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MARUTI SUZUKI | TARGET: Rs 13,451 | +22% | BUY

Steady performance; upgrade to BUY on reasonable valuations

OIL & GAS

Near-term challenges, earnings growth key for medium term

DABUR INDIA | TARGET: Rs 697 | +28% | BUY

Macro and weather tailwinds vs carbonated soft drinks

VOLTAS | TARGET: Rs 1,700 | +0% | HOLD

In-line revenue; margins on the rise

INDRAPRASTHA GAS | TARGET: Rs 455 | +8% | HOLD

Lower headroom to avert growth slowdown

GREENLAM INDUSTRIES | TARGET: Rs 530 | +4% | HOLD

Weak quarter; quick ramp up of new projects a key monitorable

V-GUARD INDUSTRIES | TARGET: Rs 440 | +4% | HOLD

Broad-based growth drives topline

SUMMARY

MARUTI SUZUKI

=  Q2FY25 revenue was flat YoY (+5% QoQ) in a challenging quarter, realisation
improved by 2%/1% YoY/QoQ

= Commodity costs inflation impacted gross margin by 140/170bps YoY/QoQ,
better cost control restricted EBITDA margin fall

=  Valuation correction leaves room for upside, continue to value MSIL at 25x
P/E with revised TP of Rs 13,451 (from Rs 13,305). Upgrade to BUY

Click here for the full report.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.
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https://www.barodaetrade.com/Reports/MarutiSuzuki-Q2FY25ResultReview30Oct24-Research.pdf

FIRST LIGHT

OIL & GAS

Q2 miss due to higher inventory losses and LPG under-recovery; underlying
R&M margin strong on high auto fuel margins

Weak refining, LPG under-recovery, cut in auto fuel prices and Q2 inventory
losses weigh on FY25 earnings; medium-term outlook healthy

Maintain BUY on HPCL (revised TP Rs 450) on growth delivery, HOLD on
BPCL (TP Rs 315) and upgrade IOCL to HOLD (revised TP Rs 155)

Click here for the full report.

DABUR INDIA

Sales were in line with consensus and our estimates. EBITDA was 4% below
consensus and 1% above our estimates

Beverages were the main driver of destocking. Value-conscious consumer is
preferring CSDs. We expect sales trends to remain soft

DABUR has favourable macro tailwinds from rural while La Nina will likely
drive the high-margin, winter-skewed healthcare portfolio. BUY

Click here for the full report.

VOLTAS

Topline grew 14% YoY in Q2; EBITDA margin expanded 310bps YoY, fueled
by better cost efficiencies

UCP volumes jumped 56% YoY in 1H; amid an unseasonal quarter; market
share maintained at 21% in Q2; EMP business stayed profitable

Maintain FY25 estimates & hike FY26E/FY27E EPS by 8%/4% as EMP’s EBIT
continues to be positive and domestic business healthy. HOLD

Click here for the full report.

INDRAPRASTHA GAS

IGL indicated near-term increase of Rs 5-6/kg due to loss of APM gas
allocation for CNG segment and confirms need for price increase

Higher need for price increase than MAHGL could pose risk to commercial
vehicle conversions as well as current momentum for PVs

Cut FY25-27E EBITDA by ~25% factoring in cut in EBITDA margin to Rs
6/scm, lower TP to Rs 455 (Rs 600); retain HOLD

Click here for the full report.
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GREENLAM INDUSTRIES

=  Weak Q2 on lower-than-expected laminate volume and slow ramp-up of
plywood segment

= Maintained revenue growth guidance of 18-20% for FY25; plywood to reach
breakeven point over the next one year (H2FY25 earlier)

= Maintain HOLD on weak ROCE for its particleboard project and expensive
valuations; TP cut by 5% to Rs 530

Click here for the full report.

V-GUARD INDUSTRIES

=  Topline surged 14% YoY, driven by steady gains across Electronics,
Electricals, and ECD segments, while Sunflame sales held steady

=  Electricals margins fell on raw material volatility, while Sunflame growth was
flat amid weak sentiment

= We pare FY25/FY26/FY27 EPS estimates by 3% each and continue to value
the stock at 37x P/E. We maintain TP of Rs 440 and HOLD rating

Click here for the full report.

