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Another disappointing quarter-this time it's MDF and laminates

i inti i Achal Lohade
Century Plyboards (Century) reported another disappointing quarter with EBITDA of achal Johade@imfl.com [ Tel: (91 22) 66303081

INR753mn, 13% below JMFe (+6% YoY on low base) . The company reported 1% increase Shrenik Bachhawat
in ply volume QoQ (+13% YoY on low base;+ 5% 2yr CAGR) while EBITDA margins shrenik.bachhawat@jmfl.com | Tel: (91 22) 66303074
contracted 220bps (15.8% vs 15% JMFe), despite 240ps expansion in gross margins. MDF Manish Agrawal
too reported a weak performance with contraction in volume (-4% QoQ), realisation (-4%) manish.agrawal@jmfl.com | Tel: (91 22) 66303068

and hence EBITDA margins (-1040bps to 6.1%), well below management guidance and our
estimates. We have a HOLD rating on the stock.

= 2QFY19 Summary: Total Revenue was up 6% QoQ (19% up YoY; 2% below JMFe; as
the base was low in 2QFY18 due to ply business) while EBITDA declined by 14% QoQ
(6% up YoY; 13% below JMFe) on back of poor performance in MDF and Laminate
segment. EBITDA margin contracted to 13.3% in 2QFY19 (300bps down QoQ, 130bps
below JMFe). Adj. net income fell by 16% QoQ (3% down YoY; 9% below JMFe)
.Company has changed its depreciation policy from Written Down Value (WDV) to
Straight Line Method (SLM) from 1 April, 2018.

= Plywood performance just steady: Plywood Revenue was up by 2% QoQ (5% up YoY;
2% below JMFe) while, EBITDA declined by 11% QoQ (24% up YoY; 3% above JMFe;
low base in 2QFY18).

- Core Plywood volumes grew by 1% QoQ (13% up YoY) while, Commercial veneer
volumes were flat QoQ (42% down YoY)

- Overall realisations grew by 1% QoQ (1% up YoY) while, commercial veneer
realisations fell by 14% QoQ (18% down YoY)

- While gross margins expanded to 33.5% (250bps up QoQ) but EBITDA margin
contracted to 15.8% (220bps down QoQ)

m  MDF segment sees further weakness: MDF revenue declined by 12% QoQ (17% below
JMFe) and EBITDA fell by 67% QoQ (65% below JMFe) on back of poor volumes and
realisation. Capacity utilisation was at 55% in 2QFY19 (60% in 1QFY19), as against
guidance between 60-65%.

- MDF volumes declined by 9% QoQ (16% below JMFe) along with drop in realisations
of 4% QoQ

- Gross _margin _contracted to 25.7% (340bps down QoQ) and EBITDA margin
contracted to 6.1% (1,035bps down QoQ)

= Laminates volume springs a negative surprise: Laminate Revenue was up by 21% QoQ
(11% down YoY; 20% below JMFe) and EBITDA grew by 11% QoQ (63% down YoY;
44% below JMFe) mainly due to poor volume growth.

- Core laminate volumes grew by 13% QoQ (4% down YoY; 16% below JMFe) while
realisations grew by 7% QoQ (4% YoY)

- Gross margins marginally expanded to 25.5% (25bps up QoQ) while EBITDA margins
contracted to 7.7% (70bps down QoQ)

m  Working capital steady: Net working capital days marginally increased to 72days in
2QFY19 (69days in 1QFY19; creditor days fell from 42days in 1QFY19 to 39days in Bloomberg - IMFR <GO>,
2QFY19). Net debt reduced to INR 4.7bn in 2QFY19 (INR 4.9bn in Mar’18). Company has Thomson Publisher & Reuters
guided for capital expenditure of INR 1.5bn in FY19 (INR 0.8bn spent in 1HFY19) and INR  sgp Capital IQ and FactSet
0.9bn in FY20.

JM Financial Research is also available on:

. . m . Please see Appendix | at the end of this
m  The company is hosting a conference call tomorrow, Tuesday 6" Nov at 2.30PM IST. Dial report for Important Disclosures and

in details: (India- 91 22 6280 1148, USA- 1866 746 2133; UK- 0808 101 1573;  pisclaimers and Research Analyst
Singapore- 800 101 2045 and Hong Kong- 800 964 448). At CMP of INR 174, the stock  Certification.
trades at 17.1 x FY20E EPS. We have a HOLD rating.
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Exhibit 1. Quarterly Financial Summary (Standalone)

