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Miss led by channel restructuring and lower disc. spending

Key Points

» LOG’s 4QFY24 operating performance came significantly below our
expectations on account of lower revenue. Reduced consumer spending
and channel correction measures by the company impacted revenue
performance, as per management.

> Despite ~19% YoY decline in revenue in FY24, the management has
guided for ~15% revenue growth during FY25, lower than our estimate.
Also, considering the higher year-end inventory (up 33% YoY) on the
books, LOG is not going with the earlier plan of debottlenecking at
Sitarganj in FY25. Borosilicate in-house manufacturing has already been
pushed to next year.

» While the commentary on growth is not reassuring for FY25, we believe
risk-reward is still favourable. Therefore, after earnings revision, we
maintain Buy with a revised TP of Rs370 (25x PE on FY26E)

4QFY24 and FY24 performance update: LOG’s Revenue (Down
~24%/~23% YoY/QoQ) came significantly below our estimate, mainly on
account of a cutback in consumer spending and channel correction measures
adopted by the company. EBITDA margin fell by 590bps/690bps YoY/QoQ,
mainly due to lower revenue run-rate. LOG has not taken any price hikes this
year, which reflects the higher competitive intensity. Year-end inventory shot
up by 33% (inventory days 100 days of sales in FY24 vs 61 days last year).
One of the furnaces is currently under maintenance and considering the
inventory on the books, the management might extend the restarting date by
a month or two. Total dividend pay-out has increased to 86% (including
Special Dividend of Rs5) in FY24.

Growth avenues in Opalware and Borosilicate: We believe that the
ongoing channel correction measures should enable LOG cover more retail
touch-points in the future. The management believes that the total retail reach
can be possibly increased by 50% from the current base (~22k outlets) over
the next 2-3 years. We see distribution expansion as the most important
growth lever in Opalware business at the current juncture. On Borosilicate,
timeline for commercialisation of the new facility was not shared. We believe
that Opalware and Borosilicate together can generate peak revenue of
~Rs7.5bn.

Outlook and valuation: Distribution expansion should continue to be the key
growth lever for LOG. We see Opalware category gaining share in the overall
tableware segment. While the commentary on growth is not reassuring for
FY25, we believe risk-reward is still favourable. Therefore, after earnings
revision, we maintain Buy with a revised TP of Rs370 (25x PE on FY26E).
Overall, we are building in Revenue/EBITDA/APAT CAGR of 18%/19%/13%
over FY24-FY26E.
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Company Data and Valuation Summary

Reuters LAOP.BO
Bloomberg LOG IN Equity
Market Cap (Rsbn / US$mn) 34.3/413.2
52 Wk H/L (Rs) 480/ 296
ADTV-3M (mn) (Rs / US$) 64.2/0.8
Stock performance (%)

IM/6M/1yr (5.0)/(18.8)/ (21.9)
Nifty 50 performance (%)

IM/BM/Lyr (0.5)/25/21.9
Shareholding 2QFY24  3QFY24  4QFY24
Promoters 65.6 65.6 65.6
Dlis 19.4 19.3 20.4
FlIs 1.7 1.5 1.6
Others 13.2 13.6 12.3
Pro pledge 0.0 0.0 0.0

Financial and Valuation Summary

Particulars (Rsmn) FY23 FY24 FY25E FY26E
Net Sales 4,523 3,651 4,249 5,075
Growth YoY% 40.2 -19.3 16.4 19.4
Gross margin % 82.5 86.1 815 815
EBITDA 1,722 1,360 1,611 1,928
EBITDA margin % 38.1 37.3 37.9 38.0
Adj PAT 1,230 1,277 1,348 1,636
Adj EPS 10.9 11.3 12.1 14.7
Growth YoY% 30.1 3.9 5.6 21.3
RolC% 42.3 32.6 30.6 30.3
ROCE (pre-tax)% 19.5 13.9 15.4 16.8
RoCE% 14.6 11.7 11.5 12.5
ROE% 16.2 15.7 15.0 16.3
P/IE 28.5 27.4 25.5 21.0
EV/EBITDA 18.0 22.3 17.9 14.7
P/BV 4.4 4.0 3.6 3.2

Source: Bloomberg, Company, Nirmal Bang Institutional
Equities Research

Please refer to the disclaimer towards the end of the document.
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a relationship beyond broking

Exhibit 1: 4QFY24 standalone performance

Particulars (Rsmn) 1Q23 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24 4Q24 FY23 FY24
Net Sales 1,349 1,264 1,089 862 892 1,071 825 4,523 3,651

YoY Change (%) 155.4 46.2 16.4 215 5.0 -33.9 -15.2 -24.2 40.2 -19.3
Gross Profit 752 1,060 982 940 826 772 845 702 3,733 3,145

Margin (%) 915 78.6 77.7 86.3 95.8 86.5 78.9 85.0 82.5 86.1
EBITDA 327 532 461 402 353 345 406 256 1,722 1,360

