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Investment Thesis Stock Data

o Stylam Industries Ltd. (Stylam) is a leading manufacturer of decorative laminates Market Cap (Rs. Mn) 29,125
and manufactures a wide range of high-quality decorative laminates, specialty
surfaces, PU+ lacquer coating, solid surfaces and compact laminates. Market Cap (5 Mn) 384.8

e India's exports of laminate are increasing significantly due to its advantage of Shares O/S (in Mn) 16.9
low labour costs and the China+1 strategy. The value of India's laminate exports
increased by 17% CAGR over the last three years, reaching Rs.3,000Crs in FY23. Avg. Volume (3 month) 53,000
Stylam’s export revenue hos grown faster ’rhon industry grow’rh. It increased by 52-Week Range (Rs.) 945.00 / 1,970.70
28% CAGRs over the previous 3 years, reaching Rs.638Crs in FY23. Its market share

in Indian exports rose gradually to ~20% in FY23. Stylam generates 2/3rd of its
revenue from exports. It is currently exporting to more than 80 countries in Europe,

North America, Russia, the Middle East and Africa. It plans to expand coverage Shareholding Pattern
across newer export regions, along with increasing business with existing partners.

lts exports are well distributed with no one country accounting for more than 10% Promoters 54.61%
of its revenue mix. The top 10 countries account for ~60% of its exports. Recently, Flls 3.99%
its status has been upgraded to 3-Star Export House from the earlier 2-Star Export

House as per the Foreign Trade Policy provisions. Institutions 11.61%

o Stylom is leading the industry in ferms of domestic revenue growth too, ifs
domestic revenue has grown by 27% CAGR during the last 3 years to Rs.314Crs in
FY23. Currently, its domestic market confribution stands at 32.9% in FY23 and it
plans to take this to 40%. It aims to strengthen its presence in domestic markets
through deeper reach and penetration by improving its distribution network. It
wants fo improve its brand positioning in the market to narrow its pricing gap with

Others (incl. body corporate) 29.79%

industry leaders. It has highest presence in southern market followed by the north Div Yield 0.0%
and then the west and the east. However, export is a more profitable market TTM PE 26.4x
than domestic but the government project profitability is on par with other )
projects. Stylam has undertaken multiple government projects like, Central Vista ROE 24.3%
(Bathroom), Delhi Metro stations (exterior grade), Tamil Nadu (Railway Stafions -

exterior grade), Telangana (Government schools use Stylam laminates), etc. TTM EPS (Rs.) 65.1/-

o Stylam is amongst pioneer company in India fo manufacture acrylic solid surface
using a fully automated German fechnology plant. India is the largest importer

of acrylic solid surfaces in the world and import from majority from South Koreaq, StOCk Performance

China, and Hong Kong. Currently, its acrylic solid surface sell is only 2% of its

revenue. Stylam plans to sell this in both domestic and export markets and set a Performance (%) 1M 6M 1Yr

target to generates 10-15% in the next 2-3 years.

. . ABSOLUTE (4.1%) 10.1% 54.4%
FlnanCIals NIFTY IT (13.6%) (4.6%) 34.2%
e Stylam Industries’ revenue & PAT grew by CAGR of 23.0% and 36.8%, respectively

during FY18-23 led by strong demand and its focus on export market. 200

Standal. (Rs.Mn) FY21 FY22 FY23 FY24E FY25E 150

Revenue 4,795 6,594 9,521 11,235 13,033 100

EBITDA 990 1,036 1,548 1,811 2,119

EBITDA Margin (%) 20.7% 15.7% 16.3% 16.1% 16.3% 50

PAT 553 610 960 1,094 1,252 o

EPS (Rs.) 32.6 36.0 56.6 64.6 73.9 R R T
P/E (x) 52.6 47.7 30.3 26.6 23.2 2888553832552 88
RoE (%) 21.3% 19.3% 23.3% 24.2% 25.2% e Stylam Industries Ltd. e NIFTY




o Stylam Industries has reported 5.0% YoY decline in revenue to Rs.2,339mn in
Q2FY24 led by to global turmoil, lower NSR and a cool-off in ocean freight rates.

e Stylom Industries’ EBITDA grew by 17.9% YoY on continued cool-off in raw
material prices and lower other expenses. As a result of this, EBITDA margin
recovers for the sixth consecutive quarter to 19.9% (up 385/145 bps YoY/QoQ),
its best in the past nine quarters.

