Century Plyboards (India)

Rating: €4» Target price: A EPS: A

How does our one year outlook change?

= We continue to maintain our positive stance on Century Plyboards (CPBI) as it
is one of the leading players in the organized plywood market and third largest
in the laminates market. With the entry into MDF business, the company will
offer entire gamut of wood panel products.

= As Centuryply’s significant capex phase will get over in FY18E with
commissioning of its MDF plant by Q2FY18E and expansion at its laminates
capacity, we expect the overall revenues to grow by more than 20% CAGR in
next two years led by this capacity addition.

= Expect plywood revenues to grow at a CAGR of 10% (versus industry growth
of 6-8%) in next two years with steady margins of 17%.

= We estimate MDF revenues to touch Rs.1.5bn and Rs.2.9bn respectively in
FY18E-19E with margins of 22-23% due to lower utilizations.

= We estimate laminates business to grow by 20% in FY17-19E due to
commissioning of new line by FY18E, increase in exports and shift from
unorganized segment to organized post favorable GST rate for the segment.

= Expect overall margins to increase to 17%+ from 16.4% in FY17 led by
increasing mix of MDF and ramp up in utilization at the newly commissioned
particle board and MDF facilities.

= Net debt to Equity to trend down from 0.8x currently to 0.5x by FY19E.
RoCE’s to increase to 20% by FY19E despite MDF capex.

= CPBI trades at 25x FY18E and 19x FY19E EPS. With industry leading growth,
expansion in margins post higher utilizations in MDF, and improvement in
balance sheet and returns profile, we expect the current FY18E multiples to
sustain going ahead. Hence, Maintain BUY with a TP of Rs. 300.

How does our 3 year Outlook change?

= We see the structural shift to organized players accelerating going ahead led
by (1) raw material security; (2) increasing brand awareness; (3) superior
distribution setup; and (4) implementation of GST.

= CPBI has expanded its capacity aggressively over the last two years in both
plywood and laminates business. With a strong brand image, widespread
dealer network, and enhanced capacities, we believe CPBI is well placed to
benefit from rising demand for building products and shift to branded products

= With its commissioning of MDF capacity in FY18E, CPBI will offer entire gamut
of wood panel products.

= Expect revenues and profits to double by FY21E with strong cash flows and
return metric ratios of more than 20%.
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Revenues 21,214 21,577 2% 24,710 25,800 4%
EBITDA 3,572 3,592 1% 4,277 4,433 4%
Margin % 16.8% 16.6% 17.8% 17.2%
PAT 2,021 2,134 5% 2,637 2,833 8%
PAT margin % 9.5% 9.9% 10.7% 11.0%
EPS 9.1 9.6 5% 11.8 12.7 8%
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Financial summary

Revenues | EBITDA | PAT(Rs. 7
(Rs. mn) i
7.6 315

FY16 16,357 2,835 1,698 37.2%
FY17 17,825 2,920 1,856 8.3 28.8 30.1%
FY18E 21,577 3,592 2,134 9.6 25.0 26.9%
FY19E 25,800 4,433 2,833 12.7 18.9 28.5%
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Century Plyboards (India) CMP

Quarterly Financial Statements Rs. 245

Financial results Plywood segment revenue trends

20%

Rs. mn \ Period

Revenues 4,885 4,471 9.3% 4,255 14.8%  10%

Raw material 1,611 1,605 0.4% 1,464 10.0% 0%

Purchased goods 920 690 33.4% 737 249%  -10% 1% -6%
Q4FY15 QIFY16 Q2FY16 Q3FY16 Q4FY16 QIFY17 Q2FY17 Q3FY17 Q4FY17
Employee costs 667 621 7.5% 637 4.7% = Plywood segment revenue growth %
Other expenditure 850 795 6.9% 744 14.2% .
Plywood segment EBIT margin trends
EBITDA 838 760 10.2% 673 24.5%
30%
Margins% 17.1% 17.0% 15.8% 20% 0
20% 1% 16%  16% 149, 15%  15%  16%
Other income 141 14 945.3% 33 327.3%
10%
Interest 26 102 -74.9% 112 -77.2%
0%
Depreciation 156 120 29.9% 149 4.1% Q4FY15 QIFY16 Q2FY16 Q3FY16 Q4FY16 QIFY17 Q2FY17 Q3FY17 Q4FY17
® Plywood EBIT margins %
PBT 798 553 44.4% 445 79.5%
PBT margins % 16.3% 12.4% 10.5% Laminates segment revenue trends
Tax 239 137 72 40%
30%
Effective tax rate 30.0% 24.7% 16.1%
20%
PAT 559 416 34.4% 373 49.9% 10%
Margins 11.4% 9.3% 8.8% 0%
Q4FY15 QIFY16 Q2FY16 Q3FY16 Q4FY16 QIFY17 Q2FY17 Q3FY17 Q4FY17
EPS (Rs.) 25 1.9 34.4% 1.7 49.9% ® | aminates revenue growth %

Source: Spark Capital
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Century Plyboards (India)