EQUITY RESEARCH 31 October 2024


https://www.barodaetrade.com/Reports/GreenlamIndustries-Q2FY25ResultReview30Oct24-Research.pdf
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RESULT REVIEW

BUY

TP: Rs 13,451 A 22%

MARUTI SUZUKI | Automobiles

Steady performance; upgrade to BUY on reasonable valuations
= Q2FY25revenue was flat YoY (+5% QoQ) in a challenging quarter,
realisation improved by 2%/1% YoY/QoQ

= Commodity costs inflation impacted gross margin by 140/170bps
YoY/QoQ, better cost control restricted EBITDA margin fall

= Valuation correction leaves room for upside, continue to value MSIL at
25x P/E with revised TP of Rs 13,451 (from Rs 13,305). Upgrade to BUY

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 30 October 2024

Milind Raginwar
research@bobcaps.in

Steady topline; realisation gains despite higher discounts is the key: MSIL’s
Q2FY25 revenue was flat YoY (+5% QoQ) at Rs 372bn in a challenging quarter.
This was backed by realisation improvement of 2%/1% YoY/QoQ despite tepid
volume growth YoY (4% QoQ). Higher SUV demand continued to drive sales
volume of 541.5k units. Average blended realisation/vehicle was Rs 686.9k. MSIL
extended higher discounts/vehicle for Q2FY25 (Rs 29.3k vs Rs 21.7k in Q1FY25).

Operating margin under pressure YoY/QoQ: Raw material cost at 71.9% of sales
jumped 140bps/170bps YoY/QoQ, lowering gross margin to 28.1%. Other
expenditure fell 4.7% YoY (flat QoQ) to Rs 45.7bn. Employee cost was flat YoY,
down 50bps QoQ (as % of sales). This and forex gains helped restrict EBITDA fall
by ~8% YoY to ~Rs 44.1bn, with margin decline of 90bps YoY/QoQ to 11.9% (-

80bps QoQ).

Capacity expansion plans: MSIL commissioned an additional facility at Manesar
with the capacity to manufacture 0.1mn units in Q1FY25, increasing the
manufacturing capacity at the Manesar facility to 0.9mn/year. MSIL also increased
the capacity of Ertiga and the supply of CNG vehicles. MSIL’s planned expansion at
Kharkhoda (Haryana) with a capacity of 0.25mn vehicles/pa is due to become

operational in FY25. MSIL has signed an MoU with the Gujarat government to set up

a 1mn unit plant by FY29 and has earmarked Rs 350bn of capex.

Estimates adjusted for tax rate; upgrade to BUY as valuations reasonable: We
cut our FY25E/FY26E/FY27E EPS by 1%/2% factoring in the higher tax rate with no
change in the operational performance estimates. Our three-year Revenue/
EBITDA/PAT CAGR is healthy at 14%/15%/10%. Our gross margin assumptions
hover at ~29% with EBITDA margin of ~12% over FY25E-FY27E. We factor in an
upbeat growth outlook backed by MSIL’s focus on premiumisation, healthy capex
and thrust on electric vehicles (average of 1 EV launch till FY30). We feel the recent
correction in valuations leave enough room for uptick. We upgrade our HOLD rating
to BUY. We continue to value the stock at 25x P/E 1-year forward earnings, (on par
with its 10Y average), leading to a revised TP of Rs 13,451 (Rs 13,305).

