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Pidilite Industries (PIDI IN)

Rating: ACCUMULATE | CMP: Rs3,168 | TP: Rs3,383

Both volumes and Input pricesin favorablezone

Quick Pointers:

" 1Q UVG at 9.6%, outlook remains strong with double digit volume growth
guidance for FY25

" Input costs remain benign as current VAM prices are 10-15% lower than 1Q
usage price of USD1022/ton

PIDI has posted a resilient quarter with 9.6% UVG and 20.5% PAT growth
enabled by 180bps margin expansion. Growth was broadbased across B2C
and B2B segments in standalone and domestic subs. IBD reported improved
profitability due to exit from loss making Americas business. Growth outlook
remains strong given double-digit growth in rural India, expected uptick in
demand in festival season post normal monsoons and strong tailwinds from
both residential and commercial Real estate. We believe margins have limited
scope to increase given that GM is already above 53%.PIDI remains a potent
play on real estate cycle and new construction aids given deep distribution
and sustained innovations. We estimate 18.5% EPS CAGR over FY24-26 and
assign DCF based target price of Rs3383 (Rs3141 earlier) which assumes a
target valuation multiple of 64x SeptFY26. Retain Accumulate for LT gains
post 30%returns in past 3 quarters.

B2C volumes up 8% YoY; EBIDTA margins up 235bps; Consolidated Revenues
grew 3.7% YoY to Rs34bn (PLe: Rs35.5bn). Gross margins expanded 479bps YoY
to 53.8%.(Ple: 53.4%). EBITDA grew 15% YoY to Rs8.1bn (PLe:Rs8.4bn). Margins
expanded 235bps YoY to 23.9% (PLe:23.6%). PBT grew 19.4% YoY to Rs 7.7bn.
Adj PAT grew 20.5% YoY to Rs5.7bn (PLe:Rs5.9bn). Standalone— Sales
increased 6.2% to Rs31.4bn, GM improved 460bps YoY/20bps QoQ to 53.5%.
EBITDA grew 14.9% to Rs7.7bn; Margins expanded 190bps YoY and 410bps QoQ
to 24.5%. Adj. PAT grew 18.0% to Rs5.5bn. B2C ssales grew by 5.4%YoY to
Rs25.6bn; EBIT grew 13.3% YoY to Rs7.78bnmn, margins expanded 210bps
30.4%. B2B sales grew 9.2% YoY to Rs6.3bn.EBIT grew 19.5% YoY to 1066mn.
1Q B2C wvolumes grew 8%, overall UVG was 9.6% vs 15.1%/8% in 4Q24/1Q24

Concall Takeaways: 1) Demand trends remain strong and PIDI has reaffirmed
double digitUVG growth guidance for FY25. 2) Rural/semi-rural markets continue
to grow ahead of urban markets. 3) 1Q VAM prices have been USD1022 versus
USD1137 in 1Q24 4) current VAM prices are hovering between USD830-1000
whichis lowerthan 1Qusage prices. 5) Gains from lower VAM and other RM prices
will be used toincrease advertising and distribution; anyincremental price cuts look
unlikely given volatile geopolitical conditions. 6) Paints business pilotis in 4 states
and performance has been satisfactory. Future plans depend upon performancein
festival season 7) B2B business has seen uptick in pigments and projects business
8) Pioneer and growth categories continue to gain traction given focus on brand
building and consumer awareness category.
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Pidilite Industries

Exhibit 1: Revenues up 3.7%, EBITDA margins improve 241bps YoY and 30bps QoQ

Consolidated Q1FY25 Q1FY24  YoYgr.(% Q4FY24 FY25E FY24  YoY gr.(%)
Net Revenue 33,954 32,751 3.7 35,535 (4.5) 29,019 1,36,120
Gross Profit 18,268 16,054 13.8 18,976 (3.7) 15,503 71,109

Margin % 53.8 49.0 4.8 53.4 0.4 53.4 52.2
Other Expenditure 10,141 8,984 12.9 10,589 (4.2) 9,734 39,195
EBITDA 8,127 7,070 15.0 8,386 (3.1) 5,769 31,914

Margin % 23.9 21.6 2.4 23.6 0.3 19.9 23.4
Depreciation 844 734 15.0 820 3.0 1,125 3,613
Interest 118 119 (0.5) 125 (5.4) 134 492
Other Income 539 234 130.2 500 7.9 489 2,041
PBT 7,704 6,451 19.4 7,941 (3.0 4,998 29,851
Tax 1,984 1,704 16.4 2,065 (3.9) 1,219 7,612

