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We initiate coverage on La Opala, a thinly researched stock, and a household name  target price 380 KeyData

in the tableware industry, with BUY and a TP of 380. Fortified by three decades of Bloomberg Code 10G IN
experience, a powerful brand with 50% market share, established track record of V" 225 Cf‘rfs*‘areso/s‘m“’ 1110
and ongoing premiumization and penetration, wide product range and distribution, _ piluted shares O/S(mn) 110
. N . A . . . . . Upside 69% Mkt Cap (Rsbn/USDmn)  24.94/341.6
the company is well poised to ride the increasing socio-economic tailwinds. Our .= — 52WKH/L(Rs) 251.6/1315
conviction is further bolstered by its quality financials — debt-free balance sheet, IM 6M  IVr  5yearH/L(Rs) 369.6/130.5
consistently cash-generating, and rising EBITDA margins. We corroborate our o6 119 21.2 532 3MAverage Vol 13735.8

positivity through detailed competition analysis, dealer feedback — online and  MFf7Y 124 243 838
offline — and distinct parallels with other consumer goods companies. source: Bloomberg, ACE Equity, MNCL Research
=  Riding on a combo of smartness and aspiration. We believe demand inflection  Shareholding pattern (%)

of Opalware is already underway as it transforms its image from a luxury to an Sept-20 Jun-20 Mar-20 Dec-19
aspiration if not a necessity, more gifting takes place, and “supporting” products  Promoter 65.64 6564 65.64 65.64
such as microwaves and dishwashers proliferate. Simply rising consumer  Fiis 14.46 14.64 14.20 8.40
awareness, aesthetic appeal and convenience, and even entry of new players,  Diis 5.84 5.98 6.50 8.62
benefits Opalware, as we convincingly demonstrate has happened with the  Others 14.07 13.74 13.66 24.90
washing machine market (grew 28% CAGR for the first 10 years), for example. Source: BSE

" ” . X . Why should you read this report?
] La Opala” a synonym for tableware. Organized Opalware industry is a

comfortable oligopoly, wherein La Opala was the first in India to introduce
Opalware. Over the years, the company has built a resilient franchise with strong
brand recall, significant first mover advantage in dealer network (14,000+ dealers
currently) and use of technology across operations, always staying ahead of time
with capacity and product variants. With a 50% market share, La Opala’s presence

e Advantages of Opalware.
e Strong brand re-call La Opala enjoys.

e Why does LA opala outperform peers?

Always ahead of the curve when it comes to capacity addition

TPA
is remarkably similar to the paints industry which too is a profitable oligopoly with 30,000 7 26,000
Asian Paints having a 55% market share. 25,000 1 15250
20,000 A '
= Potential tripling of market size in 10 years. We believe households with the 15000 - 15,000
annual income above $10,000 could be a suitable fit for Opalware consumption. ’
. ) . 10,000 A
Using that data, we have estimated the market size over the next 10 years by 000
using forecasting opportunity from increasing benefits of Opalware and gifting ’ .

opportunity. We believe Opalware has the potential to reach a market size of
close to ~“Rs18bn. This is aside from opportunities in associated products such as
glassware that La Opala is perfectly capable of exploiting.

*  Valuation & Risks: We value La Opala at 38x on Dec 22 EPS of Rs 10 leading toa  Bestin class Operating Margins
TP of Rs 380 an upside of 69%. The company has delivered EBITDA that has 50.00%
consistently outpaced revenues, with margins more than doubling in the last 10 £0.00%
years (ending in FY20, a pandemic-driven aberration). Free cash flow generation 30.00%
and conversion of EBITDA to FCF have been regular. While current and attributed
valuations may appear demanding, we strongly believe they are justified in view
of abovementioned prospects, option-value of new businesses not baked in, and
clear examples of valuation expansion of similar companies which are respected
for consistency and robustness despite pedestrian earning growth. Key Risk :
Delay in Expansion, muted consumer sentiment and increase in competition

La Opala Cello Borosil

Source: MNCL Research estimate
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About the company - La Opala RG Limited was the first to introduce opal glass in

India. The Company is engaged in the manufacture and marketing of opal glass

tableware and 24% lead crystalware products. Over the years, the Company has

emerged as India’s largest tableware and glassware lifestyle brand. La Opala is

the market leader in Opalware segment with a dominant market share of 50% in

its category. The company has two state of the art plants located at Sitarganj

(Uttarakhand) and Madhupur (Jharkhand).

Rahul Dani
Rahul.dani@mnclgroup.com

Y/E Mar (Rs mn) Revenue YoY (%) EBITDA  EBITDA (%) Adj PAT YoY (%) Adj EPS RoE (%) RoCE (%) P/E(x) EV/EBITDA (x)
FY18 2,593 10.2% 1,068 41.2% 734 18.1% 6.6 14.6% 19.7% 34.0 21.5
FY19 2,781 7.3% 1,123 40.4% 740 0.8% 6.7 14.0% 18.4% 33.7 20.1
FY20 2,700 -2.9% 1,045 38.7% 843 13.8% 7.6 15.5% 16.3% 29.6 21.4
FY21E 1,886 -30.2% 674 35.7% 513 -39.1% 4.6 8.7% 8.5% 48.6 33.1
FY22E 3,010 59.6% 1,236 41.1% 867 69.0% 7.8 13.1% 16.2% 28.8 17.9
FY23E 3,913 30.0% 1,635 41.8% 1,236 42.5% 11.1 16.1% 19.6% 20.2 13.3

Source: Company, MNCL Research estimates

MNCL Research is also available on Bloomberg
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Investment Thesis in Charts
Opalware is the fastest growing category in tableware La Opala head and shoulders above
segment- expected to grow at 15-20% TPA peers in terms of capacity
Others, 5%
opal ware, | 30,000 + 26,000
6% 25,000 1
/ 20,000 - 18,250
Melamine, 15,000
7% 15,000
10,000 -
Bone China 5,000 4
. Steelware,
Cermanic, 50%
23% ° 0 T T 1
La Opala Cello Borosil
FY13 Revenue break-up FY20 Revenue break-up
Others , 4%
Others, 12%
Diva, 48% La Opala,
15%

Shift towards

La Opala, Premiumization
40%
Diva, 81%
Gross margin expansion on back of premiunization Strong gross margin expansion coupled with cost
control measures led to OPM growth
88.0% - 9
° 86.0% 85.6% 86.0%  43.0% - 41.2% ) o, 41.1%41:8%
86.0% - 41.0% A
84.0% - 39.0% +
37.0% A
82.0% - 35.0% o
80.0% - 33.0% -
31.0% -
78.0% > Jesa%
29.0% A
76.0% A 27.0% A
74.0% T T T T T T T T T 1 25.0% T T T T T T T T T !
FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E FYl4 FY15 FYl6 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Source: Company, MNCL Research
Opalware Steel Melamine Bone China
Price Range (Rs) 62-83 60-140 50- 100 80-140
Durability 100% chip resistant long lasting Not easy to break Easy to break
Compatibility 100% microwave and dishwasher safe Not compatible with microwave Can’t be used Not all models compatible

May not be suitable for

Opal glass is non-porous in nature, which means ) . .
pale P ! Harmful as the plastic can be certain class of people since

it does not absorb food particles curtailing

Health . X . . bad for human body in the its made of animal bone,
bacteria formation, making your dinnerware R e
- long run though it doesn’t impact
100% food safe & hygienic health

Source: MNCL Research
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Affordable luxury of the burgeoning Indian middle class
- Advantage OPALWARE

Over the years, retailing in India has been one of the most dynamic and fast paced industries, which has
travelled through different phases. In 2019, India‘s GDP was at Rs.141 trillion, of which private
consumption constituted 57%.

Retail sector forms around ~80% of private consumption at constant prices. Sector growth is primarily
driven by rapid urbanization, changing demographic profile, higher disposable income of middle-class,
increased digitalization and technology adoption, evolving preferences, brand awareness and rising
discretionary spending.

The demand for Opalware products is a function of rising aspiration and discretionary income. Younger
population, which is looking for lifestyle improvement figures as biggest consumer of opal tableware
products. We expect the trend to continue over the next few years.

Exhibit 1: Tableware market segment

Others, 5%

opal ware, 6%

Melamine, 7%

Bone China Steelware, 59%

Cermanic, 23%

Source: Company, MNCL Research

Change in traditional values

Indian middle class has traditionally relied on stainless steel tableware for daily use while ‘preserving’
the more expensive ceramic, melamine or glassware for ‘special occasions’ or guests. This trend is set to
change with rising income, and hence, the size of the opportunity for Opalware is huge.

According to the company, India’s tableware market is pegged at “Rs100bn out of this Opalware
accounts for ~6% (~“Rs550-600cr), while steel, Bone China and melamine account for 59%, 23% and
7%, respectively. While the share of Opalware maybe small, it is the only segment which has been
growing; 10 to 12 years back Opalware used to be a Rs50cr market. Further, if we deep dive within
other categories there has been no new player which has entered any other category, while in
Opalware we have seen two new players. This highlights the growth prospect for Opalware.

