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Cera Sanitaryware (CRS) has come a long way from a single product company to a
multi-product company with market leadership in sanitaryware and one of the key
players in faucetware. In sanitaryware segment, Cera holds 17% of organized market
share while 4% in faucetware. Sharp focus on capital employed, working capital and
high product quality coupled with technology-based innovation are the key drivers for
Cera’s success. Given low interest rate cycle, Gol’s focus on affordable housing and
conducive industry conditions we expect Cera’s sales/EBITDA/PAT to grow at CAGR of
18%/24%/32%, respectively. We estimate margins to reach 15.1% in FY24E. We initiate
with a Buy rating on the stock with target price of Rs6,371. We value the stock at 35x
FY24E, in-line to its last three year’s PE multiple.

Well established strategies in place to keep the pricing power high

CRS has remained a focused player in tier Ill/ll markets where it faces limited
competition, which has led to maintain its pricing power. Projects in small cities usually
need no external financing and most of the projects are G+4 or G+7. Hence, the delivery
time is less than 12 months keeping the demand less lumpy. Lastly, these markets have
buyers for high end products since the cost of land and land approval is relatively low.
For Cera, tier Ill market contributes ~54% while tier Il and tier Ill combined contributes
~69% to the total sales as of 9MFY22. Secondly, Cera’s ~75% of sales is from retail
channel while rest from institution. Higher contribution from retail allows Cera to
maintain healthy gross margins of ~55%.

Diversified product portfolio to hedge risk

CRS diversified into faucetware post establishing its leadership in sanitaryware by 2011.
In 2013, it further diversified its revenue stream by venturing out in tiles through JVs.
CRS also markets sinks (trading) and customised shower partition/cubicle,
bathtub/whirlpool and mirrors. Over FY14-21, contribution from sanitaryware has gone
down from 72% to 49% while at the same time contribution from faucetware and tiles
have inched up from 16% to 28% and 8% to 21%, respectively.

Judicious use of capital

Over FY11-21, CRS has grown its sales at CAGR of 18% while EBITDA and PAT at CAGR of
13% and 14%, respectively. Despite scaling the business by 5x over the last decade, CRS’
balance sheet remains lean. D/E stood at 0.1x with cash and current investments of
Rs4.4bn. Cera remains a free cash flow throwing business with cumulative FCF
generation of Rs4.5bn over FY17-21.

Valuation

With uptick in real estate cycle, we expect CRS’ sales/EBITDA/PAT to grow at CAGR
of 18%/24%/32%, respectively. We expect EBITDA margins to improve to 15.1% by
FY24E. We initiate with a Buy rating on the stock with target price of Rs6,371. We
value the stock at 35x FY24E, in-line to its last three year’s PE multiple.

Financial and valuation summary

YE Mar (Rs mn) FY20A FY21A FY22E FY23E FY24E
Revenues 12,237 12,243 14,880 17,349 20,151
EBITDA 1,655 1,581 2,175 2,494 3,038
EBITDA margin (%) 13.5 12.9 14.6 14.4 15.1
Adj. Net profit 1,106 1,000 1,544 1,823 2,275
Adj. EPS (Rs) 88.5 80.0 123.6 145.8 182.0
EPS growth (%) (0.9) (9.6) 54.5 18.0 24.8
PE (x) 53.6 59.3 38.4 325 26.0
EV/EBITDA (x) 37.5 39.1 28.2 23.4 18.8
PBV (x) 7.7 6.8 6.3 5.7 5.1
RoE (%) 15.0 12.2 17.0 18.4 20.6
RoCE (%) 14.3 11.8 16.7 18.3 20.5

Source: Company, Centrum Broking

Market Data

Bloomberg: CRSIN
52 week H/L: 6,450/3,650
Market cap: Rs61.7bn
Shares Outstanding: 13.0mn
Free float: 41.9%
Avg. daily vol. 3mth: 16,763

Source: Bloomberg
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Shareholding pattern
Dec-21 Sep-21 Jun-21 Mar-21

Promoter 54.5 54.5 54.5 54.5
Flls 18.8 18.0 15.3 15.4
Dlls 11.0 11.8 11.1 10.4

Public/other 15.8 15.7 19.1 19.7
Source: BSE
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Centrum vs. consensus