INR mn 2Q18 2Q19 YoY 1Q19 QoQ 2Q19E Var 1HFY18 1HFY19 YoY
Net Sales 4,746 5,644 19% 5,343 6% 5,869 -4% 9,132 10,987 20%
MDF 612 NM 698 -12% 734 -17% 8 1,310 NM
Ex-MDF 4,746 5,033 6% 4,644 8% 5,136 -2% 9,124 9,677 6%
Raw Material Cost 2,545 2,945 16% 2,754 7% 3,111 -5% 4,884 5,699 17%
Gross Profit 2,201 2,700 23% 2,589 4% 2,759 -2% 4,248 5,288 24%
Gross Margin 46.4% 47.8% 150 bps 48.5% -60 bps 47.0% 80 bps 46.5% 48.1% 160 bps
Employee cost 676 840 24% 790 6% 777 8% 1,365 1,630 19%
% of sales 14.2% 14.9% 60 bps 14.8% 10 bps 13.2% 160 bps 14.9% 14.8%
Other expenses 816 1,106 36% 923 20% 1,119 -1% 1,526 2,029 33%
% of sales 17.2% 19.6% 240 bps 17.3% 230 bps 19.1% 50 bps 16.7% 18.5%
Total Expenditure 4,037 4,891 21% 4,467 9% 5,007 -2% 7,774 9,359 20%
EBITDA 709 753 6% 875 -14% 862 -13% 1,357 1,628 20%
EBITDA margin 14.9% 13.3% -160 bps 16.4% -300 bps 14.7% -130 bps 14.9% 14.8% 0 bps
MDF EBITDA 38 NM 115 -67% 106 -65% 0 153 NM
MDF margin 6.1% NM 16.5% -1040 bps 14.5% -840 bps 0.0% 11.7% NM
Ex-MDF EBITDA 709 716 1% 760 -6% 756 -5% 1,357 1,476 9%
Ex-MDF margin 14.9% 14.2% -70 bps 16.4% -210 bps 14.7% -50 bps 14.9% 15.3% 40 bps
Depreciation 138 113 -19% 108 4% 115 -2% 270 221 -18%
EBIT 571 641 12% 767 -16% 747 -14% 1,087 1,408 29%
Net finance cost 45 145 226% 129 13% 127 14% 91 274 200%
Other Income 6 10 61% 6 73% 8 25% 12 16 35%
Interest 51 155 206% 134 15% 135 15% 103 290 182%
XO Inc/-Exp 3 -1 -10 -80 -45 -21
PBT 529 485 -8% 628 -23% 540 -10% 951 1,113 17%
Tax Expense 128 106 -17% 175 -39% 174 -39% 208 281 35%
Tax Rate 24.2% 22.0% -220 bps 27.8% -580 bps 32.1% -1020 bps 21.9% 25.3% 340 bps
Reported Net Profit 401 378 -6% 454 -17% 366 3% 743 832 12%
Adjusted Net Profit 399 387 -3% 461 -16% 424 -9% 780 848 9%

Source: Company, JM Financial
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Exhibit 2. Segmental Information

INR mn 2Q18 2Q19 YoY 1Q19 QoQ 2Q19E Var 1HFY18 1HFY19 YoY
Volume
Plywood and Allied (cbm) 61,858 64,337 4% 63,734 1% 64,633 0% 1,24,848 1,28,071 3%
Plywood 50,024 56,466 13% 56,055 1% 55,026 3% 1,02,035 1,12,521 10%
Deco Ply 2,939 2,690 -8% 2,509 7% 3,380 -20% 4,949 5,199 5%
Commercial Veneer 8,895 5,181 -42% 5,170 0% 6,227 -17% 17,864 10,351 -42%
Laminates (mn Nos) 1.54 1.49 4% 1.31 13% 1.78 -16% 2.58 2.80 9%
MDF (cbm) 27,037 NM 29,659 -9% 32,175 -16% 0 56,696 NM
Realisation
Plywood and Allied (Rs/cbm) 49,447 49,963 1% 49,627 1% 50,739 2% 51,952 49,796 -4.2%
Plywood (Rs/cbm) 46,070 47,064 2% 46,563 1% 46,300 2% 94,392 93,627 -0.8%
Deco Ply (Rs/cbm) 1,27,084 1,41,970 12% 1,39,020 2% 1,41,063 1% 2,69,174 2,80,990 4.4%
Commercial Veneer (Rs/com) 41,282 33,797 -18% 39,458 -14% 40,456 -16% 41,424 36,624 -11.6%
Laminates 689 717 4% 669 7% 683 5% 678 694 2.5%
Exteria 3,697 5,760 56% 5,706 1% 5,518 4% 5,777 5,734 -0.7%
MDF NM 22,617 NM 23,544 -4% 22,800 -1% NM 23,102
Net revenues 4,746 5,644 19% 5,343 6% 5,869 -4% 9,132 10,987 20%
Plywood and Allied 3,059 3,215 5% 3,163 2% 3,279 2% 6,486 6,377 2%
Plywood 2,305 2,658 15% 2,610 2% 2,548 4% 4,818 5,268 9%
Deco Ply 374 382 2% 349 9% 477 -20% 659 731 1%
Commercial Veneer 367 175 -52% 204 -14% 252 -30% 740 379 -49%
Laminates 1,246 1,106 -11% 915 21% 1,375 -20% 1,966 2,021 3%
MDF 1 612 NM 698 -12% 734 -17% 8 1,310 NM
Particle Board 125 286 130% 182 57% 150 91% 286 469 64%
Logistics- CFS 249 260 4% 272 4% 262 -1% 488 532 9%
Others 106 154 45% 95 61% 70 119% 200 249 24%
Segmental EBITDA 709 753 6% 875 -14% 862 -13% 1,357 1,628 20%
Plywood and Allied 409 507 24% 569 -11% 492 3% 828 1,076 30%
Laminates 228 85 -63% 77 1% 151 -44% 352 162 -54%
MDF 0 38 NM 115 NM 106 -65% 0 153 NM
Particle Board 29 55 89% 51 8% 30 NM 47 106 NM
Logistics- CFS 93 89 -4% 92 -3% 81 9% 184 180 -2.2%
Others 1 12 1917% 3 365% 1 -3 15 -559.4%
EBITDA Margins 14.9% 13.3% -160 bps 16.4% -300 bps 14.7% -130 bps 14.9% 14.8% 0 bps
Plywood and Allied 13.4% 15.8% 240 bps 18.0% -220 bps 15.0% 80 bps 12.8% 16.9% 410 bps
Laminates 18.3% 7.7% -1060 bps 8.4% -70 bps 11.0% -330 bps 17.9% 8.0% -990 bps
MDF NM 6.1% NM 16.5% NM 14.5% -840 bps 0.0% 11.7% NM
Particle Board 23.3% 19.2% -420 bps 27.9% -870 bps 20.0% -80 bps 16.5% 22.6% 610 bps
Logistics- CFS 37.2% 34.1% -310 bps 33.6% 50 bps 31.0% 310 bps 37.8% 33.9% -390 bps
Others 0.6% 7.9% 730 bps 2.7% 520 bps 2.0% 590 bps -1.6% 5.9% 750 bps

