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The FY22 annual report of Solar Industries India (SOIL) focusses on the company’s
robust growth journey through its enhanced offerings and rising opportunities. After
a strong FY22 (57%/60% YoY revenue/PAT growth), it aims to continue its robust and
profitable growth journey with a target to deliver 30% YoY revenue growth in FY23.
The growth is likely to be aided by (1) rising capex in India for infrastructure, real
estate, mining and allied industries, which would propel explosives demand, (2)
widening presence in overseas markets through new plants and (3) a scale up in the
defence business led by government’s accelerating indigenization and SOIL’s
broadening product portfolio.

Industrial explosives continues to offer robust growth prospects

In the domestic market, the industrial explosive consuming end user industries such as
mining, construction, roads, railways, ports, airports etc have a healthy capex outlay
lined up. This will result in good demand for industrial explosives, of which SOIL will be
a major beneficiary due to its market leadership position. During FY22, SOIL won large
orders worth Rs14.7bn from Coal India to supply explosives over a two-year period,
leading to a 202% YoY jump in its domestic explosive order book to Rs25.1bn, its highest
ever level. Post FY22, it has received another large explosives order worth Rs15.6bn from
Singareni Collieries (supply over two years) in May’22, which has further enhanced its
revenue visibility. In international markets, SOIL continues to widen its presence and has
a new cartridge explosive plant proposed in Australia and a foray planned in Thailand,
which would expand SOIL’s manufacturing base to 10 countries.

Accelerating indigenization to boost defence business

Defence indigenization has been rising with 25% of defence R&D budget earmarked for
private sector, 68% of defence capex assigned for domestic procurement and $25bn
turnover aimed by 2025. SOIL’s defence capabilities are rising and product portfolio is
widening with FY22 marking successful commercial production of multi-mode hand
grenades as well as foray in drones and loitering munitions.

Cash flow and working capital analysis over FY12-22

Over FY12-22, OCF has risen by 20% CAGR compared to 15%/16% CAGR in revenue/PAT.
Ex-cash NWC cycle has remained broadly stable at 100 days. Over FY12-22, OCF/EBITDA
was 61% while OCF/PAT was 107%. Over FY12-22, the conversion of OCF (Rs24.6bn) to
FCF (Rs4bn) was 16% as explosives industry is capex intensive. Fixed asset turns are in
the range of 2x. Return ratios are decent with FY22 RoE/pre-tax RoCE of 25% each.

Reiterate BUY rating with a target price of Rs3,400

We expect a strong revenue/earnings CAGR of 22%/29% over FY22-24E. The valuations
are likely to remain rich as SOIL offers (1) market leadership, strong growth prospects
and robust margin profile in a licensed-controlled explosive industry with high entry
barriers and (2) imminent defence scale-up. We reiterate BUY rating on the stock with a
target price of Rs3,400 based on 42x FY24E earnings (1.4x PEG ratio).

Financial and valuation summary

Market Data

Bloomberg: SOILIN
52 week H/L: 3,192/1,546
Market cap: Rs248.7bn
Shares Outstanding: 90.5mn
Free float: 26.9%
Avg. daily vol. 3mth: 54,998
Source: Bloomberg

Changes in the report

Rating: Unchanged
Target price: Unchanged

EPS: Unchanged

YE Mar (Rs mn) FY20A FY21A FY22A FY23E FY24E
Revenues 22,373 25,156 39,476 48,816 58,623
EBITDA 4,343 5,146 7,473 9,275 11,666
EBITDA margin (%) 19.4 205 18.9 19.0 19.9
Adj. Net profit 2,674 2,764 4,413 5,635 7,319
Adj. EPS (Rs) 296 305 488 623 0.9
EPS growth (%) (0.1) 33 59.7 27.7 29.9
PE (x) 935 90.5 56.7 44.4 34.2
EV/EBITDA (x) 58.7 498 345 27.9 222
PBV (x) 18.1 15.8 13.1 10.4 8.3
RoE (%) 20.4 18.7 253 26.1 27.0
RoCE (%) 17.1 14.4 18.6 19.6 209