YoY Change (%) 243.3 49.8 2.7 24.2 8.0 -35.2 -11.8 -36.3 40.8 -21.0

Margin (%) 39.8 394 36.5 36.9 40.9 38.6 37.9 31.0 38.1 37.3
Depreciation 45 58 56 58 59 58 52 48 218 217
Interest 14 14 23 24 16 15 21 13 75 65
Other income 8 57 84 69 109 102 116 112 218 439
Extraordinary Items - - - - - - - - - -
PBT (bei) 276 516 466 389 387 375 450 306 1,647 1,518
PBT 276 516 466 389 387 375 450 306 1,647 1,518
Tax 75 126 119 97 99 63 8 70 417 240

ETR (%) 27.2 24.3 25.6 25.0 25.7 16.9 1.8 22.8 25.3 15.8
Reported PAT 201 391 346 292 287 312 442 237 1,230 1,277
Adj. PAT 201 391 346 292 287 312 442 237 1,230 1,277

YoY Change (%) 126.6 42.8 6.6 56.3 43.0 -20.2 275 -19.0 30.1 3.9
Adj. EPS 1.8 35 3.1 2.6 2.6 2.8 4.0 2.1 10.9 11.3

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: EBITDA margin quarterly trend Exhibit 3: Staff cost as % of sales - quarterly trend
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Exhibit 4: Power & Fuel as % of sales - quarterly trend Exhibit 5: Other expenses as % of sales - quarterly
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Exhibit 6: Actual performance v/s NBIE estimates

Standalone (Rsmn) 4QFY24 4QFY24e (NBIE) ‘ Variance
Revenue 825 1,219 -32%
EBITDA 256 482 -47%
EBITDA margin % 31.0% 39.5% -848bps
PAT 237 446 -47%

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 7: Change in earnings estimates

Old Estimates New estimates Change (%)
Standalone (Rsmn) _—

FY25E FY26E FY25E FY26E FY25E FY26E
Revenue 5,164 7,163 4,249 5,075 -18% -29%
EBITDA 1,957 2,722 1,611 1,928 -18% -29%
EBITDA % 37.9% 38.0% 37.9% 38.0% - -
APAT 1,579 2,112 1,348 1,636 -15% -23%

Source: Nirmal Bang Institutional Equities Research

Exhibit 8: One-year forward P/E
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Financials
Exhibit 9: Income statement Exhibit 11: Cash flow
Y/E March (Rsmn) FY22 FY23 FY24 FY25E FY26E Y/E March (Rsmn) FY22 FY23 FY24 FY25E FY26E
Net Sales 3,227 4,523 3,651 4,249 5075 PBT 1,165 1,647 1,518 1,802 2,186
Growth YoY% 52.7% 40.2% -19.3% 16.4% 19.4%  Depreciation 137 218 217 220 242
COGS 632 790 507 786 939 Interest 41 75 65 65 65
Gross margin % 80.4 82.5 86.1 81.5 81.5 Other adjustments -104 -210 -437 -A477 -565
Staff costs 531 695 689 680 812  Change in Working capital 32 -309 -351 171 -184
Other expenses 841 1,317 1,095 1,173 1,396 Tax paid -276 -328 -329 -454 -550
EBITDA 1,223 1,722 1,360 1,611 1,928 Operating cash flow 995 1,093 682 1,328 1,194
Growth YoY% 78.8 40.8 -21.0 18.4 19.7  Capex -431 -221 -82 -100 -600
EBITDA margin % 37.9 38.1 37.3 37.9 38.0 Free cash flow 564 872 600 1,228 594
Depreciation 137 218 217 220 242  Other investing activities -319 -468 -166 178 334
EBIT 1,086 1,504 1,143 1,390 1,686 Investing cash flow -750 -689 -247 78 -266
Interest 41 75 65 65 65  Issuance of share capital - - - - -
Other income 192 218 439 477 565 Movement of Debt 129 -18 -35 -56 -
PBT (bei) 1,237 1,647 1,518 1,802 2,186 Dividend paid (incl DDT) - 311  -333  -405  -491
PBT 1,165 1,647 1,518 1,802 2,186 Other financing activities -373 -75 -65 -64 -65
ETR 23.6 25.3 15.8 25.2 25.2  Financing cash flow -244 -404 -433 -525 -555
PAT 874 1,230 1,277 1,348 1,636 Net change in cash flow 1 0 2 881 373
Adj PAT 945 1,230 1,277 1,348 1,636 Opening C&CE 43 44 4 6 887
Growth YoY% 90.7 30.1 3.9 5.6 21.3  Closing C&CE 44 45 6 887 1,260
Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 10: Balance sheet Exhibit 12: Key ratios
Y/E March (Rsmn) FY22 FY23 FY24 FY25E FY26E Y/E March FY22 FY23 FY24 FY25E FY26E
Share capital 222 222 222 222 222 Per share (Rs)
Reserves 7,183 7,527 8,293 9,237 10,382 AdjEPS 8.4 10.9 11.3 12.1 14.7
Net worth 7,405 7,749 8,515 9,459 10,604 Book value 66.7 69.8 76.7 85.2 95.5
Long term debt 125 83 56 - - Valuation (x)
Short term debt 15 39 32 32 32 P/Sales 10.7 7.6 9.4 8.1 6.8
Total debt 140 122 87 32 32 EV/sales 9.8 6.8 8.3 6.8 5.6
Other non-current liabilities 335 506 403 403 403 EV/EBITDA 25.8 18.0 22.3 17.9 14.7
Total Equity & Liabilities 7,880 8,378 9,006 9,894 11,039 P/E 37.1 28.5 27.4 255 21.0
Gross block 2,311 3,453 3,467 3,567 4,167 P/BV 4.6 4.4 4.0 3.6 3.2
Accumulated depreciation 1,228 1,388 1,605 1,825 2,068 Return ratios (%)
Net Block 1,083 2,065 1,862 1,741 2,099 RoCE 11.7 14.6 11.7 115 125
CWIP 1,083 2 57 57 57 RoCE (pre-tax) 15.3 19.5 13.9 15.4 16.8
Intangible and others 110 - - - - RoE 13.4 16.2 15.7 15.0 16.3
Other non-current assets 72 178 182 201 221 RolC 34.1 42.3 32.6 30.6 30.3
Investments 5351 5,538 5881 6,162 6,372 Profitability ratios (%)
Trade receivables 324 362 245 466 556  Gross margin 80.4 825 86.1 815 815
Inventories 366 757 1,003 582 695 EBITDA margin 379 38.1 37.3 379 38.0
Cash & Cash equivalents 44 45 6 887 1,260 PAT margin 27.7 259 31.2 28.5 29.0
Other current assets 30 22 36 80 80 Liquidity ratios (%)
Total current assets 764 1,187 1,291 2,015 2,591 Current ratio 7.1 8.5 20.3 21.7 221
Trade payables 191 262 87 101 121 Quick ratio 6.5 7.3 16.9 19.8 20.0
Other current liabilities 393 330 180 180 180 Solvency ratio (%)
Total current liabilities 584 591 267 281 300 Debt to Equity ratio 0.0 0.0 0.0 0.0 0.0
Total Assets 7,880 8,378 9,006 9,894 11,039 Net Debt to Equity ratio -0.5 -0.5 -0.5 -0.6 -0.6
Source: Company, Nirmal Bang Institutional Equities Research Turnover ratios
Fixed asset turnover ratio (x) 3.0 2.2 2.0 2.4 2.4
Debtor days 37 29 25 40 40
Inventory days 41 61 100 50 50
Creditor days 22 21 9 9 9
Net working capital days 56 69 116 81 81