Key Business Highlights

o Stylamis engaged in manufacturing of decorative laminates under brand name
‘STYLAM™ and exports its products to European and South East Asian countries. It
produces a range of laminates, like decorative laminates, compact laminates,
industrial laminates, specialty surfaces, metallic laminates, mirror laminates,
magnetic laminates, etc. It also manufactures solid acrylic surfaces and panels.
It has developed Asia's largest single-location laminate production factory with
a diversified product line that caters to a wide range of customer demands.

e Stylam is the largest laminate producing company in India and it is regarded as
a pioneer in India for infroducing the PU+ Lacquer Coating process thereby
producing high quality, high value-add laminate finishes. Stylam has two
manufacturing facilities located in Haryana with an installed capacity of 16
million laminate sheet per year. It can produce 1 million hot coating press
annually and over 0.3 million acrylic solid surfaces. It has also expanded into a
new market and built a short-cycle press capacity for laminating impregnated
paper on Medium Density Fibre (MDF) panels.

Valuation

Stylam is amongst tier-2 brand (fier-1 are Royale Touche laminates, CenturyPly
Laminates, Greenlam and Merino) and its laminates sells at 10-15% discount in
domestic market mainly due to lower ad expenditure. However, Stylam is
increasing the share of the value-added products as these are high-margin
products. In FY20, it installed India’s first hot coating process machine to
manufacture high-quality, high value-added finish laminates. It imported its
machine from Germany to apply high gloss and anti-fingerprint finish on laminates
and exterior cladding. It is a high-realization and high-margin product and
currently contributing ~6% of revenue. In upcoming years too, management sees
rapid growth in this product’s sales.

Stylam was working at over 80% capacity utilization. So, it is expanding its laminate
capacity, which has the potential to boost segmental revenue by up to 40% with
a capex of Rs.40Crs, out of which Rs.20Crs is spend in FY23 and remaining will be
done in FY24. Stylam is also doing a brownfield laminate expansion project with a
capex of Rs.150Crs, expected to be commissioned by the end of FY25. Stylam
expects this plant to generate peak aditional revenue of Rs.400-500Crs within three
years of its commissioning. This plant will mainly manufacture large-sized laminates
for high margin export markets, which will boost overall margin. Acrylic plant is
working at very low utilization (less than 15%). So this will not require any capex for
at least next few years. Once, debottlenecking and brownfield laminate
expansion is done and operate af optimum level, we believe Stylam’'s laminates’
revenue potential will be Rs.1,800Crs. Additionally, acrylic business has revenue
potential of Rs.400-500Crs if its plant run at full capacity.

With a leading manufacturer of decorative laminates and manufactures a wide
range of high-quality decorative laminates, laminate export increasing due to low
labour costs and the China+1 strategy and expanding ifs laminate capacity, we
are assigning BUY rating to Stylam Industries Ltd. (Stylam Industries) and value at
28.0x FY25E EPS of Rs.73.90 to arrive atf target price of Rs.2,070.00, an upside of
~20.0%+.

Risk & Concern

o Stylam Industries has capacity expansion plan, any delays in capacity expansion
may have adverse impact on future growth of the Company.

e Stylam Industries generates ~60% of its revenue from exports, any negative
movement of major currency against rupee may affect margins.
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Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: PAT Trend
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Figure 4: Laminates Capacity (Mn Sheet)
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has faken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of interest at the fime of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the
Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed to be fair and
correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the attention of the sender. Preparation of this research report does not constitute a personal
recommendation or take info account the particular investment objectives, financial situations, or needs of individual clients. Past
performance is not a guide for future performance. This Report has been prepared on the basis of publicly available information,
internally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only
base for any market fransaction; however this data is representation of one of the support document among other market risk criterion.
The market participant can have an idea of risk involved to use this information as the only source for any market related activity. The
distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes, should observe,
any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively to improve & enhance the
fransparency and should not be treated as endorsement of the views expressed in the analysis. The price and value of the investments
referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd or its directors, employees, affiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable,
none of the directors, employees, affiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in time
horizons for which recommendations are made. Research entity has not been engaged in market making activity for the subject
company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the Subject Company or third party in connection with the research report.

M/s. Bonanza Portfolio Ltd at Bonanza House, Plot No. M-2, Cama Industrial Estate. Walbhat Road, Goregaon (E), Mumbai — 400063
Web site: https://www.bonanzaonline.com

Research Analyst Regn No. INH100001666
SEBI Regn. No.: INZ000212137
BSE /NSE/MCX : | CASH | DERIVATIVE | CURRENCY DERIVATIVE | COMMODITY SEGMENT |
| CDSL: | 120 33500 | NSDL: | IN 301477 | | PMS: INP 000000985 | AMFI: ARN -0186


https://www.bonanzaonline.com/

		2023-12-29T15:10:47+0530
	Rajesh Ranjan Sinha
	I am the author of this document