Thesis Snapshot

Valuations

YE Mar (Rs mn) Centrum Consensus Variance Centrum Consensus Variance We initiate with a Buy rating and TP of Rs6,371. We assign a target multiple
FY22€ FY22€ (%) FY23E FY23E (%) of 35x FY24E. This is largely in-line to its last three year’s forward PE
Revenue 14,880 14,872 0.1 17,349 17,023 1.9 multiple.
EBITDA 2,175 2,186 -0.5 2,494 2,575 -3.1 "
Valuations Rs/share
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Peer comparison
Mkt Cap CAGR (FY21-24E) P/E (x) EV/EBITDA (x) ROE (%)
Company
(Rsmn) Sales EBITDA EPS FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
CERA Sanitaryware 59,264 18.1 24.3 32.9 38.4 32.5 26.0 28.2 23.4 18.8 17.0 18.4 20.6
Kajaria Ceramics 1,52,279 22.1 22.5 26.0 37.6 30.4 24.7 23.4 19.2 16.0 20.2 22.2 23.9

Source: Company, Centrum Broking
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Sanitaryware market in India

India is world’s second largest sanitaryware manufacturer after China with capacity of ~40
million pieces/year. The Indian sanitaryware market is concentrated in Gujarat, contributing
75% of the total sanitaryware output of India. Gujarat has an installed capacity of 30 million
pieces/year manufactured at two locations i.e., Morbi and Thangadh. Emergence of the
sanitaryware hub in these two towns of Gujarat is attributable to proximity to highways,
seaports & airports, the availability of raw material i.e., clay in Gujarat and Rajasthan and
the easy availability of manual and skilled labour. According to Morbi Ceramic Association,
there are currently 76 sanitaryware manufacturing units in Morbi with an annual production
of ~9 million pieces/year. Total annual output at Thangadh is in the range of 14-16 million
pieces/year catering to lower end of the market; and are mainly used in government
projects in rural areas or exported to Africa.

Share of major players in the India sanitaryware industry
Exhibit 1: Indian sanitaryware and faucet industry (FY21)

Sanitaryware market in India Rs48bn
Organised market 75%
Share of players in total market

CERA sanitaryware 17%
HSIL 16%
Faucetware market in India Rs90bn
Organised market ~60%
Share of players in total market

CERA sanitaryware 4%
HSIL 4%

Source: Company Annual Report, Presentation, Centrum Broking

The Indian sanitaryware industry was worth Rs48bn in FY21, of which 75% is the organised
market. Parryware India is the leader with the highest capacity in sanitaryware followed by
HSIL and CERA Sanitaryware. CERA has a share of 17% in the total market of sanitaryware
in India.

Exhibit 2: Capacity of the leading manufacturers of sanitaryware in India

Company Location Installed capacity (pcs/year)
Parryware India (Roca Group) 4 plants in Ranipet, Perundurai, Dewas, Alwar 6,300,000
nﬂt:r?edsul_sitr:;:;\nltaryware 2 plants in Bibinagar and Bhahdurgarh 3,800,000
Cera Sanitary Ware Mehsana — Gujarat 3,200,000
Jaquar India Bhachau — Gujarat 1,800,000
Anchor Sanitaryware Thangadh — Gujarat 1,800,000
Simpolo Vitrified Pvt Limited Morbi — Gujarat 1,600,000
Kohler India Jhagadia — Gujarat 1,500,000
Bell Sanitarywares Morbi — Gujarat 1,200,000
Rak Ceramics India Samalkot - Andhra Pradesh 1,100,000
Somany Morbi — Gujarat 1,100,000

Source: World Ceramic Review, Centrum Broking
Import/Export dynamics for sanitaryware market

World ceramic sanitaryware import/export flows grew at CAGR of 6% from 2mn tons to
3.5mn tons over the period 2009-2019. In 2019, sanitaryware exports continued to rise with
4.6% growth on 2018 levels. Asia further consolidated its position as the largest world
sanitaryware exporter, with an increase in its share of world exports from 60% to 62.8%,
thanks to strong growth in 2019 (2.2 million tons, +9.1%). This was largely due to Chinese
exports, although other main Asian exporters (India, and Vietnam) also registered good
export growth. China alone accounted for 79% of Asian and 60.6% of world exports. Mexico,
the second largest exporter country, registered 11.7% share of global exports.

Centrum Institutional Research
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Exhibit 3: Revenue mix by geographies (%)

Key Investment Thesis

Focused player in Tier Il and Ill towns

Cera Sanitaryware’s 55-60% of sales come from tier Il towns (population below 1mn) while
tier | cities (population above 2.5mn) contribute 25-30% to the total sales; rest is from tier
Il towns. Going forward, Cera will continue to remain focused on tier Il and tier Ill towns,
which will contribute ~75% to the total sales.

