Q3FY24 Result Review

Astral HOLD

One off items weighed on margins, promising outlook

Summary

Astral Ltd’s Q3FY24 result was below our estimate on net sales front, while
margins were a miss owing to one off expenses incurred in Q3FY24. Softening of
polymer prices led to inventory loss of Rs200mn, further dented operating
margin. Astral continued new capacity addition which would be operational in
upcoming quarter. The management sounded optimistic of robust demand in
piping. Net sales was up by 8.1%YoY to Rs13.7bn, while EBITDA improved by
10%YoY to Rs2bn. The company reported net profit of Rsl.1bn, down by 23.8%
YoY. Astral remains our preferred pick amongst our building material products
universe given its superior product mix, extensive distribution network and
healthy balance sheet. We roll over to FY26E and maintain HOLD with a revised
TP of Rs2,138 (from Rs2,116), assigning 70x PER on FY26E.

Key Highlights and Investment Rationale

= Another quarter of healthy volume growth of pipes division: The company
reported 15%YoY increase in sales volume to 52,734MT, while NSR declined
by 7% YoY to Rs189/Kg. Adhesive segment witnessed 11% YoY increase in net
sales to Rs3,721mn. UK division witnessed sharp drop of silicon prices, which
dented EBITDA, while bathware segment has touched quarterly run rate of
Rs200mn. The management guided that polymer prices will stabilize by end of
Q4FY24 and should reflect in improvement in NSR in future.

= Sustainable earnings growth on card, HOLD with a TP of Rs2,138: We believe
with foray into paints and bathware segment, Astral has entered into yet
another growth phase. With polymer prices stabilizing, we expect NSR to
improve, given demand dynamics are favorable. We continue to like the stock
for its sustainable, long term growth story. HOLD with a TP of Rs2,138.

(@ IDBI capital

TP Rs2,138 | Key Stock Data
CMP Rs1,873  Bloomberg / Reuters ASTRA IN/ASPT.BO
Potential upside/downside 14%  Sector Plastic Building Material
Previous Rating HOLD  shares o/s (mn) 269
Price Performance (%) Market cap. (Rs mn) 503,219
-1m 3m -12m 3-m daily avg Trd value (Rs mn) 441
Absolute (1.8) 2.5 26.7 52-week high/low Rs2,058 /1,298
Rel to Sensex (0.2)  (8.5) 7.1  Sensex/ Nifty 71,140/ 21,522
EPS (Rs) FY24E FY25E FY26E Promoters 54.1
IDBI Capital 21.4 26.5 30.5 Fll 19.8
Consensus 23.0 29.9 36.7 DIl 11.8
% difference (7.0) (11.3) (16.8) Public 14.3
Financial snapshot (Rs mn)
Year FY22 FY23 FY24E FY25E FY26E
Revenue 43,940 51,585 58,139 68,355 74,830
Change (yoy, %) 38.3 17.4 12.7 17.6 9.5
EBITDA 7,553 8,099 9,679 11,536 12,906
Change (yoy, %) 17.2 7.2 19.5 19.2 11.9
EBITDA Margin(%) 17.2 15.7 16.6 16.9 17.2
Adj.PAT 4,838 4,584 5,759 7,132 8,216
EPS (Rs) 24.1 17.0 21.4 26.5 30.5
Change (yoy, %) 19.6 (29.2) 25.6 23.9 15.2
PE(x) 77.9 110.1 87.6 70.8 61.4
Dividend Yield (%) 0.1 0.1 0.2 0 0
EV/EBITDA (x) 49.2 61.6 514 43.0 38.4
RoE (%) 22.9 18.2 19.5 20.4 20.0
RoCE (%) 27.9 22.6 23.4 24.4 23.6

Source: IDBI Capital Research
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Concall highlights:

In the current quarter, the consolidated revenue witnessed a growth of 8.1%, and the EBITDA showed
impressive growth at 14.7% on a YoY basis.

The Plumbing segment, encompassing pipes and sanitary and faucet ware, recorded substantial revenue
growth, amounting to 10%, respectively. Furthermore, the EBITDA in this segment exhibited YoY growth of
15%.

For the Paints and adhesives segment, the company reported a revenue growth of 11% followed by the
segment EBITDA growth of 14% on a YoY basis.

The company has achieved substantial growth in the second quarter of FY24, marked by a consistent 8.1%
increase in the volume of pipes, extending its growth streak from the previous quarter.

The UK business generated revenues of Rs810mn, accompanied by a loss of Rs24mn. The 9MFY24 revenue
of Rs2,700mn and an EBITDA of Rs55mn, with a more favorable Q4 is anticipated.

The Bathware segment contributed Rs200mn in revenue but reported a loss of Rs40mn. The loss was
primarily attributed to expenses related to exhibitions and branding efforts.