Source: Bloomberg, Centrum Broking
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Shareholding pattern

Mar-22 Dec-21 Sep-21 Jun-21

Promoter 73.2 73.2 73.2 73.2
Flls 6.3 6.4 5.8 5.5
Dlls 15.0 15.4 16.2 16.7

Public/other 5.6 5.1 49 4.7

Source: BSE
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Thesis Snapshot

Estimate revision

YE Mar (Rs mn) FT:::; FYE?;: % chg FLZ:; FY%:E % chg
Revenue 48,816 48,816 - 58,623 58,623 -
EBITDA 9,275 9,275 - 11,666 11,666 -
EBITDA margin 19.0 19.0 - 19.9 19.9 -
Adj. PAT 5,635 5,635 - 7,319 7,319 -
Diluted EPS (Rs) 62.3 62.3 - 80.9 80.9 -

Source: Centrum Broking

Solar Industries India versus NIFTY Midcap 100

im 6m 1 year
HAVL IN (3.4) 7.7 71.0
NIFTY Midcap 100 (7.2) (10.3) (2.3)

Source: Bloomberg, NSE

Valuations

We value SOIL at 42x FY24E EPS and arrive at the target price of Rs3,400.
Valuations Rs/share
FY24E EPS 80.9
PE (x) 42
Target price per share 3,400

P/E mean and standard deviation
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; "
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Centrum vs consensus A
a4 g g q

YE Mar (Rs bn) Centrum Consensus Variance Centrum Consensus Variance ﬁ g ° g g

FY23E FY23E (%) FY24E FY24E (%) Mu. = O u =

ean
Revenue 48,816 49,084 -0.5 58,623 57,017 2.8 = o == o Mean + Std Dev = = = = Mean - Std Dev
EBITDA 9,275 9,433 17 11,666 11,367 26 EV/EBITDA mean and standard deviation
EBITDA Margin 19.0 19.2  (20bps) 19.9 19.9 -
PAT 5,635 5,794 -2.7 7,319 7,092 3.2 35 4
EPS 62.3 63.9 -2.6 80.9 78.3 33 30 4
Source: Bloomberg, Centrum Broking
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Key assumptions 20 p‘bvd\v -
Y/E Mar FY23E FY24E 15 A
Revenue grOWth YOY (%) 10 T T T T T T T T T T T T T T 1
Sales to Coal India 15.0 13.0 NN ¥ ¥ ¥ g3 93 L2204 89 4949
Institutional sales 15.0 13.0 5 g @ 5 g @ 5 g @ 5 g E 5 8 E 5
Infra & Housing 20.0 18.0
Exports & Overseas 27.5 26.1 EV/EBITDA Mean
Defence 60.7 25.0 e e = » Mean + Std Dev @ e = © Vlean - Std Dev

Source: Centrum Broking

Source: Bloomberg, Centrum Broking
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Segment wise highlights from Annual Report

Domestic market

The Indian economy offers promising prospects for growth of SOIL. With better
opportunities, the government's focus on sectors like infrastructure and real estate and
emphasis on Atmanirbhar Bharat, Make in India, PM GatiShakti National Master Plan,
Pradhan Mantri Awas Yojana, and Housing for All, SOIL will capitalise on emerging
opportunities within the country. Enormous push given for infrastructure development with
great emphasis on Roads, Railways, Ports, Airports, among others will aid growth. Doubling
of highway construction to 25,000 KMs in FY 2022-23 and plan to construct 80 lakh houses

for weaker sections will result in good demand for explosives.

Exhibit 1: SOIL’s sales mix across product categories
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Source: Company Data, Centrum Broking
Exhibit 2: Domestic explosives volume trend - healthy uptick in FY22
M Explosives volume
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Source: Company Data, Centrum Broking
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Exhibit 3: Domestic explosives realization trend — Sharp rise in FY22

M Explosives realization
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Source: Company Data, Centrum Broking

Coal demand

Rapid urbanisation and industrialisation has increased the demand for metals and minerals.
Despite the preference for renewable energy, the demand for coal has not slumped. It is
still widely used for the generation of electricity as well as for industrial operations. As a
result, coal mining is expected to continue to grow as a dominant fuel in our energy basket.
As per the economic survey 2022, India will need 1.5 Billion Tons of Coal by 2030 despite
push on renewals. Domestic Coal is expected to grow by 10% annually.