La Opala
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Opalware vs. others

Steel

=  Not compatible with Microwave oven

=  Opalware better in terms of looks and design

Opalware is
competitively priced
against other products,
but enjoys far greater
benefits. and is

Bone China

. =  Opalware 100% chip resistant

“Affordable, yet classy” i~ = 100% microwave and dishwasher free
=  Free from animal bone
Our pricing review of Opalware, steelware, melamine and stoneware suggests that pricing of all these
segments are more or less similar. Corelle is by far the costliest compared to other Opalware players.
Further, our price review states that even steelware is not cheaper as compared to starting range of
Opalware. With obvious benefits, we expect the demand for Opalware to only grow from here and
steelware and Bone China to likely see a declining trend.
Exhibit 2: Opalware vs Peers
Opalware Steel Melamine Bone- China
Price Range (Rs) 62-83 60-140 50- 100 80-140
Durability 100% chip resistant Long lasting Not easy to break Easy to break
—— -
Compatibility ::f?f microwave and dishwasher Not compatible with microwave Can’t be used Not all models compatible
Opal glass is non-porous in nature,
which means it does not absorb o May not be suitable for certain
food particles curtailing bacteria After using it for long the food Harmful as the plastic can be bad class of people since it is made of
Health P s particles get absorbed, which can P peop

formation, making your be harmful for human body in the long run  animal bone, though it doesn’t
dinnerware 100% food safe & have impact on health
hygienic

Source: MNCL Research
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Atmanirbhar Bharat- Growth in Microwave and Dishwashers

Given the ever increasing Indian population nesting themselves in modern houses, the need for modular
kitchens is on the rise. With more women joining the workforce, India’s spending power is increasing
and so is the demand for modular kitchens, which acts as a catalyst for demand for Opalware.

With changing lifestyles and busy schedules, Indian consumers use microwave ovens not just for re-
heating but for cooking, as it offers convenient cooking solutions. The growth in microwave ovens could
drive the demand of Opalware (microwave compatible) and glassware products.

Recent commentary from leading consumer appliance companies have indicated that demand for
dishwashers and microwaves have hit the roof during the last couple of months and this is only expected
to increase going forward.

Since the unlocking began, the home and kitchen appliances segment has seen robust pick in demand.
Our recent interaction with our ground view partners highlighted that consumer appliances and
electrical products continue to see momentum.

The industry has seen significant recovery in refrigerators, washing machines, LED TVs and fans. Products
such as dishwashers, microwaves, cleaners, OTGs, and kitchen appliances continue to see growth. This
optimism is also shared with leading companies with most of them launching new SKUs and different
price range.(Covid-19 pandemic has changed the way Indians do their dishes)(Whirlpool launches
MagicookPro all-in-one convection microwave)

We believe this will inevitability lead to demand for products which are compatible with it. Opalware
is the only such product which is 100% compatible and available at a compelling price.

Consumers are looking
for effort minimization,
storage and hygiene in

Exhibit 3: Growth of Key consumer products during lockdown
é the new normal; there

is clearly a trend of .
substituting domestic >

help with gadgets
L 1
According to a Nielsen E
survey, 28% consumers E
in 12 cities across the E
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Source- MNCL Research, Industry Data
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Case Study
Washing Machine Market

Washing machines were introduced in India in late 1980s with the likes of Videocon and Whirlpool being
the first movers. While the concept was new it did take a long time for consumers to understand the
benefits of washing machine vis-a-vis traditional forms.

The industry blossomed on back of increase in awareness of the product, rising consumer income and
entry of new players. The market saw an exponential increase from Rs145cr to Rs1,800cr growing at
CAGR of 28% in the first 10 years. Overall, it has grown at an impressive CAGR of 16.1% in the last 30
years. The washing machine segment has gone from a two player market a decade ago to 10-15
players currently.

We believe Opalware would see similar growth trends, with new players helping widen the market.
Increase in consumer spending coupled with increase in awareness are likely to drive growth.

Exhibit 4: Washing Machine Market growth

12,000
10,000 A 9,570

8,000 H

6,000 A

4,000
4,000 A
1,800

2,000 A

1990 2000 2010 2018

Source: MNCL Research

Opalware market has the potential to reach “Rs18bn by 2030

We have forecasted the potential growth of Opalware based on increased penetration, rise in consumer
income and general increase in awareness of the benefits of Opalware.

Exhibit 5: Potential Opalware Market

Particulars 2018 2025 2030
Average household (mn) 9 12 17
CAGR growth 5% 5%
Average cost (Rs) 3,233 3,690 4,277
CAGR growth 3% 3%
Opalware market (Rs mn) 5,562 10,269 17,646
LA Opala Revenue (Rs mn) 2,781 4,621 8,117
Market size ~50% 45% 46%
Penetration level 20% 23% 25%

Source: MNCL Research

La Opala 7
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Strong Brand Positioning

First mover advantage

When La Opala ventured into the business in the late 1980s, the opal tableware market in India was
virtually non-existent. The companies addressing the tableware market in India either imported
products or worked with traditional materials (glass, Bone China and metal). The Company is engaged
in manufacturing and marketing of opal glass tableware and 24% lead Crystalware products. Over the
years, the La Opala has emerged as India’s largest tableware and glassware lifestyle brand.

The company is enjoying the fruit of years of investment in brand building. It is a well-established
crockery company with market presence of almost three decades now. The company’s advertisement
spending accounts for nearly 5% of its revenues, while total advertisement and trade promotion costs
are in the range of 13-14% of revenues.

The company’s focus on contemporary designs, product mix, attractive and protective packaging have
helped it in gaining a higher mindshare among consumers. Additionally, strong relationship with
distributors and better trade margins ensured that La Opala’s products get best shelf space and
product display at retail shops. All these efforts and the first mover advantage resulted in the company
capturing ~50% share in India’s Opalware market.

Exhibit 6: Product Portfolio — Present Across the Entire Value Chain

L/\Qﬂ ‘ M Value for money Opalware Offering

novo MELODY
> I sl 2R uUeR | DR ueR | 2R ueS Premium
Ot ‘ Ot ‘ Ot ‘ froem INOPAIX .
CLASSIQU IVOry quabra | “sovrana | Opalware Offering

SO ,_,\\-Kl re | Crystalware Offering

CR5Y S T A L

Source: Company, MNCL Research

Premiumization — Key to Success

The company offers a number of products catering to all the sections of society. The company’s La Opala
brand targets the mass segment while Diva addresses the mid-income level and Solitaire range is offered
to the premium class.

1 “Diva” has been a game
i changer for the
| company; premium

La Opala has constantly improved its revenue mix by focusing on high-value products. Its premium
mother brand ‘Diva’ currently has four sub-brands (Classique, Ivory, Quadra and Sovarna). ‘Diva’

pmm

! range margins are . capacity has increased from 4,000tpa in FY13 to 21,000tpa by the end of FY20. The remaining
i almost double that of > Opalware capacity is meant for entry-level brand ‘La Opala’. Thus, the revenue share of ‘Diva’
i the normal product | categories increased from 48% in FY13 to 81% in FY20.

La Opala 8
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Exhibit 7: FY13 Revenue contribution Exhibit 8: FY20 Revenue contribution
Others , 4%
Others , 12%
. La Opala,
Diva, 48% 15%
La Opala, Diva, 81%
40%
Source: Company, MNCL Research Source: Company, MNCL Research

Exhibit 9: Gross margins improvement led by an increase in 'DIVA'

88%
86% 86%  86%

86%
84% 84%
84%
82% 81% 81%
80%
80%
78%
78% | 77%
76%
74%
72%

FYi4  FY15 FYle  FY17  FY18 FY19  FY20 FY21E FY22E FY23E

Source: Company, MNCL Research

Exhibit 10: OPM growth on back of strong gross margins and operating cost initiatives

45.0% 1 412%  a0.4% - 41.1% 41.8%
. (]

40.0% A 2075 37.4% 35.7%

35.0% A

30.0% 4 281% 29.6%

25.0% A

20.0% A

15.0% A

10.0% A

5.0% A

0.0% - T T T T T T T T T

FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E  FY22E  FY23E

Source: Company, MNCL Research

The company has increased its margins on the back of improving manufacturing efficiency, favorable
product mix and controlling operating costs. Notably, between FY14-20, EBITDA margin increased
from 28% to 39%. The management remain confident of getting back to pre- covid margins in the near
term. The company further plans to launch two new sub brands, which would further help in widening
the products being offered.

La Opala
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Exhibit 11: Despite spending heavily on advertisement, margins have not been diluted

40% ~

35% A

30% A

25% A

20% A

15% A

10% A

5% A

0% -
——— Advertsiment cost ——— EBITDA

Source: Company, MNCL Research

Just to illustrate the impact of the premium range of 'Diva’, the company started manufacturing its
premium range product at Sitargunj plant in 2008. The company had even hired a prominent actress
and had collaborated with one of India’s fashion designers, resulting in an increase in margins. This
further gives us confidence on the strong brand value that the company enjoys.

Strong distribution network — Strong Moat

The company, with its virtue of first mover advantage has been able to establish one of the strongest
distribution channels. It started manufacturing the products in India in 1988, when there was practically
no market for Opalware in the country.

Distribution is the key E

for any consumer E

company, La Opala E . . i . . . i .
dealer network is ; The company, in the initial years focused on improving its manufacturing practices and expanding
almost 30% to 40% : distribution. Since then, it has built a wide distribution network, which allows its products to be sold

stronger vs. peers at over 14,000 retail outlets, which are serviced by 200 distributors.

The company has a .
successful dealer
reward program while ’,9
dealer margins are in- ; ’
line with Industry
Our channel check with households reveals that there is almost no other brand that a typical
householder recalls other than La Opala RG and Corelle.

The company focused on demand coming out of semi-urban India, addressing more than 600 towns
with a population of 1,00,000+. It also enjoys an international presence, exporting products to over
30 countries.