Exhibit 4: Revenue mix by geographies (%)
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There are multiple reasons for Cera to remain focused on smaller pockets of tier Il and tier
IIl towns. First, competition in metros and tier | cities is high mainly from MNC and pan India
players. Second, tier 1l/Ill markets do not depend on external financing for real estate
projects. These projects are largely self-funded by the builders. As a result, delivery time is
very fast compared to projects in metros and tier | cities. Also, most of the projects in tier Il
and tier lll towns are either G+4 or G+7 unlike the ones in metros and tier | which are usually
multi units multi building projects. Smaller the project sizes faster the completion. Third,
the myth is that in tier Il and tier Ill towns consumers don’t buy high end products. However,
the observation has been different, given the spending on land and land approval process
is relatively low in smaller towns, purchasing power of consumers for high end products is
high. Fourth, Cera’s dealer network has deep penetration in tier Ill towns. Key influencers
in these pockets are usually plumbers and contractors who consult dealers for making their
purchases. With high dealer network penetration, Cera’s dealers are able to influence the
plumbers and contractors. Company’s lot of marketing activities are focused on tier Ill
towns. Fifth, in tier Ill market, Cera is represented via dealers rather than direct sales
officers. Wherever company is present through direct sales officers there is always scope of
price negotiations between the consumer and the company. With no direct sales force,
price negotiations is negligible in tier Ill towns for Cera. As per the management, 70% of
inventory is in affordable housing segment which is largely catering to smaller towns.

The rising income in the rural segment has helped Cera to broaden its market size, which in
turn, has helped the company to maintain its revenue mix in the mass market, despite the
company increasing its presence in the niche premium category. Further, the rising rural
income that has started gaining pace since the middle of the previous decade (2000-2010)
helped Cera to tap the aspirational rural and semi-urban population of the country. This was
contributed by many factors including higher minimum support prices (MSP), increased
wage rates in the rural segment and revised pay scales of the working population in the
rural/semi urban segment.

Centrum Institutional Research
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Prudent mix of premiumization helps keep leadership in
sanitaryware

Cera has maintained a judicious mix of focus on the mass market and presence in the
premium segment. Despite it having a dominant presence in the mass market, the company
has not lost sight on the premium segment. It has nearly 55% of the sanitaryware revenues
coming from the premium category.

The largely unchanged real estate pricing in the premium category coupled with the
increasing affordability and changing taste of the rural population has further helped Cera
in addressing the changing requirements in the premium category.

Exhibit 5: Sanitaryware revenue mix by product range (%) Exhibit 6: Sanitaryware revenue mix by product range (%)
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This has helped CRS to increase its market share (~17%) in the organised sanitaryware
segment and gain leadership by overtaking market leaders like HSIL and Parryware.
Nevertheless, critical balancing of prudent advertisement spending and check on the capital
expenditure aiding healthy balance sheet has helped CRS to retain the market share, while
the leaders lost their leadership position.
Exhibit 7: Faucetware revenue mix by product range (%) Exhibit 8: Faucetware revenue mix by product range (%)
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Exhibit 9: Blended revenue mix by product range (%) Exhibit 10: Blended revenue mix by product range (%)
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Apart from being focused on tier Il and tier Ill towns, Cera has focused on retail sales over
institutional sales. In retail sales, Cera commands better pricing and margins compared to
institution.

Exhibit 11: Institutional vs. Retail (%) Exhibit 12: Institutional vs. Retail (%)
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Note: FY21 and 9MFY22 data not available; Source: Company, Centrum Broking Note: 2QFY21 onwards data not available; Source: Company, Centrum Broking
Widening product portfolio to de-risk earnings concentration
Cera started as a sanitaryware manufacturer, but now generates revenues from multiple
products used in the washroom. After stabilising its share in sanitaryware, the company
ventured into manufacturing faucets in FY11 and tiles via 51% JV in FY13. Cera also markets
(trading) sinks, customised shower partition/cubicle, bathtub/whirlpool and mirrors. The
share of faucets/tiles has increased from 16%/8% in FY14 to 28%/21%, respectively in FY21.
Exhibit 13: Revenue mix by product categories (%) Exhibit 14: Revenue mix by product categories (%)
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Going forward, we expect sales contribution from sanitaryware and faucetware combined
to remain at 80-85%. Management has guided that it wants to reduce the contribution from
tiles segment in coming years given the low margins the segment makes.

Centrum Institutional Research
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The widening of the product mix has helped Cera de-risk its revenue concentration from a
single revenue stream to multiple revenue streams. Further, Cera has emerged from a
sanitaryware product company to a complete bathroom solutions provider. This was after
a meticulous and one-step at a time strategy. Cera focused on the sanitaryware products
for over two decades, ventured into the faucet business over a decade ago and post tasting
success, ventured into the tiles business. This helped the company to transform itself from
a challenger in the sanitaryware business to a business leader in the industry. This journey,
however, was steady with calculated risks that helped the company to expand into various
business segments without foregoing its basic business module of being conservative in
balance sheet expansion.

