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Greenpanel Industries Ltd

Major headwinds factored, retain BUY!

Result Synopsis

The MDF biz of GREENP registered a decent volume of 137,265cbm, a growth of
10%YoY & 16%QoQ. Blended realizations declined sharply by 10%YoY & 8%QoQ
owing to higher sales from exports which stood at 31% of total volumes as compared
to 18%/21% in Q4FY22/Q3FY23 respectively wherein realizations contracted by
22%YoY & 6%QoQ. Consequently, margins of MDF biz came in at 21.9% (Vs est of
23%), as compared to 34.6%/25.6% in Q4FY22/Q3FY23 respectively. EBITDA/Cbm
stood at Rs6,159 as against Rs10,830/Rs7,830 in Q4FY22/Q3FY23 respectively.

Plywood biz witnessed major headwinds wherein volumes degrew by 17%YoY &
increased by mere 3%QoQ on account of tepid demand. Additionally, the rise in timber
cost led to sharp contraction in EBITDA margins which came in at 0.4% Vs 9.2%/7%
in Q4FY22/Q3FY23 respectively.

We expect MDF volumes to grow by 13%CAGR over FY23-FY25E on account of rapid
acceptance of MDF in domestic industry & realizations to degrow by 4%, hence
revenue should grow by 9% CAGR over similar period. Margins are likely to contract
to 24% in FY24E & FY25E, hence MDF’s EBITDA growth will be flattish over next 2-
years. For Plywood, we reckon volume & revenue to grow by 7%CAGR over FY23-
FY25E & margins should be ~8%. Hence, overall, we expect Revenue/EBITDA/PAT to
grow by 9%/5%/4% over FY23-FY25E. At CMP, stock has factored the multiple
headwinds which are likely to impact GREENPs performance & hence its trading at
P/E(x) of 14.7x/12.4x on FY24/FY25E EPS of Rs18.9/22.2 respectively. We have
valued the stock at 20x on FY25E EPS & arrived at a target price of Rs449, retaining
our BUY rating. (Imposition of ADD/CVD could lead to sharp upward revision in earnings
& re-rating of the stock).

Result Highlights

= Revenue stood at Rs4.41Bn, a degrowth of 6%YoY & a 5% sequential growth. MDF
segment revenue stood at 3.86Bn, remaining flattish YoY & increased by 7%QoQ.
Plywood revenue degrew sharply by 23%YoY & 5% QoQ.

=  MDF volumes came in at 137,265cbm (in-line with our est), registering a growth
of 10%YoY & 16%QoQ. Plywood volumes 2.04msgm, a decline of 17%YoY &
increase of 3%QoQ.

=  MDF ASP stood at Rs28,112/cbm as compared to Rs31,300/Rs30,585 in
Q4FY22/Q3FY23 respectively. Contraction in blended realization was primarily
due to higher exports as %total volumes which came in at 31% Vs 18%/21% in
Q4FY22/Q3FY23 respectively. Actual vs estimates.

Exhibit 1: Actual vs estimates

Estimate % Variation
Rsmn Actual YES YES Remarks
Consensus Consensus

Sales 4,414 4,529 4,637 (2.5)

Volumes were in-
EBITDA 763 1,028 1,024 (25.8) (25.5) line with
EBITPAO 17.3%  22.7% 22.1% -5 bps -5 bps estimates, but
Margin (%) margin contraction

i was steeper.

ﬁfi‘T“Sted 690 543 556 27.0 24.0 P

Source: Company, YES Sec
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=  Export realizations degrew by 22%YoY & 6%QoQ while domestic realizations remained
flattish YoY & declined by 3%QoQ. Plywood realizations also degrew by 7%YoY & 8%QoQ.

=  Owing to fall in ASP & higher input cost which came in at 46% as%sales in Q4FY23 Vs
39%/42% in Q4FY22/Q3FY23, the blended EBITDA margins contracted to 17% Vs
29%/22% in Q4FY22/Q3FY23 respectively.

= MDF margins came in at 21.9% as compared to 34.6%/25.6% in Q4FY22/Q3FY23
respectively, Hence EBITDA/cbm stood at Rs6,159 as against Rs10,830/Rs7,830 in
Q4FY22/Q3FY23 respectively. Moreover, plywood margins declined massively to mere
0.4% Vs 9%/7% in Q4FY22/Q3FY23 respectively.