Source: Company, JM Financial
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Quarterly charts

Exhibit 1. Plywood volume growth trend

Exhibit 2. Laminates volume growth trend

(c)l(n)r% Plywood volumes == YoY growth (RHS) nmons Laminate volumes == YoY growth (RHS)
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Exhibit 3. Overall revenue growth trend Exhibit 4. Plywood and Laminates revenue growth trend
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Exhibit 5. Plywood EBITDA and margin trend Exhibit 6. Laminates EBITDA and margin trend
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Exhibit 7. Overall EBITDA and margin trend

Exhibit 8. Profitability growth trends
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APPENDIX |

JM Financial Institutional Securities Limited
(formerly known as JM Financial Securities Limited)

Corporate Identity Number; U67100MH2017PLC296081
Member of BSE Ltd., National Stock Exchange of India Ltd. and Metropolitan Stock Exchange of India Ltd.
SEBI Registration Nos.: Stock Broker - INZ000163434, Research Analyst — INHO00000610
Registered Office: 7th Floor, Cnergy, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India.
Board: +9122 6630 3030 | Fax: +91 22 6630 3488 | Email: jmfinancial.research@jmfl.com | www.jmfl.com
Compliance Officer: Mr. Sunny Shah | Tel: +91 22 6630 3383 | Email: sunny.shah@jmfl.com

Definition of ratings

Rating Meaning

Buy Total expected returns of more than 15%. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 15% upside from the current market price.
Sell Price expected to move downwards by more than 10%

Research Analyst(s) Certification
The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:
All of the views expressed in this research report 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 or indirectly related to the specific recommendations or views expressed in this research
report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written
consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein.

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading
memberships of the BSE Ltd. (BSE), National Stock Exchange of India Ltd. (NSE) and Metropolitan Stock Exchange of India Ltd. (MSEI). No material disciplinary
action has been taken by SEBI against JM Financial Institutional Securities in the past two financial years which may impact the investment decision making of the
investor.

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional
clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management,
brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing
offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies)
covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from
the company(ies) mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the 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 company(ies) covered under this report or (c) act as an advisor or lender/borrower to,
or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in,
it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and members of their household are prohibited from buying or selling
debt or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report.
The Research Analyst(s) principally responsible for the preparation of this research report or their relatives (as defined under SEBI (Research Analysts) Regulations,
2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the company(ies) covered
under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time of publication of this
report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.

While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This
report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

JM Financial Institutional Securities Limited Page 6



Century Plyboards 5 November 2018

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

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 JM Financial Institutional
Securities and/or its affiliated company(ies) 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 report may come, are required to inform themselves of
and to observe such restrictions.

Persons who receive this report from JM Financial Singapore Pte Ltd may contact Mr. Ruchir Jhunjhunwala (ruchir.jhunjhunwala@jmfl.com) on +65 6422 1888 in
respect of any matters arising from, or in connection with, this report.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

JM Financial Institutional Securities only accepts orders from major U.S. institutional investors. Pursuant to its agreement with JM Financial Institutional Securities,
JM Financial Securities effects the transactions for major U.S. institutional investors. Major U.S. institutional investors may place orders with JM Financial
Institutional Securities directly, or through JM Financial Securities, in the securities discussed in this research report.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside
the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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