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Greenpanel Industries

BUY CMP Rs165 Target Rs230 Upside 39.4%

Exuberant performance

Valuation and Outlook

v" Greenpanel Industries delivered an exuberant performance during Q3FY21
showcasing its top notch execution qualities with a beat on all fronts. Company’s
MDF division witnessed phenomenal volume growth of 43.2% y/y on the back of
(1) 20-25% MDF industry growth led by pick-up in usage of ready made furniture
and displacement of low end plywood by MDF combined with (2) aggressive
product penetration strategies as the company increased its dealer network by
~22% during 9MFY21. This along with cost optimization and operating leverage
resulted into EBITDA growth of ~105% y/y for MDF division during Q3FY21.

v' Based on the sublime performance during Q3FY21, we upgrade our EBITDA
estimates for Greenpanel by 28.7%/16.2%/21.2% for FY21E/FY22E/FY23E
respectively. Further, we factor in sales/EBITDA/PAT CAGR of 21%/32%/89%
over FY21E-FY23E. Cash flow generation would be primarily deployed towards
deleveraging wherein net debt should reduce from Rs 5.45 bn in FY20 to Rs 2.02
bn by FY23E.

v"In terms of stock price movement, post our initiation on Greenpanel at CMP of Rs
112 (report dated 21/12/2020), stock has achieved our first target of Rs 174. We
upgrade our FY23E EPS from Rs 9.4 to Rs 12.4 and accordingly upgrade our TP for
Greenpanel to Rs 230 - assigning DCF derived P/E multiple of 18.5x on FY23E.
We maintain our BUY rating on the stock.

Key Result and con-call highlights

v" Volumes: MDF volumes at 123,723 cbm (vs our est. of 100,736 cbm) grew by
43.2% y/y and 50.6% q/q on account of higher demand for ready-made furniture
and shift in preference from low-end plywood to MDF. Moreover, Greenpanel
added 230 dealers since beginning of FY21 which accelerated MDF volume
growth. Domestic volumes stood at 100,000 cbm and exports came in at 23,723
cbm. Plywood volumes during Q3FY21 grew by 12% y/y & 18% q/q to 2.52 msgm
(vs our est. of 2.15 msgm). In plywood segment, company added ~50 dealers since
July 2020.

v" Realizations: MDF realizations improved by 4.4% y/y to Rs 20,138/cbm (vs. our
est of Rs 20,410/cbm) while Plywood realizations declined 5.6% y/y & 1% q/q to
Rs 244/sqm (vs our est. of Rs 247/sgm). Company has undertaken price hikes in
MDF division to the tune of 3-6% sequentially in Dec 20 and Jan 21 across regions
primarily to mitigate 10% increase in raw material prices.

v' Utilizations: MDF blended utilizations for Q3FY21 stood at 93% wherein
Uttarakhand/Andhra utilizations stood at 108%/85% respectively. Plywood
utilizations came in at 87%. Going ahead, management expects to achieve peak
utilizations of 100-110% in MDF division by FY22E. In terms of incremental supply
in MDF industry, only capacity expected in near term is of Rushil's - 800 cbm/day
capacity is expected to commence production in FY22E. Century ply is planning to

add MDF capacity, however it is unlikely to come before FY23E.
KUNAL SHAH
v" Sales: Owing to extremely sharp increase in MDF volumes, total sales came in at Lead Analyst

Rs 3,169 mn (vs our est. of Rs 2,589 mn) translating into sturdy growth of 34.5%
y/y and 41% q/q. MDF sales came in at Rs 2,549 mn (+44% y/y & 48% q/q)
wherein domestic/exports sales stood at Rs 2,170 mn/ Rs 323 mn respectively.
The Dealer-OEM sales mix stood at 70:30 during Q3FY21. Company expects to
maintain double digit growth in Q4FY21 as well. Additionally, management AMAR AMBANI, Sr. President, Head of Research
expects MDF industry to grow by 15-20% in next fiscal and plywood industry to
report steady 5-7% growth.
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INSTITUTIONAL EQUITIES

AN

EBITDA: For Q3FY21, EBITDA stood at Rs 684 mn (vs our estimates of Rs 445 mn); a
phenomenal growth of 96.8% y/y & 47.9% q/q. EBITDA margins: With higher operational
efficiency backed by cost saving measures, EBITDA margins improved to 21.6% Vs
14.8%/20.6% in Q3FY20/Q2FY21 respectively. MDF margins came in at 24.5% Vs 17.2% in
Q3FY20 and plywood margins came in at 14.7% Vs 11.5% in Q3FY20. Going ahead,
management expects to expand MDF margins by 50-100bps and Plywood margins to come
inat 15% by FY22E.

ROE/ROCE for quarter stood at 19.2%/17.8% respectively. Pre-tax ROCE is expected to
improve from 17.8% to 22% and post-tax ROCE should expand to 18-18.5% in FY22E.