= Net profit for the quarter stood at Rs690Mn, a growth of 83%QoQ & decline of 14.4%YoY.

Exhibit 2: Quarterly Snapshot:
Q2 Q3 Q4 Q1 Q2 Q3 | Q4 |

Rs mn FY22  FY22  FY22  FY23  FYy23  FY23 | Fy23 | 2YOY %ded  FY22 — FY23  “%yoy
Revenue 4222 4244 4701 4640 4573 4202 4414 (61) 51 16,250 17,828 9.7
Expenditure 3092 3133 3323 3324 3406 3,281 3,652 9.9 11.3 11,945 13,663 14.4
-RM 1,776 1,794 1,827 1778 1,887 1,753 2,040 11.7 164 6709 7,458 11.2
- Staff Cost 321 330 353 365 361 353 319 9.7) (9.6) 1,284 1,397 8.8
- Other cost 996 1,010 1,143 1,182 1,157 1,176 1,293 13.1 99 3953 4808 21.6
Operating Profit 1,130 1,111 1,378 1316 1,167 920 763 (44.7)  (17.1) 4305 4,166 (3.2)
OPM(%) 26.8 26.2 29.3 28.4 25.5 21.9 17.3 '11?:; "Efs’ 26.5 234 3;)35
Other Income 23 23 37 72 76 (40) 85! 1322 (310.9) 90 194 1162
Depreciation 193 184 183 182 182 183 172 (6.2) (6.1) 733 719 (1.9)
Interest 17 13 34 26 18 114 32 (44) (71.6) 171 190 11.4
Exceptional - - - - (61) - i - i - - - (61) -
PBT 942 936 1,198 1,179 1,105 583 644 (46.3) 104 3490 3511 0.6
Tax 271 305 392 403 380 208 (46) (111.7) (122.2) 1,084 944  (12.9)
PAT 671 631 806 776 725 376 690 (14.4) 83.6 2406 2566 6.7
ocl 2 0 - - - -1 25 - - 3 25 6426
Reported PAT 673 631 806 776 725 376 714 (11.4) 902 2409 2591 7.5
Adjusted PAT 671 631 806 776 725 376 1 690 ! (14.4) 83.6 2406 2566 6.7
Source: Company, YES Sec

Exhibit 3: Operational Numbers:

gzivlennu)e FY% FY%g FYgg FY% FY% F\gg FYgg ey B P2 A vy
MDF 3350 3,573 3,898 3,919 3,951 3616 1 3860 ! (1.0 68 13361 15346 149
Plywood 732 671 705 709 611 575 | 546 1 (22.6) (5.2) 2,560 2440  (4.7)
EBITDA | ;

MDF 1,305 1,090 1,349 1,305 1,201 926 | 845 | (37.3) (8.7) 4,361 4277  (1.9)
Plywood 100 66 65 81 45 40 2 (96.6)  (94.6) 281 169 (39.9)
EBITDA% | |

MDF 24.3 39.0 30.5 34.6 33.3 30.4 25.6 '12;)2 'iz)z 32.6 27.9 "LZ
Plywood 11.0 13.6 9.9 9.2 11.5 7.3 7.0 'iiz _?)?32 11.0 6.9 "L?)i
Volume

MDF (cbm) 137,044 120,724 124,539 125029 126,232 118,218 : 137,265 ' 10.2 161 495041 506,744 24
(F:LVS"(;’;()"’ 1.7 2.6 2.5 2.5 2.5 2.0 2.0 (17.1) 2.5 9.3 86  (7.6)
Avg ! :

Realizations

MDF/cbm 24445 29597 31,300 31,345 31,299 30,585 | 28,122 ! (10.2) (8.1) 26862 30283 127
Plywood/sgqm 279 272 286 282 299 289 ! 267 | (6.5) (7.5) 275 284 3.3

Source: Company, YES Sec
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Greenpanel Industries Ltd

KEY CON-CALL HIGHLIGHTS

Guidance: MDF- Volumes to grow by 13-15% for FY24 & margins to be in range of 23%-
25% (EBITDA/cbm should be ~Rs6,500-7,500). Domestic segment should grow in low-
double digit & exports to grow by 20%. For Plywood, management expects double digit
volume growth of ~10% & 8-10% margins.

