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Name of the Company Rating CMP (INR) TP (INR)

Astral Buy 1,357 1,593
Century Plyboard (1) Buy 634 871
Cera Sanitaryware Buy 4,575 7,548
Finolex Industries Buy 142 226
Greenpanel Industries Buy 131 271
Kajaria Ceramics Buy 1138 1,458
Supreme Industries Buy 3,390 4,414

HDHMR Emerges as a Key Growth Driver

Quick Pointers

Indian MDF market estimated at ~INR100bn, with organized
players accounting for ~INR70bn

HDHMR gaining traction as a key growth category
Action TESA reportedly commands ~8% price premium over
organized peers and ~14% over unorganized players

We recently interacted with an industry expert in the Indian engineered wood industry
to understand the evolving dynamics of the MDF market, competitive intensity, raw
material trends, distribution expansion and emerging product categories. The
discussion highlighted increasing adoption of high-density, high-moisture-resistant
(HDHMR) boards, and sustained pricing pressure from unorganized players. While
long-term industry prospects remain favorable, supported by furniture replacement
demand and gradual substitution of plywood, near-term profitability remains
challenged by competitive pricing and rising input costs. The expert highlighted that
Large organized player Action TESA is positioned to benefit from its established
distribution network, in-house resin manufacturing and premium product positioning.
However, capacity additions by organized peers and the gradual expansion of MDF into
Tier 2 and 3 cities will remain key factors shaping the competitive landscape.

Key Takeaways

Industry Size, Growth & Demand Trends

. Indian MDF market is estimated at INR100bn, with organized large players
accounting for approximately INR70bn and smaller/unorganized manufacturers

contributing the balance.

e  The next 10-15 years are expected to remain favorable for the MDF industry,
supported by changing consumer preferences, increasing furniture replacement

cycles, and gradual substitution of conventional materials.

. Industry dynamics have shifted from relatively lower volumes but healthy EBITDA
margins pre-COVID, to stronger demand but increased competitive intensity and

margin pressure post-COVID.

e Tier 2 and 3 cities continue to exhibit a higher preference for plywood over MDF,

indicating significant headroom for penetration and distribution-led growth.

. Unorganized manufacturers continue to exert pricing pressure on organized
players by offering lower priced products, partly reflecting differences in product

quality and manufacturing standards.
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Product Mix & HDHMR Opportunity

° Customer preferences are increasingly shifting toward high-density, moisture-resistant boards, with
HDHMR gaining traction as an alternative to conventional plywood and standard MDF in select furniture

applications.

. HDHMR and other moisture-resistant boards are expected to emerge as key growth categories within the

broader engineered wood industry.

e  Action TESA, with estimated revenue of approximately INR20bn, reportedly derives ~70% of sales from
HDHMR, compared with estimated 40-50% for other players.

e  Action TESA has established its presence in the engineered wood segment, with its product positioning
reportedly supporting price premium of ~8% over other large organized players and ~14% over unorganized

competitors.

Competitive Landscape & Action TESA Positioning

e  Action TESA's turnover is estimated at ~INR20bn. In-house resin manufacturing provides greater control

over formulation, procurement and product consistency, supporting its product positioning.

° Action TESA reportedly has a network of over 1,200 dealers and distributors. Industry participants are
increasingly focusing on dealer schemes, carpenter engagement and influencer-led marketing to improve

product adoption.

° Direct retail touchpoints remain limited, at less than 5% in the context discussed, indicating potential for

further distribution expansion and deeper market penetration.

Raw Material Trends & Cost Pressures

° Input costs have increased over the past 6 months, while board prices have softened from Aug'26. Industry
interactions also indicated price reductions of ~5% among large players, highlighting near-term margin

pressure.

. Urea, melamine and glue are the key inputs, apart from timber. Urea is mostly imported, primarily from Saudi

Arabia and China, exposing procurement to international price movements and supply-chain disruptions.

e  Geopolitical disruptions and container availability have reportedly increased procurement lead times by ~10

days to ~60 days, compared with a normal lead time of ~50 days.