Exhibit 12: Geographical revenue mix Exhibit 13: Channel mix
E-commerce
East
North )
modern Retail
South Tradtional R
Source:, MNCL Research Source: MNCL Research
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i to lower utilization
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Ready to face competition

In the late 1990, Corning Incorporation introduced its brand ‘Corelle’, ‘Corningware’, Pyrex, etc. in India.
Even as Corelle has strong brand equity in India, it could never create a wide distribution channel. For
solving the distribution problem, Corning also partnered with TTK Prestige, but that partnership ended
in less than two years in 2013. Today Corelle is still present in India, but is largely confined to high-street
shops and modern retail stores in select cities.

Currently, La Opala faces challenge from two local players i.e. Borosil and Cello. La Opala stands out
against both these competitors in terms of availability and quality; channel checks at few stores further
strengthen our argument.

La Opala’s brand strength, higher manufacturing experience, better understanding of the local crockery
market and deeper distribution channel helps it stand head and shoulder above peers.

Capacity addition well ahead of competition - To drive incremental
volume growth for the company

The manufacturing unit of the company located at Madhupur (Jharkand) focuses only on the premium
range of Opalware (Diva brand) and Sitarganj (Uttarakhand) unit focuses on mass brand i.e. La Opala
and crystalware products. The company has been strategically making and diligently investing in
capacities across decades.

The Opalware capacity at Sitarganj (Uttarakhand) has seen five-fold rise since FYO8 and currently stands
at 21,000 TPA (tonnes per annum). Besides, the company also operates 5,000 TPA plant at Madhupur
(Jharkhand). Both the manufacturing facilities are state of the art European Technology and have
someof the best manufacturing equipments.

The company has been prudent in terms of its expansion plan and only after reaching capacity utilization
of 80% does it go for further expansion. This approach has helped the company from building excess
capacities and save on cost.

Exhibit 14: Plant location and capacity

Plant Manufactures Brand Capacity (TPA)
Sitarganj, Uttarakhand Opalware Diva 21,000
Madhupur, Jharkand Opalware and crystalware La Opala and Solitaire 5,000

Source: Company, MNCL Research

Exhibit 15: Always ahead of the curve in terms of capacity expansion (TPA)
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Going ahead, the company plans to increase capacity to 34,000 TPA by setting up a Greenfield plant
at Sitargunj. The company is likely to incur a capex of Rs120cr, which will be funded through internal
accruals. The new capacity will likely commence by Q1FY22.
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LA Opala vs. Competition

La Opala enjoys the first mover advantage in a fast growing consumer sector and is likely to maintain its
leadership position. The company's experience of over three decades places it well ahead of local peers,

Company’s strong E
expansion plan has kept | which have entered the opalware space only a couple of years ago. The entry of Cello and Borosil will

; them way ahead of . give some competition, but will also help in expanding the market and create awareness for opalware
1 competition products

Channel checks in traditional stores and modern retail outlets suggest that Borosil’s product availability
is low, while Cello is perceived as an inferior brand than La Opala. We believe that La Opala’s brand
strength, higher manufacturing experience, better understanding of the local crockery market and
deeper distribution channel will benefit it the most compared to competitors.

This situation is similar to automobile sector, where lot of new players entering two decades back,
expanded the overall market.

Exhibit 16: La Opala vs. Peers in terms of capacity

Company Name Total Capacity (TPA) Revenue (Rs cr) Expansion plan Total Debt
LA Opala 26,000 270 11,000 Nil
Borosilf 15,000 154 Not Announced ~Rs 5bn
Cello 18,250 140 Not Announced NA

Source: MNCL Research
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Dealer feedback — Understanding ground reality

To understand further, we visited a few traditional and modern retail touch points to gauge the
perception of the brand and customer feedback, which we believe is crucial.

We have also done a quick study on the e-commerce platforms. Here are some of the interesting facts
that we found:

The most encouraging = Interms of pricing they are pretty similar except Cello

dealer feedback we
have received - “La
Opala has the widest
range of products,

= Interms of sheer number of products available, LA Opala stands out

o LA Opala (La Opala Product Portfolio)

available at really o Borosil (Larah by Borosil- Product Portfolio)
competitive prices and S
quality is far superior” .- o  Cello- ICello- Product Portfolio —

""""""""""""""" = Discounting is largely similar across the three brands, marginally more in some cases for Larah and
Cello

Exhibit 17: Online Comparison

laopala english lavender dinner set of 35

Visit the LaOpala Store
Fedededeyr v 861 ratings | 74 answered questions 35PCs, White

for "laopala dinner set" Visit the Cello Store

kA kir ©  82ratings | 14 answered questions
M.R.P.. 3289500 for "cello dinner set 37 pieces”
Price: 7 2,030.00 [EXZIIEKFREE Delivery. Details
You Save: ¥ 865.00(30%)
Inclusive of all taxes

Cello Opalware Dazzle Blue Swirl Dinner Set,

Price: ¥ 3,095.00 [EXTIIRK FREE Delivery. Details

Inclusive of all taxes

Larah by Borosil Twilight Silk Series Opalware

Dinner Set, 35 Pieces, White

Visit the Larah by BOROSIL Store
Wolrddir ~ 114 ratings

Amazon's for "larah borosil dinner set"

M.R.P.: 272600
Price: ¥ 2,040.00 [EXZIEKFREE Delivery. Details
You Save: ¥ 680.00 (25%)
Inclusive of all taxes

Source: Company, MNCL Research
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Feedback from visit to traditional stores

High end consumers prefer Corelle, but there is a huge pricing gap between Opalware products and
Corelle

Corelle sets are generally used for extremely distinguished guests
Opalware has started growing prominence

Consumers like its chip resistant features

Looks classy and can be used for daily consumption

Consumers have started asking for products which are dishwasher and microwave safe, Opalware
fits the bill completely

Brand wise La Opala has bigger brand pull as compared to others, though others are catching up

Higher discounts are being offered by other brands to push sales, though La Opala still sells more
due to higher number of SKUs

Not many organized players for Opalware products

Exhibit 18: Brand Compassion

Brand Name Quality SKU Brand Pull Discounts
Corelle 5 3 5 2
LA Opala 5 5 5 2
Larah 4 3 3 3
Cello 3 2 3 4

MNCL

Table- 1 to 5 -5 indicates the best Source: MNCL Research

La Opala 14




Page Industries entered E
with innerwear E
segment with :
Premiumization and :
changed the way the

As a market leader, the
company is further
expanding its capacity
and staying ahead of the
curve

Initiating Coverage

segment was perceived 1"~

~
MONARCH

NETWORTH CAPITAL
—wealtheare redefined

Case Study- How Premiumization has worked in other
industries

Innerwear industry

The Indian innerwear market currently estimated to be worth Rs320bn accounts for ~9% of the total
domestic fashion retail market. It is expected to grow at a CAGR of 11% during FY18-28E. Traditionally,
the innerwear market was largely fragmented and unorganized. However, in last few years the organized
innerwear segment has shown promising growth. The trend of lower spending on innerwear is visible
across both men’s and women’s segments with gaps of over 90% against countries like Thailand and
China, suggesting a larger leeway for growth.

Jockey is the fastest growing middle and premium segment innerwear of the men’s and women’s
category with a market share of 8-9% in the highly unorganised market. In the last five years, Page
Industries has registered 17% revenue CAGR due to brand consciousness and quality of products,
which led to better volume and realization growth. Jockey currently holds 19-20% market share in
men’s premium innerwear, 5-6% in women’s and 6-8% in premium Athleisure clothing.

Exhibit 19: Page revenue growth
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Source: MNCL Research

Exhibit 20: EBITDA and OPM growth

7000 ~ r 25%

6000 -
F 20%

5000 -

F 15%
F 10%

4000 -
P\G‘\ﬁ% -
3000
2000
1000 - I I
0 J I . . . . . - 0%

F 5%
FY10 FY11l FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20

s EBITDA —#— OPM

Source: MNCL Research

Jockey has transformed innerwear commodity into a fashion wear with more emphasis on styling and
comfort innerwear, which was earlier depicted as a day-to-day essential. Traditionally, the innerwear
market was largely fragmented and unorganized. However, in the last few years, the organized
innerwear segment has shown promising growth in both men’s and women’s categories. Jockey has
been the torch bearer for the industry as the strong brand positioning and selling premium products has
paid rich dividend.
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Page has a capacity to produce 26c¢r pieces a year with a capacity utilization of about 60-70%. The total
installed capacity is spread over 2.4mn sqft in 14 locations in Karnataka and one in Tamil Nadu. To
meet the growing market demand and to tap the premium market potential, the company is looking
to double its current capacity in the next five years. Currently, the company is setting up a
manufacturing facility of 0.6 mnsqft in Anantapur (AP) to meet the growing demand of men’s business.

Exhibit 21: Shift from Coconut Oil to VAHO over the last 5 Exhibit 22: Premiumization has led to 1/5 growth for
years for Marico Britannia

30 H 20% A
25
15% A
20
15 10% A

10
5% A

0% A
FY15 FY16 FY17 FY18 FY19 FY20 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20

-5% -
W Coconut Revenue  ®VAHO Revenue M Volume Growth  ® Price Hike  ® Premiumization

Source: MNCL Research Source: MNCL Research

Premiumization has been the key to success for these brands, not only it has it has helped them gain
a strong foothold in the market earnings and valuation have expanded exponentially.
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Strong Macro Factors

India has one of the youngest demographics as compared to other leading economies. Demographics
can act as a catalyst to change the pace and pattern of the economic growth. India’s median age will
continue to remain under 30 years till 2030. India’s sizeable young population augurs well on two counts.
Firstly, it is contributing to a declining dependence ratio (the ratio of the dependent population size to
the working-age population size). Young consumers in India are well travelled, brand conscious, well
networked and have higher discretionary spending power.