Gem Paints company achieved a quarterly revenue of Rs470mn, boasting an EBITDA margin of 18.5%.

Sales volume of plastic segment increased by 15% YoY to 52,734MT. NSR declined by 7% over Q3FY23 to
Rs189/Kg.

Consolidated cash and bank balances as at December 31, 2023 is Rs3,323mn after payment of 80% stake
acquisition of Gem Paints Private Limited.

Employee costs for the quarter rose, primarily due to the addition of skilled and senior-level labor and
expansion of workforce.

Noteworthy one-off expenditures in Q3FY24 include Rs110mn for the company's 25th-anniversary
celebration, a Rs40mn loss in the bathware segment mainly due to branding expenses, foreign exchange
losses, and an approximate Rs200mn inventory loss stemming from the decline in PVC and CPVC raw
material prices.
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Progress continues on all capacity addition initiatives, with the Hyderabad plant set to commence
operations by June 2024. Phase 1 will have a capacity of 40,000MT, and Phase 2's remaining 30,000MT is
expected to be operational by March 2026, depending on demand.

The Kanpur plant, with a total capex of Rs1000-1250mn, will open in phases. Phase 1 is scheduled to
commence operations by June 2025 with a capacity of about 30,000MT.

In the month of January 2024, company has started commercial production of Pipe where Tank production
was already rolled out at Guwahati Plant.

The company's capital expenditure outlook for FY25, primarily in the pipes segment, stands at Rs2500-
3000mn.

The total capex for the Dahej plant, including land, is Rs2000mn. Management anticipates synergies from
the plant contributing significantly to revenue growth within a year as volumes increase.

Management expects raw material prices to reach their lowest point by Q4FY24 and stabilize or rise by
Q1FY25, subsequently enhancing margins.

The guidance for volume growth in FY24 is set at 20%, with 9MFY24 already surpassing expectations at
24%. Despite a downward trend in raw material prices, margins are projected to reach 17%.

For the plumbing and adhesives segment, the long-term volume growth guidance stands at 15% and 15-
20%, respectively.

In terms of guidance for the bathware segment, the management envisions revenues reaching a top line of
Rs1000mn for the next year, with orders worth Rs600-900mn already in the pipeline.
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Exhibit 1: Financial snapshot

Particulars (Rs mn) Q3FY24 Q2FY24 QoQ (%) Q3FY23

Total revenues 13,702 13,630 0.5 12,678 8.1
Total expenditure 11,651 11,429 1.9 10,814 7.7
EBIDTA 2,051 2,201 (6.8) 1,864 10.0
EBIDTA margin(%) 15.0 16.1 -118bps 14.7 27bps
Depreciation 501 487 2.9 455 10.1
Interest cost 75 80 (6.3) 94 (20.2)
Other income 64 134 (52.2) (20) (420.0)
PBT 1,539 1,768 (13.0) 1,295 18.8
Tax 406 451 (10.0) 346 17.3
Adj. net profit 1,133 1,317 (14.0) 1,486 (23.8)
Adj. EPS (INR) 4.21 4.90 (14.0) 5.52 (23.8)

Source: Company; IDBI Capital Research

Exhibit 2: Actual vs. estimates

Particulars (Rs mn) Q3FY24A Q3FY24E Variance (%)
Net Sales 13,702 14,407 -4.9
EBITDA 2,051 2,426 -15.5
EBITDA Margin (%) 15.0 16.8 -187bps
Net Profit 1133 1490 -23.9
EPS, Rs 4.2 5.5 -23.9

Source: Company; IDBI Capital Research
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Exhibit 3: Quarterly Revenue & Margins performance
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales
Change (yoy, %)
Operating expenses
EBITDA
Change (yoy, %)
Margin (%)
Depreciation
EBIT
Interest paid
Other income
Pre-tax profit
Tax
Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS
Dividend per sh
Dividend Payout (%)

FY21
31,763
23.2
(25,318)
6,445
45.5
20.3
(1,165)
5,280
(131)
251
5,400
(1,248)
23.1
(38.0)
4,184
4,044
62.0
20.1
1.0

6.0

FY22
43,940
38
(36,387)
7,553
17

17.2
(1,269)
6,284
(129)
349
6,504
(1,581)
24.3
(66.0)
4,876

4,838
20
241
1.8
8.7

FY23
51,585
17
(43,486)
8,099
7

15.7
(1,781)
6,318
(400)
267
6,167
(1,557)
25.2
(29.0)
4,596
(18)
4,584
(5)
17.0
2.3
15.8

FY24E
58,139
13
(48,460)
9,679
20
16.6
(1,919)
7,760
(460)
454
7,755
(1,952)
25.2
(29.0)
5,789
5,759
26
21.4
3.0

17

FY25E
68,355
18
(56,819)
11,536
19
16.9
(2,119)
9,417
(463)
635
9,590
(2,414)
25.2
(29.0)
7,162
7,132
24
26.5
4.0

18

(Rs mn)