. Price of Eucalyptus stood at INR 700-750/quintal, while mixed wood prices were estimated at INR 500—
550/quintal. Uttar Pradesh is a major wood procurement region, reportedly accounting for ~95% of its
sourcing. Timber prices reportedly remained stable over the past year, supported by plantation

development and farmer buyback arrangements.

Distribution Strategy & Value-Added Products

° Carpenter engagement and influencer-led initiatives remain important drivers of product awareness,

adoption and sales growth in the MDF market.

. Companies are expanding dealer networks and introducing dealer schemes to improve penetration in

smaller cities, where plywood continues to enjoy a stronger preference.
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Exhibit 1: Domestic MDF capacity to grow by 6% over FY26-28E

Wooden flooring is a higher-value-added category, with EBITDA margin of 17-18%. In-house manufacturing

across the value chain provides a competitive advantage to companies.

Capacity Expansion & Industry Competition

Organized players are expanding manufacturing capacities, which could intensify competition and increase

the importance of utilization, pricing discipline and distribution reach.

Greenply is setting up a new plant at Vadodara with an indicated capacity of ~700 CBM/day, Century
Plyboards is planning a new project in Uttar Pradesh. Crossbond also has an upcoming project, although

capacity and commissioning timelines remain unconfirmed.

Action TESA has an established presence in particleboard manufacturing, with a capex of INR 4.5-5.0bn
and capacity of ~1,000 CBM/day.

Outlook

Long-term industry prospects remain favorable, supported by furniture replacement demand, changing

consumer preferences and gradual substitution of plywood and other conventional materials.

HDHMR represents a key emerging growth opportunity, as increasing preference for high-density and

moisture-resistant boards could support product premiumization and improve the industry’s value mix.

Near-term margins remain under pressure due to higher input costs, competitive pricing and price
reductions by large organized players. The pace of input-cost normalization and pricing discipline will be

key determinants of profitability.

Exhibit 2: Domestic MDF demand to grow by 16% over FY26-28E
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Exhibit 3: Q1FY27 timber price at INR6.1/kg in North region Exhibit 4: Melamine prices remain flat YTD CY26
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Exhibit 5: Valuation Summary

Sales (INR mn) EBITDA (INR mn) Adj. PAT (INR mn) EPS (INR) RoE (%) PE (x)
TP Mcap
Company Name C/S (INR) (INRbn)
i FY27E  FY28E FY29E‘ FY26 FY27E FY28E FY27E FY28E FY29E‘ FY26 FY27E FY28E FY29E FY26 FY27E FY28E FY29E FY26 FY27E FY28E FY29E
Astral Ltd. C BUY 1,357 1,593 365.0{ 65686 79281 92913 1,07,064| 10619 13216 15786 18297( 5573 7627 9527 11241 207 284 354 418 145 174 186 184| 655 479 383 325
Century Plyboard (I)  C BUY 634 871 141.0| 53972 63663 72,477 81984 6915 8595 10,364 11724 3333 4191 5545 6462 150 188 249 290 134 150 171 170 423 336 254 218
Cera Sanitaryware C BUY 4575 7,548 59.0| 20,501 24,033 27184 30669 2692 3365 3806 4294| 2120 2636 3,059 3447| 1644 2044 2371 2672| 150 16.8 171 181 278 224 193 171
Finolex Industries C BUY 142 226 88.1 41134 42,020 44905 49,249 6,789 5647 6278 7,082 5991 5380 5832 6,526 9.7 8.7 94 106 9.7 8.4 8.7 92| 147 164 151 135
Greenpanel Industries C BUY 131 27 161 15394 17,056 20,341 23,002 1126 1924 2783 3,143 199 806 1517 1819 1.6 66 124 148 15 58 101 109 807 200 106 8.8
Kajaria Ceramics C BUY 1138 1,458 1813| 48304 55414 58012 61,892 8650 10,386 10,326 11,017 4,885 6,626 6579 7,021 307 416 413 441 168 200 173 163| 371 274 275 258
Supreme Industries C BUY 3390 4414 4307 112177 132,412 149,840 168,865| 15676 19,200 21,877 25330| 9,540 12,224 14,573 16,653| 751 962 1147 1311 161 186 196 194 451 352 296 259
Source: Company, PL C=Consolidated / S=Standalone
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Analyst Coverage Universe