Exhibit 4: Revenue from Coal India has been steady at 17-18% of total sales

s SOIL sales to Coal India —@— % share in total sales
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Source: Company Data, Centrum Broking
Exhibit 5: Revenue from Institutional sales (miners except Coal India)
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Source: Company Data, Centrum Broking
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Infrastructure and Housing

The key sectors driving packaged explosive demand for the infrastructure and housing
segment as well as their medium term outlook is summarised below:

®  Real Estate - Growing at 30% CAGR, market size likely to touch USS 1 trn by 2030 and
contribute 13% to GDP

B Cement & Limestone - 80MT capacity addition likely by FY24, highest in ten years

®  Steel and Iron Ore - The government has set a target of (a) increasing crude steel
production to 300 MT by 2030 which will require 444 Million Tons of Iron Ore and 180
Million Tons of Limestone and (b) raising rural steel consumption from 19.6 kg per
capita to 38 kg per capita by 2030-31

B Construction - Sector likely to grow at 7.1% per year to become world's third largest
market by 2025

B Road & infrastructure - 7% CAGR likely between 2022-27, budgeted expenditure of US$S
1.4 trn between 2020-25

®  Housing - Rs480bn allocation for PMAY urban & rural schemes

®  Mining - Significant scope for new mining capacities in iron ore, bauxite and coal.
Considerable opportunities for future discoveries of sub-surface deposits.

Exhibit 6: Revenue from Infra & Housing segment — Back on a growth path
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Source: Company Data, Centrum Broking

Exhibit 7: Initiating systems revenue has grown consistently at 15% CAGR over FY17-22

I |nitiating systems revenue —@— As a % of total sales
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Source: Company Data, Centrum Broking
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Exhibit 8: Domestic explosives order book trend — FY22 boosted by Rs14.7bn CIL order
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Source: Company Data, Centrum Broking

Exports and Overseas markets

Growing population and fast urbanisation are two factors that create enormous prospects
for industrial and commercial operations that require explosives. There has been a steady
demand growth from the mining end-use industry. This growth has been observed more in
the European region and East Asian countries. Moreover, looking at the types of explosives,
demand for bulk explosives is likely to grow at rapid pace, particularly from the coal mining
and metal mining industry. Growth in the construction industry is expected to have a
positive impact on the demand for industrial explosives market. Demand is increasing due
to ongoing developments in the transportation, commercial, and residential sectors. In the
past few years, the tunnel making sector has grown owing to high transportation
development activities for railways and roadways. Roadway development is being carried
out on a large scale in developing countries such as China, UAE, Saudi Arabia, and India. The
global industrial explosive market is expected to reach US$16bn by 2027, growing at 5.4%
CAGR over 2021-27. Demand in the Asia Pacific region is also expected to surge due to the
development of housing and infrastructure projects and improvements in the public transit
systems including railways and roadways. It is also expected to increase the number of road
development projects and tunnelling activities, which are heavily reliant on the usage of
industrial explosives.

Exhibit 9: Exports & Overseas revenues have clocked robust CAGR of 25% over FY17-22
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Source: Company Data, Centrum Broking
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The global economy is poised for a moderate growth (4.4% likely in 2022 vs. 5.9% in 2021)
due to rising inflation, rising energy prices, supply disruption and monetary tightening.
Among countries where SOIL has presence, economic outlook is good in Australia, South
Africa, Ghana and Tanzania, while the economy growth for 2022 looks challenging for
Turkey, Nigeria and Zambia.

SOIL has proposed a cartridge plant in Australia, which will be a key investment area to aid
SOIL’s growth and shorten the delivery time to the customers. Besides upcoming plants at
Australia and Indonesia, SOIL has also planned a manufacturing plant in Thailand.