Utilization of Uttarakhand plant stood at 85% & Andhra plant came in at 77%. Blended
utilization was 80% for the quarter. For FY23 utilization stood at 78% on 660,000cbm
capacity Vs 87% on 540,000cbm capacity in previous fiscal. Plywood unit operated at 70%
utilization in Q4FY23.

Recently company took a price hike of 8-10% in export markets. Domestic prices are
expected to remain stable for next fiscal.

Company incurred capex of Rs500Mn in FY23 (Rs110Mn in Q4FY23). Capex in FY24/FY25
will be Rs5Bn/500Mn respectively. New MDF (230,000cbm) will commence from Q2FY25E.

Gross debt will be ~Rs3Bn by FY24E.

In Q4, company had higher advertisement spends owing to IPL expenses and other branding
exercise which had a cumulative impact of Rs70Mn. For FY24, advertisement spend will be
~2.5% of sales.

On Anti-dumping duty, management is uncertain of the same. In case duty comes in, the
imports will not be a threat to business. Current price difference is ~10-20%.

Company did not take any price cuts in domestic markets for MDFs & do not intend to take
any cuts in coming fiscal as well.

For plywoods, volumes declined due to sluggish demand & GREENP refrained from taking
any price correction in this segment as well.

Plywood margins were under pressure due to lower volumes, higher timber cost & inventory
loss which had an impact of ~4% on margins.

Domestic MDF industry capacity stood at 1.75mn cbm in FY22 which expanded to 2.3mn
cbm in FY23 & the same is likely to witness addition of 1.15mn cbm in next 3-years by
organized manufacturers.

Timber cost in North/South stood at Rs5.5-5.6/3.8-3.9 per Kg as compared to Rs4.3-
4.4/3.1-3.2 per Kg in FY22. Management expects timber prices to remain stable at current
levels & do not foresee any major uptick.

For plywood segment, management is now inclined to take-up capacity expansion post
utilizing the plant at maximum utilization for 8-10months.

Value added mix was 51% in volume terms & 62% in value terms for the quarter Vs
39%volumes & 46%value in Q4FY23.

B2C/OEMs constituted 90%/10% in Q4FY23. For FY23, Retail constituted 83-85%.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Greenpanel Industries Ltd

QUARTERLY TRENDS

Exhibit 4: Revenue declined by 5%Qo0Q ...

Exhibit 5: Vols grew by 10%YoY & 16%QoQ...

Rs Mn H Revenue CBM mmmm \olume —@— Realizations Rs/CBM
140,000 32,000
4,800
4700 135,000 31,000
4,600 130,000
4500 30,000
125,000
4400 29,000
4,300 120,000
28,000
4200 115,000
4100 27,000
4,000 110,000 ’
3,900 105,000 26,000
Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q4FY22 QI1FY23 Q2FY23 Q3FY23 Q4FY23
Source: Company, YES Sec Source: Company, YES Sec
Exhibit 6: Ply vols declined by 17%YoY... Exhibit 7: Margins contracted for both segments...
msqm mmmmm \olume  —@— Realizations Rs/sqm . —@— Plywood —@— MDF
3 310 40%
35%
300
30%
2 290 259%
280 20%
15%
1 270
10%
260 59
0 250 0%
Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23
Source: Company, YES Sec Source: Company, YES Sec
Exhibit 8: Blended EBITDA margins came in at 17%... Exhibit 9: Net profit degrew by 11%YoY...
Rs Mn = FBITDA —@— EBITDA% Rs Mn mmmm PAT —@— PAT%
1,600 35% 900 20%
1,400 30% 800
16%
1,200 959, 700 A
]
600
1,000 12%
20% 500
800 400
15% 8%
600 Lo 300
400 ° 200 29%
200 5% 100
0 0% 0 0%
Q4FY22  QI1FY23  Q2FY23  Q3FY23  Q4FY23 Q4FY22  QIFY23  Q2FY23  Q3FY23  Q4FY23

Source: Company, YES Sec

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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FINANCIALS

Exhibit 10: Income Statement

Greenpanel Industries Ltd

Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
Revenues 16,250 17,828 17,936 21,027
Growth (%) 59.2% 9.7% 0.6% 12.0%
EBITDA 4,304 4,166 3,887 4,600
EBITDA margin (%) 26.5% 23.4% 21.7% 21.9%
Growth (%) 111.7% -3.2% -6.7% 18.3%
Depreciation & Amortization 734 719 847 981
Other income 90 194 245 260
EBIT 3,660 3,640 3,285 3,879
EBIT margin (%) 22.5% 20.4% 18.3% 18.4%
Interest 171 190 193 213
PBT 3,490 3,511 3,092 3,666
Tax 1,085 944 773 916
Net profit 2,405 2,566 2,319 2,749
Net profit margin (%) 14.8% 14.4% 12.9% 13.1%
EPS 19.6 20.9 18.9 224
Growth (%) 249.5% 6.7% -9.6% 18.6%

