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Likely demand revival; organic, inorganic plans

We maintain our ADD rating on Supreme with a TP of INR 4,110/sh. We value
the company at 40x Mar’27 EPS and its 30.8% holding in its associate Supreme
Petrochem at a 30% discount to its current market cap. We like Supreme for its
industry-leading plumbing volume growth, strong margins, healthy return
ratios, and robust balance sheet. The company forecasts 12-13% YoY volume
growth and 14.5-15.5% EBITDAM for FY26, anticipating a gradual recovery in
pipe demand as PVC resin prices have bottomed out. While government
infrastructure spending, including the Jal Jeevan Mission, is currently low, a
pickup is expected. The company is pursuing significant organic expansion, to
increase plumbing capacity from 740K MT (FY24) to 1,000K MT (FY26). An
inorganic acquisition of Wavin (73K MT plumbing capacity) for INR 3.5bn is
expected to close by June 2025 and take another three months to stabilize.
Currently, Wavin is incurring losses. But management is confident that it will
soon operate at 65-70% utilization and its margin in the next few quarters will
be in line with the company’s margin. We have modelled 12/14/20/20%
consolidated volume/revenue/ EBITDA/APAT growth for FY25-27E.

" Demand and pricing: The company guided a 12-13% YoY volume growth
and a 14.5-15.5% EBITDAM for FY26. Management highlights PVC resin
prices have bottomed out and expects a gradual recovery, which could boost
the demand for pipes. While government infrastructure spending, including
demand from the Jal Jeevan Mission, remains low, the company expects it to
pick up.

®  Future growth strategy: The company plans to drive growth through three
core strategies: spreading manufacturing across geographies and markets to
reduce logistics and storage costs, offering a diversified and vast product
range across all core segments to boost demand, and leveraging a large
distribution network. It has planned capex including carry-forward
commitments of INR 11bn (including Wavin acquisition). Its plumbing
capacity has risen from 740K MT at FY24-end to 870K MT at Mar-25 end; it is
expected to further increase to 1,000K MT by FY26 end (including Wavin).

= Wavin inorganic acquisition: The company expects to incur INR 3.5bn for
the acquisition of Wavin (73K MT plumbing capacity), including working
capital and incidental expenses. Management expects the acquisition to be
completed by Jun-25 and take another three months to stabilize. This
acquisition will grant Supreme access to Wavin's water management
technology for seven years, which, according to management's assessment, is
expected to significantly benefit the company. However, Supreme will be
required to pay annual technology fees for this access. Wavin's has three
plants (Madhya Pradesh, Telangana, and Rajasthan), of which it owns one
plant, while the remaining two are on long-term lease. In the future, Supreme
plans to undertake brownfield expansions at the Rajasthan and Madhya
Pradesh plants. Currently, Wavin is incurring losses. However, management
is confident that the plants will soon operate at 65-70% utilization and its
margin in next few quarters will be in line with the company’s margin.

® OQOutlook and valuation: We expect plumbing demand to recover in FY26 with
channel inventories normalizing and government spending reviving. We
have modelled 12/14/20/20% consolidated volume/revenue/ EBITDA/APAT
growth for FY25-27E. We like Supreme for its industry-leading plumbing
volume growth, strong margins, healthy return ratios, and robust balance
sheet. We maintain estimates. We value the company at 40x Mar’27 EPS and
30.8% holding in its associate Supreme Petrochem at a 30% discount to its
current market cap. We maintain our ADD rating with a TP of INR 4,110/s.
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Supreme Industries: Company Update

Capacity will grow in low double digits during FY25- ...Consolidated volume too will grow in double digits
27E. (12% CAGR during FY25-27E).
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We expect company realization to increase in FY26/27E... ...similar trend to be visible in unitary EBITDA also
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We expect 14% revenue CAGR over FY25-27E (volume Owing to strong plumbing growth, its revenue share
led) will increase to 70% in FY27E compared to 68% in FY25
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EBITDA is expected to clock 20% CAGR during FY25-

...APAT too will grow at 20% CAGR during FY25-27E

27E (healthy volume growth) ... owing to higher EBITDA
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EBITDA and APAT margin will improve in FY26/27E

(low base owing to inventory loss and op-lev gain)

Source: Company, HSIE Research

We expect working capital will broadly remain stable
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Operating cash flow remains healthy to fund Capex

Source: Company, HSIE Research

Return ratios to improve in FY26/27E
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Financials