Optimized outsourcing vs. in-house manufacturing mix

Cera has been a pioneer in procuring finished goods through its outsourcing/JV partners.
This strategy has helped it to offer a bigger basket of products with minimal capital
expenditure and a lean balance sheet. It has also saved considerable time and R&D efforts
for Cera, which is best utilised for branding. As the focus shifts from manufacturing to
marketing, return ratios gain importance over margins.

Sanitaryware & Wellness

Under this segment, the management continues to outsource low and mid-end products
while it internally manufactures high/premium category products. The idea behind this
strategy is that low-end products, which are technologically easy to manufacture are
outsourced while technologically complex products are made in-house.

Revenue share of outsourced products has increased from 40% in FY17 to 55% in FY20
(excluded FY21 year given the strikes at plant that had led to sharp increase in outsourcing
in 3Q/4Q). In-house manufacturing and local sourcing have allowed the company to remain
supple even during the pandemic when the supply chain was heavily disturbed. Since
2HFY21, ocean freight cost has gone up multi-fold. Some of Cera’s peers which were heavily
dependent upon the imports suffered during last 4-5 quarters. This allowed Cera to gain
market share in sanitaryware segment.

Exhibit 15: Healthy mix of in-house vs. outsourcing (%) Exhibit 16: Healthy mix of in-house vs. outsourcing (%)
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Faucets

Cera entered or diversified into faucet business in FY11l by establishing in-house
manufacturing. Since then, the company has expanded its business multifold. Over the last
few years, in-house vs. outsourcing mix has remained range bound with 45-48%
contribution from in-house while 52-55% coming from outsourcing.

Exhibit 17: Healthy mix of in-house vs. outsourcing (%) Exhibit 18: Healthy mix of in-house vs. outsourcing (%)
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Tiles

The company bought a 51% stake in Anjani Tiles, Andhra Pradesh, to enter the tiles business
in FY13. The production started in FY17. Apart from this company has JV with Milo. These
two JVs make up 35% of the total production while rest 65% of the tiles are outsourced
through vendors. JVs make only high end GVT tiles.

Exhibit 19: Tiles manufacturing is completely outsourced
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Source: Company, Centrum Broking

Multi-layered marketing infrastructure

Cera has been a pioneer in introducing celebrity-based advertising campaign to establish its
brand. This strategy largely works with low and mid-quality product customers in Tier 2/3
cities. As a result, despite being a late entrant in the industry, Cera has established high
brand recall for itself. Moreover, it has established studios and galleries across its
distribution network to showcase its products. It owns and manages nearly 8 style studios
across major cities. Additionally, its dealers own and manage 153 style galleries dedicated
to showcase Cera’s products. Company boasts of 15,000 channel partners with 4,183
dealers and 11, 306 retail touch points. Company also has after sales team strength of 328
people as of 9MFY22. Over the last decade, Cera spent an average of 9.5% of its net
revenues on advertising, sales promotion, commissions & incentives.

Centrum Institutional Research
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Exhibit 20: Consistent A&P spends Exhibit 21: Increase in total touch points (nos.)
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Exhibit 22: 3QFY22 - Financial Snapshot

Y/EMarch (Rsmn)  3QFY22  3QFY21 YoY(%) 2QFY22 QoQ % 9MFY21 9MFY22 YoY %

Revenues 4,045 3,158 28.1 4,033 0.3 7,859 10,359 31.8
Raw material 1,839 1,694 8.5 1,881 2.3 4,104 4,655 134
Gross Margins (%) 54.5 46.3 820.0 53.4 118.9 47.8 55.1 728.5
Staff costs 499 357 39.7 491 -1.6 1,053 1,436 36.3
Other expenses 1,042 675 54.4 1,045 0.3 1,822 2,778 52.5
Total expenditure 3,379 2,726 239 3,416 1.1 6,979 8,869 27.1
EBITDA 666 432 54.2 616 8.0 880 1,490 69.4
EBITDAM (%) 16.5 13.7 278.8 15.3 117.9 11.2 14.4 319.0
Depreciation 95 100 -4.9 92 -2.6 295 276 -6.6
Interest 19 23 -15.2 20 1.6 69 61 -12.5
Other income 53 94 -43.3 79 48.8 209 198 -5.1
PBT 605 403 50.0 583 3.7 724 1,352 86.8
Tax 157 96 63.5 143 -8.8 201 349 73.1
Net profit 448 307 45.8 440 1.7 520 1,001 92.0
EPS (Rs.) 33.25 23.01 44.5 33.10 -0.5 42.3 75.7 79.1

