Carysil Ltd — Feb 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Beat on Revenue / Operational Transition One-line: Management has successfully pivoted from "export
recovery" to "inorganic scaling," utilizing the United Granite acquisition and the massive Howdens UK win to

mask underlying margin dilution from the new fabrication segment.
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Consol. Revenue ([188.8 Cr) exceeded the run-rate required for the
FY24 [750 Cr target, though heavily aided by M&A.

EBITDA margins (19.1%) are being pulled down by the 10%
EBITDA margin profile of the newly acquired United Granite LLC.

Management claims an (8OO Cr run-rate but reaching [¥50 Cr for
FY24 requires a [254 Cr Q4 (34% QoQ jump).

The "Howdens" partnership is a Tier-1 strategic win that validates
the UK "One-Stop-Shop" thesis.

Transitioning from a component supplier (sinks) to an integrated
kitchen solution provider (Fabrication + Sinks + Taps).

Mgmt identifies a 125k—150k unit annual potential from one client,
potentially filling 15% of total capacity.

Analysts questioned the impact of low-margin fabrication
acquisitions on the historical 20%+ EBITDA profile.

Integration of US acquisition (United Granite) and launching
domestic appliance manufacturing (March 2024).

Consol. EBITDA margins fell to 19.1% (Q3) vs 19.6% (9M) as low-
margin service/trading revenue enters the mix.

90% of exports are now on FOB basis, insulating the company from
Red Sea freight volatility.

CFO/PAT remains opaque for the quarter, but net debt has risen to
[260 Cr to fund acquisitions.

Only Schock technology player in Asia; "Green Sinks" becoming a
prerequisite for ESG-compliant retailers like IKEA/Howdens.

Gross debt at [270 Cr; Leverage is increasing but remains
manageable given EBITDA growth.

Inventory levels managed at [130.6 Cr (Consol) despite addition of
US subsidiary inventory.

Consistent on long-term vision ([1,000 Cr), but Q4 needs an
unprecedented "hockey-stick" to hit FY24 internal targets.

Heavy reliance on low-margin fabrication businesses (US/UK) to
drive top-line growth could permanently reset ROE lower.

Tone shifted from defensive (ERP/SAP issues in Q1) to aggressive
growth (Howdens, DLF, US expansion).



Key Takeaways (Positives & Negatives): * Positives: The Howdens UK partnership is a game-changer; it
provides a direct line to 750 depots and half a million kitchens annually, essentially de-risking the UK growth
narrative. Domestic B2B is finally firing, with a major breakthrough at DLF and a 3x expansion of the project
sales team. Red Sea risk is mitigated by the shift to 90% FOB terms, ensuring freight spikes don't eat into
manufacturing margins. * Negatives: Margin structural dilution is real. The United Granite acquisition brings
(15 Cr of revenue but at only 10% EBITDA, dragging the consolidated margin below the historical 20% floor.
Revenue Math Gap: To hit the guided [¥50 Cr for FY24, Carysil needs [254 Cr in Q4. While Mgmt claims an
[BOO Cr "run-rate," this requires a massive sequential jump that relies on immediate execution from Howdens
and US seasonal recovery. * Street Concern: Analysts are wary of the "Fabrication" strategy—it is more labor-
intensive and lower margin than Quartz sink manufacturing. Management’s response: It is a "strategic entry"
needed to control the installation and cross-sell sinks/taps. * Forward Watchpoint: Monitoring the Appliance
plant commencement in March 2024 (1L units) will determine if Carysil can replicate its sink success in a
higher-ASP, more competitive category.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Current Qtr

Metric (Q3FY24) Mgmt Commentary

Growth driven by United Granite LLC acquisition

Revenue (OCr) 188.8 1 37.0% 1 14.7% 1
and export recovery.
Gross Margin Impacted by model mix and higher RM in
52.6% 1 ! a L .
(%) fabrication subsidiary.
Growth in absolute terms but margins impacted by
EBITDA (OCr) 36.1 142.8% 1 6.4% 1 _ )
US integration.
EBITDA Margin Standalone margin strong (22.9%), but Consol.
19.1% 1 80 bps 1 150 bps 0 L
% dragged by US acquisition (10%).
Impacted by higher finance costs and integration
PAT (OCr) 15.3 127.2% 10.7% O
expenses.
*FY23 data. High land bank and acquisitions
ROCE (%) 18.7%* - - 0 ) o
pending full utilization.
Cash Flow ) )
(OCF) Not in doc - - - 9M OCEF not disclosed; FY23 OCF/PAT was 1.34x.
Net Debt / 0.85x X . . Net debt (260 Cr vs [210 Cr in Q1. Acquisition-led
Equity (x) ' leverage.
Interest 5.8x . . . Lower due to interest on acquisition debt and
Coverage (x) ' higher rates.
Volume: Quartz 9M total 4.1L units; Q3 showed strong sequential
. 158,000 1 1 1
Sinks recovery.
Volume: SS . .
Sinks 28,100 1 i 1 9M total 84,300 units; Capacity now 1.8L p.a.
i
. Quartz utilization jumped from 60% in Q1 to 70% in
Utilization (%) 70% 1 1 1

Q3.