Country-wise sales and operating profit trend

Exhibit 10: Country wise sales mix
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Source: Company Data, Centrum Broking

Exhibit 11: Turkey - Flattish revenue due to currency devaluation, margin in 8-12% range

N Revenue . EBITDA —@— EBITDA Margin
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Source: Company Data, Centrum Broking.
* Note - Revenue and EBITDA comprises data from two companies namely Solar Patlayici and Solar Madencilik.
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Exhibit 12: Nigeria — 26% revenue CAGR over FY18-22, EBITDA margin healthy at ~15%
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Source: Company Data, Centrum Broking

Exhibit 13: Zambia — 33% revenue CAGR over FY19-22, sharp margin decline in FY22
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Exhibit 14: South Africa — Lower scale leads to operating loss; sales scaling up gradually
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Exhibit 15: Ghana — Commercial operations begins
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Exhibit 16: Australia — Meaningful revenue booking yet to start
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Defence segment

Defence measures highlighted in the annual report, which will aid SOIL’s defence segment
are as follows:

For accelerating indigenization in the Indian defence sector and saving valuable forex
reserves for other capex activities, government has earmarked 25% of the defence R&D
budget for the private sector which is aimed to end the public sector's supremacy over
defence production in the country.

With Atmanirbharta' in mind, 68% of the defence capex budget is assigned for domestic
procurement (up 10% YoY) which will eventually reduce India's import dependence for
defence products.

By 2025, the government intends to have a turnover of $25 billion including exports of
S5 billion in Aerospace and Defense goods and services.

351 companies have received 568 Defence Industrial Licenses from the government.
Out of these, a total of 113 companies covering 170 Defence Industrial Licenses have
conveyed commencement of production.

Successful commercial production of Multi-Mode Hand Grenades for the defence
sector makes SOIL the first choice and a notable trusted name among the private
players for any further (or repeat) orders.

Out of 1mn units MMHG order, 414,304 units are supplied in FY22 while the rest are
likely to be supplied in FY23E.

Exhibit 17: Defence revenue achieves meaningful jump in FY22
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Source: Company Data, Centrum Broking

Defence ramp-up with entry into drones and Loitering Munitions

To prep up its defence capabilities, SOIL has forayed into manufacturing of drones and
counter drones in FY22, which can be utilized for both offensive and defensive roles. In
offensive role these drones can be used to target enemy troops, bunkers, vehicles and
tanks. In defensive role, the anti-drone system are capable of soft kill and hard kill using
micro-missiles. SOIL will be the first Indian company to completely indigenize production of
Loitering Drones (also called as Suicide or Kamikaze drones) and will prove to be an
important step in SOIL's commitment of making India self-reliant.

Centrum Institutional Research
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Exhibit 18: Defence order book aided by MMHG order of 1mn units worth Rs4.1bn in FY21

m Defence Order Book
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Source: Company Data, Centrum Broking

Other update

Product Quality Improvements

SOIL is improving production facilities and internal capabilities by developing new and
improved products in India to cement its position in an evolving market. SOIL has also
invested in developing new products and will keep identifying opportunities to channel
advanced technologies. They have invested in Sky Root Aerospace, ZMotion Systems
Automation, apart from building a state-of-the-art centre of excellence where innovative
ideas are given wings. They will keep identifying such opportunities to enhance their
technological prowess.

Key Risks:

Identified high risk areas: (1) Economic and geo-political uncertainty, (2) Volatile raw
material price, mainly of Ammonium Nitrate, industrial chemicals and fuel.

Identified medium & low risk areas: (1) climate change, (2) reducing share from existing
customers due to competition, (3) technological obsolescence and cyber threat, (4) logistics
challenge and supply chain.

Centrum Institutional Research
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Analysis of cash flows and balance sheet
over the past decade

SOIL has seen a healthy trend of consistent improvement in operating cash flow generation
over the years with OCF rising by 20% CAGR over FY12-22 compared to 15%/16% CAGR rise
in revenue/PAT over the same period. Ex-cash net working capital has remained broadly
stable at 100 days. Over FY12-22, total OCF/EBITDA ratio stood at 61% while OCF/PAT was
107%. Over FY12-22, the conversion of OCF (Rs24.6bn) to FCF (Rs4bn) has been at 16% as
explosives industry has a high capex intensity (average annual capex of “Rs1.9bn over the
past decade). While fixed asset turns are in the range of 2x, the return ratios in FY22 are
decent with RoE/pre-tax RoCE of 25% each.