Source: Company, Centrum Broking

Exhibit 23: Exhibit 23: Recent price hikes taken by Cera

Month/Year Product category Price hike
August’20 Sanitaryware 3-5%
Feb’21 Sanitaryware 5-7%
August’21 Sanitaryware 4%
November’21 Sanitaryware 10%
Total Sanitaryware 26%
Feb’21 Faucetware 10-12%
August’21 Faucetware 10%
Dec’21 Faucetware 5.5%
Total Faucetware 27%

Source: Company, Centrum Broking
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Healthy cash flow from operations, 9x in 10 years

Exhibit 24: OCF grew strongly over the decade
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CRS has shown consistent growth in its operating profits over the decade, multiplying nearly
four times with the help of expansions. However, the Covid pandemic led to a decline in
FY20 operating profits. CRS has faced working capital challenges throughout the decade
with increased capex intensity. This also led to a proportionate lowering of operating cash
conversion, though cash flows remained positive and improved over the decade.

Room for improvement in working capital days

The overall working capital strength has been stable over the last few years however, FY20
was an anomaly due to sudden lockdown in 4QFY20 leading to sharp rise in inventory days.
NWC days has been ~120-130 days over last 4-5 years. Management however, has guided
for some increase in inventory days to ensure optimum production as well as product
availability.

Exhibit 25: Extended receivable and higher inventory days caused higher NWC
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Conversion of OCF to EBITDA

Conversion of OCF to EBITDA has stayed at ~70% on an average over the decade though
rose abnormally to 170% in FY21 owing to favorable working capital movement led by covid.

Exhibit 26: EBITDA to OCF conversion has remained stable for most of decade at 60-80%
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Sharp improvement in FCF generation over the last two years

As a consequence of significant improvement in working capital efficiency, Cera’s FCF
generation improved dramatically over the last two years. As capex was incurred in the mid-
decade period, when profits were stronger, FCF remained positive over the last 10 years,
cumulative FCF generation stood at Rs4.45bn.

Exhibit 27: Positive FCF generation helped by healthy profitability and moderate capex
intensity
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Source: Company, Centrum Broking
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Return ratios stabilizing from highs

Over the last five years, average RoCE for CRS stood at 16% and RoE at 17%. Return on

Invested Capital (RolC) on an average over FY17-21 stood at 13%.

Exhibit 28: Decline in return ratios led by margin pressure
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Source: Company, Centrum Broking
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Exhibit 29: Judicious spending by

Company Background

CERA Sanitaryware Ltd. (CRS) is the leading manufacturer of sanitaryware and faucetware
in India with capacity of 3.2mn pieces per annum of sanitaryware and 2.34mn pieces per
annum of faucetware based in Mehsana, Gujarat. It was founded by Mr. Vikram Somany in
1980 and incorporated in 1988. Currently, promoters’ shareholding in the company stands
at 54.75%. CRS ventured into the tiles business in FY14 when its entire tile requirement was
outsourced. It eventually started manufacturing tiles through its joint venture with Milo
Tiles LLP (capacity: 7,000sq.mt per day) in FY17 and Anjani Tiles (capacity: 10,000sq.mt per
day) in FY19. CRS also sells bathroom cubicles, bathroom partitions and shower panels
recognized in the wellness segment. To cater to the complete range of bathware products,
CRS has also launched water heaters in FY19. CRS sources 10.33MW i.e., 90% of its total
power requirement through the captive wind and solar power plants located in Gujarat. The
premium sanitaryware products are sold under the ‘Senator’ brand while the affordable
range of bathware products are sold under the ‘JEET’ brand.

Cera has a highly penetrated distribution network with 15,000+ touchpoints across the
country including 4,183 dealers and 11,306 retailers as of September 2021. CRS has four
different store formats to markets its products depending upon size, ownership and
purpose of the store as classified in the following table.

CRS is reflected in addition of new studios and galleries in the recent past

No. of stores in India (as _. Owner of the .
Store Name of December 2021) Size of the store store Purpose of the store Expansion plans
. Company Just a Showroom Plans to open 3 stores/year in
CERA Style Stud 8 ~7,000sq ft
yle studio A005a owned Not a sales outlet next 3 years (FY20-22)
. Plans to open 25 stores/year in
ERA Styl ] 1 ~1 Deal h | |
C Style Galleries 53 ,000sq ft ealerowned  Showroom and a sales outlet next 3 years (FY20-22)
CERA Style centres 2,700 <1,000sq ft  Retailer owned Showroom and a sales outlet Plans to open 100 stores/year in
next 3 years (FY20-22)
CERA Tile centres 9 - Retailer owned  Showroom and a sales outlet -

Source: Company, Centrum Broking

Exhibit 30: Profile of the Board of directors

Name of the Director Designation Profile

Mr. Vikram Somany Founder &

Mr. Vikram Somany founded the business in 1980. He has in-depth knowledge and experience of the
CMD sanitaryware industry. His responsibilities include initiation and execution of strategy and ensuring
high governance standards.

