u le Visaka Industries Ltd - Q1FY24

W WAY2WEALTH

Research Desk <

NSISNT  cementa cementProducts | 283 | MCAP:Z8.08bn | ACCUMULATE | 1= Sep 2023

\%

VISAKA

Recommendation

Highlights

W WAY2WEALTH

Research Desk <»mll

INNOVATE SUSTAINABILITY

ACCUMULATE
o Visaka Industries Limited (VIL) in Q1FY24, generated revenue of I447Cr, of which I385r
came from building products and I62Cr from textiles.

o Net Sales in Q1FY24 were %447Cr, a 6.58% reduction from ¥479.69Cr on a YoY basis.

o There was a decline of 68.99% in the net profit in Q1FY24 from I38.52Cr in Q1FY23 to
<11.95Crin Q1FY24.

o EBITDA stands at¥38.6Cr, which represents a 41.9% decrease from the EBITDA 0f¥66.5Cr
in Q1FY23.

o  Similarly, EBITDA margin declined -530 bps in Q1FY24 to 8.6% from 13.9% on YoY basis.
o Eamings per share fell by 68% YoY, from 4.47 to 1.42 in Q1FY23.
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Q1FY24 Highlights
Roofing

> The roofing business, which is their legacy business, saw its highest volume in FY23. The
revenue for construction goods in Q1FY24 was ¥385Cr, compared to 391Cr in Q1FY23,
with an EBIT of ¥27Cr, compared to ¥53Cr in Q1FY23.

» Margins in the roofing business have been impacted by high raw material costs, but the
company is working to offset these costs and maintain margins.

» Capacity utilisation was greater than 100% in Q1FY24. The increase in key raw material
costs, namely chrysotile fiber, has had a significant impact on profits when compared on
YoY basis.

» Management claims that prices are now steady and that they intend to perform well for the
rest of the year, even though rural income is now down.

> The company is focused on sustainability and leading the way in eco-friendly construction
materials.
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ATUM

» The ATUM business, which focuses on solar cells embedded in fiber cement boards, has
seen a positive response, and is aligned with national renewable energy goals.

> VILin Q1FY24, completed projects for Mahindra, BPCL, Piramal, Rainbow Hospitals, and
numerous others, which would lead to many repeat orders in terms of traction for the
product in coming quarters.
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V- Next

> Vnext has had a nearly 43% increase in volume over the last year due to strong demand
for its products with its unique advantages over the conventional products, has a huge
marketplace.

> Vnext capacity utilisation was about 85% in Q1FY24 and is likely to rise in future quarters.

» Management revealed that the product Vnext would be included in the new parliament
building as well as the Surat Diamond Bourse, the world's largest office complex with a
combined covering of more than 5 lakh square feet.

» To meet growing demand for products, they have completed a 72,000 metric tonne
greenfield expansion in West Bengal's Midnapore, which is expected to be operational in
September 2023.

> Vnext's business, which began in 2008, is now expected to reach roughly I450Cr by the
end of 2024, with a target of ¥1,000Cr by 2030, with an estimated investment of around
%500crs throughout the years.

Yarn

> Revenues from synthetic yarn were ¥62Cr in Q1FY24, compared to ¥88Crin Q1FY23.The
yarn segment's EBIT for the quarter was I8Cr, compared to ¥12Cr in Q1FY23. Capacity
utilization for synthetic yarn in Q1FY24 stood at 88%.

> Given the sector's slow demand, the current quarter's synthetic yarn business has been
quite good.

» The company was capable of managing turnover at a reasonable price, and the demand
for yarn created by recycling discarded PET bottles has been constantly increasing as there
is great potential in export market as well.

> Fiber costs have gone up by almost 22% to 25% in terms of last year what was seen and
they have been able to offset hardly 2% in terms of increasing selling price for that space.

Debt

Because of the ambitious growth company has undertaken in recent years, the firm has gross
debt of ¥410Cr, which is deemed manageable. High interest rates and depreciation have also
contributed to a fall in profitability as a result of current CAPEX and borrowings. With improved
performance and cash flows in the next quarters, management anticipates lower borrowings and
lower interest costs going ahead.
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Segment Revenue
QIFY24  QIFY23 __ YoY Q4FY23 __ QoQ
Building Products 386 391 -1% 390 -1.03%
Synthetic blended yarn 62 88 -30% 63 -1.59%
Total Revenue 448 480 -7% 452 -0.88%
VIEW

Roofing industry maintained excellent volumes and capacity utilisation in Q1FY23. The volume
and capacity utilisation of the Vnext vertical have increased, with a promising prognosis for
future development and the management expects the revenues for Vnext to double in 5 to 7
years. The synthetic yarn industry has also performed well. The company plans to attain a 50:50
revenue split between legacy and new-age operations by FY25, with a 50:50 split between
legacy and new-age businesses enhancing profitability.

Given that Visaka Industries with its innovations leads and retains a considerable market share
in its various key verticals, indicating a strong competitive position that might convert into reliable
profitability going ahead. Government actions and economic trends that favour infrastructure
development are significant tailwinds for construction material demand likely to benefit Visaka
Industries. Hence, we recommend investors to ACCUMULATE the stock on dips.
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Operational Position
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FINANCIAL PERFORMANCE
(¥Cr)

Particulars Q1FY24 Q1FY23 YoY Q4FY23 QoQ FY23 FY22 YoY
Revenue from Operations 448 480 -1% 452 -1% 1653 1416 17%
Other Income 2 3 -33% 3 -33% 11 10 10%
Total Income 450 482 -1% 456 -1% 1664 1426 17%
Expenses
Cost of Materials consumed 248 222 12% 242 2% 903 697 30%
Purchase of Stock-In-trade 3 1 114% 4 -27% 12 4 200%
Changes in Inventories -6 22 -128% 20 -131% -29 -31 -6%
Employee benefits expense 37 38 -2% 34 9% 137 132 4%
Finance costs 8 3 163% 8 -4% 22 12 86%
Depreciation expense 14 1 22% 13 8% 50 38 32%
Other expenses 131 132 -1% 128 2% 492 413 19%
Total expenses 434 431 1% 449 -3% 1587 1265 25%
Profit before exceptional ltems and tax 16 52 -69% 7 142% 77 161 -52%
Exceptional item - - - 3
Profit before tax 17 52 -68% 7 153% 74 161 -54%
Tax expense
Current tax 5 13 -62% 2 138% 19 42 -55%
Deferred tax 0 0 0 1 0
Net Profit 12 39 -69% 4 185% 54 119 -55%
Paid-up equity share capital 17 17 0% 17 0% 17 17 0%
EPS Basic (Face Value of 2) 1.38 4.46 -69% 0.5 176% 6.2 14.23 -56%

Source — Company, Way2Wealth
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Disclaimer

Analyst Certification: |, Dhananjay Kansara the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Dhananjay Kansara, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business.
Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental,
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this
report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product,
or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate
for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific objectives,
financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed
or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in
any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not
treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the
law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any
such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either
express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular
purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it.
Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event shall
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are
not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact
from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political
and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to
buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this
material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have interest
in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Visaka Industries Ltd. as on 01 September 2023

Name of the Security Visaka Industries Ltd.
Name of the analyst Dhananjay Kansara
Analysts’ ownership of any stock related to the information contained NIL

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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