Consolidated Income Statement

YE Mar (INR mn) FY22 FY23 FY24 FY25 FY26E FY27E
Revenues 77,728 92,016 1,01,342 1,04,463 1,20,104 1,35,706
Growth % 22.3 18.4 10.1 3.1 15.0 13.0
Raw Material 53,532 65,992 68,584 71,465 81,170 88,309
Power & Fuel 2,134 2,667 3,288 3,425 4,204 4,750
Freight Expense 1,293 1,501 1,664 1,831 2,162 2,443
Employee cost 3,453 3,748 4,422 4,873 5,458 6,004
Other Expenses 4,895 6,112 7,912 8,553 9,245 13,511
EBITDA 12,421 11,997 15,473 14,317 17,866 20,690
EBIDTA Margin (%) 16.0 13.0 15.3 13.7 14.9 15.2
EBITDA Growth % 3.3) 3.9 29.0 (7.5) 24.8 15.8
Depreciation 2,295 2,634 2,984 3,586 3,819 4,385
EBIT 10,126 9,363 12,489 10,730 14,047 16,305
Other Income 200 298 657 578 521 547
Interest 52 80 161 119 150 150
PBT 10,274 9,580 12,985 11,190 14,417 16,702
Tax 2,633 2,460 3,357 2,782 3,705 4,292
Share in associates profit (2,044) (1,533)  (1,069)  (1,201)  (1,321) (1,453)
RPAT 9,684 8,653 10,697 9,609 12,033 13,862
EO (Loss) / Profit (Net Of Tax) - - - - - -
APAT 9,684 8,653 10,697 9,609 12,033 13,862
APAT Growth (%) (1.0) (10.6) 23.6 (10.2) 25.2 15.2
AEPS 76.2 68.1 84.2 75.6 94.7 109.1
AEPS Growth % (1.0) (10.6) 23.6 (10.2) 25.2 15.2

Source: Company, HSIE Research

Consolidated Balance Sheet

YE Mar (INR mn) FY22 FY23 FY24 FY25 FY26E FY27E
SOURCES OF FUNDS

Share Capital 254 254 254 254 254 254
Reserves And Surplus 38,190 43,767 50,834 56,350 62,249 69,114
Total Equity 38,444 44,021 51,088 56,604 62,503 69,368
Long-term Debt 457 512 551 758 758 758
Short-term Debt - - - - - -
Total Debt 457 512 551 758 758 758
Deferred Tax Liability 904 908 960 875 875 875
Long-term Liab+ Provisions - - - - - -
TOTAL SOURCES OF FUNDS 39,805 45,441 52,599 58,237 64,136 71,001
APPLICATION OF FUNDS

Net Block 17,673 20,642 23,218 26,688 30,824 38,439
Capital WIP 1,558 837 1,493 4,072 5,372 2,372
Other Non-current Assets - - - - - =
Total Non-current Investments 4,759 5,774 6,381 6,906 6,906 6,906
Total Non-current Assets 23,989 27,253 31,092 37,666 43,101 47,717
Inventories 12,602 13,856 13,586 13,337 15,614 17,642
Debtors 4,668 4,924 5,114 5,401 7,206 8,142
Cash and Cash Equivalents 5,262 7,461 11,873 9,525 8,851 9,559
Other Current Assets (& Loans/adv) 3,437 3,448 3,892 5,750 5,886 6,028
Total Current Assets 25,969 29,689 34,465 34,012 37,557 41,371
Creditors 7,940 9,038 10,156 8,934 12,010 13,571
Other Current Liabilities & Provns 2,214 2,464 2,802 4,507 4,511 4516
Total Current Liabilities 10,154 11,501 12,958 13,441 16,522 18,087
Net Current Assets 15,815 18,188 21,507 20,571 21,035 23,284
TOTAL APPLICATION OF FUNDS 39,805 45,441 52,599 58,237 64,136 71,001

Source: Company, HSIE Research
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Consolidated Cash Flow

