Asian Granito India Ltd Exit Note

Weak sector outlook along with multiple negative events — Exit from stock

We had initiated Asian Granito India Ltd. (AGL) on expectation of sales/PAT growth on
account of capacity expansion, increase in value added product mix, tax revision and
improvement in realization. However, the investment hypothesis did not pan out as
expected, due to series of gas price increase which was not passed on, pricing pressure on
the GVT tiles and non-implementation of the GST on full scale which delayed the shift from
un-organized to organized. We believe the sector headwind to continue in the near-future,
which would keep AGL profitability under pressure in the near-future. Furthermore, the
unplanned exit of a key managerial personnel (who was appointed to stream line the
process and improve the working capital cycle), recent equity dilution and arrest of Mr.
Mukeshbhai Patel, MD (release on bail) raises concern on the company’s corporate
governance. Hence, we are exiting coverage on the stock.

Slow-down in tiles growth — slowest in building material sectors

We expected that the organized players will get benefit with the GST rollout and tax rate
revision in tiles segment from 28% to 18%. However, there is no strict implementation of
GST — restricted volume growth and bring correction in realization. Also, demand side
impacted from RERA, demonetization, slowdown in real estate sector in past several
quarters, which is not expected to recover in near future. CRISIL Research has estimated
slowest growth for tiles segment (5-7%) among entire building material industry.

Unplanned exit of key managerial personnel

AGL had appointed Mr Ashish Mehta in May 2018 as Sr. President — Sales & Marketing to
stream line the process and improve the working capital cycle of the company. He initiated
projects to streamline working capital and sales. However, he has resigned within 8
months of joining in Dec-2018, raised concern over effective implementation of initiated
projects.

Earnings dilution with warrant issuance — Negative for minority stake holder

AGL has planned to raise equity of INR 98cr by issuing 40,00,000 convertible warrants to
non-promoters entities at a price of INR 245 per warrant. The issuance will bring equity
dilution of ~13% and reduce promoter stake to 28.6%. The dilution will bring down our EPS
estimate to INR 18.8 (down 12%) for FY20E.

Arrest of MD related to custom duty dispute

AGL has informed exchanges related to the arrest of company’s managing director Mr
Mukeshbhai Patel on 28" Dec-2018 by DRI (Directorate of Revenue Intelligence) on
account of dispute in custom duty on import of nano crystal marble from China (which is
less than 1% of overall revenue of the company). As per management, DRI has computed
higher fair value than declared value of imported material and claimed for duty differential
of INR 3.5cr. AGL has paid INR 3.5cr and secure bail of Mr Patel. The paid amount is ~10%
of our PAT estimates of FY19 and ~15% of H2FY19 PAT estimates.
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Additional Disclaimer for U.S. Persons

Edelweiss is not a registered broker — dealer under the U.S. Securities Exchange Act of 1934, as amended (the“1934 act”) and under applicable state laws in the United States. In addition
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Additional Disclaimer for U.K. Persons
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Additional Disclaimer for Canadian Persons

Edelweiss is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer registration requirements
under such law. Accordingly, any brokerage and investment services provided by Edelweiss, including the products and services described herein, are not available to or intended for
Canadian persons.

This research report and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment
services.

Disclosures under the provisions of SEBI (Research Analysts) Regulations 2014 (Regulations)

Edelweiss Broking Limited ("EBL" or "Research Entity") is regulated by the Securities and Exchange Board of India ("SEBI") and is licensed to carry on the business of broking, depository
services and related activities. The business of EBL and its associates are organized around five broad business groups — Credit including Housing and SME Finance, Commodities,
Financial Markets, Asset Management and Life Insurance. There were no instances of non-compliance by EBL on any matter related to the capital markets, resulting in significant and
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Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No.INHO00000172.
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