Ms. Deepshikha Khaitan .
Director

Joint Managing

Ms. Deepshikha Khaitan has completed her B.Sc. in Economics and LLB. She is actively associated with
CERA for over 7yrs. Her responsibilities include product designing and innovation, R&D, Channel
outreach and sales with equal focus on profitability and product development.

Mr. Anupam Gupta

Mr. Anupam Gupta has completed his BE in Electrical Engineering and MBA and has over 30 years of

Executive Director experience in the industry. He has been part of industries like Cement, Textiles, Chemicals and

(Technical) Ceramics and was with Aditya Birla Group for last 17 years. He is in-charge of all aspects of
manufacturing at Cera.
He is a graduate from Franklin Marshall College, USA. He has been involved in capital markets,
Mr. Ayush Baghla Executive Director investment banking and mergers and acquisitions for the last 23 years. He joined the Board of
Directors last year and is involved in Investor Relations, Equity value creation, and capital allocation.
CFO / COO (Fin. & Mr. Rajesh B Shah has completed his B.Com and is an ACA having 34 years of experience with CERA.

Mr. Rajesh B Shah
Comm.)

He leads Finance, commercial, banking, budgeting and cost control functions at Cera.

Mr. Mahesh Kumar Taparia Dy. CFO

President -

Ms. V Krishnamurthy Marketing

Mr Mahesh Kumar Taparia has completed his M.Com, LLB, ACS and ACA and has experience of 20
years in Corporate Banking, Risk, Treasury, Capital Market, Compliance. He has been a part of
Corporate Banking team of HDFC Bank for 18 years.

Mr. V Krishnamurthy has over 25 years of industry experience and was conferred with the “Most
Influential Global Marketing Leader” award in Nov. 2019 by the World Marketing Congress. At Cera,
he is responsible for all procurement, vendor relations, devising and execution of media, marketing
and positioning strategies.

Vice President -

Mr. Rahul Jain

Mr. Rahul Jain has an extensive experience in the Sanitaryware and Faucetware industry. He is
responsible for the marketing function and other consumer relevant innovations that deliver

Marketing measurable improvement in brand equity and market share at Cera.
. . Mr. Ajay Jain has completed his BE Mechanical Engineering and has 23 years of experience being a
. . Vice President . ) ) ; -
Mr. Ajay Jain part of companies like HSIL, Kohler India and Hindalco. He is responsible for all aspects of Faucetware

(Faucetware)

manufacturing at Cera.

Source: Company, Centrum Broking
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Exhibit 31: CRS has ~ 3.2mn pieces of sanitaryware capacity and ~ 2.3mn pieces of faucetware capacity based in Mehsana,
Gujarat

JV: Joint Venture

7000 sqg. mt per day
JV with Milo Tiles, Morbi

3mn pieces sanitaryware and
2.34mn pieces faucetware
plant
Kadi (Mehsana), Gujarat

10,000 sg. mt per day
JV with Anjani tiles,
Guntur, Andhra Pradesh

!

*3

Source: Company, Centrum Broking Ltd

Exhibit 32: CRS plans 25 more galleries in next three years Exhibit 33: Glimpse of CRS Studio

Source: Company, Centrum Broking Source: Company, Centrum Broking
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Exhibit 34: Sub brands present across the price range

G

ISVEA

952 1TALIA

Senalor
"CERA

Source: Company, Centrum Broking

Exhibit 35: SKUs across the product segments

Sanitaryware 450
Faucetware 850
Kitchen Sinks 56
Wellness (bath cubicles, etc) 52
Mirrors 44
Water heaters 12
Source: Company, Centrum Broking
Exhibit 36: Dealer network as on Sep’21
Sanitaryware 2,747
Faucetware 2,133
Tiles 1,549
Source: Company, Centrum Broking
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Balance sheet

