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ASIAN GRANITO INDIA LTD
Stock Details PRICE Rs.249 TARGET RsS.202 SELL

Market cap (Rs mn) 7480
52-wk Hi/Lo (Rs) 4317130 Company's results came lower than our estimates due to lower than
Face Value (Rs) 10 expected margins. Realizations have started recovering YoY as well as
Zraf‘;’fo‘j:'(';‘r’]‘;' (Nos) 177'52‘; sequentially post the NGT ban of use of coal gasifiers. Gas prices have also
PoT—— come down on YoY basis so benefit should start getting reflected from next
quarter. Company’s focus going forward will be on expanding capacity in
Financial Summary premium segments and entry in Sanitaryware and CP fitting. Acceptability
Y/E Mar (Rs mn) FY19 FY20E FY2IE  of price hikes is likely to be watched out closely going forward along with
Sales 11867 12575 13833 demand improvement.
Growth (%) 27% 6.0% 10.0%
EBITDA 866 1132 1,245 Key highlights
EBITDA margin (%) 73% 9.0%  9.0%
Net profit 200 342 205 AsianGranito revenue for Q4FY19 was in line with our estimates with price hikes
EPS (Rs) 69 114 135 Seen across most categories. But overall volumes were down by 14.3% YoY for
Growth (%) -60.5% 63.8% 18.6% the quarter. Operating margins declined sharply on yearly basis to 6.5% due to
BVPS (Rs) 1499 1606 1733 higher gas prices and higher other expenditure. Net profit performance stood
gZE E:‘;') 2'3 (7": g-? lower than our expectations and was impacted by fall in margins and higher tax
ROCE (%) 7.2 9.4 100 rate.
P/E () 359 219 185 yaluation and recommendation
EV/EBITDA (x) 125 94 87
P/BV (X) 17 16 1.4 Stock is currently trading at valuations of 21.9x and 18.5x on FY20 and FY21
Source: Company, Kotak Securities - PCG estimates respectively. We tweak our estimates and arrive at a revised price
. target of Rs 202 based on 15x FY21 estimated earnings (Rs 150 earlier based
Shareholding Pattern (%) . . . .
% Mar 15 Dec-18 Sep-18 on 13x FYZO estl.mates). Though organized players hqve W|tness§d a re-rating
in valuation multiples after ban on usage of coal gasifiers, we believe that AGL
Promoters 32.4 32.4 32.4 . . . .
Fi 00 20 34 will continue to trade at a sharp discount to leaders in the sector due to lower
bIl 86 86 74 Margins, lower return ratios, higher working capital cycle as well as smaller
Others 569 569 56.6 reachascomparedtoleaders and current valuations are already factoringin the
Source: Bloomberg volume and margin improvement going forward. We thus continue to maintain
) SELL rating on the stock.
Price Performance (%)
(%) ™ M ®™ " Consolidated financial highlights
Asian Granito India 30.0 M7 21.9
Nifty 17 107 g9g (Rsmn) Q4FY19  Q4FY18  YoY (%) Q3FY19  QoQ (%)
Source: Bloomberg Net Sales 3692 3916 -5.7% 2962 24.6%
Total Expenditure 3451 3553 -2.9% 2722 26.8%
Price chart (Rs) EBITDA 241 363 -33.7% 240 0.5%
500 EBITDA % 6.5% 9.3% 8.1%
400 Depreciation 67 7 75
300 EBIT 174 292 -40.4% 165 5.5%
Interest 106 83 87
200 EBT (Exc other income) 68 209 67.6% 78 12.7%
100 Other Income 22 5 10
May-18  Sep-18  Jan-19 May-19 gy 89 215 -58.4% 88 1.9%
Source: Bloomberg Tax 34 42 38
Tax % 37.6% 19.7% 43.5%
PAT 56 172 -67.6% 50 12.5%
Minority Interest After NP 6 10 13
Profit/Loss of Associate Company 8 6 10
Net profit 58 168 -65.6% 46 25.5%
Equity 300.9 300.9 300.9
. . EPS 1.9 5.6 -65.6% 1.5 25.5%
Teena Virmani
teena.virmani@kotak.com Source: Company
+91 22 6218 6432
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Revenue growth in line with our estimates