<
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Capex in FY22 will be ~Rs 550 mn which will be utilized for (1) expanding MDF annual
capacity from 540,000 cbm to 650,000 cbm wherein new capacity will be only of thick MDFs
and is expected to get operational by Nov-Dec 2021 and (2) operational capex for reduction
in consumption of wax (RM for MDF manufacturing) by 30%.

Net Debt stood at Rs 4.52 bn in Q3FY21 which is expected to reduce to Rs 4 bn by Q4FY21E
and to Rs 2.5 bn by FY22E.

<

Exhibit 1: Q3FY21 Result tables

(Rs mn) Q3FY21 Q3 FY20 % yoy Q2FY21 % qoq
Revenue 3,169 2,356 34.5% 2,249 40.9%
COGS 1,409 1,110 26.9% 957 47.3%
GP 1,761 1,246 41.3% 1,292 36.2%
GP (%) 55.5% 52.9% 266.3bps 57.5% (191.4bps)
Employee cost 252 254 (0.9%) 226 11.6%
Other cost 825 644 28.0% 604 36.5%
Operating Profit 684 348 96.8% 463 47.9%
OPM (%) 21.6% 14.8% 683.2bps 20.6% 101.5 bps
Other Income 4 6 (32.8%) 2 112.1%
Depreciation 174 171 1.6% 173 0.6%
EBIT 514 182 182.1% 291 76.4%
Interest 142 170 (16.6%) 127 11.6%
PBT 372 12 3026.2% 164 126.7%
Tax 68 7 864.3% (20) -
PAT 305 5 6114.7% 184 65.4%
PAT (%) 9.6% 0.2% 940.0bps 8.2% 142.1bps
Volume Q3 FY21 Q3 FY20 % yoy Q2FY21 % qoq
Plywood (sqm) 25,20,000 22,54,704 11.8% 21,36,232 18.0%
MDF (cbm) 123,723 86,369 43.2% 82,133 50.6%
Segmental Revenue (Rsmn) Q3 FY21 Q3FY20 % yoy Q2FY21 % qoq

Plywood 621 585 6.0% 530 17.1%
MDF 2,549 1,771 44.0% 1,719 48.3%
Avg Realization (Rs) Q3 FY21 Q3 FY20 % yoy Q2FY21 % qoq

Plywood (per sqm) 244 259 (5.6%) 246 (1.0%)
MDF(per cbm) 20,138 19,296 4.4% 20,926 (3.8%)
EBITDA (%) Q3FY21 Q3 FY20 % yoy Q2FY21 % qoq

Plywood 14.70% 11.50% 320bps 16.40% (170bps)
MDF 24.50% 17.20% 730bps 21.80% 270bps
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EBITDA (Rs mn) Q3 FY21 Q3 FY20 % yoy Q2FY21 % qoq
Plywood 91 67 35.5% 87 4.9%
MDF 624 305 105.1% 375 66.7%
Exhibit 2: Financial Summary
Financial Overview (Rs mn) FY20 FY21E FY22E FY23E
Ply-Vol (Mn sqm) 8.5 7.9 8.9 9.5
MDF- Vol (cbm) 316,022 381,818 473,618 583,714
Net sales 8,766 9,857 11,992 14,411
EBITDA 1,378 1,802 2,336 3,140
EBITDA% 15.7% 18.3% 19.5% 21.8%
Net Profit 145 426 862 1,523
Net Profit (%) 1.7% 4.3% 7.2% 10.6%
EPS 1.2 3.5 7.0 12.4
CFI (223.4) (150.0) (300.0) (300.0)
Net Debt 5,454 4,598 3,627 2,017
Net Debt/Equity (x) 0.8 0.7 0.5 0.2
Net Debt/EBIDTA (x) 4.0 2.6 1.6 0.6
ROE (%) 2.4% 6.1% 10.9% 16.2%
ROCE (%) 5.9% 9.7% 14.3% 21.3%
P/E (x) 24.2 47.4 235 133
P/B (x) 0.5 2.9 2.6 2.1
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DISCLAIMER

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

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

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

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

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited

Registered Office: Unit No. 602 A, 6th Floor, Tower 1 & 2, One
International Center, Senapati Bapat Marg, Elphinstone Road, Mumbai -
400013, Maharashtra, India.

Tel: +91-22-71123123 | Email: research@ysil.in |
Website: www.yesinvest.in

DISCLOSURE OF INTEREST

Name of the Research Analyst : Kunal Shah

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

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
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2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
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Research Analyst has served as an officer, director or
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YSL has received any compensation from the subject
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services other than investment banking or merchant
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in the past twelve months

No

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

YSL has managed or co-managed public offering of

9 securities for the subject company in the past twelve No
months
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] making activity for the subject company(ies)

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

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

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

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