YE Mar (INR mn) FY22 FY23 FY24 FY25 FY26E FY27E
Reported PBT 12,318 11,113 14,054 12,390 14,417 16,702
Non-operating & EO Items (2,153) (1,772) (1,634) (2,043) (521) (547)
Interest Expenses 51 80 161 119 150 150
Depreciation 2,295 2,634 2,984 3,586 3,819 4,385
Working Capital Change (4,941) (778) 1,796 (992) (1,137) (1,542)
Tax Paid (2,868) (2375)  (3,232) (3,023) (3,705  (4,292)
OPERATING CASH FLOW (a) 4,703 8,903 14,129 10,037 13,024 14,856
Capex (4,661) (4,218)  (6,855)  (8,877)  (9,254)  (9,000)
Free Cash Flow (FCF) 42 4,685 7,274 1,160 3,769 5,856
Investments 139 188 237 398 = =
Non-operating Income 487 538 533 572 521 547
INVESTING CASH FLOW (b) (4,035) (3,493) (6,085) (7,907) (8,734) (8,453)
Debt Issuance/(Repaid) 11) - - - - -
Interest Expenses (10) (15) 39) (57) (150) (150)
FCFE 22 4,670 7,235 1,103 3,619 5,706
Share Capital Issuance - - - - - -
Dividend (2,922) (3,049) (35557)  (4065)  (4,813)  (5,5545)
FINANCING CASH FLOW (c¢) (2,942) (3,064)  (3,596) 4,122) (4,963)  (5,695)
NET CASH FLOW (a+b+c) (2,275) 2,347 4,448 (1,992) (673) 708
Closing Cash & Equivalents 5,409 7,610 11,909 9,881 8,851 9,559

Source: Company, HSIE Research

Key Ratios

FY22 FY23 FY24 FY25 FY26E FY27E
PROFITABILITY %
EBITDA Margin 16.0 13.0 15,3 13.7 14.9 15.2
EBIT Margin 13.0 10.2 12.3 10.3 11.7 12.0
APAT Margin 12.5 94 10.6 9.2 10.0 10.2
RoE 27.6 21.0 22.5 17.8 20.2 21.0
RolC (pre tax) 34.9 26.7 32.7 19.2 22.1 22.2
RoCE (pre-tax) 28.3 22.7 26.8 20.4 23.8 249
EFFICIENCY
Tax Rate % 25.6 25.7 259 249 25.7 25.7
Fixed Asset Turnover (x) 22 23 2.3 22 24 22
Inventory (days) 59 55 49 47 47 47
Debtors (days) 22 20 18 19 22 22
Other Current Assets (days) 16 14 14 20 18 16
Payables (days) 37 36 37 31 37 37
Other Current Liab & Provns (days) 10 10 10 16 14 12
Cash Conversion Cycle (days) 50 43 35 39 37 37
Net Debt/EBITDA (x) 0.4) 0.6) 0.7) 0.6) 0.5) 0.4)
Net D/E 0.1) 0.2) 0.2) 0.2) 0.1) 0.1)
Interest Coverage 196.6 116.7 77.5 90.2 93.6 108.7
PER SHARE DATA (Rs)
EPS 76.2 68.1 84.2 75.6 94.7 109.1
CEPS 94.3 88.8 107.7 103.9 124.8 143.6
Dividend 24.0 26.0 30.0 34.0 37.9 43.6
Book Value 302.6 346.5 402.1 445.5 492.0 546.0
VALUATION
P/E (x) 56.2 62.9 50.9 56.7 45.3 39.3
P/Cash EPS (x) 45.5 48.3 39.8 41.3 344 29.8
P/BV (x) 14.2 12.4 10.7 9.6 8.7 79
EV/EBITDA (x) 43.5 44.8 34.5 37.4 30.0 259
Dividend Yield (%) 0.6 0.6 0.7 0.8 0.9 1.0
OCEF/EV (%) 0.9 1.7 2.6 19 24 2.8
FCFF/EV (%) 0.0 0.9 14 0.2 0.7 1.1
FCFE/M Cap (%) 0.0 0.9 1.3 0.2 0.7 1.0

Source: Company, HSIE Research
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Rating Criteria
BUY: >+15% return potential
ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: >10% Downside return potential
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subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views
about the subject issuer(s) or securities. SEBI conducted the inspection and based on their observations have issued
advise/warning. The said observations have been complied with. We also certify that no part of our compensation was, is,
or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more
in the subject company at the end of the month immediately preceding the date of publication of the Research Report. Further
Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any material conflict of
interest.

Any holding in stock - NO

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the
risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice
before investing. This report may have been refined using Al tools to enhance clarity and readability.

Nothing in this document should be construed as investment advice. Each recipient of this document should make such
investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies
referred to in this document (including merits and risks) and should consult their own advisors to determine merits and
risks of such investment. The information and opinions contained herein have been compiled or arrived at, based upon
information obtained in good faith from sources believed to be reliable. Such information has not been independently
verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or
correctness. All such information and opinions are subject to change without notice. Descriptions of any company or
companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update this report for
such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same
should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have
an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs,
the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered to be
taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other
financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL. HSL may
from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its
attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential
conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation
in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or
income, etc.
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that are inconsistent with and reach different conclusion from the information presented in this report.
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company or third party in connection with the Research Report.
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