Asian Granito revenue for Q4FY19 was in line with our estimates and it was
largely led by pricing gains across segments. Overall volumes were down by
14.3% YoY for the quarter. Outsourced tile volume was down by 25.4% YoY and
own manufactured tile volumes were down by 25.3% YoY while JV volumes were
up by 28.5% YoY. Volumes have now started recovering post the NGT ban on
usage of coal gasifiers as organized players are now able to increase their
market share as they are already on gas. Company expects volume growth
momentum to improve going forward.

Average realizations stood at Rs 322 per sq m, up 3% YoY and sequentially
realizations have improved by 3.7% led by price hikes taken by the company and
also on account of higher contribution from sale of high value products.

With an aim to provide 'Complete Bathroom Solutions' under one roof, company
has decided to venture into Sanitaryware. Company is entering the Sanitaryware
segment with 160 SKUs in products including Wash Basins, Water Closets (WC),
and Urinals and commercial Launch of 'AGL Sanitaryware’ is expected by June
2019 across India.

Segmental details on revenue and volumes

Q4FY18 Q4FY19
Revenues (Rs mn)
Own manufacturing 1688.9 1260
Outsourcing 1457.6 1210
Associate 706.9 930
Volumes (MSM)
Own manufacturing 4.39 3.28
Outsourcing 5.39 4.02
Associate 2.53 3.25

12.31 10.55

Realization (Rs/msm)
Own manufacturing 385 384
Outsourcing 270 301
Associate 279 286
Average 313 322

Source: Company, Kotak Securities — Private Client Research

Company has mentioned that demand for quartz has remained quite strong and
quartz realization also remained strong in domestic and exports market. Third
line of Camrolla Quartz has also commissioned and company expects 85%
capacity utilization next year from the quartz division.

We tweak our estimates and expect revenues to grow at a CAGR of 8% between
FY19-21.

Kotak Securities — Private Client Research
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Lower than expected margins led to net profits coming below our
estimates

Operating margins declined sharply on yearly basis to 6.5% due to higher gas
prices and higher other expenditure. Net profit performance stood lower than
our expectations and was impacted by fall in margins and higher tax rate.

Power cost as a percentage of sales has come down sequentially as gas prices
have witnessed correction. Average spot LNG prices for Q4FY19 have come
down by 29.5% as compared to average prices during Q4FY18. Though
sequentially LNG prices have moved up during Q1FY20 but it is still lower than
last year. The impact of lower gas prices is likely to get reflected in margins in
the coming quarters.

We broadly retain our operating margin estimates and expect margins of 9%
going forward led by addition of value added products, lower gas prices. Post
incorporating FY19 financials, we expect net profits to grow at a CAGR of 38%
between FY19-21.

Valuation and recommendation

Stock is currently trading at valuations of 21.9x and 18.5x on FY20 and FY21
estimates respectively. We tweak our estimates and arrive at a revised price
target of Rs 202 based on 15x FY21 estimated earnings (Rs 150 earlier based
on 13x FY20 estimates). Though organized players have witnessed a re-rating
in valuation multiples after usage of coal gasifiers, we believe that AGL will
continue to trade at a sharp discount to leaders in the sector due to lower
margins, lower return ratios, higher working capital cycle as well as smaller
reach as compared to leaders and current valuations are already factoring in the
volume and margin improvement going forward. We thus continue to maintain
SELL rating on the stock.

About the company

Asian Granito India Limited (AGL) was established in 2000 by Mr. Kamlesh Patel
and Mr. Mukesh Patel. AGL is one of the top three Indian Ceramic Companies
engaged in the business of manufacturing, and trading of Ceramic Wall, Floor,
Vitrified Tiles, Marble & Quartz Headquartered in Gujarat. AGL has 8
manufacturing facilities in Gujarat. AGL has production of 1,02,900 sqm per day
including outsourcing. Pan India marketing & distribution network of more than
6000 dealers and sub-dealers and over 231+ showrooms with global footprint
with exports to over 55+ countries.

