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Price competition hits margins amid elevated input costs

Greenpanel Industries

Summary

Greenpanel Q1FY25 results were significantly below our and street estimates on
all the parameters. Revenue de-grew by 6% YoY to Rs3.6bn, due to weak
performance across segments. EBITDA declined 45% YoY Rs360mn. EBITDA
margin contracted by 715bps YoY to 9.9%, due to sharp margin contraction in
MDF segment (down 830bps YoY), driven by a sharp increase in wood prices (up
31% YoY) and lower volumes due to increased price competition. Furthermore,
the management has re-iterated a 15% volume growth for MDF segment in FY25
and expect EBITDA margin to remain above 16% unless it is forced to cut MDF
prices. We revise downwards our FY25 & FY26 EPS estimates by 21% & 15%,
respectively. We are downgrading our rating from BUY to HOLD with a revised
target price of Rs344 (earlier Rs371), valuing the stock at 22x FY26E EPS.

Key Highlights and Investment Rationale

=  MDF segment performance hampered by price wars: MDF revenue was down
2.2% YoY due to a 5% YoY drop in realization, attributable to increased
competitive intensity amid an oversupply situation in the industry. However,
MDF sales volumes increased by 2.8% YoY, driven by 10% YoY increase in
domestic volumes, partly offset by a sharp 21% YoY drop in export volumes.
Domestic volumes were impacted by price reductions from competitors, while
export volumes were affected by lower availability of containers and a steep
rise in ocean freight rates. The EBITDA margin contracted by 830bps YoY to
12.1%,
management believes that the margins have bottomed out and expects them

marking lowest level in past 16 quarters. Nevertheless, the

to improve with higher volumes and operating leverage.

= Persistent weakness in plywood business: Plywood revenue declined by 28%
YoY, primarily due to 23% YoY drop in sales volume and a 7% decrease in
realizations. Plywood EBITDA margins fell to -2.2% on lower volumes.

TP Rs344
CMP Rs359
Potential upside -4%
Previous Rating BUY

Key Stock Data

Bloomberg / Reuters GREENP IN/GREP.BO
Sector Plywood Boards/Laminates

Shares o/s (mn) 123

Price Performance (%) Market cap. (Rs mn) 43,968
Am 3m -12m  3-mdaily average value (Rs mn) --

Absolute 9.8 134 53 52-weekhigh/low Rs450 / 272
Rel to Sensex 6.7 4.1 (17.9) Sensex/ Nifty 81,455 / 24,857
EPS (Rs) FY25E FY26E Promoters 53.1
IDBI Capital 10 16 Fl 21
Consensus 12 18 DIl 26.7
% difference (17.1) (12.1) Public 18.1
Financial snapshot (Rs mn)
Year FY22 FY23 FY24 FY25E FY26E
Revenue 16,250 17,829 15,673 16,913 19,570
Change (yoy, %) 59 10 -12 8 16
EBITDA 4,304 4,165 2,465 2,221 3,386
Change (yoy, %) 112 -3 -41 -10 52
EBITDA Margin(%) 26.5 23.4 15.7 13.1 17.3
Adj.PAT 2405 2504 1427 1206 1919
EPS (Rs) 20 20 12 10 16
Change (yoy, %) 249 4 -43 -15 59
PE(x) 15.9 15.2 26.7 31.6 19.9
Dividend Yield (%) 0.5 0.5 0.5 0.4 0.5
EV/EBITDA (x) 8.9 8.6 16.0 17.9 11.2
RoE (%) 28.6 23.3 11.4 8.8 12.7
RoCE (%) 28.9 24.9 10.9 8.4 13.7

Source: IDBI Capital Research
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Exhibit 1: Quarterly Snapshot (Consolidated) (Rs mn)
Year-end: March Q1FY25 Q4FY24 QoQ (%) Q1FY24 YoY (%)
Net sales 3,650 3,965 -8.0% 3,861 -5.5%
Expenditure 3,289 3,450 -4.7% 3,204 2.7%
EBITDA 360 516 -30.1% 658 -45.2%
EBITDA margin (%) 9.9 13.0 -312 bps 17.0 -715 bps
Interest 2 2 34.3% 40 -94.1%
Depreciation 189 182 3.8% 182 4.0%
PBT 214 403 -46.9% 497 -57.0%
Tax 57 105 -45.9% 127 -55.5%
Reported PAT 157 298 -47.3% 370 -57.5%
Adjusted PAT 157 298 -47.3% 370 -57.5%
Diluted EPS 1.3 24 -47.5% 3.0 -57.5%