EQUITY RESEARCH

Key changes

Target Rating
Ticker/Price MSIL IN/Rs 11,046
Market cap US$ 39.7bn
Free float 44%
3M ADV US$ 88.0mn
52wk high/low Rs 13,680/Rs 9,738
Promoter/FPI/DII 56%/23%/16%

Source: NSE | Price as of 29 Oct 2024

Key financials
YIE 31 Mar FY24A FY25E  FY26E

Total revenue (Rs mn) 14,09,326 16,28,760 18,47,013

EBITDA (Rs mn) 1,64,011 1,93512 2,20,664
Adj. net profit (Rs mn)  1,32,094 1,40,449 1,56,116
Adj. EPS (Rs) 4373 4649  516.8
Consensus EPS (Rs) 4373 4840 540.9
Adj. ROAE (%) 15.7 14.9 14.7
Adj. P/E (x) 253 238 214
EV/EBITDA (x) 20.3 173 15.1
Adj. EPS growth (%) 64.1 6.3 11.2

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———MSIL ——— NSE Nifty (Relative)

13,500

12,030

10,560

9,090

7,620

6,10 +—/——"———7——7F—7T—"7T—"T"—"T—T—"T—1—
SENSYSS53333T
§55385523585538

Source: NSE



SECTOR UPDATE

OIL & GAS

Near-term challenges, earnings growth key for medium term

= Q2 miss due to higher inventory losses and LPG under-recovery;
underlying R&M margin strong on high auto fuel margins

= Weak refining, LPG under-recovery, cut in auto fuel prices and Q2

inventory losses weigh on FY25 earnings; medium-term outlook healthy

= Maintain BUY on HPCL (revised TP Rs 450) on growth delivery, HOLD
on BPCL (TP Rs 315) and upgrade IOCL to HOLD (revised TP Rs 155)

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

30 October 2024

Kirtan Mehta, CFA
research@bobcaps.in

Q2 miss but underlying margins fine: While Oil Marketing Companies (OMCs)
missed consensus forecasts, underlying R&M profitability was healthy at US$ 6.4/bbl
excluding inventory losses and at US$ 9.3/bbl further excluding LPG under-recovery
on strong auto fuel margins after pullback in crude prices.

Near-term challenges: Despite strong auto fuel margins, OMC'’s profitability in
FY25E is likely to be impacted by (i) near-term weak outlook on refining, (ii) lower
probability of reversal of inventory losses faced in Q2 owing to range-bound outlook
for crude prices, (i) potential pass through of higher auto fuel costs to consumers,
and (iv) timing uncertainty or budgetary support for recouping LPG under-recovery.
We lower FY25E EBITDA by 6%/ 8%/ 13% for BPCL/ HPCL/ IOCL.

Healthy medium-term outlook: The ability of Indian consumers to absorb retail
auto fuel prices at least up to crude prices of US$ 85-90/bbl and range-bound
outlook on crude price given increasing OPEC surplus are positive drivers for the
marketing margins of OMCs. While refining outlook has weakened, closures of high-
cost refineries in developed world could help rebalance the market. Beyond FY25,
we currently assume mid-cycle margins for OMCs.

Adjust TPs: We maintain our TP for BPCL at Rs 315, and adjust TPs for HPCL to
Rs 450 (from Rs 465) and IOCL to Rs 155 (from Rs 165), factoring in changes to our
estimates and roll forward of valuation to Sep’25. While we maintain our target 1Y
fwd EV/EBITDA multiple at 6x for BPCL and HPCL, we continue to use a lower 5.5x
for IOCL given its higher earnings volatility.

Prefer HPCL amongst OMCs: With stock prices baking in mid-cycle margin
assumptions for FY26, earnings growth becomes the key catalyst. We maintain BUY
on HPCL as it is well positioned to deliver earnings growth ahead of other OMCs
from completion of projects. We maintain HOLD on BPCL given the growth hiatus till
FY28 due to a pause in investments over FY20-23. We upgrade IOCL to HOLD from
SELL given the 20% correction in stock price over the past month. While IOCL is
pursuing an ambitious investment programme, visibility on its delivery is still low.