Kotak Securities — Private Client Research
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Financials: Consolidated

Profit and Loss Statement (Rs mn) Balance sheet (Rs mn)

(Year-end Mar) FY18 FY19 FY20E FY21E (Year-end Mar) FY18 FY19 FY20E FY21E
Revenues 11,556 11,867 12,575 13,833 Cash and cash equivalents 208 332 433 237
% change YoY 8.6 2.7 6.0 10.0 Accounts receivable 4,005 4,002 4134 4,548
EBITDA 1,392 866 1,132 1,245 Inventories 2,759 3,052 2997 3,297
% change YoY 9.5 (37.8) 30.8 10.0 Loans and Adv & Others 259 330 343 353
Other Income 29 41 25 25 Current assets 7230 7,716 7907 8435
Depreciation 254 273 293 310 Other non current assets 74 102 102 102
EBIT 1,167 633 864 960 LT investments 227 276 276 276
% change YoY 9.7 (45.8) 36.4 11.1 Net fixed assets 4338 4716 4,823 5,014
Net interest 365 347 351 351 Total assets 11,870 12,811 13,109 13,827
Profit before tax 802 286 513 609

% change YoY 20.1  (64.4) 79.5 18.8

Tax 256 98 174 207 Payables 2965 3363 3342 3,676
as % of PBT 32.0 34.4 34.0 34.0 Others 335 313 313 313
Profit after tax 546 187 339 402 Current liabilities 3299 3676 3,655 3,989
Minority interest 43 22 40 40 Provisions 113 85 84 84
Share of profit of associates 25 43 43 43

Net income 528 209 342 405 LT debt 3574 3895 3895 3,895
% change YoY 17.4  (60.5) 63.8 18.6 Min. int and def tax liabilities 566 643 643 643
Shares outstanding (m) 30.1 30.1 30.1 30.1 Equity 301 301 301 301
EPS (reported) (Rs) 17.6 6.9 11.4 13.5 Reserves 4016 4210 4530 4914
CEPS (Rs) 26.0 16.0 211 23.8 Total liabilities 11,870 12,811 13,109 13,826
DPS (Rs) 1.30 0.60 0.60 0.60 BVPS (Rs) 1435 1499 160.6 173.3
Source: Company, Kotak Securities — Private Client Research Source: Company, Kotak Securities — Private Client Research

Cash flow Statement (Rs mn) Ratio Analysis

(Year-end Mar) FY18 FY19 FY20E FY21E (Year-end Mar) FY18 FY19 FY20E FY21E
EBIT 1,150 655 867 963 EBITDA margin (%) 12.0 7.3 9.0 9.0
Depreciation 254 273 293 310 EBIT margin (%) 10.1 5.3 6.9 6.9
Change in working capital 93 37 (111)  (389) Net profit margin (%) 4.6 1.8 2.7 29
Chg in other net current assets (84) 14 15 16

Operating cash flow 1,412 979 1,064 899 Receivables (days) 112.4 1231  120.0 120.0
Interest (365)  (347)  (351)  (351) Inventory (days) 86.7 89.4 87.0 87.0
Tax (287 (114  (190)  (223) Sales/assets(x) 2.7 2.5 2.6 2.8
Cash flow from operations 760 517 523 326 Interest coverage (x) 3.2 1.8 2.5 2.7
Capex (528)  (651)  (400)  (500)

(Inc)/decrease in investments  (62) (49) - - Debt/equity ratio(x) 0.8 0.8 0.8 0.8
Cash flow from investments (590) (700) (400) (500) ROE (%) 12.7 4.7 7.3 8.1
Proceeds from issue of equity - - - - ROCE (%) 14.1 7.2 9.4 10.0
Increase/(decrease) in debt 73 321 - -