The ratio of the number of elderly people and children to the working-age (aged 15-64 years) population
declined from 64% in Fiscal 2000 to 51% in Fiscal 2017 and is expected to further decrease to 49% in
Fiscal 2020. This trend not only supports rising income levels but it also leads to higher share of
discretionary expenditure

Secondly, substantial rise in the working age population (from 36% in Fiscal 2000 to 49.8% in Fiscal 2018)
augurs well for growth momentum of the Indian economy going forward, as it will lead to rising income
levels. Moreover, youth are naturally pre-disposed to adopting new trends and exploration given their
education profile and exposure to media and technology. This backdrop manifests as an opportunity for
domestic consumption in the form of branded behavior, organized retail and product designs.

Growing middle class

power -
"""""""""""""""" ' Households with annual earnings between US$5,000 and US$10,000 have grown at a CAGR of 12% from
Fiscal 2012 to Fiscal 2018. Households with annual earnings between US$10,000 and US$50,000 have
grown at a CAGR of 25% between Fiscal 2012 and Fiscal 2018.
Exhibit 23: Rising Middle class
. . Households with Annual
Year Tota.I Hoys.eholds Households with Annual e.:ar.nmg % of total earning US$10,000 — % of total
(in million) US$5,000 - US$10,000 (million) households US$50,000 (million) households

2009 236 36 15.3% 11 4.7%

2012 254 60 23.8% 22 8.7%

2014 267 71 26.6% 27 10.2%

2015 274 85 31.0% 36 13.2%

2018 296 121 41.2% 86 29.3%

Source: MNCL Research

Initiating Coverage

We believe households with the annual income above $10,000 could be a suitable fit for Opalware
consumption. Using that data, we have estimated the market size over the next 10 years by using
forecasting opportunity from increasing benefits of Opalware and gifting opportunity. We believe
Opalware has the potential to reach a market size of “Rs18bn.

Though we could see some competition with the market expanding, we believe LA Opala is the only
brand which would be able serve at such a large scale given its strength in manufacturing, distribution
and brand.
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Exhibit 24: Expected Opalware Market
Particulars 2018 2025 2030
T : Average household (mn) 9 12 17
' Increasing ! S -
i awareness of the | CAGR growth 5% 5%
i benefits of Opalware | Average cost (Rs) 3,233 3,690 4,277
i andrise in 5 CAGR growth 3% 3%
i purchasing power '
can potentially see L Opalware market (Rs mn) 5,562 10,269 17,646
: Opalware becoming LA Opala Revenue (Rs mn) 2,781 4,621 8,117
; @ potential Rs18bn Market size ~50% 45% 46%
! market : b o Tevel
e : enetration leve 20% 23% 25%

Source: MNCL Research

Indian Consumer Retail Basket and Spend Trends

Exhibit 25: India’s consumption funnel
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Source: Company, MNCL Research

In Fiscal 2020, India’s retail basket was ~48% of its private consumption and it is expected to maintain
this share in private consumption for the next five years. The food & grocery (F&G) segment forms the
major share of India’s merchandise retail expenditure (~*66%) and is expected to remain at a similar level
through Fiscal 2025.

Among non-essential categories, apparel & accessories and footwear will be worst affected by the
COVID-19 pandemic.

Comparatively, the situation will be better for jewellery, consumer electronics and home & living. Muted
consumer sentiment has brought down the demand of some of these products in the short-term, but
some of this is delayed demand (such as postponed weddings) and will return as the situation improves.

Exhibit 26: Share of various categories in overall Indian retail market

Type of Categories Categories 2012 2020 2025
Total Retail (US$ bn) 370 845 1,131
Need Base
Food and Grocery 67.5% 66.2% 66.3%
Jewellery 7.1% 7.6% 8.0%
Primary Non-Food Apparel and Accessories 8.5% 8.1% 7.9%
Consumer Electric 5.2% 6.4% 6.4%
Home and Living 4.2% 4.3% 4.2%
Other Non-Food Pharmacy & Wellness 2.8% 3.0% 3.0%
Footwear 1.2% 1.2% 1.1%
Others 3.5% 3.2% 3.1%
Total 100.0% 100.0% 100.0%

Source: MNCL Research
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Exhibit 27: Organized retail penetration across key categories
Categories 2012 2020 2025
Total Organized Retail (USS bn) 26 101 201
Food and Grocery 2% 4.4% 9%
Apparel & Accessories 20% 32% 42%
Consumer Electronics 24% 32% 42%
Jewellery 26% 32% 37%
Footwear 8% 29% 40%
Pharmacy & Wellness 23% 15% 28%
Home & Living 8% 15% 22%
Others 10% 13% 20%

Source: MNCL Research

The margin model of unorganized retailers has been traditionally built on opaque pricing and
qguestionable product quality. Organized retailers identified this pain point and undertook sustained
brand building initiatives that were aimed at filling these gaps on the plank of trust and transparency. In
addition, organized retail also offered better quality merchandise, wider range/selection and enhanced
retail experience (showroom/service). This has led to the shift of the demand from the unorganized to
the organized market.

With the increase in standard of living the average Indian consumer has progressed from the cheap
and durable traditional metal based utensils and tableware, we expect them to further shift to better
ceramics. While currently India’s tableware market may have been skewed towards steel, the shift is
certainly underway. Further, what gives us confidence is that no other segment has established
branded products which makes the market highly fragmented. Moreover, this opens up a huge
opportunity for industry leader La Opala, which already operates an established brand with a
mammoth market share.

Gift Opalware

India is one of the most hospitable and socializing countries in the world, where gifting is part of its
culture, heritage & social customs. Be it business or personal occasions, India and Indians are amongst
the most passionate people about giving and receiving gifts. According to Technopak, India’s leading
Management Consultants, the total size of Indian corporate & personal gifting market put together is
~Rs250,000cr.

Some industry estimates suggest that the wedding industry in India could be over ~Rs100,000cr. It is
suggested that 900,000 weddings per month take place in India, with over 10mn marriages celebrated
throughout the year. Also, considerable money is being spent on wedding gifts for the couple.

Gifting currently contributes close to 1/3" of the sales for La Opala, however given the aesthetics of
Opalware and the highly competitive price range, it has emerged as an ideal gift. Urbanization,
concept of nuclear families and increase in women workforce can be major growth drivers for the
company.

Case Study- Paint Industry

We would like to place a scenario for tableware in similar lines to the paint industry. We believe the
tableware industry currently is where the paint industry was a decade or so ago. Growth factors for
both include rise in disposable income, change in lifestyle pattern (which lead to shorter cycle), and
urbanization. We can see a clear co-relation between GDP growth and industry volume growth for
paint industry over a long period as highlighted in the chart below.

Organized domestic decorative paints industry is a comfortable oligopoly with a few big players (Asian
Paints, Berger, Kansai Nerolac and Akzo Nobel) constituting bulk of the segment, with strong entry
barriers such as distribution network and brand equity.

The industry has demonstrated consistent pricing discipline and has not seen mutually destructive price
wars, discounting, etc. Thus, every company has co-existed with its own specific niche like regional
strength, expertise in particular product sub-segment, etc. Although new players have entered the
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market over the last decade, existing players have strengthened their distribution network and focused
on capacity building.

Exhibit 28: Domestic decorative paint industry (Rs bn)
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Source- MNCL Research

The domestic paint industry has grown at a rate of 10.4% from FY08, when the market was valued at
Rs159bn to FY20, when the market size reached ~Rs520bn. Over the years, the decorative paint segment
(market share of 75-80%) has grown at a CAGR of 11.4% against the industrial segment (market share of
20-25%), which has grown at a CAGR of 7.9%. Within the industry, the organized sector has been
commanding ~70% market share and the balance 30% is accounted by the unorganized sector

Many factors have contributed to the faster growth of the decorative paint segment compared to the
industrial segment (and will continue to do so in the medium term). They include, rapid scale of
urbanization and increase in nuclearization of families, rising disposable income, shorter cycle, and
upgradation & growth of top-end products.

Exhibit 29: Paint sector vs. GDP
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Exhibit 30: Industry growth vs GDP growth
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Industry’s long-term growth is attributable to many macro-economic and demographic factors, including
rise in gross household income, increasing urbanization and rising nuclearization of families. Gross
household income has been continuously increasing, albeit at a slower pace in the recent years.
Consequent to the rise in disposable income, consumer spends have also been rising. However, the
propensity to save (level of savings as a percentage of disposable income) has been gradually declining,
thereby reflecting consumers’ willingness to spend more than what they used to.

Case of the market leader — Asian Paints

Asian Paints (APNT) is a 78 year old company with operations across 15 counties. It is the largest paint
company in India and also Asia’s third-largest paint company. Today the company is not merely a paint
company but has successfully forayed into related segments to become a household décor company.

Over the years, the company has built a resilient franchise with strong brand recall, significant first
mover advantage in dealer network (70,000+ dealers currently) and use of technology across operations.
It has always stayed ahead of time. Within the Indian organized decorative market, Asian Paints is a
leader with ~55% market share. Even though new players have entered the market, APNT has
maintained its strong market leadership despite selling products at a premium to its peers.