EQUITY RESEARCH

Recommendation snapshot

Ticker Price Target Rating
BPCL IN 311 315 HOLD
HPCL IN 389 450  BUY

IOCL IN 144 155  HOLD

Price & Target in Rupees | Price as of 29 Oct 2024



RESULT REVIEW

BUY

TP: Rs 697 | A 28%

DABUR INDIA |

Macro and weather tailwinds vs carbonated soft drinks
= Sales were in line with consensus and our estimates. EBITDA was 4%
below consensus and 1% above our estimates

= Beverages were the main driver of destocking. Value-conscious

consumer is preferring CSDs. We expect sales trends to remain soft

= DABUR has favourable macro tailwinds from rural while La Nina will

likely drive the high-margin, winter-skewed healthcare portfolio. BUY

Consumer Staples

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

| 31 October 2024

Lokesh Gusain
research@bobcaps.in

EBITDA miss: DABUR reported a 16% decline in underlying EBITDA with sales
down 5% as margins contracted 240bps to 18.2%. Destocking impacted leverage as
gross margin expanded 100bps YoY. Sales were in line with consensus and our
estimates. EBITDA was 4% below consensus and 1% above our estimates.

Destocking and demand outlook: DABUR clarified destocking to be one-off and
normalised business starting Oct’24. In terms of demand trends, rural grew 130bps
ahead of urban in 2Q. The company expects urban to recover from the Dec’24
quarter with easier year ago comps. Rural demand drivers are favourable with rise in
kharif acreage and increase in Rabi minimum support prices (MSPs).

Issue in beverages: Share shift is happening from non-carbonated soft drinks-non-
alcoholic beverages to CSD - juices are the most impacted due to their high price
differential. In its value / Real juice offering, DABUR is undertaking changes in
packaging (PETs) and adding additional price points. We think consumer preference
for value is clear for the time as DABUR'’s premium portfolio / Real Active 100% is
still doing well despite a higher price differential with CSDs. We expect DABUR will
continue to struggle with its value juice offering in beverages.

Earnings outlook: Across FY25-FY27, we reduce our sales forecasts to factor in

the weakness in the Beverages segment. Our gross margins are lower for FY25 to
factor in lower-than-expected performance in 2Q along with some margin pressure
to manage weakness in beverages. The negative operating leverage from weaker
sales in beverages is driving our lower EBITDA margin forecasts.

Our view: With a struggling beverages business, DABUR is reliant on macro and
weather tailwinds to deliver low double-digit sales growth. We expect La Nina to be
favourable for DABUR’s high margin healthcare portfolio, including Chyawanprash,
which has remained soft over the past two years. Meanwhile, 50% rural sales
exposure helps active participation in rural recovery. We value DABUR at 52x 12M
to Sep’26 EPS using P/E relative to the NIFTY 50 index. We reduce TP to Rs 697
from Rs 762 due to earnings downgrades partly offset by higher NIFTY multiples.

EQUITY RESEARCH

Key changes

Target Rating
v 4

Ticker/Price DABUR IN/Rs 547
Market cap US$ 11.5bn
Free float 33%
3M ADV US$ 20.7mn
52wk high/low Rs 672/Rs 489
Promoter/FPI/DII 66%/17%/17%

Source: NSE | Price as of 30 Oct 2024

Key financials

YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rs mn) 124,040 131,218 146,669
EBITDA (Rs mn) 24,002 24,814 29,194
Adj. net profit (Rs mn) 18,427 18,736 22,213
Adj. EPS (Rs) 104 10.6 125
Consensus EPS (Rs) 104 11.6 13.3
Adj. ROAE (%) 18.7 173 187
Adj. P/E (x) 52.6 51.7 436
EV/EBITDA (x) 404 39.0 332
Adj. EPS growth (%) 79 1.7 186

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———DABUR ——— NSE Nifty (Relative)
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RESULT REVIEW

HOLD

TP: Rs 1,700 | A 0%

VOLTAS |

In-line revenue; margins on the rise

= Topline grew 14% YoY in Q2; EBITDA margin expanded 310bps YoY,
fueled by better cost efficiencies

= UCP volumes jumped 56% YoY in 1H; amid an unseasonal quarter;

market share maintained at 21% in Q2; EMP business stayed profitable

= Maintain FY25 estimates & hike FY26E/FY27E EPS by 8%/4% as EMP’s
EBIT continues to be positive and domestic business healthy. HOLD