YE Mar (Rs mn) FY20A  FY21A FY22E FY23E FY24E YE Mar (Rs mn) FY20A  FY21A FY22E FY23E FY24E
Revenues 12,237 12,243 14,880 17,349 20,151 Equity share capital 65 65 65 65 65
Operating Expense 5,503 6,268 6,770 7,721 8,766 Reserves & surplus 7,642 8,652 9,373 10,323 11,642
Employee cost 1,707 1,537 1,813 2,140 2,525 Shareholders fund 7,707 8,717 9,438 10,388 11,707
Others 3,372 2,858 4,122 4,995 5,822 Minority Interest 77 117 117 117 117
EBITDA 1,655 1,581 2,175 2,494 3,038 Total debt 844 729 303 303 303
Depreciation & Amortisation 388 396 408 421 434 Non Current Liabilities 510 488 499 509 519
EBIT 1,267 1,185 1,767 2,074 2,604  Def tax liab. (net) 299 303 303 303 303
Interest expenses 101 97 97 97 97 Total liabilities 9,438 10,354 10,659 11,619 12,948
Other income 182 252 394 460 534 Gross block 5,999 6,124 6,274 6,474 6,674
PBT 1,349 1,339 2,064 2,436 3,041 Less: acc. Depreciation (1,802) (2,115) (2,523) (2,943) (3,377)
Taxes 243 340 519 613 765 Net block 4,197 4,009 3,751 3,531 3,297
Effective tax rate (%) 18.0 25.4 25.2 25.2 25.2 Capital WIP 5 13 13 13 13
PAT 1,105 999 1,544 1,823 2,275 Net fixed assets 4,215 4,030 3,772 3,552 3,318
Minority/Associates 1 0 0 0 0 Non Current Assets 774 747 1,140 1,282 1,438
Recurring PAT 1,106 1,000 1,544 1,823 2,275 Investments 1,895 4,340 3,340 3,340 3,340
Extraordinary items 0 0 0 0 0 Inventories 2,430 1,997 2,650 2,900 3,368
Reported PAT 1,106 1,000 1,544 1,823 2,275 Sundry debtors 2,228 2,095 2,446 2,852 3,202
= Cash & Cash Equivalents 21 104 181 1,108 2,315
Loans & advances 27 206 206 206 206
YE Mar FY20A FY21A FY22E  FY23E  FY24E 5o irrent assets 403 198 198 198 198
Growth (%) Trade payables 953 1,554 1,159 1,351 1,570
Revenue (9.5) 01 215 166 161 oupercyrrentliab. 1,776 1,844 2,150 2,503 2,901
EBITDA (16.5) (4.5) 37.6 14.7 21.8 Provisions 26 25 25 25 25
Adj. EPS (09)  (96) 545 180 248 noicyrrentassets 2,555 1,237 2,406 3,444 4,852
Margins (%) Total assets 9,438 10,354 10,659 11,619 12,948
Gross 55.0 48.8 54.5 55.5 56.5
EBITDA 135 129 146 144 151
EBIT 10.4 9.7 11.9 12.0 12.9 YE Mar (Rs mn) FY20A FY21A FY22E FY23E FY24E
Adjusted PAT 9.0 8.2 10.4 10.5 11.3 Profit Before Tax 1,349 1,339 2,064 2,436 3,041
Returns (%) Depreciation & Amortisation 388 396 408 421 434
ROE 15.0 12.2 17.0 18.4 20.6  Net Interest 80 65  (297) (362)  (437)
ROCE 14.3 11.8 16.7 18.3 20.5  Net Change - WC 47 1,316 (1,098)  (116)  (206)
ROIC 11.5 9.0 12.6 14.8 18.3 Direct taxes (504) (296) (519) (613) (765)
Turnover (days) Net cash from operations 1,294 2,680 557 1,765 2,066
Gross block turnover ratio (x) 2.0 2.0 2.4 2.7 3.0  Capital expenditure (461) (147) (150) (200) (200)
Debtors 78 64 56 56 55  Acquisitions, net 0 0 0 0 0
Inventory 152 129 125 131 130 Investments (351) (2,313) 1,000 0 0
Creditors 68 73 73 59 61 Others 12 37 14 330 391
Net working capital 76 37 59 72 88  Net cash from investing (800) (2,423) 864 130 191
Solvency (x) FCF 494 257 1,421 1,895 2,257
Net debt-equity 0.1 0.1 0.0 (0.1) (0.2)  Issue of share capital 0 49 (823) (874) (956)
Interest coverage ratio 16.5 16.2 22.4 25.6 31.2  Increase/(decrease) in debt 8 (83) (426) 0 0
Net debt/EBITDA 0.5 0.4 0.1 (0.3) (0.7) Dividend paid (411) 0 0 0 0
Per share (Rs) Interest paid (75) 0 (97) (97) (97)
Adjusted EPS 88.5 80.0 123.6 145.8 182.0 Others (106) (155) 30 2 3
BVPS 616.6  697.4 7551  831.0 936.6  Net cash from financing (583)  (188) (1,317)  (969) (1,050)
CEPS 119.5 111.6 156.2 179.5 216.7 Net change in Cash (89) 68 104 926 1,208
DPS 27.1 0.0 18.5 21.9 273 Source: Company, Centrum Broking
Dividend payout (%) 30.6 0.0 15.0 15.0 15.0
Valuation (x)
P/E 53.6 59.3 384 325 26.0
P/BV 7.7 6.8 6.3 5.7 5.1
EV/EBITDA 37.5 39.1 28.2 234 18.8
Dividend yield (%) 0.6 0.0 0.4 0.5 0.6
Source: Company, Centrum Broking
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Disclaimer