Healthy cash flows from operations

Operating cash flow in FY22 remained healthy and stood at Rs3bn, however, it was down
YoY from Rs3.5bn in FY21 due to increase in working capital by Rs3.1bn in FY22. Over FY12-
22, OCF has risen by 20% CAGR from Rs480mn in FY12 to Rs3bn in FY22, outpacing
revenue/PAT CAGR of 15%/16% over the same period.

Exhibit 19: Cash flow from operations — consistently rising trend

M Op profit before Wk cap change (Rsmn) B Wk cap change (Rsmn) OCF (Rsmn)

6,000 -

4,000 A

2,000 A

(Rsmn)

(2,000) -

(4,000)
FY12  FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21  FY22

Source: Company Data, Centrum Broking

Analysis of working capital movement

Over FY12-22, ex cash NWC has largely remained at ~100 days, except FY18/19 when it was
86/72 days, respectively. In FY22, ex-cash NWC was 99 days, similar to FY20/21 level of
94/101 days. Inventory days in FY21/22 were higher at 64/66 days compared to historical
range of 45-55 days. Debtor days declined to 50 days in FY22 compared to 66 days in FY21
and an average of 62 days over the past decade. Creditor days were higher at 42/43 days in
FY21/22 compared to a range of 20-27 days over FY12-20.

Exhibit 20: Net Working capital days — on a reducing trend

I Inventories s Debtors Other current assets
Creditors mmmm Other current liabilities —=e— Ex-cash NWC
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Source: Company Data, Centrum Broking
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Exhibit 21: OCF/PAT

Exhibit 22: OCF/EBITDA
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Source: Company Data, Centrum Broking

High capex intensity sector; OCF to FCF conversion at 16% over
the past decade

Explosives manufacturing is a high capital intensive sector. SOIL has consistently invested
back in the business (average capex of Rs1.9bn over FY12-22), for increasing its market
share and manufacturing presence in domestic market, as well as expanding manufacturing
bases in overseas markets and to scale up defence portfolio. Hence, the conversion of OCF
to FCF stands at 16% over the past decade, which is reasonable according to us. Compared
to total OCF of Rs24.6bn over FY12-22, the total FCF conversion stood at Rs4bn. In FY22,
FCF was lower at Rs104mn (vs. Rs917mn YoY) as capex was higher at Rs2.9bn (vs. Rs2.6bn
YoY) while OCF was lower at Rs3bn (vs. Rs3.5bn YoY).

Exhibit 23: OCF to FCF conversion trend

B OCF (Rsmn)  ® Capex (Rsmn) FCF (Rsmn)
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Source: Company Data, Centrum Broking

Fixed asset turn has averaged 2x

Over FY12-FY22, SOIL’s fixed asset turnover has averaged at 2x, which is in-line with the
industry norms. As explosive manufacturing has a high capex intensity, the gross block base
also needs to increase consistently in line with revenue growth. Compared to initial years,
the fixed asset turn was lower at 1.6x in FY20 and FY21 due to recent commissioning of
overseas and domestic manufacturing plants as well as investment in defence, but
normalized to 2.2x in FY22.

Exhibit 24: Fixed asset turn — in-line with industry at 2x

FY12 FY13 FY14 FY15 FYle FY17 FY18 FY19 FY20 FY21 FY22
Fixed Asset turn (x) 2.9 2.6 2.0 19 1.6 19 19 2.1 1.6 1.6 2.2

Source: Company Data, Centrum Broking
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Stable debt/equity; decent return ratios:

Leverage on SOIL’s balance sheet has remained stable with net-debt/equity in the range of
0.3x. Despite capex, SOIL wants to restrict net debt/equity up to 0.5x. The return ratio
profile has risen in FY22 with RoE/pre-tax RoCE at ~25% each. The return ratio profile
improved in FY22 led by scale up in defence business and higher fixed asset turn.