Source: Company, Nirmal Bang Institutional Equities Research
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Rating track

Date Rating Market price (Rs) Target price (Rs)
17September 2013 Buy 87 114
7 October 2012 Buy 96 114
12 November 2013 Buy 112 134
14 February 2014 Buy 129 174
15 February 2014 Buy 129 174
17 February 2014 Buy 129 174
12 March 2014 Buy 140 174
14 May 2014 Buy 176 211
4 July 2014 Buy 181 211
14 August 2014 Accumulate 243 254
9 October 2014 Accumulate 337 353
10 October 2014 Accumulate 340 353
7 November 2014 Accumulate 424 458
9 February 2015 Buy 365 433
13 May 2015 Buy 382 446
14 August 2015 Accumulate 530 590
16 November 2015 UR 574 -
5 February 2016 UR 641 -
17 May 2016 UR 558 -
22 August 2016 UR 582 -
16 November 2016 UR 533 -
8 February 2017 UR 478 -
11 May 2017 UR 536 -
31 August 2017 UR 481 -
1 July 2020 Buy 185 233
14 August 2020 Buy 195 233
13 November 2020 Buy 207 240
7 January 2021 Buy 239 280
12 February 2021 Buy 210 280
25 May 2021 Buy 265 310
16 August 2021 Buy 274 320
26 September 2021 Buy 293 340
2 November 2021 Buy 335 390
27 January 2022 Buy 415 480
31 May 2022 Buy 269 400
13August 2022 Buy 314 400
6 September 2022 Buy 332 500
13November 2022 Buy 413 500
30 November 2022 Buy 381 500
14 February 2023 Buy 362 500
22 March 2023 Buy 335 470
29 May 2023 Buy 381 470
10 August 2023 Buy 449 540
14 November 2023 Buy 447 520
13 February 2024 Buy 367 450
02 June 2024 Buy 310 370

Coverage was transferred to Abhishek Navalgund wef 15t July 2020
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in
cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the
research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership
of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this research
report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in
market making activity of the subject company.

Analyst Certification: |, Abhishek Navalgund, research analyst the author of this report, hereby certify that the views
expressed in this research report accurately reflects my/our personal views about the subject securities, issuers, products,
sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views in this research. The analyst is principally responsible for the
preparation of this research report and has taken reasonable care to achieve and maintain independence and objectivity
in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% to15%
SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in
or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as
customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from 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. We accept no obligation to correct or update the information or opinions in it. NBEPL
or any of its affiliates or employees shall 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. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the
value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL
accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation
to this research. Here it may be noted that neither NBEPL, 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 profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors.".

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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