Int'l Revenue (O 148.8 . . . Includes UK/US subsidiaries. FOB basis protects
Cr) ' margins.



2B. SEGMENT BREAKDOWN

Revenue (O

Segment cr Margin  Trend Key Development

Standalone (India/ Strong 48% YoY growth; Quartz recovery

102.6 1 47.2% 22.9% 1 Above -
Exports) visible.
. . ~70 days of contribution; seasonally weak
United Granite (US) 15.0 New ~10% New Below
quarter.
o . Howdens deal expected to ramp volumes
UK Subsidiaries ~71.2 i 16-18% - In-line
in FY25.
. . Contributing 4.1% of revenue; new plant
Appliances 7.7 1 Mid ) Below

live March '24.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Management Target/ Required Run-Rate /| Mathematical Historical

Dimension Categor
gory Claim Feasibility Delivery

Needs 254 Crin Q4 (vs [189 Cr Q3).

Guidance Revenue (750 Cr for FY24. . . Mixed High
High Risk.
. 1,000 Cr by Needs ~30% growth on FY24 base. -
Guidance Revenue ) ] Met (Vision) Low
FY25/26. Feasible via Howdens ramp.
. . 18%-21% Consol. Requires United Granite to scale from
Guidance Margins Met Moderate
EBITDA. 10% to 15%-+.

1 Million units Quartz Current run-rate ~6.3L units. Needs new

Guidance Volume . . On Track Moderate

Sinks. client ramp.
. [200 Cr Domestic by Current 9M Standalone ~[267 Cr (includes .

Strategy Domestic Mixed Moderate
FY26. exports). Stretched.
Integration of Focus on cross-selling sinks via fab .

Strategy M&A L Reliable Low
Fabrication. channels.

. 1 Lakh unit capacity Operational by March 2024. Phase 1

Strategy Appliances Delayed Low

plant. ready.

_ . 90% of business now on FOB to insulate .
Macro Logistics Red Sea / FOB Shift. . Delivered Low
from freight.



4. ANALYST Q&A



Q# Rel.

1 4.0
2 315
3

Analyst /

Firm

Pritesh
Chheda,
Lucky

Pritesh
Chheda,
Lucky

Aditya Pal,
Motilal

Theme
Cluster

Fabrication
Logic

Capacity
Expansion

IKEA SS
Update

Category

Strategy

Capex
and
Allocation

Business
Overview

Underlying
Concern

"If you could
share a little
bit of logic in
terms of
these
acquisitions,
and do we
add any
substantial
fixed cost?"

"Do you now
feel that the
200,000
capacity of
Quartz,
which you
had
postponed
earlier, is
now closer
than you
thought?"

"Last quarter,
we were
supposed to
receive an
order from
IKEA for our
stainless
steel
products. Is

Management
Response &
Investment
Implication

Management
stated that
fabrication is
strategic
because all sinks
are installed on
worktops, and
these
acquisitions
provide "cross-
selling
opportunities”
and "high street"
customer access
that would
otherwise take a
lifetime to build.
This signals a
shift from pure
manufacturing to
a service-led
sales model
which may dilute
margins but
stickies the
customer.

Management
indicated they
are "quite close"
to starting Plant
#4 and will likely
confirm by next
quarter due to
narrowing
capacity gaps
from new tie-
ups. This implies
a new capex
cycle is imminent
(FY25),
confirming
strong demand
visibility.
Management
confirmed that
stainless steel
sink supply to
IKEA will
commence next
quarter (Q1
FY25). This adds
a new revenue

Evaded /
\\[o] ¢
Addressed

Cred. Verdict

Strategy-
None 4.0 oy

led
Specific 3.0 Near-term
start date ' signal
Exact order 3.0 Delayed
volume ' but live



Q# Rel.

4
5 35
6 4.0

Analyst /
Firm

Aditya Pal,
Motilal

Dhavan
Shah,
Alfaccurate

Vaidik,
Monarch

Theme
Cluster

Standalone
Margins

Red Sea
Restocking

Acquisition
Rev

Category

Financials

Business
Overview

Financials

Underlying
Concern

there any
update on
that?"

