn led by a steep fall in the sale of Target Rating
plastic pipe systems, furniture and packaging products. During the quarter, blended <>
realisations increased by 31% YoY to Rs 210/kg. Overall volumes fell 18% YoY and
11% QoQ to 91,363mt driven by lower offtake in the agriculture and housing segments, Ticker/Price SIIN/Rs 2,130
channel destocking at the dealer level and supply chain disruptions. Segment-wise, Market cap US$ 3.6bn
volume/value growth was as follows in plastic pipes -26%/+1% YoY, packaging Free float 51%
products +6%/+26%, industrial products -1%/+16%, and consumer products -19%/+9%. 3MADV US$ 3.3mn

52wk high/low Rs 2,694/Rs 1,720
EBITDA margin contracts 545bps: Gross margin declined 500bps YoY to 32% Promoter/FPI/DII 49%/16%/35%

. . .. . . . s . . : NSE | Pri f 24 2022
owing to high volatility in raw material prices. The company’s product price hikes Source: NSE | Prica as o 24 Jan 20

have gone into effect with a time lag (Jan’22). EBITDA margin dropped 545bps YoY Key financials

to 16.3% and was flattish QOQ Y/E 31 Mar FY21A FY22E FY23E

Total revenue (Rs mn) 63,496 78,647 84,963
Expansion plans delayed: S| maintained its capex guidance of Rs 5.2bn (of which EBITDA (Rs mn) 12786 13504 14575
Rs 3.4bn has been invested), which it believes can add Rs 9bn to the topline. As per Adj. net profit (Rs mn) 9592 9,490 10,252
plan, plastic product capacity is slated to increase from ~7kt to ~7.5kt, with major Adj. EPS (Rs) 755 747 807
capacity additions coming onstream in piping and industrial products. The upcoming Consensus EPS (Rs) 755 725 768
plants at Guwahati, Cuttack and Erode are progressing smoothly and are scheduled Adj. ROAE (%) 363 280 267
to become operational between April to August. Capex has been delayed to some Ad;. PIE (x) 282 285 264
extent due to supply chain disruptions. EVIEBITDA (x) 210 200 187

Adj. EPS growth (%) 971 (1) 8.0

. . . Source: Company, Bloomberg, BOBCAPS Research
Growth outlook steady; upgrade to BUY on recent correction: We remain positive

on SI's growth and margin prospects supported by incremental capacity as well as Stock performance

improving housing demand, benefits from government schemes such as ‘Nal Se Jal’, Sl —— NSE Nify (Relative)
infrastructure development, its net debt-free balance sheet and healthy return ratios. 2,660

The stock has corrected 21% from its 52-week high (19 Jan 2022) and is trading at a 2,270 .
P/E of 24.4x on FY24E, which is a ~29% discount to its five-year median of 34.2x. We 1.880

value Sl at 29x on FY24E and arrive at a TP of Rs 2,535 — upgrade to BUY from 1:32

HOLD on attractive valuations. 710 +— A i i

Source: NSE
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INDIA ECONOMICS

FY23 BUDGET PREVIEW

What to watch for?

Budget for FY23 will see the government walking the tight rope in terms of
boosting growth and achieving fiscal consolidation. In view of upcoming
state elections and an attempt to boost consumption, we expect changes
in tax concessions. To boost investment, PLI scheme may see higher
allocation. Also, to avoid bond market volatility we believe, gross
borrowing will be maintained at Rs 12-13tn, despite higher repayments.
We thus estimate fiscal deficit between 6-6.25% in FY23.

FY23 fiscal deficit at 6-6.25%: In line with a 13% increase in nominal GDP,
Centre’s net revenues are estimated to rise by 12.2% and spending is also likely to
increase by 4.5% in FY23. Assuming that a large part of disinvestment target for
FY22 will be met, we expect only Rs 750bn as disinvestment in FY23. Next year too,
most of the fiscal deficit will be financed through market borrowings.