Sr. No. Company Name Rating

1 Amber Enterprises India BUY

2 Astral Buy

3 Avalon Technologies REDUCE
4 Bajaj Electricals HOLD

5 Blue Star Buy

6 Cello World Buy

7 Century Plyboard (1) Buy

8 Cera Sanitaryware Buy

9 Crompton Greaves Consumer Electricals BUY

10 Cyient DLM REDUCE
il Finolex Industries Buy

12 Greenpanel Industries Buy

13 Havells India Buy

14 Kajaria Ceramics Buy

15 Kaynes Technology India BUY

16 KEI Industries BUY

17 LG Electronics India Accumulate
18 Polycab India BUY

19 Premier Energies BUY

20 R R Kabel HOLD
21 Supreme Industries Buy

22 Syrma SGS Technology HOLD
23 Vikram Solar Accumulate
24 Voltas Buy

25 Waaree Energies BUY

PL's Recommendation Nomenclature (Absolute Performance)

BUY

Accumulate

Hold

Reduce

Sell

Not Rated (NR)
Under Review (UR)

> 15%

5% to 15%

+5% to -5%

-5% to -15%

< -15%

No specific call on the stock

Rating likely to change shortly

TP (INR)

9234
1593
1786
302
1797
428
871
7548
294
873
226
271
1309
1458
4280
5961
1870
11083
1136
2725
4414
1827
162
1251
3115

Share Price (INR)
6925
1362
2430
299
1510
340
678
5057
216
1030
149
160
1047
1215
3365
3873
1771
8207
910
2648
3399
1747
149
1061
2516
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ANALYST CERTIFICATION

Indian Clients

We/l Mr. Praveen Sahay MBA Finance, Mr.
Rahul Shah MBA Finance Research Analysts,
authors and the names 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. 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.

US Clients

The research analysts, with respect to each
issuer and its securities covered by them in
this research report, certify that: All of the
views expressed in this research report
accurately reflect his or her or their personal
views about all of the issuers and their
securities; and No part of his or her or their
compensation was, is or will be directly related
to the specific recommendation or views
expressed in this research report.

Prabhudas Lilladher Pvt. Ltd.

Corporate Office: 6th Floor, Tower 2B South
Annex, One World Centre, 841, Senapati
Bapat Marg, Lower Parel, Mumbai - 400013

Registered Office: 3rd Floor, Sadhana House,
570, P. B. Marg, Worli, Mumbai-400 018

Tel: (91 22) 6632 2222 Fax: (9122) 6632 2209

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio
Manager, Depository Participant and distribution for third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory
Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, investment banking, financial services
(margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not
for circulation. This document is not to be reported or copied or made available to others without prior permission of PL. It should not
be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not
independently verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees
accepts any responsibility of whatsoever nature for the information, statements and opinion given, made available or expressed herein
or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of
investments can go down as well. The suitability or otherwise of any investments will depend upon the recipients particular
circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make
market, act as principal or engage in transactions of securities of companies referred to in this report and they may have used the
research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis
activities.

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the
research report.

PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities
of the subject company at the end of the month immediately preceding the date of publication of the research report.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months
or mandated by the subject company for any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the
subject company in the past twelve months.

PL or its associates might have 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

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection
with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report.

PL or its analysts did not receive any compensation or other benefits from the subject Company or third party in connection with the
preparation of the research report.

PL or its Research Analysts do not have any material conflict of interest at the time of publication of this report.

It is confirmed that Mr. Praveen Sahay MBA Finance, Mr. Rahul Shah MBA Finance Research Analysts of this report have not received
any compensation from the companies mentioned in the report in the preceding twelve months Compensation of our Research
Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views
about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or
indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts
have not engaged in market making activity for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to
our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses
may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you
should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, 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 subject company 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 subject company or act as an advisor or lender/borrower to
the subject company or may have any other potential conflict of interests with respect to any recommendation and other related
information and opinions.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance

of returns to investors
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US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the
research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held
by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above,
then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in
order to conduct certain business with Major Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a
U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker
dealer.
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