Source: Company; IDBI Capital Research

Exhibit 2: Actual vs. Estimates (Rs mn)

Q1FY25E Q1FY25A Variance (%)
Net sales 3,985 3,650 (8.4)
EBTIDA 578 360 (37.6)
Margin (%) 14.5 9.9 -462bps
Adj. PAT 325 157 (51.6)
Adj. diluted EPS (Rs) 2.7 1.3 (51.6)

Source: Company; IDBI Capital Research
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Exhibit 3: Net Sales fell by 5% YoY Exhibit 4: Plywood Volumes declined by 23% YoY
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Exhibit 5: MDF volumes up by 3% YoY Exhibit 6: MDF realization down by 5% YoY
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Exhibit 7: Change in estimates (Rs bn)

FY25E FY26E
oid New (%) Chg oid New (%) Chg
Revenue (Rs bn) 17,750 16,913 (4.7) 20,531 19,570 (4.7)
EBITDA (Rs bn) 2,645 2,221 (16.0) 3,593 3,386 (5.8)
EBITDA margin (%) 14.9 13.1 -177bps 17.5 17.3 -20bps
Adj. Net profit (Rs bn) 1,523 1,206 (20.8) 2,274 1,919 (15.6)
Adj. EPS (Rs) 12.4 9.8 (20.7) 18.5 15.6 (15.4)

Source: Company; IDBI Capital Research
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Con-Call takeaways:

Margins have been consistently decreasing due to rising prices of timber, but this now appears
manageable in the near term as new plantation material will start entering circulation. In the current
scenario, management does not expect significant increases in timber prices since the new plantation
material has begun to enter circulation, which should lead to cost reductions over the next 12-14 montbhs.

Currently, the company is focused on streamlining its business operations and controlling internal costs as
it is in the peak cycle of timber wood. The company has taken various initiatives, such as procuring
cheaper species of timber and using a mix of these species to control raw material costs. The plant located
in the North had an average price of Rs. 6.75, while the plant in Southern India had an average price of
Rs. 5.50.

The company has also shut down its decorative veneer segment, which has led to a decrease in the
production capacity of plywood since the closed facilities included plywood manufacturing capacities.

The OEM segment contributed 25% to domestic volumes. The plywood segment has slightly improved its
performance, with volumes increasing due to the focused efforts of the merged sales team of the plywood
and MDF segments and leveraging the MDF segment's network to distribute more plywood.

The overall industry is experiencing fierce competition due to a significant demand and supply mismatch,
with an annual capacity of around 4 mn CBM and a demand of only 2.5-2.6 million CBM.

The import parity prices are as follows: SE Asian countries FOB - $190 - $195, Freight Charges -
$30 - $35/CBM, totaling around $225 - $230 of CnF charges, which translates to landing prices of around
Rs. 18,000-19,000. Additionally, there are other charges amounting to Rs. 2,500-3,000, making imports
expensive for domestic players. Large OEMs are now shifting to the domestic market and are even paying
a premium for it as there is less risk involve.

The new plant's progress is on track for its tentative Q3 FY25 completion and will mainly produce thin MDF
of 1.9mm, 2.1mm, and 2.5mm.This plant will turn EBITDA positive at a 55% capacity utilization rate.

Management has guided for MDF margins of 16.4% and volume growth of 15% for FY25. The increase in
volumes by an additional 15% and the increasing contribution of VAP will result in margin improvement.
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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 (%)

(Rs mn)
FY24 FY25E FY26E
15,673 16,913 19,570
(12) 8 16
(13,208)  (14,692)  (16,185)
2,465 2,221 3,386
(41) (10) 52
15.7 13.1 17.3
(729) (771) (917)
1,736 1,450 2,469
(123) (14) (84)
219 180 180
1,832 1,616 2,565
(405) (410) (646)
22.1 25.4 25.2
1,427 1,206 1,919
1,427 1,206 1,919
(43) (15) 59
11.6 9.8 15.6
1.5 1.2 1.5
13 13 9
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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 & Liquid