Tax rate % 25.7 26.4 (2.6) 26.0 24.4 25.5
Adj PAT 5,721 4,746 20.5 5,877 (2.6) 3,779 22,239

Source: Company, PL

Exhibit 2: C&B UVG grew 8% YoY

Exhibit 3: VAM prices down 23% from 4Q 24 levels
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Exhibit 4: B2C/ B2B sales grew by 3%/7%, B2B margin up by 270/170bps YoY
Segmental 1QFY23 20QFY23  3QFY23  4QFY23  1QFY24 2QFY24  3QFY24  4QFY24  1QFY25
B2C
Sales (Rs m) 24358 24315 24216 21128 26609 25083 25413 22472 27408
Grow th (%) 63.9 141 6.9 10.4 9.2 3.2 49 6.4 3.0
EBIT (Rs m) 5352 5265 5372 4560 7078 6935 7704 5448 8039
EBIT Grow th % 44.5 -9.6 -4.6 9.2 32.3 317 43.4 19.5 13.6
EBIT margin % 22.0 217 22.2 216 26.6 27.6 30.3 24.2 29.3
B2B
Sales (Rs m) 7220 6237 5999 6340 6780 6153 6373 7079 7256
Grow th (%) 49.8 17.2 -3.0 -1.8 -6.1 -1.3 6.2 11.7 7.0
EBIT (Rs m) 748 495 391 707 917 685 757 835 1103
EBIT Grow th % 78.1 88.4 -2.2 59.3 225 38.3 93.4 18.1 20.3
EBIT margin % 10.4 7.9 6.5 11.2 13.5 11.1 11.9 11.8 15.2

Source: Company, PL
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Pidilite Industries

Domestic subs — B2C margins Soft on tepid sales

®  Sales growth in domestic subs remained tepid, both in B2B and B2C segments

" C&B subs (includes ICA Pidilite) registered 2% sales growth. Margins drop by
360bps YoY, although theyincreased by520bps QoQ.EBITDA degrew 19.4%

YoY.

" B2Bbusiness (NINAPrecept) saw sales decline of 4% with EBITDAof Rs44mn
as margins declined 10bps YoY, EBIDTA declined 6.4% YoY

Exhibit 5: Domestic subsidiary margins decline 200bps YoY on tepid sales

(Rs mn) QIFY24  Q2FY24  Q3FY24  Q4FY24  QIFY25
Consumer & Bazar (C&B) 1,121 1,363 1,085 1,148 1,146
Business to Business (B2B) 883 707 913 962 844
Total Sales 2004 2070 1998 2110 1990
Sales Growth (YoY) 16 24 15 9 -1
Consumer & Bazar (C&B) 26 33 13 10 2
Business to Business (B2B) 6 9 16 8 4)
EBITDA (Rs mn) 238 297 105 268 198
Consumer & Bazar (C&B) 191 288 73 94 154
Business to Business (B2B) 47 9 32 174 44
EBITDA margin% 11.9% 14.3% 5.3% 12.7% 9.9%
Consumer & Bazar (C&B) 17.0% 21.1% 6.7% 8.2% 13.4%
Business to Business (B2B) 5.3% 1.3% 3.5% 18.1% 5.2%
EBITDA growth (YoY) 40 49 -42 68 -17
Consumer & Bazar (C&B) 20.1 39.8 (56.5) (18.3) (19.4)
Business to Business (B2B) 327.3 NA 146.2 286.7 (6.4)
Source: Company, PL
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IBD — Exit from Americas and benign inputs enable margin
expansion

International business (IBD) reported 23.1% decline in sales while EBIDTA
increased by49.7% due to exit from loss making Americas business. Excluding the
impactof Americas in the base, salesincreasedby8.6% and EBIDTA increased by
25%.

Asia: Sales were flattish and EBITDAgrew by 6.3% to Rs136mn on 110bps margin
expansion enabled bybenign raw material prices

Middle East & Africa: Sales grew by 19.9% with EBITDA of Rs78mn, a growth of
81.4%. Margins expanded by 360bps to 10.7%.