The company has been intensively focusing on innovation and improving its products besides expanding
its product range and offering its consumers a wide range of products & services, delivering value
proposition in every segment.
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Case for La Opala - Though not an apple to apple comparison there are

quite a few similarities between Asian Paints and La Opala
Like LA Opala, Asian Paints has seen fairly consistent performance, growing its revenue at CAGR of 8%
over FY15-20. Margins have steadily increased from 15% in FY15 to 20% currently, margin expansion has

been driven by improved product offering, benefits of economies of scale and advantage of raw material
prices.

La Opala likewise has been steady in terms of its performance and has seen its margins expand on back
of improved product offering and manufacturing efficiencies.

Exhibit 31: Similarities between Asian Paints and La Opala

Particulars LA Opala Asian Paints
leadership 5 5
Distribution Reach 4 5
Brand Image 5 5
Market innovation 5 5
capacity 5 5
expansion plan 5 5

MNCL Table- 1 to 5 — 5 indicates the best Source: MNCL Research

What stands out between both companies is the sheer dominance they enjoy in their respective
segments with more than 50% market share. Though both the industries have seen competitors
entering, the market has only expanded.

Asian Paints today commands a premium over its peers due to the strong brand image along with steady
performance. The company today is not just a paint company, but it has leveraged its brand and
expanded across adjacent segments like waterproofing, modular kitchens, wall covering, etc. Hence,
deserves high valuations.

We believe La Opala has a similar brand strength as compared to Asian Paints in terms of brand recall.
It has one of the widest range of products which cater to different class of people. The company has one
of the strongest distribution networks and is further expanding. The management of La Opala always
stayed ahead of competition and its understanding of consumer mindset is one of the biggest
advantages it has over its peers. We believe the company can easily leverage its brand and enter new
categories (storage, select appliances, etc.) though there is no plan currently and we are not building
any such scenario in our model, however we believe in the long run it could be a possibility.

We believe that valuation for Asian Paints will always appear expensive as it has consistently delivered
strong volume growth compared to other consumer segments, maintained market leadership in its core
business and has continuously generated robust cash flows
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Financial Analysis

Steady revenue growth despite increase in competition

La Opala has seen its revenue grow at a steady 7% CAGR over FY15-20, however, FY20 revenues were
severely impacted due to pandemic. Opalware segment is expected to post a growth of 15-20% over the
medium to long run on the back of improved sentiments and rise in awareness of Opalware. We expect
La Opala to post a growth of 13% over FY20-23E.

Exhibit 32: Revenue growth
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Premiumization and strong cost measures aid margin expansion. The company has constantly
improved its margins owing to manufacturing efficiency, favorable product mix and controlling
operating costs. These efforts have helped the company improve its margins from 28% in FY14 to 39%
in FY20. We expect the company to maintain its margins at similar levels going ahead.

Exhibit 33: Strong margin expansion
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Power cost to remain steady

Fuel cost has reduced significantly over the years to almost 13% from the high of 26% in FY09. The
company's plant at Sitarkanj is fully automatic and has an electric furnace, while the other plant at
Madhupur is running on a semi-automatic mode, resulting in higher cost. Notably, in FY14 the company
converted the furnace into an electric furnace thereby saving significantly on power cost. Company
sources power directly from the power grid. Power cost is expected to remain stable in the near term.

Exhibit 34: Not expecting any major increase in power cost
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Lean balance sheet

LA Opala's strategy to finance expansions through internal accruals has led to no build-up of
borrowing in its balance sheet. The company has been net cash for the last five years and maintains a
healthy cash position to sail through these pandemic times. In comparison to peers, Borosil has debt of
close to Rs5bn and it would be difficult for the company to further increase capacity.

La Opala has delivered positive free cash flow every year since FY10. Interestingly, in the past years the
company has converted nearly 14% of revenue into FCF. The strong cash generation underscores a solid
business and the management’s ability to expand multi-fold with internally generated funds and still
deliver surplus cash for the shareholders.

Exhibit 35: Consistent FCF generation
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Exhibit 37: Steady improvement in working capital cycle
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La Opala vs. Peers

We remain bullish on domestic competition as it is expected to drive market development. Moreover,
threat from foreign players is limited on account of higher duties on products from China and UAE, and
there lies a huge price difference between products from US and EU.

LA Opala faces competition from local players like Borosil and Cello. Our channel checks reveal that
Borosil’s product availability is low, while Cello is perceived as an inferior brand than La Opala. We
believe that La Opala is better placed in terms of its brand strength operational efficiency, sound balance
sheet, distribution and better understanding of the local market, and hence, we do not expect the
company to lose market share to its peers. Further, we believe both the peers will have to expand their
capacities in the medium term in order to grow and match up to La Opala.

Exhibit 38: Capacity addition over the years

Total Capacity (TPA) FY16 FY17 FY18 FY19 FY20 FY21E FY22E
La Opala 21,000 21,000 26,000 26,000 26,000 26,000 37,000
Bororsil 9,750 9,750 14,600 14,600 14,600 14,600 14,600
Cello 18,250 18,250 18,250 18,250 18,250

Source: MNCL Research

Exhibit 39: Expansion plan to ensure La Opala stays ahead of the curve

Company Name Total Capacity Revenue (Rs cr) OPM Expansion plan Total Debt
LA Opala 26,000 270 39% 11,000 Nil
Borosil 15,000 154 ‘18% Not Announced ~Rs 5bn
Cello 18,250 140 NA Not Announced NA

Source: MNCL Research
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Strong Brands = Premium Multiple

Opalware market in India is oligopoly in nature, although new players like Borosil and Cello have entered
the market over the last decade, LA Opala has strengthened its distribution network, focused on capacity
building and introduced innovative products & services in order to increase market standing across
regions. Further, our channel checks suggest that availability of Borosil products is less, while the quality
of Cello is perceived to low.

La Opala being the first mover has built a strong distribution network with close to 200 distributors and
~14,000 retail points vs. peers with less than ~8,000 retail touch points. The company focuses on
demand coming from semi-urban India, addressing more than 600 towns with a population of 1,00,000.
The company has always stayed ahead of time by quickly adapting to current market trends and
anticipating future trends.

Today, the company has one of the widest range of offerings in Opalware and is present across
segments. The company's Premiumization strategy has borne fruits with it enjoying best in class margins
in the industry (~38% vis-a-vis 15%).

We would like to present a few cases where products with high brand value have commanded higher
multiples

Exhibit 40: PE band Page Industries

40000.00

35000.00
30000.00
25000.00
20000.00
15000.00

10000.00

5000.00 +

0.00 T T T T ]
01-Apr-15 01-Apr-16 01-Apr-17 01-Apr-18 01-Apr-19

Price 45x 50x 55x 60x 70x

80x

Source: Ace Equity, MNCL Research

La Opala 27




Exhibit 41: PE band Asian Paints

MONARCH

NETWORTH CAPITAL
— waliears lfned

2500.00 ~

2000.00 -

1500.00

1000.00 -

/

500.00 -

0.00 T
01-Apr-15 01-Apr-16

01-Apr-17 01-Apr-18 01-Apr-19

Price

40x 50x 60x 70x

Source: Ace Equity, MNCL Research

Exhibit 42: PE Band IFB Industries
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Exhibit 43: PE band Britannia
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All of the above companies are leaders in their respective fields, they have created there niche over
the years and the market has rewarded them. These companies have seen both upswing and down
trend, however the brand has been resilient to sustain and they have emerged stronger. All of these
brands successfully moved towards Premiumization, which has further aided growth and profitability.
Further all of these brands have successfully widened their product portfolio ny entering into new
categories after claiming market leadership in their core category. Premium valuations are justified as
the brand is very strong and even in difficult times they are the first one to see improvements.

Asian Paints: Organized domestic decorative paints industry is a comfortable oligopoly with a few big
players (Asian Paints, Berger, Kansai Nerolac and Akzo Nobel), constituting bulk of the segment, with
strong entry barriers such as distribution network and brand equity. Although new players have entered
the market over the last decade, Asian Paints has strengthened its distribution network, focused on
capacity building and introduced innovative products & services to help reinforce its market standing
and has consistently delivered strong volume growth compared to other consumer segments,
maintained market leadership in its core business, and has continuously generated robust cash flows.

In the case of La Opala, over the years, the company has built a resilient franchise with strong brand
recall, significant first mover advantage in dealer network (14,000+ dealers currently) and use of
technology across operations. It has always stayed ahead of time. Within the Indian organized Opalware
market, LA Opala is a leader with ~50% market share. Even though new players have entered the market,
La Opala has maintained its strong market leadership. The company has historically spent close to 10%
of revenue on brand building and we have seen that the margins have only grown despite spending big
in building its brand. This aptly demonstrates how a strong brand and Premiumization strategy has
worked wonders for the company.

Exhibit 44: Increase in advertisement cost has not impacted margins, on the contrary has aided
margin expansion due to increase in revenue from premium products
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Source: MNCL Research

We have further estimated the market size of Opalware to be close to Rs2,000cr by 2030 by moderately
increasing the penetration levels and we have kept La Opala's share at similar level. However, we believe
there are no headwinds for the company in the path of increasing market share and capturing a bigger
chunk of the pie. La Opala is the only company which is increasing its capacity and has done so in a
prudent manner.