Proceeds from share premium (175) - - - EV/ Sales (x) 0.9 0.9 0.8 0.8
Dividends (469) (46.9) (21.7) (21.7) EV/EBITDA (x) 76 125 9.4 8.7
Cash flow from financing (149) 274 (22) (22) Price to earnings (x) 14.2 35.9 21.9 18.5
Opening cash 186 208 332 433 Price to book value (x) 1.7 1.7 1.6 1.4
Closing cash 207 299 433 237 Price to Cash Earnings (x) 9.6 15.5 11.8 10.5
Source: Company, Kotak Securities — Private Client Research Source: Company, Kotak Securities — Private Client Research
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RATING SCALE

Definitions of ratings
BUY -
ADD -
REDUCE -
SELL -
NR -

SUBSCRIBE -
RS -

NA -

NM -
NOTE -

We expect the stock to deliver more than 15% returns over the next 12 months

We expect the stock to deliver 5% - 15% returns over the next 12 months

We expect the stock to deliver -5% - +5% returns over the next 12 months

We expect the stock to deliver < -5% returns over the next 12 months

Not Rated. Kotak Securities is not assigning any rating or price target to the stock.
The report has been prepared for information purposes only.

We advise investor to subscribe to the IPO.

Rating Suspended. Kotak Securities has suspended the investment rating and price target
for this stock, either because there is not a sufficient fundamental basis for determining, or
there are legal, regulatory or policy constraints around publishing, an investment rating or
target. The previous investment rating and price target, if any, are no longer in effect for this
stock and should not be relied upon.

Not Available or Not Applicable. The information is not available for display or is not
applicable

Not Meaningful. The information is not meaningful and is therefore excluded.

Our target prices are with a 12-month perspective. Returns stated in the rating scale are our
internal benchmark.
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Disclosure/Disclaimer

Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India’s largest brokerage and distribution
house.

Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock
Exchange of India Limited (MSE), National Commodity and Derivatives Exchange (NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock
broking, services rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services
and Portfolio Management.

Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL).
Kotak Securities Limited is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life Insurance
Limited and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI). We are registered as a Research Analyst under SEBI (Research
Analyst) Regulations, 2014.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years.
However SEBI, Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advise/warning/deficiency letters/ or
levied minor penalty on KSL for certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities;
nor has our certificate of registration been cancelled by SEBI at any point of time.

We offer our research services to clients as well as our prospects.

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person.
Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an
offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of
clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or
needs of individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be
guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this
material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or
down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and other derivatives as well as non-
investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's
price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance or other reasons that prevent us from doing so. Prospective investors and others are cautioned that
any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make
investment decisions that are inconsistent with the recommendations expressed herein.

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private
Client Group.

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short
positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn
brokerage or other compensation or act as a market maker in the financial instruments of the subject company/company (ies) discussed herein or act as advisor or
lender / borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions
at the time of publication of Research Report or at the time of public appearance. Kotak Securities Limited (KSL) may have proprietary long/short position in the above
mentioned scrip(s) and therefore may be considered as interested. The views provided herein are general in nature and does not consider risk appetite or investment
objective of particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation
to do business with KSL. Kotak Securities Limited is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independent of the
PCG research and accordingly PMS may have positions contrary to the PCG research recommendation. Kotak Securities Limited does not provide any promise or
assurance of favourable view for a particular industry or sector or business group in any manner. The investor is requested to take into consideration all the risk factors
including their financial condition, suitability to risk return profile and take professional advice before investing.

The analyst 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 recommendations or views expressed in this
report.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities’ prior written consent.

Details of Associates are available on www.kotak.com

1. “Note that the research analysts contributing to the research report may not be registered/qualified as research analysts with FINRA; and

2. Such research analysts may not be associated persons of Kotak Mahindra Inc and therefore, may not be subject to NASD Rule 2711 restrictions on communications
with a subject company, public appearances and trading securities held by a research analyst account

Any U.S. recipients of the research who wish to effect transactions in any security covered by the report should do so with or through Kotak Mahindra Inc. (Member
FINRA/SIPC) and (ii) any transactions in the securities covered by the research by U.S. recipients must be effected only through Kotak Mahindra Inc. (Member
FINRA/SIPC)at 369 Lexington Avenue 28th Floor NY NY 10017 USA (Tel:+1 212-600-8850).