Centre’s Gross borrowing at Rs 12-13tn: We expect gross borrowing to be in the
range of Rs 12-13tn in FY23 against Rs 12.05tn in FY22 (BE) (Actual: Rs 10.34tn -
till 21 Jan 2021). As repayment is piling up with a quantum of Rs 3.8tn in FY23
against Rs 2.9tn in FY22, gross borrowing is unlikely to go down. This is likely to put
pressure on the yields (10 year currently at 6.6%) which is expected to touch the 7%
mark in FY23, albeit in a gradual manner. Interest cost is likely to be ~Rs 9.3tn in
FY23 against Rs 8.1tn in FY22BE.

Revenues buoyant: Gross tax revenue to GDP ratio is expected to remain broadly
unchanged in FY23 (10.1%) compared with from FY22 (10%). Higher nominal GDP
will imply that gross revenues will increase to Rs 26.5tn in FY23 from Rs 22.2tn as

per FY22 BE. We expect FY22 BE numbers also to be revised upwards by at least

Rs 1tn, when FY22 RE numbers are presented in the budget.

Cheers in the Budget: Upcoming budget may focus on increasing standard
deduction of salaried class by Rs 50,000. Apart from this, increased allocation for
PLI scheme, and Covid booster shots is also expected. ECLGS scheme may also be
expanded especially for sectors severely hit by the pandemic. A waiver of capital
gain tax will also be a welcome move as it would help India’s inclusion in global bond
index. Overall, we expect a balance of consumption and investment centric policies.

ECONOMICS RESEARCH
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RESULT REVIEW

BUY
GREENPANEL
INDUSTRIES |

TP: Rs 595 | A 31%

Excellent quarter despite lower MDF volumes
= Q3revenue climbed 34% YoY to Rs 4.2bn led by 40% growth in MDF
and 8% in plywood segment

= Gross margin came in at 57.7% vs. 55.5% in the year-ago quarter;
EBITDA margin expanded 420bps to 26.2%

= GREENP trades at 18x FY24E EPS which is attractive given its strong
growth prospects. Maintain BUY, TP Rs 595

Construction Materials |

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

Ruchitaa Maheshw

24 January 2022

ari

researchreport@bobcaps.in

Strong growth aided by higher MDF realisation: GREENP’s consolidated Q3FY22
revenue grew 34% YoY to Rs 4.2bn, with MDF up 40% as blended realisations
increased 44% YoY and 19% QoQ. However, plywood revenue grew just 8% YoY.
EBITDA margin stood at 26.2% vs. 22% in the year-ago quarter due to a superior
product mix, cost optimisation and operating leverage.

Lower MDF volumes: During the quarter, the company shut down its Uttarakhand
plant for capacity expansion (via debottlenecking) from 0.18mn cbm to 0.26mn cbm.
However, this caused a volume loss of 80,000cbm valued at Rs 580mn, which led to
a 55% QoQ decline in export volumes (though realisation grew 11.6% QoQ). MDF
EBITDA margin improved 100bps QoQ to 32.4% due to higher realisations. We
expect margins to improve as the new capacity will come onstream in Q4.

Plywood margin declines due to higher RM cost: Plywood earned lower EBITDA
margins at 10% (-470bps YoY) due to higher raw material cost and a 2% dip in
volumes. Management indicated that the company took a 4% price hike in plywood
in Nov22’ and was implemented in Dec’21 and, hence, the full benefit was not visible
during Q3. Another 3% hike taken in Jan22’ will be implemented from Feb’'22.

On a high growth and profit trajectory...: GREENP has strong growth prospects
due to its leadership position in India’s fast-growing MDF market, improving balance
sheet and return ratios. With growth momentum likely to continue and no more
significant capex, we expect the company to turn net debt-free in FY23. We model
for a revenue/EBITDA/PAT CAGR of 26%/37%/58% over FY21-FY24 aided by
better utilisation at the MDF facility and a higher EBIDTA margin arising from
operating leverage.

...maintain BUY: GREENRP is trading at ~18x FY24E P/E, 40% lower than Century
Ply (~30x). We believe the trading multiple-gap will narrow going forward given
strong growth prospects led by domestic and export sales of MDF. We retain our TP
of Rs 595 set at 23x FY24E P/E and reiterate BUY.