Though we haven’t built this scenario in our model sheet, the company can easily leverage its brand and
distribution network and enter new categories. Given the company’s history, it will not be a surprise to
see the company gain a meaningful market share should they enter newer segments.
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Exhibit 45: Huge opportunity persist for company to expand its footprints in auxiliary categories

Category Total Market Size | Market Growth %

Glass Microwavables 100 10%

Tumblers 440 10%

Storage 700 15% to 20%

Opalware 500 20%

Tea / coffee 400 (incl. 15%
ceramicware)

Appliances 9000 10%

Source: Borosil Investor Presentation

The chances of any new player entering remain farfetched given the low asset turnover, difficulties in
setting up a distribution channel and product understanding. We can draw parallels to the paint industry
which has similar characteristics.

The company, over the last 10 years has seen its revenue grown at 14% CAGR (FY20 growth impacted
due to the pandemic). During the same period the company's EBITDA has grown at 24% CAGR, margins
have improved from 16% in FY10 to 39% in FY20 and PAT has grown at 40%. The company is a consistent
dividend paying company and has maintained a dividend pay-out of more than 15% over the last 10
years. La Opala has delivered positive free cash flow every year since FY10. Interestingly, in the past
years, the company has converted nearly 14% of revenue into FCF. The strong cash generation highlights
a solid business and the management’s ability to expand multi-fold with internally generated funds and
still deliver surplus cash for the shareholders. The company has historically traded in the range of 35x
to 40x, which we believe is justified given the reasons mentioned above.

Though we expect FY21 to be a challenging year for the company due to pandemic, we have already
seen improvements on sequential basis, both in terms of revenue and capacity utilization levels.
Capacity utilization levels are at 60% vis-a-vis exit of 30% in June. Revenue sequentially has grown by
more than 3x. LA Opala is one of the very few players with the ability to survive and thrive as against
numerous small & regional players and mainly the unorganized players. Significant cash reserves, even
after providing for future expansion give the company an edge over the peers.

Going forward, we expect the company to post a revenue growth of 12% over FY20-23E, while revenues
in FY21E are likely to be hampered by the pandemic, however we expect the recovery to be strong. We
estimate the company to post an EBITDA growth of 15% over the same period, while margins are
expected to grow by 318bps to 42%. The company is expected to post a PAT growth of 13% over the
same period. We assign a PE multiple of 38x on Dec 22 EPS of Rs.10 post which we get a target of Rs.
380 an upside of 69% from current levels. While current and attributed valuations may appear
demanding, we strongly believe they are justified in view of abovementioned prospects, option-value of
new businesses not baked in, and clear examples of valuation expansion of similar companies which are
respected for consistency and robustness despite pedestrian earning growth.
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Exhibit 46: Valuation

P/E Valuation Dec’22
EPS (Rs) 10
P/E (x) 38
Fair Value/share (Rs) 380
EV/EBITDA Valuation DEC'22
EBITDA (Rs mn) 1680
Ascribed EV/EBITDA (x) 22.0
EV (Rs mn) 36,960
Add: Net Cash (Rs mn) 3,265
Fair value mkt cap (Rs mn) 40,225

111.0

No. of shares (mn)
Fair Value/share (Rs) 362

Source: MNCL Research Estimates

Exhibit 47: LA Opala PE Band
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Alternate Valuation
Exhibit 48: EV/EBITDA
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Alternatively we also use EV/EBITDA multiple to value La Opala given the capital intensive nature of
industry. The company has historically traded in the range 18-20x, the company has traded at high
valuation given its leadership position in the market wide product offerings, strategy of innovation,
seizing market opportunities, impeccable capital allocation and best in industry margins & return ratios.
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Scenario - We would like to play out a different scenario

In exhibit 28 we had estimated a that Opalware segment would reach close to Rs18bn by 2030 and LA
Opala without gaining any market share would reach close to Rs8bn in terms of revenue. We have also
mentioned in exhibit 42 the potential size of auxiliary industry.

Exhibit 49: Potential Revenue

Particulars (Rs mn) 2025 2030
Revenue from Opalware 5,648 10,588
revenue from New segments 2,460 3,280
Total revenue 8,108 13,868
EBITDA 3,081.05 5,547
OPM 38% 40%
Net profit 2,270.24 4,160.33
EPS 20 37
P/E 30.00 25.00
Fair Value/share (Rs) 614 937

Source: MNCL Research

What gives us confidence about La Opala achieving success in any category it enters is that the
management pedigree is very strong. They saw a market for Opalware when others did not, even when
they launched Opalware they introduced premium products, which further aided the company's growth
story. One of the biggest advantages the company enjoys is its brand and the distribution platform it has
built over the years, which is vital for any consumer company.
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Key risks to our thesis

Increase in competition: Rising competition remains a risk for the company as local players like Borosil
and Cello have also ventured into the Opalware business. Higher advertising and promotion expenses
may exert pressure on operating margin. Having said that, we believe the new entrants will help in
increasing the awareness of Opalware products and expanding the market.

Muted consumer sentiments: The Company is highly dependent on factors which affect consumer
spending. Prolong muted consumer sentiments can have a huge impact on the company.

Delay in capacity addition: Any delay in commissioning of the new plant can adversely impact the
company’s growth story.
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Corporate Governance

We believe that sound corporate governance is necessary for enhancing the trust of shareholders and
other stakeholders. We have undertaken a detailed corporate governance study covering broad aspects
such as the composition of the board of directors, independent directors, compensation paid to the
promoter directors and independent directors, details of auditors, nature and amount of contingent
liabilities, related party transactions and CSR expenditure.

MNCL Research’s AQCG Score

We analyse the company’s accounting quality and corporate governance based on MNCL’s proprietary
AQCG score, which accounts for 14 different attributes in the accounting and corporate governance

Quadrant 1: >=72% i
Quadrant 2: 65%-71.9% | domain for at least 5 years and back tested on BSE 500 companies.

! Quadrant3:60%- 64.9% | _
i Quadrant 4: <60% > AQCG Score: 64% and 3™ quadrant

Interpretation of the score: A score of 64% signifies that la Opala's financial reporting and governance
policies are well in compliance with the widely accepted regulations, raising no red flags. It misses the
first quadrant score due to marginally high compensation of the director (as a % of PAT) and low asset
turnover. We would like to highlight that the management salary to profit is on a declining trend. We
believe the very marginal quantum of breach does not raise a red flag in an overall scheme of superior
governance policies followed by the company.

Promoters and promoter group shareholding analysis

The company was founded in 1987, Sushil Jhunjhunwala and Ajit Jhunjhunwala, who are the promoters,
own 65.6% stake in the company. The promoter stake has remained stable with a slight increae in the
last 5 years. The details of the shareholding and its movement are indicated in the chart below.

Exhibit 50: Promoters have slightly decreased their stake in the last 10 years
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Independent directors — Representation analysis

La Opala has consistently maintained the share of independent directors at more than 50% for the last
three years. This imparts greater credibility to the company and ensures well rounded decision making
in the interests of stakeholders. The presence of a woman on board further confirms to the regulations
laid in Company’s Act 2013. The details of the board composition are as follows:

Exhibit 51: Board Composition

Particulars FY16 FY17 FY18 FY19 FY20
Total Strength 8 8 8 8 9
Promoter Executive Director 3 3 3 3 3
Non-Executive Directors 2 2 1 1 1
Independent Directors 3 3 4 4 5
% Share of Promoters 38 38 38 38 33
% Share of Executive Directors 38 38 38 38 33
% Share of Women Director 13 13 13 13 11
% Share of Independent Directors 38 38 50 50 56

Source: Company, MNCL Research

Executive director and promoter compensation analysis

The total executive director compensation has not exceeded the permissible limit set by Companies Act.
The MD’s compensation has not breached the permissible limits. We don’t see a detrimental red flag in
the director’s compensation. Details of the compensation are shown in the following table:

Exhibit 52: Executive Director Compensation

Designation (compensation in Rs mn) FY1l6 FY17 FY18 FY19 FY20
Executive Vice Chairman 31 32 38 42 37
- % share of PBT 4.0% 3.7% 3.6% 3.7% 3.5%
Managing Director 27 26 31 34 24
- % share of PBT 3.4% 3.0% 2.9% 3.0% 2.3%
-Whole Time Director 12 13 14 15 11
- % share of PBT 1.6% 1.5% 1.3% 1.3% 1.0%
- Ceiling for executive Directors as per act 86 84 117 123 111
- Total executive director compensation 70 70 83 91 71
- Salary earned as a % of ceiling 82% 84% 71% 74% 64%
- % share of PBT 9.0% 8.1% 7.9% 8.1% 6.8%

Source: Company, MNCL Research

Independent directors -Compensation analysis

The independent directors were collectively paid Rs3.74mn in FY20 equivalent to 0.04% of PAT. There
were total 6 board meetings that happened during the year and as per the company law, each
independent director can be paid sitting fees of up to Rs1 lakh per board meeting. Sitting fees paid to la
Opala independent directors is well within this permissible limit. The details of the same are as follows:

Exhibit 53: Independent Directors & their Compensation

Name Sitting fees (Rs mn) Commission (Rs mn) FY19 Compensation (Rs mn)
Mr. A C Chakrabortti 0.27 0.6 0.87
Mr. Rajiv Gujral 0.27 0.4 0.67
Mr. Arun Kumar Churiwal 0.24 0.4 0.64
Mr. Subir Bose 0.12 0.4 0.52
Prof. Santanu Ray 0.12 0.4 0.55
Mrs. Mamta Binani 0.12 0.4 0.49
Total 1.14 2.6 3.74
As % to PBT 0.14% 0.25% 0.36%

