Prabhudas’
I° Lilladher

POWERING YOUR FINANCIAL GROWTH

July 26, 2018

MOST ADMIRED BRAND

\\,43/4 s o /

Q1FY18 Result Update

Change in Estimates | ¥ Target | B Reco

Change in Estimates

Current Previous

FY19E FY20E FY19E FY20E

Rating BUY BUY

Target Price 290 299
Sales (Rs. m) 47,032 54,210 48,024 55,359
% Chng. 21 (21)
EBITDA (Rs.m) 6,391 7,422 6,592 7,652
% Chng. (3.0) (3.0)
EPS (Rs.) 6.5 7.6 6.7 7.9
% Chng. (3.3) 3.2)

Key Financials

FY17 FY18 FY19E FY20E
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PAT (Rs. m) 2,857 3,238 4,046 4,775
EPS (Rs.) 4.6 5.2 6.5 7.6
Gr. (%) 139.8 13.3 25.0 18.0
DPS (Rs.) 15 1.7 3.0 35
Yield (%) 0.6 0.7 1.2 15
ROE (%) 78.9 495 46.0 44.4
RoCE (%) 50.1 39.8 41.0 42.2
EV/Sales (x) 3.9 3.7 3.2 2.7
EV/EBITDA (x) 31.6 28.5 235 20.0
PE (x) 52.7 46.5 37.2 31.5
P/BV (x) 29.1 19.1 15.5 12.7
Key Data CROP.BO | CROMPTON IN

52-W High / Low
Sensex / Nifty
Market Cap

Rs.295/ Rs.203
36,985/ 11,167
Rs.151bn/ $ 2,192m

Shares Outstanding 627m
3M Avg. Daily Value Rs.347.17m
Shareholding Pattern (%)
Promoter’s 34.38
Foreign 34.79
Domestic Institution 15.45
Public & Others 15.38
Promoter Pledge (Rs bn) -
Stock Performance (%)

iM 6M 12M
Absolute 7.6 1.1 17.1
Relative 3.3 (2.5) 25
Kunal Sheth

kunalsheth@plindia.com | 91-22-66322257

Shreyans Jain

shreyansjain@plindia.com | 91-22-66322256

Crompton Greaves Consumer
Electricals (CROMPTON IN)

Rating: BUY | CMP: Rs240 | TP: Rs290

On the right track

Key pointers

®  Growth bounced back in ECD segment led by success of new innovations like
Air 360 (mass premium fan segment growth 31% YoY), Crest mini (30% YoY
volume growth).

"  Go-to-market (GTM) strategy showing encouraging results. They expect to
reach coverage of ~75% in next 12-18 months.

®  Air Cooler business grew 21% YoY in spite of a difficult market

Crompton Greaves Consumer Electricals (CGCEL) delivered strong set of
numbers with a 30% growth in PAT at Rs1.04bn. Revenues came in at
Rs12.05bn, up 14.1% YoY (adjusted comparable growth — 20% YoY). CGCEL
continued to gain healthy market share in core categories of Fans and
Lighting (LED) segment. Innovation (Air 360/Crest mini pumps) in core
categories is yielding results and helped growth in ECD segment.

Go-to-market (GTM) strategy implementation is on track and focus is to
improve quality, reach of coverage using technology as the backbone. While
the implementation of GTM strategy might create short-term disruptions, it
will create a base for strong and sustainable growth for the future. CGCEL is
seeing encouraging results in regions where GTM is being implemented.
CGCEL expects to reach coverage of ~75% in next 12-18 months.

The company’s focus is on a) investing and increasing brand awareness, b)
developing innovative products in core categories like Fans/Llighting and Air
Coolers and c) strengthening the go-to-market in order to increase its reach
(both quality and quantity of reach) and significantly increasing focus on
retail/distributor network.

While the company has successfully executed the first leg of strategy of
setting Fans/Lighting/Agro pumps on a strong growth footing, maintenance
of the growth and successful scale up in other categories will be the key
monitorables. We expect sales to grow at a CAGR of 11.5% and earnings
CAGR of 18% over FY17-20E. We maintain “BUY” with a TP of Rs290.