FY26E
74,830
9
(61,924)
12,906
12
17.2
(2,319)
10,587
(407)
858
11,038
(2,778)
25.2
(29.0)
8,246
8,216
15
30.5
5.0

20
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov

Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets

Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Total assets

Fy21
18,958
201
18,757
532
401
6,625
6,556
69
7,558
26,728

10,248
3,790
12,690
4,721
2,767
4,760
442
26,728

FY22
23,366
201
23,165
851
474
8,903
8,868
35
10,228
33,872

12,804
3,617
17,451
7,334
2,691
6,418
1,008
33,872

FY23
27,112
269
26,843
773
458
12,911
12,854
57
14,142
43,731

15,184
6,055
22,492
8,746
3,545
6,821
3,380
43,731

FY24E
31,946
269
31,677
766
458
13,475
13,414
62
14,699
49,122

15,917
7,215
25,990
10,233
4,254
7,757
3,747
49,122

FY25E
37,832
269
37,563
771
458
14,033
13,966
67
15,262
55,571

16,510
8,699
30,362
12,279
5,105
8,859
4,119
55,571

(Rs mn)
FY26E
44,478
269
44,209
814
458
14,697
14,623
74
15,969
62,923

16,886
10,484
35,553
14,735

6,126
10,140

4,553
62,923
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Cash Flow Statement (Rs mn)
Year-end: March FY21 FY22 FY23 FY24E FY25E FY26E
Pre-tax profit 5,400 6,504 6,167 7,755 9,590 11,038
Depreciation 1,165 1,269 1,781 1,919 2,119 2,319
Tax paid (1,277) (1,581) (1,549) (1,952) (2,414) (2,778)
Chg in working capital 895 (81) 1,540 (1,693) (2,406) (2,880)
Other operating activities - - - - - -
Cash flow from operations (a) 6,183 6,111 7,939 6,028 6,889 7,698
Capital expenditure (1,733) (3,825) (4,161) (2,651) (2,712) (2,695)

Chg in investments - - - - - _

Other investing activities - - - - - -

Cash flow from investing (b) (1,733) (3,825) (4,161) (2,651) (2,712) (2,695)
Equity raised/(repaid) 50 - 68 - - -
Debt raised/(repaid) (792) 319 (78) (7) 5 43
Dividend (incl. tax) (241) (422) (726) (968) (1,291) (1,614)
Chg in monorities 6 - 2,170 (29) (29) (29)
Other financing activities (14) (525) (4,809) (1,229) (1,674) (1,721)
Cash flow from financing (c) (991) (628) (3,375) (2,233) (2,989) (3,321)
Net chg in cash (a+b+c) 3,459 1,658 403 1,143 1,188 1,683
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Financial Ratios

Year-end: March FY21 FY22 FY23 FY24E FY25E FY26E

Book Value (Rs) 93.0 115 100 118 140 164
Adj EPS (Rs) 20.1 24.1 17.0 21.4 26.5 30.5
Adj EPS growth (%) 21.7 20 -29 26 24 15
EBITDA margin (%) 20.3 17.2 15.7 16.6 16.9 17.2
Pre-tax margin (%) 17.0 14.8 12.0 13.3 14.0 14.8
Net Debt/Equity (x) 0.2 0.2 -0.2 -0.2 -0.2 -0.2
ROCE (%) 28.5 28 23 23 24 24
ROE (%) 23.8 23 18 20 20 20
DuPont Analysis
Asset turnover (x) 1.3 1.5 1.3 1.3 1.3 1.3
Leverage factor (x) 1.5 14 1.5 1.6 1.5 14
Net margin (%) 12.7 11.0 8.9 9.9 10.4 11.0
Working Capital & Liquidity ratio
Inventory days 54 61 62 64 66 72
Receivable days 32 22 25 27 27 30
Payable days 75 75 67 63 56 53
Valuations
Year-end: March FY21 FY22 FY23 FY24E FY25E FY26E
PER (x) 93.2 77.9 110.1 87.6 70.8 61.4
Price/Book value (x) 20.2 16.3 18.8 15.9 13.4 11.4
EV/Net sales (x) 11.7 8.5 9.7 8.6 7.3 6.6
EV/EBITDA (x) 57.9 49.2 61.6 51.4 43.0 38.4
Dividend Yield (%) 0.1 0.1 0.1 0.2 0.2 0.3

Source: Company; IDBI Capital Research
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6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) — INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G01075578
Compliance Officer: Pushkar Vartak; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are 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, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further 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.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital 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 jurisdictions or to certain category of investors. Persons in whose possession this report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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