Exhibit 6: EBITDA Margins increase by 580bps on LTL basis

Subsidiaries Q1FY24 Q2FY24 Q3FY24 Q4AFY24 Q1FY25
Sales (Rs.m) 1,965 1,874 1,940 1,587 1,511
Americas 574 417 365

Asia 784 768 790 837 783
Middle East & Africa 607 689 785 750 728
Sales growth (YoY) (8.6) (8.8) (2.9) (24.6) (23.1)
Americas (23.7) (39.7) (40.3)

Asia (4.2) - 5.6 35 (0.2)
Middle East & Africa 4.7 15.6 22.8 5.6 19.9
EBITDA (Rs m) 143.0 114.0 211.0 271.0 214.0
Americas (28.0) (98.0) (36.0)

Asia 128.0 144.0 165.0 178.0 136.0
Middle East & Africa 43.0 68.0 82.0 93.0 78.0
EBITDA (margin %) 7.3 6.1 10.9 17.1 14.2
Americas (4.9) (23.5) (9.9)

Asia 16.3 18.8 20.9 21.3 17.4
Middle East & Africa 7.1 9.9 10.4 12.4 10.7
EBITDA growth (YoY) (31.9) (22.4) 119.8 137.7 49.7
Americas (162.2) 988.9 63.6

Asia (18.5) 9.9 65.0 45.9 6.3
Middle East & Africa 437.5 172.0 355.6 1735 81.4

Source: Company, PL
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Financials
Income Statement (Rs m) Balance Sheet Abstract(Rs m)
Y/e Mar FY23 FY24 FY25E FY26E Y/e Mar FY23 FY24 FY25E FY26E
Net Revenues 1,17,991 1,23,830 1,36,120 1,52,966 Non-Current Assets
YoY gr. (%) 18.9 4.9 9.9 12.4
Cost of Goods Sold 67,594 59,940 65,012 73,698 Gross Block 52,521 60,859 64,892 69,840
Gross Profit 50,397 63,890 71,109 79,268 Tangibles 36,286 44,715 49,494 54,846
Margin (%) 42.7 51.6 52.2 51.8 Intangibles 16,235 16,145 15,398 14,994
Employ ee Cost 12,456 14,651 15,583 17,387
Other Expenses - - - - Acc: Dep / Amortization 16,197 19,170 22,379 26,059
Tangibles 16,197 19,170 22,379 26,059
EBITDA 19,844 27,073 31,914 36,191 Intangibles - - - -
YoY gr. (%) 7.4 36.4 17.9 13.4
Margin (%) 16.8 21.9 23.4 23.7 Net fixed assets 36,324 41,689 42,513 43,781
Tangibles 20,088 25,545 27,115 28,787
Depreciation and Amortization 2,697 3,407 3,613 4,084 Intangibles 16,235 16,145 15,398 14,994
EBIT 17,146 23,666 28,301 32,107 Capital Work In Progress 4,059 1,481 1,555 1,755
Margin (%) 14.5 19.1 20.8 21.0 Goodwill 12,817 12,817 12,898 12,898
Non-Current Investments 4,239 4,443 4,554 4,668
Net Interest 476 512 492 554 Net Deferred tax assets (3,780) (3,640) (4,532) (5,193)
Other Income 496 1,397 2,041 2,802 Other Non-Current Assets 1,994 1,962 2,450 2,753
Profit Before Tax 17,166 24,551 29,851 34,354 Current Assets
Margin (%) 14.5 19.8 21.9 22.5 Investments 5,312 18,702 27,541 43,006
Inv entories 18,171 14,149 17,811 20,595
Total Tax 4,344 6,319 7,612 8,760 Trade receivables 15,353 16,747 17,086 18,784
Effective tax rate (%) 25.3 25.7 25.5 25.5 Cash & Bank Balance 3,267 5,333 5,036 4,249
Other Current Assets 2,379 2,831 2,724 3,061
Profit after tax 12,822 18,231 22,239 25,594 Total Assets 1,05,250 1,21,040 1,34,921 1,56,268
Minority interest - - - -
Share Profit from Associate 66 (41) (47) (54) Equity
Equity Share Capital 508 508 508 508
Adjusted PAT 12,880 18191 22,192  25.540 Other Equity 71,614 83,563 96,990 1,13,225
YoY gr. (%) 6.8 41.1 22.0 15.1 Total Networth 72,123 84,071 97,499 1,13,733
Margin (%) 10.9 14.7 16.3 16.7
Extra Ord. Income / (Exp) - (717) - - Non-Current Liabilities
Long Term borrowings - - - -
Reported PAT 12,889 17,474 22,192 25,540 Provisions 803 987 881 990
YoY gr. (%) 6.8 35.6 27.0 15.1 Other non current liabilities 1,756 1,938 3,045 3,999
Margin (%) 10.9 14.1 16.3 16.7
Current Liabilities
Other Comprehensive Income 325 319 - - ST Debt/ Current of LT Debt 1,633 1,312 1,633 1,633
Total Comprehensiv e Income 13,213 17,793 22,192 25,540 Trade pay ables 10,636 11,476 10,153 11,509
Equity Shares Ofs (m) 508 508 508 508 Other current liabilities 11,838 15,188 14,272 16,222
EPS (Rs) 25.4 35.8 43.7 50.2 Total Equity & Liabilities 1,05,250 1,21,039 1,34,921 1,56,268
Source: Conpany Data, PL Research Source: Conmpany Data, PL Research
August 8, 2024 5