Source: Company, MNCL Research
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Contingent liability analysis

The company does not make provisions for these contingent liabilities as it considers them safe. The
disputed statutory claims are regarding customs duty demands against which appeal has been made in
the respective court and the company is confident that these demands will likely be deleted. The details
are as follows:

Exhibit 54: Contingent liability

(Rs mn) FY16 FY17 FY18 FY19 FY20
Letter of Credit 34 1 7 9 111
Bank Guarantee 1 1 1 2 1
Demand under Income Tax Act, 1961 4 7 7 8 20
Demand for Excise duty under Central Excise Act, 1985 6 6 6 0 0
Penalty order passed by ACCT, 1 1 1 1 1
Reassessment order passed by DCCT Circle under JVAT Act, 2005 1 1 1 1 1
Dispute with respect to stamp duty on leasehold land 0 0 0 0 0
Application for revision filed before the Commissioner of ) 9 9 ) )
Commercial Tax,

Total 46 26 33 20 133
Net worth 2,320 4,348 5,036 5,291 5,451
Contingent liabilities as a % of Net worth 0.02 0.01 0.01 0.00 0.02

Source: Company, MNCL Research

Related party transaction analysis

La Opala's related party transactions mainly involve rent charges. We believe that these transactions
form part of usual operations and do not raise any red flags. The details are as follows:

Exhibit 55: Related party transactions

(Rs mn) FY16 FY17 FY18 FY19 FY20
Rent paid 3.5 3.5 4.0 4.0 4.0
Total 3.5 3.5 4.0 4.0 4.0

Source: Company, MNCL Research

Auditor compensation analysis

La Opala has appointed Singhi & Co as joint statutory auditors in FY17 for a period of 5 years. The auditor
compensation is well within the prescribed limits. The details are as follows:

Exhibit 56: Auditors

Auditor Name Type Auditor Since Auditor Fees — FY20 (Rs mn) As % to PBT

Singhi & Co. Statutory FY17 1.66 0.01

Source: Company, MNCL Research

CSR activity analysis

Company has undertaken projects in the area of Rural Development Project, eradicating hunger,
poverty and malnutrition, healthcare and sanitation, animal welfare, etc. Following are the details:
Exhibit 57: CSR Activity Spend

Year Prescribed Expenditure (Rs mn) Total Spend (Rs mn) Total spend as % of prescribed limit
FY20 20.61 15.52 75%
FY19 18.23 12.93 71%
FY18 14.75 9.75 66%
FY17 11.67 7.59 65%
FY16 8.80 8.09 92%

Source: Company, MNCL Research
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Company Background

Established in 1987, La Opala RG Limited was the first to introduce Opal glass in India. The company is
engaged in the manufacture and marketing of Opal glass tableware and 24% lead Crystalware products.
Over the years, the company has emerged as India’s largest tableware and glassware lifestyle brand.

La Opala is the market leader in Opalware segment with a dominant market share of 50% in its category.
The company has two state of the art plants located at Sitarganj (Uttarakhand), where it manufactures
Opalware, and Madhupur (Jharkhand), where it manufactures Opalware and Crystalware products. Both
the plants have state of the art European technology and equipment from the best manufacturers in the
world, reflecting in higher asset utilization, faster investment returns and processes.

The company provides a wide range of products starting from Rs650 for a six-piece set to Rs6,300 for a
65-piece set; the Crystalware range extends from Rs300 to Rs2,500, providing an aspirational ladder of
choice to consumers

La Opala has one of the widest distribution networks with ~200 dealers and around 14,000 retail touch
points. Apart from this, the company is present across 30 countries internationally.

Products

= Opal glassware: Plates | Bowls | Dinner sets | Cup-saucer Sets | Coffee mugs | Coffee cups | Tea
sets | Soup sets | Pudding | Dessert sets

=  Crystalware: Barware | Vases | Bowls | Stemware

Brands

= La Opala: The flagship brand of the company and caters to entry level dinner sets, plates, bowls,
coffee mugs and other products. La Opala offers two well-crafted collections - Melody and Novo.

= DIVA: Offers a premium range of products under five collections i.e. Classique, Ivory, Cosmo, Quadra
and Sovrana.

= Solitaire: Markets crystal glassware.

Exhibit 59: Revenue split

Others , 4% Export, 15%

La Opala,
15%

Domestic,

Diva, 81% 85%
Source: Company, MNCL Research Source: Company, MNCL Research
Plant location and capacity
Exhibit 60: Plant location
Location State Products Capacity (TPA)
Sitargunj Uttarakhand Opalware 21,000
Madhupur Jharkhand Opalware and Crystalware 5,000

Source: Company, MNCL Research
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Exhibit 61: Time line
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Source: Company, MNCL Research

Exhibit 62: Key Management Personnel

Profile

He has over 50 years of specialisation in the Glass Industry. He has held important honorary positions in many organisations
that include, the President of All India Glass Manufacturers Federation, President of Society of Glass Technology (Indian
Section) and President of Calcutta Chamber of Commerce. He is also a Non-executive Director of M/s BSL Limited.

He was appointed as a Director on the Board of La Opala RG Limited effective 3rd October, 1989 and subsequently appointed
as the Joint Managing Director of La Opala RG Limited effective 1st October, 1997. He has over 20 years of experience in the
Glass Industry. He is the former President of Eastern India Glass Manufacturers Association and Committee Member of
Confederation of Indian Industries (Marketing Committee).

Name Designation
Mr sushil Promo.ter and
. Executive

Jhunjhunwala -
Chairman
Mr Ajit .
Jhunjhunwala I\/!anagmg
Director
Ms Nidhi Executive
Jhunjhunwala Director

She was appointed as an Executive Director on the Board of La Opala RG Limited effective May 14, 2010. She is responsible for
the marketing, planning and product designing of the Company. She is an active member of Ladies Study Group, Indian Chamber
of Commerce.

Non- Executive

Mr Arun Churiwal _.
Director

He has over 40 years of experience in the segments of textiles and agro products. He is currently the Managing Director of
M/s RSWM Limited and Chairman & Managing Director of M/s BSL Limited, a part of M/s LNJ Bhilwara Group. He has held
many important positions of honour in many organisations, such as President of Merchants Chamber of Commerce, Kolkata,
Chairman of Indian Woollen Mills Federation, Mumbai and President of Mewar Chamber of Commerce & Industry Bhilwara,
Rajasthan.

Non- Executive

Mr Rajiv Gujral Director

He has been associated with the Tata Group for over 38 years and has been in senior management positions with Taj Group
of Hotels. Presently he is the CEO of Tata International/Taj Hotels JV for Africa. He is also on the Board of M/s Peerless Hotels
Ltd. and Ex Board Members of Taj International Hotels (HK) Ltd. and Oriental Hotels International (HK) Ltd.

Non- Executive

Mr Subir Bose .
Director

He graduated in Chemical Engineering from the Indian Institute of Technology, Kanpur and then completed his post-
graduation in Business Administration from the Indian Institute of Management, Ahmedabad. He was associated with Berger
Paints India Ltd. since 1984 to 2012 and held position of Managing Director from 1994 to 2012. Before that he was also
associated with Larsen & Toubro Ltd, Asian Paints India Ltd and Abukon Nigeria Ltd

Non- Executive

Prof. Sant; R .
rot. santanu Ray Director

He is a fellow member of Institute of Chartered Accountant of India having a very long experience in finance since 1972. He
has conducted large number of management development programs with leading corporates and published several books,
research papers and articles which have received acclamation across the country. He is associated with numerous prominent
companies.

Non- Executive
Director

Mrs. Mamta
Binani

She is a fellow member of the Institute of Company Secretaries of India (ICSI) and having more than two decades experience
in corporate consultation & advisory, covering Due Diligence, Secretarial & Legal functions. She is a Vice President of National
Company Law Tribunal Kolkata Bar Association and a Chairperson of Legal Affairs Committee of The Merchants Chamber of
Commerce & Industry. She has been the first lady Chairperson (eastern region) of (ICSI) in 2010 and second lady President
of ICSIin 2016.