Consumer Durables |

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

Arshia Khosla
research@bobcaps.in

30 October 2024

Strong Q2 performance with margin expansion: VOLT delivered a strong Q2,
with revenue up 14% YoY to Rs 26.2bn, in line with our estimate of Rs 26bn. Gross
margin improved by 130bps YoY to 25.8%, while EBITDA surged by 131% YoY to
Rs 1.6bn, due to a 7% reduction in other expenses, now constituting 10.6% of
consolidated sales compared to 13% in the prior year. This cost efficiency drove an

EBITDA margin increase of 310bps YoY to 6.2%, 40bps below our estimate of 6.6%.

Key to this margin uplift was the continued positive turnaround in the EMP segment,
marking its second consecutive quarter of profitability after losses from Q3FY23 to
QA4FY24. PAT reached Rs 1.3bn, surpassing our projection of Rs 1.2bn.

UCP leads; market share maintained: In what is traditionally an unseasonal
quarter, the UCP segment delivered a standout performance, posting 31% topline
growth — outpacing peers like Lloyd, which reported 18.5% YoY growth. UCP sales
reached Rs 15.8bn, driven by strong volume expansion, with HLIFY25 volumes up a
strong 56% YoY. As of Sep’24, VOLT retained its market-leading position with 21%
share, maintaining dominance in both split and window room air conditioners
(RACs). Despite a modest 40bps YoY contraction in EBIT margins to 7.3%, the
segment’s robust growth underscores VOLT's resilience in a competitive market.

EMP faces headwinds: EMP sales dipped by 5% YoY to Rs 8.8bn, primarily due to
prolonged rains, yet the segment sustained a solid EBIT margin of 5.2%. Timely
project execution and focused initiatives in completion certifications helped achieve
positive EBIT for the second consecutive quarter. International growth, particularly in
UAE and Saudi Arabia, added resilience to the performance. The Voltas-Beko JV
recorded a manageable loss of Rs 323mn, with H1FY25 volume growth surging by
54%, driven by increased market share in refrigerators and washing machines, and
marking a positive outlook for the brand’s long-term positioning.

Maintain HOLD: Factoring in Q2, we maintain our FY25 estimates and raise

FY26E/FY27E by 8%/4%. We believe the EMP segment turning around, margin
expansion in the UCP segment and continued growth in VOLTBEK will enhance
profitability. We continue valuing VOLT at 49x; upon rollover our TP is Rs 1,700.

EQUITY RESEARCH

Key changes

Target Rating
4

Ticker/Price VOLT IN/Rs 1,698
Market cap US$ 6.7bn
Free float 70%
3M ADV US$ 38.5mn
52wk high/low Rs 1,945/Rs 811
Promoter/FPI/DII 30%/21%/33%

Source: NSE | Price as of 30 Oct 2024

Key financials

YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rsmn) 124,812 151,355 180,788
EBITDA (Rs mn) 4,746 11,555 15,190
Adj. net profit (Rs mn) 2,520 8,289 10,782
Adj. EPS (Rs) 76 25.1 326
Consensus EPS (Rs) 7.6 245 31.0
Adj. ROAE (%) 45 135 15.7
Adj. P/E (x) 2229 67.8 52.1
EV/EBITDA (x) 1184 486 37.0
Adj. EPS growth (%) (33.5) 2289 30.1

Source: Company, Bloomberg, BOBCAPS Research

Stock performance

———VOLT ——— NSE Nifty (Relative)
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RESULT REVIEW /23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

HOLD

TP: Rs 455 | A 8%

INDRAPRASTHA GAS | Oil & Gas | 31 October 2024

Lower headroom to avert growth slowdown

Kirtan Mehta, CFA

= |GL indicated near-term increase of Rs 5-6/kg due to loss of APM gas
research@bobcaps.in

allocation for CNG segment and confirms need for price increase

= Higher need for price increase than MAHGL could pose risk to

commercial vehicle conversions as well as current momentum for PVs

= Cut FY25-27E EBITDA by ~25% factoring in cut in EBITDA margin to Rs
6/scm, lower TP to Rs 455 (Rs 600); retain HOLD