Centrum Broking Limited (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock
Exchange of India Ltd. (NSE). Our holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has
Investment Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group. Our research
professionals provide important inputs into the Group's Investment Banking and other business selection processes.

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses
and may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report. Our
Company and Group companies and their officers, directors and employees, including the analysts and others involved in the preparation or issuance of this
material and their dependants, may on the date of this report or from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the
securities or derivatives thereof of companies mentioned herein. Centrum or its affiliates do not own 1% or more in the equity of this company Our sales
people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our 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 herein. We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/
information inconsistent or different those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other
things, may give rise to or potential conflicts of interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of
information contained in one or more areas within us, or other areas, units, groups or affiliates of Centrum. Centrum or its affiliates do not make a market in
the security of the company for which this report or any report was written. Further, Centrum or its affiliates did not make a market in the subject company’s
securities at the time that the research report was published.

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy,
purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with
any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information
of the clients of Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time. Centrum will not treat
recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial
situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be
suitable for all investors. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which
the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other
countries. The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. Persons who may
receive this document should consider and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek
professional/financial advice. Any such person shall be responsible for conducting his/her/their own investigation and analysis of the information contained
or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this document.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant
uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on
which the projections and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over
time. All projections and forecasts described in this report have been prepared solely by the authors of this report independently of the Company. These
projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accepted accounting principles. No
independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of
the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any
other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections
and forecasts described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and
forecasts.

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize
losses on any investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur.
Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without
notice. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult regarding any potential investment. Centrum and
its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currencies denominated securities are subject
to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in
securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving
futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please
ensure that you have read and understood the current risk disclosure documents before entering into any derivative transactions.

This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No representation
or warranty, express or implied is made that it is accurate or complete. Centrum has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions expressed in this document/material
are subject to change without notice and have no obligation to tell you when opinions or information in this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication
may not be distributed to the public used by the public media without the express written consent of Centrum. This report or any portion hereof may not be
printed, sold or distributed without the written consent of Centrum.

The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information.

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained
herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your
information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The distribution of this
report in other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves about, and observe any
such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this report is accurate or
complete.
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The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and
are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report
and there can be no assurance that future results or events will be consistent with any such opinions, estimate or projection.

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its
directors or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its directors
or any other person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors or any other person
accepts any liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith.

Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months. Centrum and affiliates
have not received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
service in respect of public offerings, corporate finance, debt restructuring, investment banking or other advisory services in a merger/acquisition or some
other sort of specific transaction.

As per the declarations given by them, Mr. Akhil Parekh & Mr. Kevin Shah, research analyst and and/or any of their family members do not serve as an officer,
director or any way connected to the company/companies mentioned in this report. Further, as declared by them, they are not received any compensation
from the above companies in the preceding twelve months. They do not hold any shares by them or through their relatives or in case if holds the shares then
will not to do any transactions in the said scrip for 30 days from the date of release such report. Our entire research professionals are our employees and are
paid a salary. They do not have any other material conflict of interest of the research analyst or member of which the research analyst knows of has reason
to know at the time of publication of the research report or at the time of the public appearance.

While we would endeavour to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are
under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from
doing so.

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or Centrum policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances.
This report is not directed to, 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 or regulation or which would subject Centrum
Broking Limited or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person
unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in
Canada or used by private customers in United Kingdom. The information contained herein is not intended for publication or distribution or circulation in any
manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly
authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and
Exchange Board of India before investing in Indian Securities Market.

Ratings definitions

Our ratings denote the following 12-month forecast returns:
Buy — The stock is expected to return above 15%.

Add — The stock is expected to return 5-15%.

Reduce — The stock is expected to deliver -5-+5% returns.
Sell — The stock is expected to deliver <-5% returns.
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Disclosure of Interest Statement

Business activities of Centrum Broking Centrum Broking Limited (hereinafter referred to as “CBL”) is a registered member of NSE (Cash, F&O and Currency Derivatives
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