Exhibit 25: Leverage ratios

Leverageratios (x) FY12 FY13 FY14 FY15 FYle FY17 FY18 FY19 FY20 FY21 FY22
Net Debt/Equity 0.5 0.4 0.4 0.4 0.4 0.4 0.3 0.3 0.3 0.3 0.4

Source: Company Data, Centrum Broking

Exhibit 26: Return ratios

Return Ratios (%) FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22

RoE 29.3 25.8 20.8 22.5 21.2 21.5 21.9 23.1 20.4 18.7 25.3
RoCE (Pre-tax) 29.7 21.4 18.3 20.5 24.8 23.2 25.4 27.7 20.6 19.8 24.8
RolC (Pre-tax) 29.3 22.7 20.1 22.2 25.3 23.7 26.2 28.6 19.7 20.2 25.5

Source: Company Data, Centrum Broking
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Key financial parameters

Exhibit 27: Revenue trend Exhibit 28: Margins trend
. Revenue trend —@— YoY growth % —@— Gross Margin —@— EBITDA Margin
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Exhibit 29: Return ratios trend Exhibit 30: Net profit trend
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Exhibit 31: Fixed Asset turnover trend

—@— Fixed Assets Turnover
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Exhibit 32: Cash conversion cycle trend

—@— Inventory  —@— Debtor ---@--- Creditor
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Source: Company Data, Centrum Broking

Exhibit 33: Ex-cash net working capital trend
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Balance sheet