Q2 miss: Q2 EBITDA was below ours and consensus forecasts on lower EBITDA Key changes
margin. Volume growth recovered well, in line with prior guidance during the Q1 call. Target Rating
v <)

Higher impact of deallocation of APM Gas: On the Q2 call, IGL indicated near-

term cost increase of Rs 5/kg in Delhi and Rs 5.5-6/kg outside Delhi due to loss of

Ticker/Price IGL IN/Rs 421
APM gas for CNG segment. We believe the cost will come down as IGL ties up Market cap US$ 3.5bn
contracts to offset this loss. IGL also confirmed the need for price increase and is Free float 55%
currently working on timing and quantum of increases. 3M ADV US$ 14.7mn

52wk high/low Rs 570/Rs 376
Growth slowdown risk higher than MAHGL: With lower EBITDA margin base Promoter/FPI/DII 45%1/19%/23%
than MAHGL, IGL has higher needs to undertake price increases to maintain margin Source: NSE | Price as of 30 Oct 2024

even in the range of Rs 6/scm. The key disadvantage for IGL is its higher gas Key financials

purchase cost attributable to higher transportation costs and lower flexibility in LNG

YIE 31 Mar FY24A FY25E FY26E
contracts (see charts on page 2 and our earlier note). Also, the current differential Total revenue (Rs mn) 140,000 148766 1,56,330
of CNG to diesel in Uttar Pradesh and Haryana is ~9%, below the empirical range of EBITDA (Rs mn) 23637 19444 20909
15-21% for promoting conversions in the commercial vehicle space. Price increase Adj. net profit (Rs mn) 19834 16,093 16,743
needs to remain calibrated to maintain momentum in passenger vehicle segment. Adj. EPS (Rs) 283 230 239

Consensus EPS (Rs) 28.3 28.8 313
Cut forecasts: We lower our FY25-FY27E EBITDA forecasts by ~25% lowering Adj. ROAE (%) 226 15.7 147
EBITDA margin assumptions by ~Rs 2/scm to below Rs 6/scm. We believe IGL Adj. PIE (x) 149 183 176
needs to prioritise growth and not hamper current momentum by compromising on EV/EBITDA (x) "ro 144 130

Adj. EPS growth (%) 210 (18.9) 40

margins. We believe that prioritising margins in a higher range could pose risk to

. ) Source: Company, Bloomberg, BOBCAPS Research
growth momentum and have a higher impact on long-term EBITDA growth.

Stock performance

Retain HOLD: Factoring in lower margins and slower volume growth, we lower the

——IGL —— NSE Nifty (Relative)
DCF-based TP to Rs 455 (from Rs 600). For our DCF, we lower FY24-33E growth to 70
7% (from 7.5%) and average margin to Rs 6.5/scm (from Rs 8/scm). Our TP implies 630
an FY26 target multiple of 19.0x, higher than the 5Y mean 1Y-fwd P/E of 18.1x. This 550
is higher than the implied target multiple for MAHGL at 15.5x due to the use of 470
390
higher terminal growth rate of 4% (2.5% for MAHGL) reflecting a larger footprint. As 310
IGL has corrected by 25% over the past month, we now have 8% upside, and we F3YYIIFYIIRII S
S8238582388&2338

reiterate HOLD.