"Standalone
gross
margins have
reduced on a
quarter-on-
quarter
basis... why
such a big
drop?"

"Have you
witnessed
the larger
inquiries for
restocking...
looking at the
situation and
almost
doubling their
lead time
stock?"

"How much
United
Granite
contributed
to this
quarter in our
revenues?"

Management
Response &
Investment
Implication

stream for the
under-utilized

steel segment
(currently 67%
utilization).

Management
clarified that
quarter-on-
quarter
standalone
margins are
distorted by
inventory
valuation at cost

due to shipments

not leaving the
port in the final
week. This is a
common "noise"
factor in export-
heavy
businesses; 9-
month margins
show
improvement.

Management
believes
customers will
likely increase
lead-time stocks
to avoid
dissatisfaction
during the Red
Sea transit
delays. This
suggest a
potential
inventory "pull-
forward" in Q4/
Q1 which could
inflate short-term
volumes.

Management
confirmed United
Granite
contributed
approximately
(15 Crin the
partial quarter
(~70 days). This
implies a full-

Evaded /
\\[o] ¢
Addressed

Cred. Verdict

Accounting
None 4.0 .

noise

Bullish/
None 3.0 .

Cyclical

Specific
None 5.0

data



Q# Rel.

7
8 4.5
9 4.0

Analyst /

Firm

Vaidik,
Monarch

Abhilasha
Satale,
Quantum

Resha
Mehta,
Green
Edge

Theme
Cluster

Realization
Dip

Margin
Roadmap

Domestic
Growth

Category

Financials

Outlook

Business
Overview

Underlying
Concern

"On the
quartz sink
side... there
is a huge dip
[in
realization].
Any
particular
reason?"

"What is our
road path
towards
improving
margin...
where do you
want to reach
over a
medium
term?"

"Does [soft
demand]
deter us from
reaching our
[200-crore
guidance...
by FY26?"

Management
Response &
Investment
Implication

Evaded /
Not Cred.
Addressed

Verdict

quarter run-rate
of ~[20-22 Cr,
highlighting the
acquisition's
scale.

Management
explained the
realization "dip"
is merely a
reporting shift
from CIF (Cost,
Insurance,
Freight) to FOB
(Free on Board),
where freight is
no longer in the
revenue. This
confirms core
product pricing
remains stable at
~[5,600-5,700
per sink.

Reporting
shift

None 4.0

Management
expects United
Granite margins
to improve as
operating
leverage kicks in
from Q4,
maintaining a
consolidated
guidance range
of 18% to 21%
EBITDA. This
confirms that
20%-+ is still the
internal "gold
standard"
despite the M&A
dilution.

Confirmed
range

None

Management
remains "quite
confident" in the
(200 Cr
domestic target,
citing a new B2B
team
breakthrough at
DLF and a 3x
expansion of the
project sales

Confident/
Growth

None 4.0



Theme
Firm Cluster

Analyst /

Q# Rel.

Resha
Mehta, UK
10 35 .
Green Integration
Edge
Nikhil
Howdens
11 5.0 Gada,
Scale
Abakkus
Nikhil
Red Sea
12 4.0 Gada, Uoside
Abakkus P

Category

Strategy

Business
Overview

Strategy

Underlying
Concern

"Since the
scale has
become
large, do you
have a
common
head for your
UK
business?"

"How much
incremental
volumes...
from
[Howdens]?"

"Do you think
this [Red
Sea] could
also further
our market
share?"

Management

Evaded /

Response & .
Not Cred. Verdict

Investment

L. Addressed

Implication

force.

Breakthroughs

with marquee
builders like DLF
act as a strong
B2B flywheel for
the Carysil/
Sternhagen
brands.

Management
has appointed a
Group CEO for
the UK and is
centralizing three
independent
subsidiaries into
one warehouse/
logistics hub to
capture
operational
synergies.
Centralization is

None

a key de-risking
step to prevent
"subsidiary bloat"
and improve
cross-selling.

Management
noted Howdens
sells ~500k
kitchens p.a.,
with a potential
for 125k—150k
granite sinks,
and they have
already received
a "sizable" first None
order. This single

client could

potentially utilize

15% of Carysil's

total global

capacity,

marking a thesis-

altering win.

Management

views the Red

Sea crisis as a

"blessing" for None
stainless steel

sinks as Chinese

Operational
fix

4.0

High-

5.0 -
conviction

Strategic
pivot



Theme
Cluster

Analyst /

Q# Rel. Category

Firm

Rohit
. Revenue
13 3.0 Singh, . Outlook
Guidance
Nvest
Madhav,
Cost Pass- . .
14 3.0 DMS Financials
through
Wealth
Bala .
. Green Business
15 3.0 Murali, . .
Sinks Overview
Oman Inv

Underlying
Concern

"Are we still
on for [¥50
crores... for
FY24 and
1,000 crores
for FY25?"