® Strong margin beat: Revenues came in at Rs12.04bn, up 14.1% YoY
(Adjusted comparable growth-20% YoY). Sales for Electric consumer products
segment grew by 14.7% YoY driven by new innovations (Air 360 fans and Crest
Mini Pumps) and continued focus on Go-To-Market strengthening, while sales
for Lighting segment was up 1.6% YoY (Adjusted for EESL sales for lighting
up 15% YoY). EBITDA came in at ~Rs1.6bn, up 29.3% YoY due to operating
efficiencies. EBITDA Margins improved 160bps to 13.9%. Better mix and
reduced ESOP expense helped improve margins. CGCEL'’s continued focus
on improving efficiency and cost-saving projects have started showing results,
with EBIT margins improving by 200bps in the Electric Consumer Products to
19.5%. PAT came in at Rs1.04bn, up 30% YoY.
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Fans segment: CGCEL'’s focus on distribution and growth in the premium
Fans segment continues to help the company grow faster than the market.
While the Fans market has been flat (against historical growth rate of 7-8%),
CGCEL continues to grow led by premium fans. The focus on innovation to
drive the business continues to be at the core. Their “Anti-Dust” and “Air360”
fans have seen an encouraging response leading to the ECD growth (mass
premium segment which is 65% of fans segment have seen 31% YoY growth).
CGCEL gained further 100bps market share in the fan segment in Q1FY19
(400bps market share gain in last 2-3 years).

As a part of its go-to-market strategy, CGCEL is focusing more on
retail/distributor network. Implementation of the go-to market strategy in the
initial quarters might see some weakness in sales; however, a strong growth is
expected soon after once the model settles. West and the North markets are
seeing healthy growth. 20-25% of the business is under the GTM model with
plans to take it to 75-80% in the next 18 months. With encouragement from
pilot projects, CGCEL extended a pan-product segment ‘Go-to-market’ drive,
enabled by technology, in wider geography to include North region.

Lighting segment: Lighting segment clocked growth of 15% for the quarter
(excluding EESL) driven by their focus on B-2-C and go-to market strategy.
The segment grew 9% (against the historical 20%) due to growth in LED
business (40%) and some lumpiness in the EESL orders. The LED business
(80% of the total) continues to grow robustly in value and volume terms, on
track with the company’s target. LED to be 90-95% of business in the next 18
months, however Non Led business de—grew at fast pace of 30% YoY
impacting overall segment growth.

Pumps segment: CGCEL saw strong performance in domestic and
agricultural pumps, witnessing a 30% volume growth. Their latest launch, the
“Crest Mini Pumps” have received an over whelming response. To build on the
success of its latest innovative products, the company is readying a steady
stream of new products which could be potential market winners.

Air Coolers: CGCEL'’s focus is to scale the Air cooler and Geyser business.
In spite of the adverse market conditions, the company saw some green
shoots, leading to a ~20% growth in the cooler business. It aspires to be
amongst the top three players in the Air cooler segment over

near/medium term led by innovative product offering.

Go-to-market programme: The current reach for CGCEL is ~3000+dealers
and 1,00,000+ retail touch points; it expects to increase its touch points to
~1,50,000 in the next few years through its go-to market programme. CGCEL
had implemented pilot programme for B-2-C business in lightning/fan segment
to improve its retail reach. It has got very encouraging results in most regions
where it has been implemented (achieved 36% increase in store reach in
lighting, 20-25% in sales etc.). CGCEL has also started with a pilot programme
for fan and pumps and is implementing it on a pan-India basis based on the
above achieved response. While go-to-market strategy is a continuous effort,
channel switch should be completed in this year for all market and segments.
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Exhibit 1: Q1FY19 Result Overview (Rs m)