Source: NSE

EQUITY RESEARCH A
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RESULT REVIEW /23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

HOLD

TP: Rs 530 | A 4%

GREENLAM INDUSTRIES | Building Materials | 30 October 2024

Weak quarter; quick ramp up of new projects a key monitorable

Utkarsh Nopany

= Weak Q2 on lower-than-expected laminate volume and slow ramp-up of
research@bobcaps.in

plywood segment

= Maintained revenue growth guidance of 18-20% for FY25; plywood to

reach breakeven point over the next one year (H2FY25 earlier)

= Maintain HOLD on weak ROCE for its particleboard project and
expensive valuations; TP cut by 5% to Rs 530

Weak Q2: GRLM missed our estimates for Q2FY25 (Revenue/EBITDA/APAT: -9%/- Key changes

11%/-16%) mainly due to lower-than-expected laminates sales volume (+9.3% YoY Target Rating

vs +13.7% estimated) and slow ramp up of plywood segment. Overall, GRLM’s v <)

revenue/EBITDA grew by 12.8%/7.7% YoY, but APAT was down 11.6% YoY in

Q2FY25 due to higher capital charge related to newly commissioned projects. Ticker/Price GRLM IN/Rs 511
Market cap US$ 775.8mn

Key highlights: On a 3Y CAGR basis, GRLM laminates volume grew at a nominal Free float 49%

4.4% rate vs 16% growth in its capacity due to difficult market conditions, but it still 3M ADV US$ 0.2mn

managed to gain market share in both domestic as well as export market. Laminate 52wk high/low Rs 662/Rs 431

EBITDA was relatively flat (+0.7% YoY) in Q2FY25 as the impact of higher volumes Promoter/FPI/DII 51%/2%/16%

was offset by margin contraction (-171bps YoY to 14.7%). Plywood segment Source: NSE | Price as of 29 Qct 2024

reported operating loss for the sixth consecutive quarter due to the slow ramp-up of Key financials

the plant (operated at 23% in Q2FY25 vs 25% in Q1FY25). Veneer segment again Y/E 31 Mar FY24A FY25E FY26E
reported muted operating performance (breakeven at EBITDA level) in Q2FY25. Net Total revenue (Rs mn) 23063 27299 32,119
debt has gone up from Rs 9.2bn in Jun’24 to Rs 9.9bn in Sep’24. EBITDA (Rs mn) 2974 3112 3,865

Adj. net profit (Rs mn) 1,383 1,177 1,607
Outlook: GRLM has maintained its revenue growth guidance of 18-20% for FY25. Adj. EPS (Rs) 10.8 9.2 126
The company has hiked prices by 2.5-3.0% for its laminate segment in the domestic Consensus EPS (Rs) 108 123 187
market, which is expected to mitigate the impact of raw-material cost inflation in the Adj. ROAE (%) 136 104 129

Adj. PIE (x) 472 554 406

near future. Management expects its plywood segment to reach EBITDA breakeven

over the next one year (H2FY25 earlier). The particleboard project (292,380 CBM) is EVIEBITDA (x) 211 191 146

Adj. EPS growth (%) 125 (149) 365

on track to become operational in Q3FY25 at a cost of Rs 8.75bn.
Source: Company, Bloomberg, BOBCAPS Research

Maintain HOLD, TP cut by 5% to Rs 530: We maintain our HOLD rating on the Stock performance

stock on (a) weak ROCE projected for its particleboard project at least for the next ~GRIM  —— NSE Nify (Relative)
two to three years due to sharp upward revision in project cost, and (b) expensive 660

valuations (trades at 45.7x on 1Y forward P/E vs 5Y average of 35.1x). We have cut 580

our TP to Rs 530 (Rs 560 earlier) due to downward revision in our EPS estimates (- 500

10.0%/-19.7%/-14.4% for FY25E/FY26E/FY27E) based on the weak Q2 result. Our :,jg

target P/E has been raised from 33x to 35x (in line with the 5Y average multiple) on 260 by
Sep’26 estimates (Jun’26 earlier). NSRS IIIIIIIIS

Source: NSE

EQUITY RESEARCH A



RESULT REVIEW

HOLD

TP: Rs 440 | A 4%

Broad-based growth drives topline

= Topline surged 14% YoY, driven by steady gains across Electronics,
Electricals, and ECD segments, while Sunflame sales held steady

