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Lloyd, industrial segment drag performance...

Havells’ performance was marred by industrial products (~30% of total
revenue) and Lloyd segment in Q3FY20. Cable and switchgear segments de-
grew ~13% and ~6%, respectively, mainly on account of sluggish
government spending on infrastructure & industrial activities. Lighting
business, on the other hand, also reported a sharp fall in revenue by 18%
YoY due to price correction and subdued demand of professional
luminaires. Consumer facing businesses such as ECD and Lloyd faced low
inventory build-up at dealers’ level due to liquidity issues. Under Lloyd, while
the AC business remained flat YoY, the LED panel business recorded a sharp
price correction due to lower demand and intense competition. The
management reiterated a further improvement in EBITDA margin (visible on
a QoQ basis in Q3FY20) in FY21E with a recovery in demand of Lloyd
business coupled with improved government spending.

Management reiterates demand recovery, going forward

The company witnessed sluggishness in demand for industrial products
(such as power cable and industrial switchgear category) led by a slowdown
in government offtake. In addition to this, a sharp price erosion in the LED
panel and lighting business also aided muted topline growth for the
company in Q3FY20. However, the management expects a better demand
scenario in Q4FY20 led by a revival in consumer sentiments with a recovery
in demand of Lloyd’s air conditioner business. Also, dealer addition in rural
India coupled with stabilisation of new air conditioner plants and launch of
refrigerator in Q1FY21 would aid growth, going forward. We introduce
FY22E estimates with revenue growth of 12% and FY19-22E revenue CAGR
of 9% largely driven by ~13% CAGR in the ECD (including Lloyd) segments.

Margin improves on better product mix

EBITDA margin increased ~130 bps QoQ (flattish YoY against our
expectation of 70 bps decline YoY). This improvement was on the back of a
better product mix (led by gross margin improvement) and cost
rationalisation (on fixed overheads and low advertisement expenditure). We
believe the EBITDA margin would start recovering from FY21E onwards with
increase in AC plant utilisation and recovery in demand of industrial
products. We believe pressure to take a price hike on rising competition in
the Lloyd business would limit the overall EBITDA margins expansion.

Valuation & Outlook

While Havells’ industrial products and Lloyd business was largely impacted
by a slowdown in government capex and lower offtake by dealers, EBITDA
margins improved on better product mix and cost rationalisation initiatives.
We roll over our valuation on FY22E, valuing the stock at 35xFY22E earnings.
We maintain our HOLD rating with a revised target price of ¥ 640/share.

Key Financial Summary

. X Crore FY18 FY19 FY20E FY21E
Net Sales 8138.5 10057.6 10199.6 11704.3
EBITDA 1049.2 1192.2 1136.8 1449.5
EBITDA Margin (%) 12.9 11.9 11.1 12.4
PAT 712.5 791.5 800.3 970.2
EPS (%) 11.4 12.7 12.8 15.6
P/E (x) 52.7 47.5 46.9 38.7
Price/Book Value (x) 10.0 8.9 8.7 7.6
Mcap/Sales 4.6 3.7 3.7 3.2
RoE (%) 18.8 18.7 18.5 19.7
RoCE (%) 25.2 25.3 22.3 25.1
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Particular Amount
Market Capitalization (% Crore) 37,558.8
Total Debt (FY19) (X Crore) 40.5
Cash and Inv (FY19) (% Crore) 707.7
EV (% Crore) 36,891.6
52 week H/L 807 / 588
Equity capital (% Crore) 62.5
_ Face value R) 1.0

Key Highlights

® |ndustrial business and Lloyd
dragged

Havells’ performance in Q3FY20

business overall

Industrial  product demand
remained muted owing to delay

in fresh government projects

Margin expected to recover in
FY21E onwards with improved
performance in Lloyd front

We maintain HOLD rating on the
stock with revised target price of
¥ 640/share
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FY22E
13130.4
1649.6
12.6
1127.6
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6.6
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CAGR FY19-22E

9.3

11.4

12.5

Source: Company, ICICI Direct Research
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ﬂ Result Update | Havells India ICICI Direct Research
Exhibit 1: Variance Analysis

Q3FY20 Q3FY20E Q3FY19 YoY (%) Q2FY20 QoQ (%) Comments

Revenue 2269.9 2674.9 2518.4 99 22303 18 ir(l)c:)::?al product category and Lloyd remained a drag on the

Other Income 24.0 38.1 33.1 -27.4 29.2 -17.9

Raw Material Exp 1120.5 1016.5 940.9 19.1 1069.6 4.8

Employee Exp 219.4 2407 210.8 4.1 239.5 -8.4

Purchase of Traded goods 256.1 642.0 634.2 -59.6 288.4 -11.2

Other expenses 406.6  481.5  438.0 -7.2 398.8 2.0

EBITDA 267.3 2942  294.6 -9.2 2341 14.2

. Despite muted sales, gross margins were up 190 bps YoY owing
EBITDA M 9 1. 1. 11.7 10.5 12
argin (%) 8 0 8bps  10.5 12BDDS '\ otter product mix resulting in flattish EBTDA margin