[l

Pidilite Industries

Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY23 FY24 FY25E FY26E Y/e Mar FY23 FY24 FY25E FY26E
PBT 17,166 24,551 29,851 34,354 Per Share(Rs)
Add. Depreciation 2,697 3,407 3,613 4,084 EPS 25.4 35.8 43.7 50.2
Add. Interest 476 512 492 554 CEPS 30.7 42.5 50.8 58.3
Less Financial Other Income 496 1,397 2,041 2,802 BVPS 141.9 165.4 191.8 223.8
Add. Other (172)  (1,078)  (2,041)  (2,802) FCF 12.1 16.7 12.1 12.3
Op. profit before WC changes 20,168 27,392 31,914 36,191 DPS 10.0 11.0 16.5 18.0
Net Changes-WC (3,052)  (6,401) (13,548) (15,633) Return Ratio (%)
Direct tax (4,344)  (6,319)  (7,612)  (8,760) RoCE 24.4 29.7 30.7 29.9
Net cash from Op. activities 12,772 14,672 10,754 11,798 ROIC 17.7 24.4 21.7 29.5
Capital expenditures (6,611) (6,194) (4,591) (5,552) RoE 18.9 23.3 24.4 24.2
Interest / Dividend Income 496 1,397 2,041 2,802 Balance Sheet
Others (579) (193) (138) (147) Net Debt : Equity (x) (0.1) (0.3) 0.3) 0.4)
Net Cash from Invt. activities (6,694)  (4,990) (2,687)  (2,897) Net Working Capital (Day's) 71 57 66 67
Issue of share cap. / premium 112 (814) (222) - Valuation(x)
Debt changes (1,241) (321) 321 . PER 125.0 88.5 72.6 63.1
Dividend paid (5,083)  (5,591)  (8,387)  (9,149) P/B 22.3 19.2 16.5 14.2
Interest paid (476) (512) (492) (554) P/ICEPS 103.3 74.6 62.4 54.4
Others 192 (394) 394 - EV/EBITDA 80.8 58.6 49.5 43.2
Net cash from Fin. activities (6,497)  (7,632)  (8,385)  (9,704) EV/Sales 13.6 12.8 11.6 10.2
Net changein cash (419) 2,050 (319) (803) Dividend Yield (%) 0.3 0.3 0.5 0.6
Free Cash Flow 6,161 8,478 6,163 6,246 Source: Conpany Data, PL Research
Source: Conpany Data, PL Research
QuarterlyFinancials (Rs m)
Y/e Mar Q2FY24 Q3FY24  Q4FY24 Q1FY25
Net Revenue 30,760 31,300 29,019 33,954

YoY gr. (%) 2.2 4.4 7.9 3.7
Raw Material Expenses 14,978 14,749 13,516 15,685
Gross Profit 15,783 16,551 15,503 18,268

Margin (%) 51.3 52.9 53.4 53.8
EBITDA 6,797 7,425 5,769 8,127

YoY gr. (%) 36.0 49.7 25.6 15.0

Margin (%) 22.1 23.7 19.9 23.9
Depreciation / Depletion 752 795 1,125 844
EBIT 6,045 6,630 4,644 7,283

Margin (%) 19.7 21.2 16.0 21.5
Net Interest 131 128 134 118
Other Income 316 370 489 539
Profit before Tax 6,230 6,872 4,998 7,704