Financial Summary

Abridged Financial Statements (Standalone) Key metrics

Profit & Loss Segment revenues
Revenues 16,357 17,825 21,577 25,800 Phywood 11,735 12,609 13,748 15,258
EBTDA 2,835 2920 3,382 4,433 Laminates 3,353 3,636 4450 5,447
Other Income 65 227 275 328 CFs 837 878 931 1,079
Depreciation 437 524 i 759 Growth ratios
EBIT 2,453 2823 3,085 3,963 Revenues 3% 5% 21% 20%
Interest 455 286 &2z az2 EBMTDA 13% 3% 23% Z23%
PBT 1,998 2,337 2 657 3,541 PET 11% 17% 14% 33%
Exceptionals loss/{Income) - - - - PAT 13% 9% 15% 33%
Tax 300 481 333 T2 Margins Ratios
PAT after exceptionals 1,698 1,856 2134 2,833 EBMTDA 17.3% 16.4% 16.6% 17.2%
Balance Sheet PET 12.2% 13.1% 12.4% 13.7%
Metworth 5,251 7,086 8,793 11,060 PAT 10.4% 10.4% 9.9% 11.0%
Total Debt 4 556 6,077 5,427 5,627 Performance Ratios
Deferred Tax & MI (655) (689) (689} (689) Met Debt to Equity (x) 0.8 0.8 0.7 0.5
Total Networth & Liabilities 9,151 12,475 14,532 15,998 RoAE (%) 3T2% 30.1% 25.9% 28.5%
Gross Block 4374 5,422 10,514 11,514 RoCE (%) 224% 18.1% 17.4% 19.9%
Met Block + CWIP 2,505 3,336 6,609 7,011 Gross Asset Turnover (x) 39 3.6 27 2.3
Investments 457 960 960 960 Net Working Capital Days 124 115 109 108
Met working capital (ex cash} 5,550 5640 6417 7,645 Interest coverage (x) 53 92 7.3 9.4
Cash 190 533 345 330 Valuation metrics
MNet working capital 5,749 6,178 6,762 8,027 Shares Qutstanding {mn} 223 223 223 223
Total Assets 9,151 12,475 14,532 15,998 Market Cap (Rs. mn}) 33,406 33,406 33,406 33,406
Cash Flows EPS 76 8.3 56 127
Cash flows from operating 2,895 2507 2 556 2822 P/E(x) 31.5 2838 250 185
Caszh flows from investing (1,287} (3,423) (2,250} (1,000} Price to Book (x) 102 7o 6.1 4.8
Cazh flows from financing (1,588) 957 (499) (1,789) EVVEBITDA (x) 200 19.2 16.6 13.2
Free Cazh Flows 1,144 (803} (116} 1401 Dividend yield (%) 0.4% 0.4% 0.58% 0.2%
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FY11-16 CAGR %

EBIT PAT

Century Plyboards (India) Ltd — Crystal Ball Gazing Revenue

12%

23% 18% 22%

CPBI has added
capacity
aggressively over
the last two years
in both plywood and
laminates business.
and with the entry
into MDF business,
the company will
offer entire gamut of
wood panel
products .With a
strong brand image,
widespread dealer
network, and
enhanced
capacities, we
believe CPBI is well
placed to benefit
from rising demand
for building
products and shift
to branded

products.

- FY11 | FY15 | FY16 | FY17 |FY18E|FY19E|FY20E FY21E

from unorganized Se"e”” 9,309 15,648 16,357 17,825 21,577 25,800 29,158 33,101
segment to continue

Market share gain

e Ebitda 967 2,498 2,835 2,920 3,592 4,433 5,185 5,911
resulting into

revenue cagr of 17% Margins 10.4% 16.0% 17.3% 16.4% 16.6% 17.2% 17.8% 17.9%

for FY17E-FY21E PAT 745 1,508 1,698 1,856 2,134 2,833 3,505 4,126

. - FY11 | FY15 | FY16 | FY17 |FY18E|FY19E|FY20E FY21E
Leverage to decline

from 0.8x in FY17E to RoCE 19.0% 22.4% 22.4% 18.1% 17.4% 19.9% 21.1% 21.0%

s [y A= Leverage 072 125 083 078 069 047 026 0.09
ROE’s to fall on Working
lower capacity capital days

CFO (Rs
nm)

97 137 124 115 109 108 107 106

utilizations at newer 509 1,378 2,895 2,907 2,556 2,822 3,777 4,241

facilities

P/E multiple FY20E EPS Price target

Expect multiple to 2% 18.5 408

sustain 23x 185 426

Trading History — % of times stock traded

Fwd PE <16x 16x-18x | 18x-20x | 20x-22x >22X
range

SPARK I

Cumulative TOTAL

Dividends of RETURN OF
Rs. 8 1.7x

EPS CAGR of
22%, exit
multiple of 22x
FY21E
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Century Plyboards (India)
Spark Disclaimer Rs. 245 BUY