Kotak Securities Limited and its non US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates
to non US issuers, prior to or immediately following its publication. This material should not be construed as an offer to sell or the solicitation of an offer to buy any
security in any jurisdiction where such an offer or solicitation would be illegal. This research report and its respective contents do not constitute an offer or invitation
to purchase or subscribe for any securities or solicitation of any investments or investment services. Accordingly, any brokerage and investment services including
the products and services described are not available to or intended for Canadian persons or US persons.”

Research Analyst has served as an officer, director or employee of subject company(ies): No
We or our associates may have received compensation from the subject company(ies) in the past 12 months.
We or our associates have managed or co-managed public offering of securities for the subject company(ies) in the past 12 months: No

We or our associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company(ies) in the past
12 months. We or our associates may have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the subject company(ies) in the past 12 months. We or our associates may have received compensation or other benefits from the subject company(ies)
or third party in connection with the research report. Our associates may have financial interest in the subject company(ies).

Research Analyst or his/her relative's financial interest in the subject company(ies): No

Kotak Securities Limited has financial interest in the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report:
No

Nature of financial interest is holding of equity shares or derivatives of the subject company.

Our associates may have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of
publication of Research Report.

Research Analyst or his/her relatives has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately
preceding the date of publication of Research Report: No.

Kotak Securities Limited has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date
of publication of Research Report: No
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By referring to any particular sector, Kotak Securities Limited does not provide any promise or assurance of favourable view for a particular industry or sector or
business group in any manner. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile
and take professional advice before investing. Such representations are not indicative of future results.

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report.

"A graph of daily closing prices of securities is available at https://www.nseindia.com/ChartApp/install/charts/mainpage.jsp
and http://economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose a company from the list on the browser and select the "three years" icon in the price
chart).”

Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U39999MH1994PLC134051, Telephone
No.: +22 43360000, Fax No.: +22 67132430. Website: www.kotak.com/www.kotaksecurities.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City
Road, A K Vaidya Marg, Malad (East), Mumbai 400097. Telephone No: 42856825. SEBI Registration No: INZ000200137 (Member ID: NSE-08081; BSE-673; MSE-1024;
MCX-56285; NCDEX-1262), AMFI ARN 0164, PMS INP000000258 and Research Analyst INH000000586. NSDL/CDSL: IN-DP-NSDL-23-97. Our research should not be
considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the risk factors including their financial
condition, suitability to risk return profile and the like and take professional advice before investing. Investments in securities market are subject to market risks, read
all the related documents carefully before investing. Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk
factors before actually trading in derivative contracts. Compliance Officer Details: Mr. Manoj Agarwal. Call: 022 - 4285 8484, or Email: ks.compliance@kotak.com.

In case you require any clarification or have any concern, kindly write to us at below email ids:

® Level 1: For Trading related queries, contact our customer service at 'service.securities@kotak.com' and for demat account related queries contact us at
ks.demat@kotak.com or call us on: Toll free numbers 18002099191 / 1860 266 9191

@® Level 2: If you do not receive a satisfactory response at Level 1 within 3 working days, you may write to us at ks.escalation@kotak.com or call us on 022-42858445
and if you feel you are still unheard, write to our customer service HOD at ks.servicehead@kotak.com or call us on 022-42858208.

® Level 3: If you still have not received a satisfactory response at Level 2 within 3 working days, you may contact our Compliance Officer (Mr. Manoj Agarwal) at
ks.compliance@kotak.com or call on 91- (022) 4285 8484.

® Level 4: If you have not received a satisfactory response at Level 3 within 7 working days, you may also approach CEO (Mr. Kamlesh Rao) at ceo.ks@kotak.com or
call on 91- (022) 4285 8301.
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