Margin (%) 20.3 22.0 17.2 22.7
Total Tax 1,631 1,765 1,219 1,984

Effective tax rate (%) 26.2 25.7 24.4 25.7
Profit after Tax 4,599 5,107 3,779 5,721
Minority interest - - - -
Share Profit from Associates (14) 2 (20) 8)
Adjusted PAT 4,585 5,109 3,759 5,713

YoY gr. (%) 35.8 66.0 31.5 20.6

Margin (%) 14.9 16.3 13.0 16.8
Extra Ord. Income/ (Exp) - - (717) -
Reported PAT 4,585 5,109 3,043 5,713

YoY gr. (%) 35.8 66.0 6.4 20.6
Margin (%) 14.9 16.3 10.5 16.8
Other Comprehensiv e Income (128) 16 594 (73)
Total Comprehensive Income 4,458 5,125 3,636 5,640
Avg. Shares O/s (m) 508 508 508 508
EPS (Rs) 9.0 10.1 7.4 11.2
Source: Conpany Data, PL Research
August 8, 2024 6



IL Pidilite Industries
Price Chart Recommendation History

&) No. Date Rating TP (Rs.) Share Price (Rs.)
3200 1 09-Jul-24  Accumulate 3,141 3,100
SR 2 08-May-24 Accumulate 2,980 2,815

3 09-Apr-24  Accumulate 2,764 3,019
2600 4 24-Jan-24 Accumulate 2,764 2,590
2300 5 08-Jan-24 Hold 2,704 2,720
6 09-Nov-23 Hold 2,644 2,458
2y 3 J ] 2 3 3 7 07-Oct-23  Hold 2,610 2,454
2 g g g 2 2 3 8 11-Aug-23 Hold 2,610 2,545
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Asian Paints Reduce 2,605 2,974
2 Avenue Supermarts Accumulate 5,104 5,027
3 Britannia Industries Accumulate 6,080 5,766
4 Colgate Palmolive Reduce 2,743 3,210
5 Dabur India Hold 621 644
6 Emami Hold 831 824
7 Hindustan Unilever Hold 2,698 2,766
8 ITC Accumulate 519 494
9 Jubilant FoodWorks UR - 570
10 Kansai Nerolac Paints Reduce 284 307
11 Marico Hold 681 672
12 Metro Brands Hold 1,190 1,218
13 Mold-tek Packaging Accumulate 853 797
14 Nestle India Accumulate 2,746 2,481
15 Pidilite Industries Accumulate 3,141 3,100
16 Restaurant Brands Asia Accumulate 134 110
17 Titan Company Accumulate 3,958 3,462
18 Westlife Foodw orld Hold 791 833

PL’s Recommendation Nomenclature (Absolute Performance)

Buy : >15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5%1t0-15%
Sell © <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly
August 8, 2024 7
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Amnish Aggarwal- MBA, CFA, Ms. Hasti Savla- CA, Mr. Vishwa Solanki- PGDM - Finance Research Analysts, authors and the names subscribed to this report, hereby certify
that all of the views expressedin this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or
will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

(US Clients)

The research analy sts, with respectto each issuer and its securities covered by themin this research report, certify that: All of the views expressed in this researchreport accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this researchreport.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred toas “PL”") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
inv estmentbanking, financial sewvices (marginfunding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by therecipientonly asinfomationand is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. Itshould not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has notindependently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
av ailable or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessaiily a guide to future performance and value of investments can go down as well. The suitabity or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of douht, advice should be soughtfrom an independent expert/advisor.

Either PL or its affiliates or its directors orits employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies refered to in this report and they may have used the research material prior to publication.

PL may fromtime to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INH000000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interestin the subject company.

PL orits research analysts or its associates or his relatives do not have actual/beneficial ownership of one per centor more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material corflict of interest at thetime of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twele months or mandated by the subject company for any
other assignment in the pasttwelve months.

PL or its associates might have received any compensation forinvestment banking or merchant banking or brokerage serwvices from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of researchreport. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection withthe preparation of the research report. PL or its Research Analysts donot have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Amnish Aggarwal- MBA, CFA, Ms. Hasti Savla- CA, Mr. Vishwa Solanki- PGDM - Finance Research Analysts of this report have not received any compensation
from the companies mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is notbased on any specific merchant banking, investmentbanking or brokerage servicetransactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific re commendations or views expressed in this report.

The research analysts for this report has notservedas an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subjectcompany

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies toour 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
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