Source: Company, YES Sec

Exhibit 11: Balance Sheet
Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
Equity Share Capital 123 123 123 123
Reserves 9,394 11,816 13,951 16,517
Total Shareholders’ Funds 9,516 11,939 14,074 16,639
Non-current liabilities
Long term borrowings 1,652 1,271 1,915 1,593
Deferred Tax liabilities 682 1,020 1,020 1,020
Current liabilities
Short term borrowings 1,245 702 1,058 880
Trade payables 1,378 1,111 1,076 1,329
Other financial liabilities 494 526 526 526
Total equity and liabilities 15,423 17,048 20,148 22,466
Non-current assets
PPE 9,948 9,453 13,607 13,126
CWIP = 49 49 49
Current assets
Inventories 1,658 1,525 1,477 1,824
Trade receivables 414 444 447 524
Cash and cash equivalents 574 133 2,770 5,145
Loans and advances 7 5 5 5
Other current assets 557 587 587 587
Total assets 15,423 17,048 20,148 22,466

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 12: Cash Flow

Greenpanel Industries Ltd

Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
PBT 3,490 3,510 3,092 3,666
Depreciation & Amortization 734 720 847 981
Finance cost 171 190 193 213
(Incr)/Decr in Working Capital 402 (254) 10 (171)
Taxes (580) (623) (773) (916)
Cash from ops. 3,657 3,374 3,369 3,772
(Incr)/ Decr in PP&E (337) (803) (5,000) (500)
Cash Flow from Investing (1,364) (2,478) (5,000) (500)
(Decr)/Incr in Borrowings (1,468) (1,002) 1,000 (500)
Finance cost (115) (85) (193) (213)
Cash Flow from Financing (1,849) (1,336) 623 (897)
Incr/(Decr) in cash 443 (441) (1,008) 2,375
Cash and cash equivalents at beginning of year 131 574 3,778 2,770
Cash and cash equivalents at end of year 574 133 2,770 5,145

Source: Company, YES Sec

Exhibit 13: Ratios
Key Ratios FY22 FY23 FY24E FY25E
Growth Matrix (%)
Revenue growth 59.2% 9.7% 0.6% 12.0%
EBITDA growth 111.7% -3.2% -6.7% 18.3%
EBIT growth 164.9% -0.6% -9.7% 18.1%
PAT growth 249.5% 6.7% -9.6% 18.6%
Profitability ratios (%)
EBITDA margin 26.5% 23.4% 21.7% 21.9%
EBIT margin 22.5% 20.4% 18.3% 18.4%
PAT margin 14.8% 14.4% 12.9% 13.1%
RoCE 30.5% 26.9% 20.4% 20.8%
RoE 28.6% 23.9% 17.8% 17.9%
Leverage ratios (x)
Debt/Equity 0.3 0.2 0.2 0.1
Net debt/Equity 0.1 -0.2 0.0 -0.2
Net debt/EBITDA 0.2 -0.4 0.1 -0.6
Int coverage 21.4 19.1 17.0 18.2
Per share values
EPS 19.6 20.9 18.9 224
CEPS 255 27.0 25.8 30.4
BVPS 77.6 97.4 114.8 135.7
Valuation ratios (x)
P/E 29.8 14.3 15.9 134
P/CEPS 22.9 111 11.6 9.9
P/B 7.5 3.1 2.6 2.2
EV/EBITDA 16.8 8.4 9.5 74
NWC days
Receivables 9 9 9 9
Inventory 90 75 75 75
Payables 75 54 54 54

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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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

Greenpanel Industries Ltd

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 distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ are not associated persons of any U.S. regulated
broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading
securities held by a research analyst account. This report is intended for
distribution by YES Securities (India) Limited only to "Major Institutional
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated
and/or transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | IX research@ysil.in
Website: www.yesinvest.in
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expressed in this research report.
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Since YSL and its associates are engaged in various businesses in the
financial services industry, they may have financial interest or may have
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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: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -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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