Other Curr Assets

Total assets

Fy21
7,304
123
7,181
3,722
745
2,781
2,659
122
7,249
14,552

10,778
6
3,768
1,494
778
725
771
14,552

FY22
9,516
123
9,394
2,372
1,028
2,507
2,348
159
5,907
15,424

10,382
0
5,042
1,658
414
2,226
743
15,424

FY23
11,939
123
11,816
1,419
1,390
2,300
2,163
136
5,109
17,048

9,965

7,083
1,525
444
3,778
1,336
17,048

FY24
13,171
123
13,049
2,680
1,227
1,829
1,715
114
5,736
18,907

12,949
975
4,984
2,016
290
1,404
1,274
18,907

FY25E
14,224
123
14,102
2,080
1,227
1,916
1,802
114
5,223
19,447

14,178
975
4,294
2,085
371
564
1,274
19,447

(Rs mn)
FY26E
15,963
123
15,840
1,280
1,227
2,101
1,987
114
4,608
20,571

13,761
975
5,835
2,681
429
1,451
1,274
20,571
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Cash Flow Statement (Rs mn)
Year-end: March FY21 FY22 FY23 FY24 FY25E FY26E
Pre-tax profit 1,010 3,489 3,510 1,832 1,616 2,565
Depreciation 686 734 720 729 771 917
Tax paid (164) (580) (623) (369) (410) (646)
Chg in working capital 620 402 (254) (662) (63) (469)
Other operating activities (16) (388) 21 (180) 14 84
Cash flow from operations (a) 2,136 3,657 3,374 1,349 1,928 2,451
Capital expenditure (127) (336) (803) (3,441) (2,000) (500)
Chg in investments (594) (1,058) (1,795) 2,642 - -

Other investing activities - - - - - -

Cash flow from investing (b) (722) (1,394) (2,598) (1,774) (2,000) (500)

Equity raised/(repaid) - - - - - -
Debt raised/(repaid) (1,217) (1,468) (1,002) 1,054 (600) (800)
Dividend (incl. tax) - (184) (184) (184) (153) (180)
Chg in minorities - - - - - _
Other financing activities - - - - - -

Cash flow from financing (c) (1,117) (1,652) (1,186) 870 (753) (980)

Net chg in cash (a+b+c) 297 610 (411) 445 (825) 971
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Financial Ratios
Year-end: March
Book Value (Rs)
Adj EPS (Rs)

Adj EPS growth (%)
EBITDA margin (%)
Pre-tax margin (%)
Net Debt/Equity (x)
ROCE (%)

ROE (%)

DuPont Analysis
Asset turnover (x)
Leverage factor (x)

Net margin (%)

Working Capital & Liquidity ratio

Inventory days
Receivable days

Payable days

Valuations
Year-end: March
PER ()

Price/Book value (x)
EV/Net sales (x)
EV/EBITDA (x)
Dividend Yield (%)

Source: Company; IDBI Capital Research

FY21
59.6
5.6
172.0
19.9
9.9
0.4
11.2
9.9

0.7
2.1
6.7

53
28
58

FY21
55.4
5.2
4.0
20.2
0.0

FY22
78
19.6
249
26.5
21.5
0.0
29
29

1.1
1.8
14.8

37

42

FY22
15.9
4.0
2.4
8.9
0.5

FY23
97
20.4
4
23.4
19.7
-0.2
25
23

11
1.5
14.0

31

30

FY23
15.2
3.2
2.0
8.6
0.5

FY24
107
11.6
-43
15.7
11.7
0.1
11
11

0.9
14
9.1

47

30

FY24
26.7
2.9
2.5
16.0
0.5

FY25E
116
9.8
-15
13.1
9.6
0.1

8

9

0.9
1.4
7.1

45

29

FY25E
31.6
2.7
2.3
17.9
0.4

FY26E
130
15.6
59
17.3
13.1
0.0
14

13

1.0
1.3
9.8

50

31

FY26E
19.9
2.4
1.9
11.2
0.5
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Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL: -5% and below.
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6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 4069 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 — U65990MH1993G0I1075578
Compliance Officer: Pushkar Vartak; Email: compliance@idbicapital.com; Telephone: (91-22) 4069 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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