YE Mar (Rs mn) FY20A FY21A  FY22A FY23E FY24E YE Mar (Rs mn) FY20A FY21A  FY22A FY23E FY24E
Revenues 22,373 25,156 39,476 48,816 58,623 Equity share capital 181 181 181 181 181
Operating Expense 12,150 13,468 23,273 28,069 33,415 Reserves & surplus 13,620 15,613 18,962 23,782 30,015
Employee cost 2,066 2,306 2,896 3,515 4,162 Shareholders fund 13,801 15,794 19,143 23,963 30,196
Others 3,814 4,236 5,834 7,957 9,380 Minority Interest 515 627 1,006 1,006 1,006
EBITDA 4,343 5,146 7,473 9,275 11,666 Total debt 6,102 7,861 8,661 9,561 10,261
Depreciation & Amortisation 845 935 1,093 1,207 1,322 Non Current Liabilities 0 0 0 0 0
EBIT 3,498 4,211 6,380 8,068 10,344 Def tax liab. (net) 533 461 423 784 784
Interest expenses 550 454 503 565 614 Total liabilities 20,951 24,744 29,233 35,315 42,248
Other income 411 214 197 226 260 Gross block 13,830 15,283 18,206 23,417 27,417
PBT 3358 3971 6,074 7,729 9,990 Less: acc. Depreciation (2,356) (3,119) (4,042) (5,249) (6,571)
Taxes 571 1,090 1,520 1,945 2,514 Net block 11,474 12,165 14,164 18,168 20,847
Effective tax rate (%) 17.0 27.5 25.0 25.2 25.2 Capital WIP 1,522 2,824 2,211 1,000 1,000
PAT 2,787 2,881 4,555 5,784 7,475 Net fixed assets 13,735 15,804 17,231 20,024 22,702
Minority/Associates (112) (117) (142) (149) (156) Non Current Assets 1,214 1,524 2,242 3,173 3,811
Recurring PAT 2,674 2,764 4,413 5,635 7,319 Investments 24 10 182 182 182
Extraordinary items 0 0 0 0 0 Inventories 3,310 4,405 7,189 8,459 9,613
Reported PAT 2,674 2,764 4,413 5,635 7,319 Sundry debtors 3,703 4,555 5,411 7,757 9,958
= Cash & Cash Equivalents 1,201 1,812 988 641 1,354
Loans & advances 5 3 m s
YE Mar FY20A FY21A FY22A FY23E  FY24E o irrent assets 1564 1,446 2,969 3,661 4,690
Growth (%) Trade payables 1,544 2,861 4,649 5383 5951
Revenue (00) 124 569 237 201 Girercyrrentliab, 2,208 1,873 2287 3,173 4,104
EBITDA (13.5) 18.5 452 241 258 Provisions 105 117 125 125 125
Adj. EPS (0.1) 33 597 277 299 petcurrent assets 5978 7,406 9,577 11,936 15553
Margins (%) Total assets 20,951 24,744 29,233 35315 42,248
Gross 45.7 46.5 41.0 42.5 43.0
EBITOA 194 205 189 190 199
EBIT 15.6 16.7 16.2 16.5 17.6 YE Mar (Rs mn) FY20A FY21A FY22A FY23E FY24E
Adjusted PAT 12.0 11.0 11.2 11.5 12.5 Profit Before Tax 3,358 3,971 6,074 7,729 9,990
Returns (%) Depreciation & Amortisation 845 935 1,093 1,207 1,322
ROE 20.4 18.7 25.3 26.1 27.0 Net Interest 550 454 503 565 614
ROCE 17.1 14.4 18.6 19.6 209  Net Change - WC (1,032) (1,127) (3,714) (3,635) (3,542)
ROIC 16.4 14.7 19.1 19.7 21.0 Direct taxes (942) (1,162) (1,558) (1,584) (2,514)
Turnover (days) Net cash from operations 2,668 2,954 2,255 4,133 5,713
Gross block turnover ratio (x) 1.6 1.6 2.2 2.1 2.1  Capital expenditure (2,142) (2,927) (2,479) (4,000) (4,000)
Debtors 63 60 46 49 55  Acquisitions, net 0 0 0 0 0
Inventory 92 105 91 102 99 Investments 303 14 (173) 0 0
Creditors 48 60 59 65 62 Others 0 0 0 0 0
Net working capital 98 107 89 89 97  Net cash from investing (1,839) (2,914) (2,652) (4,000) (4,000)
Solvency (x) FCF 829 40 (397) 133 1,713
Net debt-equity 0.3 0.4 0.4 0.4 0.3 Issue of share capital 0 0 0 0 0
Interest coverage ratio 7.9 11.3 14.9 16.4 19.0  Increase/(decrease) in debt 1,457 1,760 800 900 700
Net debt/EBITDA 1.1 1.2 1.0 1.0 0.8 Dividend paid (543) (543) (679) (815) (1,086)
Per share (Rs) Interest paid (550) (454) (503) (565) (614)
Adjusted EPS 29.6 30.5 43.8 62.3 80.9  Others (909) (192 (46) 0 0
BVPS 1525 1745 2115 264.8  333.7  Net cash from financing (545) 571  (428)  (479) (1,000)
CEPS 38.9 40.9 60.8 75.6 95.5 Net change in Cash 284 611 (825) (346) 713
DPS 6.0 6.0 7.5 9.0 12.0  Source: Company, Centrum Broking
Dividend payout (%) 20.3 19.6 15.4 14.5 14.8
Valuation (x)
P/E 93.5 90.5 56.7 44.4 34.2
P/BV 18.1 15.8 13.1 10.4 8.3
EV/EBITDA 58.7 49.8 34.5 279 22.2
Dividend yield (%) 0.2 0.2 0.3 0.3 0.4
Source: Company, Centrum Broking
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Disclaimer

Centrum Broking Limited (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock
Exchange of India Ltd. (NSE). Our holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has
Investment Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group. Our research
professionals provide important inputs into the Group's Investment Banking and other business selection processes.

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses
and may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report. Our
Company and Group companies and their officers, directors and employees, including the analysts and others involved in the preparation or issuance of this
material and their dependants, may on the date of this report or 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. Centrum or its affiliates do not own 1% or more in the equity of this company Our sales
people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that
are 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. We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/
information inconsistent or different those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other
things, may give rise to or potential conflicts of interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of
information contained in one or more areas within us, or other areas, units, groups or affiliates of Centrum. Centrum or its affiliates do not make a market in
the security of the company for which this report or any report was written. Further, Centrum or its affiliates did not make a market in the subject company’s
securities at the time that the research report was published.