EQUITY RESEARCH

Key changes

Target Rating
4 ) 4 )

Ticker/Price GREENP IN/Rs 453
Market cap US$ 744.0mn
Free float 47%
3M ADV US$ 2.2mn
52wk high/low Rs 493/Rs 150
Promoter/FPI/DII 53%/4%143%

Source: NSE | Price as of 24 Jan 202

Key financials

2

YIE 31 Mar FY21A FY22E FY23E
Total revenue (Rs mn) 10,208 15,266 18,347
EBITDA (Rs mn) 2,077 3,751 4,684
Adj. net profit (Rs mn) 808 1,966 2,662
Adj. EPS (Rs) 6.6 16.0 217
Consensus EPS (Rs) 6.6 11.6 16.5
Adj. ROAE (%) 116 246 217
Adj. P/E (x) 68.7 28.2 209
EV/EBITDA (x) 294 16.0 125
Adj. EPS growth (%) 2194 1433 354
Source: Company, Bloomberg, BOBCAPS Research
Stock performance
——— GREENP ——— NSE Nifty (Relative)
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SECTOR UPDATE

AUTOMOBILES | Q3FY22 Preview
Weak volumes, RM headwinds continue to hamper bottomline

= Dull festive season and muted participation from rural markets led to

subdued volumes in Q3

= RM cost inflation and production challenges due to chip shortage to
further dent the bottomline

= We await management commentary on semiconductor supply, inventory

levels, new launches and RM cost outlook

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 24 January 2022

Tarun Bhatnagar | Someel Shah
researchreport@bobcaps.in

Lacklustre festive season derails auto volumes: Amongst our coverage, all
OEMs barring AL have posted negative-to-flattish YoY volume growth in Q3FY22.
The decline in volumes was primarily due to weak festive demand, semiconductor
shortages, sluggish recovery in rural markets as well as a high base from pent-up
demand seen in Q3FY21. 2W volumes remain the hardest hit during the quarter,
while some green shoots were seen in the CV market.

Topline to remain soft: Factoring in poor volumes, we expect revenue growth to be
in the range of -22% to +18% YoY for our coverage. AL’s revenue is forecast to grow
the most by 18% YoY primarily due to recovery in HCVs coupled with higher price
realisations and a better product mix. At the other end, HMCL, which has seen a
30% YoY drop in volumes, is likely to post the largest fall in topline by 22% YoY.

PAT likely to bottom out: We expect a YoY PAT decline for our entire coverage
barring EIM. For EIM, we estimate a 10% rise in PAT led by stronger price realisations
and a better product mix. In our view, lower volumes, production challenges due to
semiconductor issues coupled with a surge in raw material cost have dented auto
OEM profitability. However, we expect input cost to normalise hereon and hence
believe PAT will improve in coming quarters, provided volumes move up.

What to watch for in Q3: (1) Near-term impact of Omicron, (2) Rising raw material
prices and semiconductor shortage issues, (3) Inventory levels both wholesale as
well as retail, (4) New product pipeline.

Mid-to-long-term outlook choppy: The auto industry has been facing a slew of
difficulties in recent years due to emission norms, the pandemic and now the chip
shortage. The industry also stands at the cusp of a shift from traditional fuel to EVs.
Newer players in the 2W, 3W and bus segments are posing stiff competition to
incumbents. Many incumbents have delayed launches in FY22 and hence FY23 will
see a large product pipeline for market leaders such as MSIL and Hyundai, which
should help them regain market share. In 2Ws, we expect sales to remain choppy,
though motorcycle players are likely to be less impacted by electrification than scooters.

EQUITY RESEARCH

Recommendation snapshot

Ticker Price Target Rating
AL IN 138 121 HOLD
BJAUT IN 3420 4231 BUY
EIM IN 2,711 291 HOLD
ESC IN 1,869 2201 BUY
HMCL IN 2,750 3,191 BUY
MM IN 875 1,011  BUY
MSIL IN 8190 7,771 HOLD
TVSLIN 631 681  HOLD
VSTTIN 2,899 2300 HOLD

Price & Target in Rupees | Price as of 21 Jan 2022
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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 31 December 2021, out of 115 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 57 have BUY ratings, 31 have HOLD ratings, 5
are rated ADD*, 2 are rated REDUCE* and 20 are rated SELL. None of these companies 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 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.

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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