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Stabilizing industry TAM driven by rising renovation demand offsetting new builds contraction

TAM outlook

Source: Goldman Sachs Global Investment Research

Following a 20% contraction in industry TAM (vs. 70% erosion in market cap for our 4 covered BM companies, Yuhong, Skshu, Vasen and BNBM) 

between 2021-25, our analysis now suggests a N-T pivot with record pent-up demand and increasing secondary sales to support a stabilizing 

TAM outlook. In the long run, we anticipate a return to peak TAM levels, to provide tailwind for both earnings growth and multiple expansion.

Summary of TAM by four building material sectors
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Aggressive 2C retail expansion, deepened lower-tier/rural penetration, and overseas exploration

Channel shifts

Source: Company data, Goldman Sachs Global Investment Research

The four BM companies are adopting three primary strategies: 1) aggressive 2C retail expansion; 2) deepening penetration into lower-tier and 

rural markets; and 3) broadening product portfolios. We estimate these initiatives will drive almost the entire topline growth through 2025-

28E, with the greatest impact projected for Skshu. In addition, Yuhong has demonstrated solid execution in international markets.

Summary of revenue breakdown by four building material companies
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Improving as one of the benefits from shifting channel to retail business

Price-raw ratio

Note: Gypsum board price-raw ratio benchmarked by BNBM's mid-lower brand (Wanjia) unit economics

Source: Company data, Goldman Sachs Global Investment Research

Building materials prices (especially waterproofing and paint) have already started to increase on recent cost inflation but raw materials are 

starting to rollover turning that price into margin. We expect GPM for the four BM companies to remain stable or expand through 2027E, 

driven by favorable mix shift toward the 2C segment, and we forecast a coverage-wide GPM improvement of 1~3pp from 2025 to end-28E.

Price-to-raw-material cost ratio for the four companies
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Bottoming out driven by channel shift and SG&A optimization

Profitability trend

Source: Company data, Goldman Sachs Global Investment Research

As the strategic pivots gain traction, we expect profitability and CROCI for the sector to bottom out with average 4pp NM and 3pp CROCI 

expansion for 25A to 28E for the four companies with Skshu positioned for the strongest recovery and Vasen the most modest. Overall, we 

expect 9-29% EPS CAGRs for the four names over 2026E-2028E vs. on median -8% in 2025.

Profitability margin and return indicators of the four companies' average
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Our 12-m TPs imply 13%-53% upside for the sector; Buy Yuhong and Skshu

Valuation

Note: Pricing is based on market close of 8 July, 2026.

Source: Datastream, Company data, Goldman Sachs Global Investment Research

Looking ahead, we project a 12-m forward EV/GCI multiple expansion of 0.1x, supported by a 1pp improvement in CROCI relative to 2026E 

levels, and implying 13%-53% upside for the sector. For our Buy-rated names (Yuhong and Skshu), we anticipate more pronounced expansion 

of +0.3x, driven by stronger CROCI gains, and implying 47%/53% upside respectively.

Summary of valuation multiple and our target price determination
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Price Target Risks and Methodologies

Source: Goldman Sachs Global Investment Research
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