Y/e March Q1FY19 Q1FY18 YoY gr. (%) Q4FY18 FY19E FY18 YoY gr. (%)
Net Sales 12,039 10,555 14.1 11,263 47,032 40,797 15.3
Expenditure
Operating & Manufacturing Expenses 8,143 7,329 111 7,704 32,170 27,996 14.9
% of Net Sales 67.6 69.4 68.4 68.4 68.6
Personnel Cost 718 686 4.8 700 3,109 2,827 10.0
% of Net Sales 6.0 6.5 6.2 6.6 6.9
Other Expenses 1,505 1,246 20.8 1,215 5,362 4,664 15.0
% of Net Sales 1215 11.8 10.8 11.4 11.4
Total Expenditure 10,366 9,261 11.9 9,618 40,640 35,486 145
EBITDA 1,673 1,294 29.3 1,645 6,391 5,310 20.4
Margin (%) 13.9 12.3 1.6 14.6 13.6 13.0
Other income 88 97 (8.8) 109 331 308 7.6
Depreciation 31 32 (1.6) 31 135 126 7.0
EBIT 1,730 1,359 27.3 1,723 6,587 5,492 19.9
Interest 152 161 -5.8 161 637 637 0.0
PBT 1,578 1,198 31.7 1,562 5,950 4,854 22.6
Total Taxes 535 395 35.4 530 1,904 1,617 17.8
ETR (%) 33.9 33.0 33.9 32.0 33.3
PAT 1,043 803 29.9 1,032 4,046 3,238 25.0
Source: Company, PL
Exhibit 2: Semgental Breakup (Rs m)
Y/e March Q1FY19 Q1FY18 YoY gr. (%) Q4FY18 QoQ gr. (%)
Revenues
Lightning products 2,791 2,748 1.6 3,379 (17.4)
Electric Consumer Products 9,248 8,061 14.7 7,884 17.3
EBIT
Lightning products 188 220 (14.9) 374 (49.9)
EBIT margin (%) 6.7 8.0 111
Electric Consumer Products 1,802 1,414 27.4 1,711 5.8
EBIT margin (%) 19.5 17.5 21.7
Source: Company, PL
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Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY17 FY18 FY19E FY20E Y/e Mar FY17 FY18 FY19E FY20E
Net Revenues 39,009 40,797 47,032 54,210 Non-Current Assets
YoY gr. (%) 115.3 4.6 15.3 15.3
Cost of Goods Sold 27,335 27,996 32,170 37,079 Gross Block 8,725 8,849 9,049 9,299
Gross Profit 11,674 12,801 14,862 17,130 Tangibles 853 954 1,154 1,404
Margin (%) 29.9 31.4 31.6 31.6 Intangibles 7,873 7,895 7,895 7,895
Employee Cost 2,322 2,827 3,109 3,420
Other Expenses 4,506 4,664 5,362 6,288 Acc: Dep / Amortization 110 234 385 529
Tangibles 95 194 329 473
EBITDA 4,846 5,310 6,391 7,422 Intangibles 15 39 56 56
YoY gr. (%) 131.4 9.6 20.4 16.1
Margin (%) 12.4 13.0 13.6 13.7 Net fixed assets 8,615 8,616 8,664 8,770
Tangibles 758 760 825 931
Depreciation and Amortization 110 126 135 144 Intangibles 7,858 7,856 7,839 7,839
EBIT 4,736 5,184 6,256 7,277 Capital Work In Progress 1 6 6 6
Margin (%) 12.1 12.7 13.3 13.4 Goodwill - - - -
Non-Current Investments 124 129 141 163
Net Interest 655 637 637 637 Net Deferred tax assets 295 479 477 477
Other Income 195 308 331 331 Other Non-Current Assets 64 147 188 271
Profit Before Tax 4,250 4,854 5,950 6,971 Current Assets
Margin (%) 10.9 11.9 12.7 12.9 Investments 3,189 3,676 3,676 3,676
Inventories 2,734 3,032 3,221 3,713
Total Tax 1,419 1,617 1,904 2,196 Trade receivables 4,728 5,536 6,443 7,426
Effective tax rate (%) 33.4 33.3 32.0 315 Cash & Bank Balance 697 1,774 3,256 4,797
Other Current Assets 549 718 941 1,193
Profit after tax 2,832 3,238 4,046 4,775 Total Assets 21,133 24,250 27,152 30,630
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 1,254 1,254 1,254 1,254
Adjusted PAT 2,857 3,238 4,046 4,775 Other Equity 3,924 6,641 8,431 10,574
YoY gr. (%) 139.8 13.3 25.0 18.0 Total Networth 5,178 7,895 9,685 11,827
Margin (%) 7.3 7.9 8.6 8.8
Extra Ord. Income / (Exp) (25) - R R Non-Current Liabilities
Long Term borrowings 6,478 6,486 6,486 6,486
Reported PAT 2,832 3,238 4,046 4,775 Provisions 176 175 - -
YoY gr. (%) 169.2 14.3 25.0 18.0 Other non current liabilities - - - -
Margin (%) 7.3 7.9 8.6 8.8
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt - - - -
Total Comprehensive Income 2,832 3,238 4,046 4,775 Trade payables 7,128 7,682 8,762 10,099
Equity Shares O/s (m) 627 627 627 627 Other current liabilities 2,174 2,012 2,218 2,216
EPS (Rs) 4.6 52 6.5 76 Total Equity & Liabilities 21,133 24,250 27,152 30,630
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY17 FY18 FY19E FY20E Y/e Mar FY17 FY18 FY19E FY20E
PBT 4,250 4,854 5,950 6,971 Per Share(Rs)
Add. Depreciation 110 126 135 144 EPS 4.6 5.2 6.5 7.6
Add. Interest 655 637 637 637 CEPS 4.7 5.4 6.7 7.8
Less Financial Other Income 195 308 331 331 BVPS 8.3 12.6 15.5 18.9
Add. Other 124 282 (312) (331) FCF 4.7 4.8 6.5 7.1
Op. profit before WC changes 5,140 5,900 6,410 7,422 DPS 15 17 3.0 3.5
Net Changes-WC (548) (933) (261) (496) Return Ratio(%)
Direct tax (1,466)  (1,812)  (1,904)  (2,196) RoCE 50.1 39.8 41.0 422
Net cash from Op. activities 3,126 3,154 4,245 4,730 ROIC 56.8 45.7 51.0 56.8
Capital expenditures (148) (133) (200) (250) RoE 78.9 49.5 46.0 44.4
Interest / Dividend Income 188 285 331 331 Balance Sheet
Others (3,233) (482) - - Net Debt : Equity (X) 0.5 0.1 0.0 (0.2)
Net Cash from Invt. activities (3,193) (331) 131 81 Net Working Capital (Days) 3 8 7 7
Issue of share cap. / premium - - N - Valuation(x)
Debt changes 56 7 - - PER 52.7 46.5 37.2 315
Dividend paid - (1,129 (2,256) (2,632) P/B 29.1 19.1 15.5 12.7
Interest paid (230) (634) (637) (637) P/CEPS 4.9 5.5 6.8 8.1
Others - - B - EV/EBITDA 31.6 28.5 23.5 20.0
Net cash from Fin. activities (175)  (1,755)  (2,894)  (3,270) EV/Sales 3.9 3.7 3.2 2.7
Net change in cash (242) 1,069 1,482 1,541 Dividend Yield (%) 0.6 0.7 1.2 15
Free Cash Flow 2,976 3,020 4,045 4,480 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)
Y/e Mar Q2FY18 Q3FY18 Q4FY18 QI1FY19
Net Revenue 9,597 9,382 11,263 12,039