Depreciation 55.2 54.8 35.3 56.3 53.1 3.9

Interest 5.3 5.1 3.6 47.8 5.1 2.3

PBT 230.9 272.4 288.8 -20.0 205.1 126 I};%v_l\_/er sales and sharp decline in other income resulted in lower

Total Tax 30.5 71.4 93.1 -67.2 23.7 28.8 Transition to new corporate rate tax

PAT 200.4 201.0 195.7 2.4 181.4 10.5

Key Metrics
While domestic wire segment increased in low single digits, the

Cable 712.1 878.0 820.3 -13.2 821.3 -13.3  power cable business was hurt by industrial & infrastructure
slowdown and fall in commodity prices

Switchgear 371.3 438.5 392.9 -5.5 397.7 -6.6  Slowdown in real estate and industrials hurt switchgear demand
Lloyd sales declined 16% YoY to T 300 crore mainly due to a steep

ECD 881.9  963.4 9357 58 7305 20.7 decllne.ln sales of LED.paneIs and mut.ed AC fier.n'fmd.. ECD
(excluding Lloyd) remained flat YoY owing to liquidity issue at
dealer level

Lighting & Fixtures 300.6 395.1 369.5 176 380.0 198 Lower demand of professional luminaires coupled with absence of

price hike had impacted lighting segment

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

[ Crore) FY20E FY21E FY22E Comments
old New % Change old New % Change Introduced

We cut our revenue estimate for FY20E and FY21E by factoring

Revenue 10827.4 10199.6 (5.8) 12466.2 11704.3 (6.1) 13130.4 in current quarter performance. We introduce FY22E estimates
with topline growth of 12% YoY

EBITDA 1176.8  1136.8 (3.4) 1568.5  1449.5 (7.6) 1649.6
High competition in LED and AC business has hurt overall
profitability of the company. We believe higher utilisation of

EBITDA Margin % 10.9 11.1 25bps 12.6 12.4  -22bps 12.6 new plants (of Lloyd) would result in reduction in fixed cost,
which would benefit the company in terms of improvement in
EBITDA margin

PAT 828.5 800.3 (3.4) 1123.4 970.2 (13.6) 1127.6

EPS R) 13.3 12.8 (3.6) 18.0 15.6 (13.6) 18.1

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

Current Earlier Comments
FY19E FY20E FY21E FY22E FY20E FY21E
We expect industrial product demand revival from FY21E onwards backed by
increase in government spending
Low base coupled with revival in industrial switchgear demand to drive switchgear
sales, going forward
Lower penetration, new launches coupled with rising aspiration level of middle class
would help drive performance of ECD segment
Lighting segment growth to be largely driven by LED fixtures. However, pricing
pressure remains in profession luminaries segments

Cable Growth (%) 24.4 1.2 120 10.0 8.6
Switchgear Growth (%) 19.4 4.0 131 9.9 44
ECD Growth (%) 29.4 5.1 186 150 7.8

Lighting & Fixtures (%) 11.9 -1.9 11.8 1.1 9.1 16.7

Source: Company, ICICI Direct Research
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Conference call highlights

The company has continuously witnessed a sluggishness in demand
for industrial products category (largely B2B and 30% of total
revenue) such as industrial switchgear, cable and professional
luminaires segments. This was largely on account of lower private
capex and funding issues

Domestic wires (nearly 50% of total cable and wire revenue) grew in
low single digits. Power cables were weighed down by industrial
and infrastructure slowdown and fall in prices of commodities

The switchgear category was largely impacted by a decline in
industrial switchgear owing to sluggish infrastructure and
government driven procurement

On the lighting segment, while consumer lighting business
witnessed a stable performance, the professional lightings and
fixture segment witnessed a sharp price erosion

While the water heater segment in the ECD category reported good
demand traction, the other product categories witnessed lower
offtake by key dealers owing to liquidity issues. Despite muted ECD
performance, the company maintained its market share

Under the Lloyd brand, the air conditioner segment witnessed
flattish sales while LED panels suffered a greater decline in sales due
to competition

The company’s Lloyd business is undergoing structural changes
such as re-alignment of its distribution networks and supply chain.
The benefit would start being visible from Q4FY20 onwards

The company is likely to launch its refrigerator products in Q1FY21.
It will be initially an outsourcing model and will be pushed through
the same distribution channel of Lloyds

ICICI Securities | Retail Research
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Financial story in charts