= Electricals margins fell on raw material volatility, while Sunflame

growth was flat amid weak sentiment

= We pare FY25/FY26/FY27 EPS estimates by 3% each and continue to
value the stock at 37x P/E. We maintain TP of Rs 440 and HOLD rating
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Broad-based growth: Consolidated revenue grew 14% YoY to Rs 12.9bn, in line
with expectations and driven by strong performance across Electronics, Electricals,
and ECD segments, though Sunflame sales remained flat. The South region
(excluding Sunflame) contributed 56% of total sales at Rs 6.8bn, up 14% YoY, while
Non-South India sales rose by 17% YoY to Rs 5.5bn, making up 45% of total sales.
Gross margin expanded 210bps YoY to 35.8%, supported by cost controls,
increased in-house manufacturing, and premiumisation. EBITDA grew 19% YoY to
Rs 1.1bn with an EBITDAM of 8.5%, slightly under expectations due to copper price
volatility. PAT increased 8% YoY to Rs 634mn.

Strong performance across segments with mixed margin impact: Electronics
segment sales surged 19% YoY to Rs 3bn, with a notable EBIT margin increase of
270bps YoY to 19.6%. Electricals saw healthy 16% YoY growth to Rs 5.4bn, though
its EBIT margin dipped 140bps to 9.1% due to copper price volatility affecting wire
costs. Consumer Durables achieved 11% YoY sales growth, with an EBIT margin
boost of 210bps to 4.1%. In contrast, Sunflame’s sales remained flat at Rs 611mn,
and its EBIT margin fell by 360bps to 1.4%, reflecting some challenges in margin
retention.

Regional revenue surge: VGRD posted strong regional growth, with non-South
India revenue climbing 17% YoY, showcasing robust market expansion. The South
region followed closely, achieving 14% YoY growth. For the second consecutive
quarter, non-South markets contributed over 50% of total revenue, emphasising the
growing importance of these regions in VGRD'’s overall revenue mix.

Valuation outlook: To incorporate Q2 we pare our FY25/FY26/FY27 EPS
estimates by 3% each as we expect ongoing challenges like increased competition
and pricing issues to continue. We roll forward valuations to Sep’26E, and maintain
TP at Rs 440. We continue to value the stock at 37x P/E — in line with its five-year
average. Maintain HOLD.
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Key changes

Target Rating
4 ) 4

Ticker/Price VGRD IN/Rs 423
Market cap US$ 2.2bn
Free float 44%
3M ADV US$ 3.9mn
52wk high/low Rs 577/Rs 283
Promoter/FPI/DII 56%/13%/19%
Source: NSE | Price as of 30 Oct 2024
Key financials
YIE 31 Mar FY24A FY25E FY26E
Total revenue (Rs mn) 48567 55893 65,108
EBITDA (Rs mn) 4267 5594 6,735
Adj. net profit (Rs mn) 2,576 3,674 4,693
Adj. EPS (Rs) 6.0 85 10.9
Consensus EPS (Rs) 6.0 9.0 11.0
Adj. ROAE (%) 15.1 18.7 204
Adj. P/E (x) 71.0 498 39.0
EV/EBITDA (x) 428 327 271
Adj. EPS growth (%) 36.2 426 217

Source: Company, Bloomberg, BOBCAPS Research

Stock performance
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IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.
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Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051
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Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com
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/B BOBCAPS

TRUST £ 1NN EXCELLENCE

Logo:

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

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.

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 BOB Capital Markets Limited (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 is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

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 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. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory
or any other activity that may affect the independence of its research reports.

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 assume an underwriting commitment in the securities of companies discussed 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.
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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.

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.

Other disclaimers

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently verified,
is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for enquiries,
procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred to herein
and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS's judgment as of the date of this
report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and the information
contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK.

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising,
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive damages
arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold harmless BOBCAPS
and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the “Losses”) which
BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or MAYBANK as a result of
any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly occasioned by or result from or
are attributable to anything done or omitted in relation to or arising from or in connection with this report.

Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it available
to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report shall be solely
at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard.

No distribution into the US:
This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated
investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or such other
affiliate as determined by Malayan Banking Berhad.

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.

By accepting this report, you agree to be bound by the foregoing limitations.
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