"Is it a pass-
through
contract
[Howdens]?"

"Is there any
progress on
the orders in
[green
sinks]?"

Management

Evaded /

Response & .
Not Cred. Verdict

Investment

L. Addressed

Implication

competitors'

costs have

doubled and

lead times have
blown out. This
positions Carysil
as a more
reliable regional
alternative for
Europe/US
buyers.

Management
stated they are
at an [800 Cr
run-rate now and
expect
incremental
growth to lead
them to the
1,000 Cr mark.
This is a subtle
upgrade in "run-
rate" confidence,
though the
absolute FY24
number remains
a tall task.

None 3.0 Bullish

Management
confirmed itis a
long-term
contract with
cost pass-
through
mechanisms and
billing in GBP.
This protects
Carysil from RM
volatility while
providing long-
term volume
visibility.

None 4.0 De-risked

Management
noted that "green
sinks" were a
primary driver for
winning the
Howdens and
IKEA business
due to ESG
sustainability
requirements.

None 4.0 value-
' validated



Management
Analyst / Theme Underlying Response &

Evaded /

. Category Not . Verdict
Firm Cluster Concern Investment
Addressed

Implication

Q# Rel.

This validates
that Carysil's
R&D isn't just
aesthetic; it's a
critical B2B entry
barrier.

PATTERN FLAGS & SENTIMENT

* Theme: Strategic M&A Dilution: Analysts consistently pressed on why Carysil is buying lower-margin
fabrication businesses (United Granite). Management's posture was firm: this is about controlling the "last
mile" and "cross-selling." While it resolves the growth question, the market remains skeptical of the margin
drag (10% EBITDA in US vs 23% in India).

* Theme: The Howdens Opportunity: This emerged as the clear sentiment booster. Analysts recognized the
scale of Howdens (3.3bn GBP revenue) and Carysil's potential to become their 100% granite sink partner.
Management was highly confident, framing this as a "feather in the cap.”

» Analyst Sentiment Verdict: Optimistic but watchful. Analysts were impressed by the revenue growth (37%)
and the Howdens win, but are performing "forensic" checks on why standalone margins dipped sequentially
(inventory timing). Management's credibility has rebounded from the Q1 SAP issues, but they now face a
"show-me" quarter in Q4 to hit the [¥50 Cr target. The unresolved issue is the long-term consolidated margin
floor as fabrication becomes a larger slice of the pie.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Prior Q) | What Q&A Revealed | Gap /
Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | FY24 Revenue | [7¥20-750 Cr Target | Needs 34% QoQ
jump in Q4. | Implied "Hockey-stick" recovery required. | High - Technical miss likely. | | Appliance Plant |
Operational H2 FY24 | Fully operational by March 2024. | Slightly back-ended into very end of FY24. | Low -
Execution on track. | | IKEA SS Sinks | Expected Q3/Q4 | Commencement in Q1 FY25. | 3-6 month delay in SS
ramp. | Moderate - Steel utilization. |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1FY24) This Quarter (Q3FY24) Direction
Revenue Run-rate [142.8 Cr (Post-SAP/Cyclone) [188.8 Cr (Post-M&A) 1
Consol. EBITDA Margin 19.2% 19.1% =
Quartz Utilization 60% 70% 1

M&A Status Integration Phase United Granite integrated (15 Cr Rev) )
Strategic Partners Core OEMSs/IKEA Added Howdens (Tier-1 UK Retailer) 1
Revenue Terms Higher CIF component 90% FOB (Freight protection) 1
Domestic B2B Nascent Team DLF Breakthrough / Team expanded 3x 1

Net Debt ~[210 Cr ~[260 Cr !

INVESTOR NOTES: * Thesis Integrity: The thesis has strengthened on "Distribution Reach" (Howdens/DLF)
but weakened slightly on "Margin Purity" due to fabrication. * Inorganic Fuel: Top-line growth is now being
fueled by M&A (United Granite contributing ~8% of total revenue), which requires careful monitoring of



integration costs. * Leverage Watch: Net debt has increased to (260 Cr; while EBITDA is growing, the interest
coverage needs to be watched as Carysil balances more acquisitions with a new Quartz capex cycle (Plant #4).
* Working Capital: Inventory jumped to [130.6 Cr (Consol) from 104 Cr in March, primarily due to the
consolidation of United Granite’s stocking-heavy fabrication business.
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