Rs. : N
300 - Century Plyboard — 3 Year Price and Rating History 03/Feb/17 205 265 Buy
(J [} 07/Nov/16 225 265 Buy
05/Aug/16 210 235 Buy
200 13/May/16 175 210 Buy
22/Mar/16 165 185 Buy
10/Nov/15 175 200 Buy
100 1 04/May/15 205 230 Buy
23/Jan/15 185 230 Buy
0 i i 05/Jan/15 162 195 Buy

May-14 Nov-14 May-15 Nov-15 May-16 Nov-16 May-17

Price ® Target

Spark Capital Advisors (India) Private Limited (Spark Capital) and its affiliates are engaged in JECECEINERC L RIIE Y TEE T
investment banking, investment advisory and institutional equities and infrastructure advisory

X L . . BUY Stock expected to provide positive returns of >15% over a 1-year horizon
services. Spark Capital is registered with SEBI as a Stock Broker and Category 1 Merchant Banker. - & B p 0 ch

L. . . Stock expected to provide positive returns of >5% — <15% over a 1-year horizon
We hereby declare that our activities were neither suspended nor we have defaulted with any stock

exchange authority with whom we are registered in the last five years. We have not been debarred IiEuag Stock expected to provide returns of <5% — -10% over a 1-year horizon

from doing business by any Stock Exchange/SEBI or any other authorities, nor has our certificate of Stock expected to fall >10% over a 1-year horizon
registration been cancelled by SEBI at any point of time.

Spark Capital has a subsidiary Spark Investment Advisors (India) Private Limited which is engaged in the services of providing investment advisory services and is registered with SEBI as
Investment Advisor. Spark Capital has also an associate company Spark Infra Advisors (India) Private Limited which is engaged in providing infrastructure advisory services.

This document does not constitute or form part of any offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. This document is
provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document should be construed as investment or financial
advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document.

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. This document is being supplied to you solely for
your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. 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 Spark Capital and/or its affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this document may come are required to inform themselves
of and to observe such applicable restrictions. 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.

Spark Capital makes no representation or warranty, express or implied, as to the accuracy, completeness or fairness of the information and opinions contained in this document. Spark Capital , its
affiliates, and the employees of Spark Capital and its affiliates may, from time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities
mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this
report.
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Disclaimer (Cont’d) R 259 .

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through an independent analysis by Spark Capital. While we would
endeavour to update the information herein on a reasonable basis, Spark Capital and its affiliates are under no obligation to update the information. Also, there may be regulatory, compliance or
other reasons that prevent Spark Capital and its affiliates from doing so. Neither Spark Capital nor its affiliates or their respective directors, employees, agents or representatives shall be
responsible or liable in any manner, directly or indirectly, for views or opinions expressed in this report or the contents or any errors or discrepancies herein or for any decisions or actions taken in

reliance on the report or the inability to use or access our service in this report or for any loss or damages whether direct or indirect, incidental, special or consequential including without limitation
loss of revenue or profits that may arise from or in connection with the use of or reliance on this report.

Spark Capital and/or its affiliates and/or employees may have interests/positions, financial or otherwise in the securities mentioned in this report. To enhance transparency, Spark Capital has
incorporated a disclosure of interest statement in this document. This should however not be treated as endorsement of views expressed in this report:

Disclosure of Interest Statement CPBI

Analyst financial interest in the company No
Group/directors ownership of the subject company covered No
Investment banking relationship with the company covered No
Spark Capital’s ownership/any other financial interest in the company covered No
Associates of Spark Capital’s ownership more than 1% in the company covered No
Any other material conflict of interest at the time of publishing the research report No

Receipt of compensation by Spark Capital or its Associate Companies from the subject company covered for in the last twelve months:

= Managing/co-managing public offering of securities No
= |nvestment banking/merchant banking/brokerage services

= Products or services other than those above

= |n connection with research report

Whether Research Analyst has served as an officer, director or employee of the subject company covered No

Whether the Research Analyst or Research Entity has been engaged in market making activity of the Subject Company; No

Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensations was, is or will be, directly or indirectly, related to the specific recommendation or views expressed in the report.

Additional Disclaimer for US Institutional Investors

This research report prepared by Spark Capital Advisors (India) Private Limited is distributed in the United States to US Institutional Investors (as defined in Rule 15a-6 under the Securities
Exchange Act of 1934, as amended) only by Auerbach Grayson, LLC, a broker-dealer registered in the US (registered under Section 15 of Securities Exchange Act of 1934, as amended).
Auerbach Grayson accepts responsibility on the research reports and US Institutional Investors wishing to effect transaction in the securities discussed in the research material may do so through
Auerbach Grayson. All responsibility for the distribution of this report by Auerbach Grayson, LLC in the US shall be borne by Auerbach Grayson, LLC. All resulting transactions by a US person or
entity should be effected through a registered broker-dealer in the US. This report is not directed at you if Spark Capital Advisors (India) Private Limited or Auerbach Grayson, LLC is prohibited or
restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that Auerbach Grayson, LLC and Spark Capital Advisors
(India) Private Limited are permitted to provide research material concerning investment to you under relevant legislation and regulations.
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