Exhibit 4: ECD segment leads revenue growth
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Exhibit 5: EBITDA margin movement
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Exhibit 7: Recommendation History vs. Consensus
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Source: Bloomberg, Company, ICICI Direct Research

Exhibit 8: Top 10 Shareholders

Rank Investor Name Filing Date % 0/S Position (%) Change
1 ANIL RAI GUPTA AS MA 30-Jun-19  12.4 77.43m  0.00m
2 QRG INVESTMENTS 30-dun-19  11.0 68.74m  0.00m
3 NALANDA INDIA EQUITY 30-Jun-19 5.3 33.04m 0.00m
4 CAPITAL GROUP COMPAN 31-Dec-19 2.7 17.10m 1.23m
5 GOVERNMENT PENSION F 30-Jun-19 2.4 14.81Tm  0.56m
6 NORGES BANK 31-Dec-18 2.1 13.42m  0.00m
7 LIFE INSURANCE CORP 30-Jun-19 1.8 11.43m 11.43m
8 STEADVIEW CAPITAL MA 30-Jun-19 1.7 10.67m  0.00m
9 BLACKROCK 21-Jan-20 1.7 10.65m (0.13)m
10  VANGUARD GROUP 31-Dec-19 1.4 8.75m (0.11)m

Source: Bloomberg ICICI Direct Research

Exhibit 9: Shareholding Pattern

(in %) Dec-18 Mar-19 Jun-19 Sep-19 Dec-19
Promoter 59.6 59.6 59.5 59.5 59.5
Fll 26.5 21.3 21.0 26.3 25.9
0] 4.4 3.9 2.6 2.2 2.0
Others 9.5 9.2 11.0 12.0 12.6

Source: Company, ICICI Direct Research
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Financial summary

Exhibit 10: Profit and loss statement

Year End March FY19
Total Operating Income 10057.6
Growth (%)

Raw Material Expenses 4513.0
Employee Expenses 832.4
Marketing Expenses 384.2
Other expenses 1370.2
Operating Expenditure 8865.4
EBITDA 1192.2
Growth (%)

Other Income 127.6
Interest 15.9
Depreciation 148.6
Less: Exceptional ltems 0.0
PBT 1155.3
Total Tax 363.7
PAT 791.5

FY20E
10199.6
1.4
4839.7
939.2
378.1
1461.2
9062.8
1136.8
-4.6
128.4
21.3
214.2
0.0
1029.8
229.5
800.3

FY21E
11704.3
14.8
5875.5
1029.7
442.2
1703.8
10254.8
1449.5
21.5
132.6
26.3
245.8
0.0
1310.1
339.9
970.2

< crore

FY22E
13130.4
12.2
6959.1
11191
568.1
1850.8
11480.7
1649.6
13.8
159.8
28.2
275.7
0.0
1505.5
377.9
1127.6

Source: Company, ICICI Direct Research

Exhibit 12: Balance sheet 3 crore

(Year-end March) FY19
Equity Capital 62.6
Reserve and Surplus 4180.0
Total Shareholders funds 4242.5
Total Debt 40.5
Deferred Tax Liability 321.7
Total Liabilities 4625.9
Assets

Total Gross Block 3445.6
Less Acc. Depreciation 854.7
Net Block 2590.9
Capital WIP 232.2
Total Fixed Assets 2823.0
Investment 491.21
Inventory 1917.0
Debtors 422.4
Other Current Assets 833.3
Cash 678.0
Total Current Assets 3859.6
Total Current Liabilities 2553.1
Net Current Assets 1306.6
Total Assets 4625.9