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy,
purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with
any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information
of the clients of Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time. Centrum will not treat
recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial
situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be
suitable for all investors. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which
the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other
countries. The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. Persons who may
receive this document should consider and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek
professional/financial advice. Any such person shall be responsible for conducting his/her/their own investigation and analysis of the information contained
or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this document.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant
uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on
which the projections and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over
time. All projections and forecasts described in this report have been prepared solely by the authors of this report independently of the Company. These
projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accepted accounting principles. No
independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of
the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any
other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections
and forecasts described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and
forecasts.

The price and value of the investments referred to in this document/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.
Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without
notice. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult regarding any potential investment. Centrum and
its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currencies 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. Certain transactions including those involving
futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please
ensure that you have read and understood the current risk disclosure documents before entering into any derivative transactions.

This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No representation
or warranty, express or implied is made that it is accurate or complete. Centrum has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions expressed in this document/material
are subject to change without notice and have no obligation to tell you when opinions or information in this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication
may not be distributed to the public used by the public media without the express written consent of Centrum. This report or any portion hereof may not be
printed, sold or distributed without the written consent of Centrum.

The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information.

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained
herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your
information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The distribution of this
report in other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves about, and observe any
such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this report is accurate or
complete.
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The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and
are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report
and there can be no assurance that future results or events will be consistent with any such opinions, estimate or projection.

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its
directors or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its directors
or any other person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors or any other person
accepts any liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith.

Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months. Centrum and affiliates
have not received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
service in respect of public offerings, corporate finance, debt restructuring, investment banking or other advisory services in a merger/acquisition or some
other sort of specific transaction.

As per the declarations given by them, Mr. Chirag Muchhala & Mr. Rahul Kumar Mishra, research analyst and and/or any of their family members do not serve
as an officer, director or any way connected to the company/companies mentioned in this report. Further, as declared by them, they are not received any
compensation from the above companies in the preceding twelve months. They do not hold any shares by them or through their relatives or in case if holds
the shares then will not to do any transactions in the said scrip for 30 days from the date of release such report. Our entire research professionals are our
employees and are paid a salary. They do not have any other material conflict of interest of the research analyst or member of which the research analyst
knows of has reason to know at the time of publication of the research report or at the time of the public appearance.

While we would endeavour to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are
under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from
doing so.

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or Centrum policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances.
This report is not directed to, 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 or regulation or which would subject Centrum
Broking Limited or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person
unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in
Canada or used by private customers in United Kingdom. The information contained herein is not intended for publication or distribution or circulation in any
manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly
authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and
Exchange Board of India before investing in Indian Securities Market.

Ratings definitions

Our ratings denote the following 12-month forecast returns:
Buy — The stock is expected to return above 15%.

Add — The stock is expected to return 5-15%.

Reduce — The stock is expected to deliver -5-+5% returns.
Sell — The stock is expected to deliver <-5% returns.
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Disclosure of Interest Statement

1 Business activities of Centrum Broking Centrum Broking Limited (hereinafter referred to as “CBL”) is a registered member of NSE (Cash, F&O and Currency Derivatives

Limited (CBL) Segments), MCX-SX (Currency Derivatives Segment) and BSE (Cash segment), Depository Participant of CDSL and a SEBI registered
Portfolio Manager.
2 Details of Disciplinary History of CBL CBL has not been debarred/ suspended by SEBI or any other regulatory authority from accessing /dealing in securities market.
3 Registration status of CBL: CBL is registered with SEBI as a Research Analyst (SEBI Registration No. INH0O00001469)

4 Whether Research analyst’s or relatives’ have any financial interest in the subject company and nature of such financial interest

5 Whether Research analyst or relatives have actual / beneficial ownership of 1% or more in securities of the subject company at the end of the month
immediately preceding the date of publication of the document.

6 Whether the research analyst or his relatives has any other material conflict of interest

7 Whether research analyst has received any compensation from the subject company in the past 12 months and nature of products / services for which
such compensation is received

8 Whether the Research Analyst has received any compensation or any other benefits from the subject company or third party in connection with the
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9 Whether Research Analysts has served as an officer, director or employee of the subject company
10 Whether the Research Analyst has been engaged in market making activity of the subject company.
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