Source: Company, MNCL Research
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Quarterly Financials & Key Operating Metrics
Exhibit 63: Quarterly Financials
Y/E March (Rs mn) 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 2QFyY21
Particulars
Net sales 785 720 581 679 802 638 101 424
Cost of Raw materials consumed 158 105 45 110 155 118 (53) 150
Staff cost 119 116 117 118 124 128 85 80
Other operational expenses 209 262 171 176 194 201 97 69
Operating Profit (Core EBITDA) 298 237 248 275 330 191 (27) 125
Depreciation 41 39 40 41 41 37 32 30
EBIT 257 198 208 234 290 154 (60) 95
Interest 1 1 1 2 2 1 1 1
Other Revenue/Income 62 58 38 53 50 24 7 1
Profit Before Tax 318 255 245 286 338 178 (53) 95
Tax 99 93 41 38 84 41 (23) 21
Profit After Tax 219 162 204 248 254 137 (30) 74
Source: Company, MNCL Research
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Financials (Consolidated)
Exhibit 64: Income Statement
Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Revenues 2,493 2,352 2,593 2,781 2,700 1,886 3,010 3,913
Materials cost 399 511 480 390 427 378 432 548
% of revenues 16% 22% 19% 14% 16% 20% 14% 14%
Employee cost 322 343 378 445 486 346 435 492
% of revenues 13% 15% 15% 16% 18% 18% 14% 13%
Others 908 619 667 823 743 489 907 1,239
% of revenues 36% 26% 26% 30% 28% 26% 30% 32%
EBITDA 864.2 878.8 1,068.0 1,122.9 1,045.0 674.0 1,236.4 1,634.5
EBITDA margin (%) 34.67% 37.36% 41.19% 40.38% 38.70% 35.74% 41.07% 41.77%
Depreciation & Amortization 89.8 124.4 137.8 164.6 159.7 183.3 210.3 216.3
EBIT 774 754 930 958 885 491 1,026 1,418
Interest expenses 9.8 134 8.4 6.1 5.7 49 49 49
PBT from operations 765 741 922 952 880 486 1,021 1,413
Other income 14.5 118.9 132.8 174.0 166.9 183.1 201.4 234.8
Exceptional items - - - - - - - -
PBT 779 860 1,055 1,126 1,046 669 1,223 1,648
Taxes 192 238 320 386 204 156 355 412
Effective tax rate (%) 25% 28% 30% 34% 19% 23% 29% 25%
Reported PAT 587 622 734 740 843 513 867 1,236
Adjusted PAT 587 622 734 740 843 513 867 1,236

Source: MNCL Research Estimates
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Exhibit 65: Key Ratios
Y/E March FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Growth Ratio (%)
Revenue 11.6% -5.6% 10.2% 7.3% -2.9% -30.2% 59.6% 30.0%
EBITDA 29.4% 34.7% 37.4% 41.2% 40.4% 38.7% 35.7% 41.1%
Adjusted PAT 0.0% 5.9% 18.1% 0.8% 13.8% -39.1% 69.0% 42.5%
Margin Ratios (%)
EBITDA 34.7% 37.4% 41.2% 40.4% 38.7% 35.7% 41.1% 41.8%
PBT from operations 31.3% 36.6% 40.7% 40.5% 38.8% 35.5% 40.6% 42.1%
Adjusted PAT 23.6% 26.4% 28.3% 26.6% 31.2% 27.2% 28.8% 31.6%
Return Ratios (%)
ROE 25.3% 14.3% 14.6% 14.0% 15.5% 8.7% 13.1% 16.1%
ROCE 32.2% 22.3% 19.7% 18.4% 16.3% 8.5% 16.2% 19.6%
ROIC 33.1% 20.1% 20.9% 21.4% 19.1% 6.3% 14.6% 21.1%
Turnover Ratios (days)
Gross block turnover ratio (x) 1.5 1.3 1.2 1.3 1.2 0.6 0.9 1.1
Debtors 38 51 58 63 59 59 59 59
Inventory 59 53 44 63 74 70 68 66
Creditors 41 47 75 121 104 103 100 98
Cash conversion cycle 55 57 26 6 30 26 27 27
Solvency Ratio (x)
Net debt-equity 0.0 0.0 0.0 0.0 0.0 0.0 (0.0) (0.1)
Debt-equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Interest coverage ratio 80.9 65.3 127.3 185.6 183.2 137.7 250.8 337.7
Gross debt/EBITDA 0.1 0.0 0.0 0.0 0.0 0.1 0.0 0.0
Current Ratio 4.2 9.8 7.8 9.0 9.2 12.1 11.1 10.7
Per share Ratios (Rs)
Adjusted EPS 10.6 5.7 6.6 6.7 7.6 4.6 7.8 11.1
BVPS 41.8 39.5 45.4 47.7 49.1 53.0 59.7 69.1
CEPS 12.2 6.8 7.9 8.2 9.0 6.3 9.7 13.1
DPS 1.3 2 1.1 1.2 1.2 0.69 1.17 1.67
Dividend payout % 12% 35% 17% 18% 16% 15% 15% 15%
Valuation (x)*
P/E (adjusted) 21.2 39.7 34.0 33.7 29.6 48.6 28.8 20.2
P/BV 4.8 2.6 4.4 4.2 4.1 3.8 3.4 2.9
EV/EBITDA 13.4 26.4 21.5 20.1 21.4 33.1 17.9 13.3
Dividend yield % 0.58% 0.89% 0.49% 0.53% 0.53% 0.31% 0.52% 0.74%
Source: MNCL Research Estimates
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Exhibit 66: Balance Sheet
Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E  FY23E
SOURCES OF FUNDS
Equity Share Capital 111 111 222 222 222 222 222 222
Reserves & surplus 2,209 4,237 4,814 5,069 5,229 5,665 6,402 7,453
Shareholders' fund 2,320 4,348 5,036 5,291 5,451 5,887 6,624 7,675
Total Debt 90 16 53 24 82 82 82 82
Def tax liab. (net) 89 358 357 332 233 233 233 233
Total Liabilities 2,499 4,723 5,446 5,648 5,766 6,202 6,939 7,990
Gross Block 1,654 1,760 2,116 2,185 2,208 3,055 3,505 3,605
Less: Acc. Depreciation 583 684 809 971 1,101 1,284 1,494 1,711
Net Block 1,071 1,076 1,306 1,214 1,107 1,771 2,011 1,895
Right to use 113 113 113 113
Capital WIP 10 13 1 20 248 401 51 51
Net Fixed Assets 1,081 1,089 1,307 1,233 1,468 2,285 2,174 2,058
Investments 954 1,550 2,017 2,337 2,588 2,588 2,588 2,588
Inventories 404 339 315 484 550 362 561 708
Sundry debtors 257 326 409 482 438 305 487 633
Cash 9 18 28 38 38 102 332 763
Loans & Advances 123 36 38 46 46 4 7 9
Other assets 12 1,594 1,651 1,392 983 786 1,101 1,626
Total Current Asset 1,759 3,864 4,458 4,779 4,643 4,147 5075 6,326
Trade payables 45 65 99 129 121 107 118 147
Other current Liab. 155 147 209 215 210 114 177 228
Provisions 141 18 11 21 15 9 15 20
Net Current Assets 1,418 3,634 4,138 4,414 4,298 3,917 4,765 5,932
Total Assets 2,499 4,723 5,446 5,648 5,766 6,202 6,939 7,990
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Exhibit 67: Cash Flow

Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Sh‘;e;;’:isng profit bef working capital 694 705 778 778 775 701 1,082 1,457
Trade and other receivables (10) (51) (40) (158) 44 133 (182) (146)
Inventories (112) 65 24 (168) (67) 189 (199) (147)
Trade payables 39 (2) 41 55 (21) (15) 12 29
Changes in working capital (83) 13 25 (272) (44) 216 (313) (219)
Direct taxes (181) (188) (320) (352) (276) (156) (355) (412)
Cash flow from operations 610 718 802 506 732 918 770 1,238
Net Capex (447) (156) (358) (164) (359) (1,000) (100) (100)
Others (44) (361) (330) (158) (92) 229 (305) (517)
Cash flow from investments (491) (517) (687) (321) (451) (771) (405) (617)
FCF 119 201 115 185 281 146 364 622
Issue of share capital (18) (60) 37 (30) 40 - - -
Increase/(decrease) in debt - - - - (0) - - -
dividend (86) (119) (134) (147) (321) (77) (130) (185)
Cash flow from financing (114) (180) (105) (183) (287) (82) (135) (190)
Net change in cash 5 21 10 2 (6) 64 229 432

Source: MNCL Research Estimates
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management
and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports periodically with
clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India
(Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public
offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable sources
believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any
financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsAppetc/transmitted through mobile
application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social
networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are
expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be
and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though disseminated to
clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.

The reports include projections, forecasts and other predictive statements which represent MNCL's assumptions and expectations in the light of currently available
information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual
performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this report should be evaluated
keeping in mind the fact that these-

®  are based on estimates and assumptions

(] are subject to significant uncertainties and contingencies

(] will vary from actual results and such variations may increase over a period
(] are not scientifically proven to guarantee certain intended results

(] are not published as a warranty and do not carry any evidentiary value.

®  are not based on certain generally accepted accounting principles

o are not to be relied on in contractual, legal or tax advice.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports based
on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as
such, may not match with a report on a company's fundamentals.

Though we review the research reports for any untrue statements of material facts or any false or misleading information,we do not represent that it is accurate or
complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical error
by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to be held
responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors and
employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from
any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained
therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not constitute scientific
publication and do not carry any evidentiary value whatsoever.

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited
except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed
therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to
update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire
risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation
of an investment in the securities of companies referred to in such reports (including the merits and risks involved).

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors.
Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors should
consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research
reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. 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. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return
basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of
valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold,
reduce or sell. The opinions expressed in the reports are subject to change, but we have no obligation to tell our clients when our opinions or recommendations
change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The reports are issued by
MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or
companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of
reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned
therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial instruments
of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any
recommendation and related information and opinions.
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We further undertake that-

(] No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.

(] MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject
company.

(] MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject
company’s securities, at the month immediately preceding the date of publication of this research report.

Past performance is not a guide for future performance, future returns are not guaranteed, and investors may suffer losses which may exceed their original capital.

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.
Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession this
document comes should inform themselves about and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any foreign

jurisdiction laws.

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and
Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.
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Source: Bloomberg, MNCL Research

Analyst holding in stock: NO

Key to MNCL Investment Rankings

Buy: Upside by>15%, Accumulate: Upside by 5%to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by>15%

Monarch Networth Capital Ltd. (www.MNCLgroup.com)

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. UdyogBhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600
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