YoY gr. (%) - - 7.6 14.1
Raw Material Expenses 6,686 6,277 7,704 8,143
Gross Profit 2,911 3,105 3,560 3,896

Margin (%) 30.3 33.1 31.6 324
EBITDA 1,207 1,165 1,645 1,673

YoY gr. (%) 6.7) (3.5 41.2 1.7

Margin (%) 12.6 12.4 14.6 13.9
Depreciation / Depletion 32 32 31 31
EBIT 1,175 1,133 1,614 1,642

Margin (%) 12.2 12.1 14.3 13.6
Net Interest 157 158 161 152
Other Income 35 66 109 88
Profit before Tax 1,054 1,040 1,562 1,578

Margin (%) 11.0 11.1 13.9 13.1
Total Tax 346 345 530 535

Effective tax rate (%) 32.8 33.2 33.9 33.9
Profit after Tax 708 695 1,032 1,043
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT 708 695 1,032 1,043

YoY gr. (%) - - 29.0 29.9

Margin (%) 7.4 7.4 9.2 8.7
Extra Ord. Income / (Exp) - - - -
Reported PAT 708 695 1,032 1,043

YoY gr. (%) - - 29.0 29.9
Margin (%) 7.4 7.4 9.2 8.7
Other Comprehensive Income - - - -
Total Comprehensive Income 708 695 1,032 1,043
Avg. Shares O/s (m) - - - -
EPS (Rs) - - - -
Source: Company Data, PL Research
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PL’s Recommendation Nomenclature (Absolute Performance)

Buy  >15%

Accumulate : 5% to 15%

Hold : +5% to -5%

Reduce : -5%to -15%

Sell T <-15%

Not Rated (NR) : No specific call on the stock

Under Review (UR) : Rating likely to change shortly
July 26, 2018
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Kunal Sheth- MBA, Mr. Shreyans Jain- CA 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.

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 recipient's 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 in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
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 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 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 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. Kunal Sheth- MBA, Mr. Shreyans Jain- CA 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 o 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.

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.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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