FY20E
62.6
4263.3
4325.8
40.5
321.7

4709.3

3845.6
1068.9
2776.7
232.2
3008.8
67.29
1956.1
838.3
714.0
117.4
3625.7

2521.6
1104.1

4709.3

[RPALS
62.6
4862.3
4924.8
60.5
321.7

5328.2

4245.6
1314.7
2930.9

232.2
3163.0
109.29
2244.7
1026.1

819.3

153.8
4243.9

2775.0
1468.8

5328.2

FY22E
62.6
5618.6
5681.2
80.5
321.7

6104.6

4645.6
1590.4
3055.1

232.2
3287.3
209.29
2518.2
1151.2

919.1

580.7
5169.1

3113.2
2055.9

6104.6

Source: Company, ICICI Direct Research
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Exhibit 11: Cash flow statement < crore
(Year-end March) FY19 FY20E FY21E FY22E
Profit after Tax 791.5 800.3 970.2 1107.9
Depreciation 148.6 214.2 245.8 302.0
CF before working cap changes 956.0 1035.7 1242.2 1438.1
Net Increase in Current Assets 125.3 -326.8 -581.7 -498.4
Net Increase in Current Liabilities 89.0 -31.4 253.4 338.1
CF from operating activities 1170.3 677.5 913.9 1277.9
(Purchase)/Sale of Liquid Investn -21.7 -50.0 -50.0 -50.0
Others -451.2 -350.0 -350.0 -350.0
(Purchase)/Sale of Fixed Assets -472.8 -400.0 -400.0 -400.0
CF from Investing Activities -421.9 -500.0 -500.0 -465.0
Proceeds frm Equity Shares 0.0 0.0 0.0 0.0
Inc / (Dec) in Loan Funds -67.5 0.0 20.0 20.0
Others -304.0 -738.2 -397.5 -399.4
CF from Financing Activities -371.5 -738.2 -371.5 -379.4
Net Cash flow 376.8 -560.7 36.5 433.4
Opening Cash 301.2 678.0 117.4 153.8
Closing Cash 678.0 117.4 153.8 587.2
Source: Company, ICICI Direct Research

Exhibit 13: Key ratios X crore
(Year-end March) FY19 FY20E FY21E FY22E
Per Share Data

Reported EPS 12.7 12.8 15.6 18.1

Cash EPS 15.1 16.3 19.5 22.5
BV per share 68.0 69.3 78.9 91.1

DPS 5.4 4.2 6.0 6.0
Operating Ratios (%)

EBITDA Margin (%) 11.9 11.1 12.4 12.6
PAT Margin (%) 7.9 7.8 8.3 8.6
Asset Turnover 2.2 2.2 2.2 2.2
Debtors Turnover 15.3 30.0 32.0 32.0
Creditor Turnover 56.6 55.0 55.0 55.0
Return Ratios (%)

RoE 18.7 18.5 19.7 19.8
RoCE 25.3 22.3 25.1 25.1

RolC 25.7 19.6 23.0 24.3
Valuation Ratios

EV / EBITDA 30.9 32.9 25.8 22.4
P/E 47.5 46.9 38.7 33.3
EV / Net Sales 3.7 3.7 3.2 2.8
EV / Net Sales 3.7 3.7 3.2 2.8
Market Cap / Sales 3.7 3.7 3.2 29
Price to Book Value 8.9 8.7 7.6 6.6
Solvency Ratios

Debt / Equity 0.0 0.0 0.0 0.0
Current Ratio 1.8 2.1 2.1 2.1

Quick Ratio 0.7 0.9 0.9 0.9

Source: Company, ICICI Direct Research
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Exhibit 14: ICICI Direct Coverage Universe (Consumer Discretionary)

Soctor / Company CMP M Cap EPS (3) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)
R) TPR) Rating (R Cr) FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E
Asian Paints (ASIPAI) 1,778 2,060 Buy 170,510 23.0 321 385 77.2 553 46.2 452 384 31.8 304 321 336 23.2 281 282
Astral Polytecnik (ASTPOL) 1,087 1,275 Hold 16,377 13.1 181 23.7 83.0 60.1 459 448 354 276 208 222 254 155 17.8 19.2
Bajaj Electricals (BAJELE) 384 270 Sell 3919 163 33 11.0 2351181 350 139 196 141 138 94 126 155 3.3 105
Havells India (HAVIND) 601 640 Hold 37,496 12.7 128 156 474 469 38.6 30.8 327 256 253 223 251 187 185 19.7
Kansai Nerolac (KANNER) 511 620 Buy 27,539 87 11.9 137 589 43.0 374 380 313 259 202 21.6 229 136 17.4 175
Pidilite Industries (PIDIND) 1,428 1,475 Hold 73,211 188 19.2 241 759 745 59.3 504 406 357 29.6 33.6 345 227 269 273
Essel Propack (ESSPRO) 170 95Reduce 5341 6.2 7.1 80 274 238 213 75 6.8 59 169 166 185 139 139 149
Supreme Indus (SUPIND) 1,314 1,420 Buy 16,691 353 40.8 452 37.2 322 290 183 17.8 149 250 239 260 187 222 216
Symphony (SYMLIM) 1,195 1,295 Hold 8360 13.0 23.0 341 919 520 351 39.2 659 324 413 187 340 315 16.2 29.2
V-Guard Ind (VGUARD) 225 230 Hold 9578 39 50 57 577 450 395 53.2 450 339 237 23.7 291 17.7 184 221
Voltas Ltd (VOLTAS) 695 765 Hold 22,986 155 18.7 243 447 37.2 286 335 353 263 19.8 17.3 225 14.8 127 16.3
Time Techno (TIMTEC) 58 55 Hold 1,312 90 85 102 65 69 57 35 37 32 150 137 154 121 109 120
Source: Company, ICICI Direct Research
ICICI Securities | Retail Research 7
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬂlchl( irect.com 1 1
Investmaen uo Your Fingertips Bﬂz“)ﬂ EE"\' \
ICICI Securities Ltd. 75 S TARMINE ‘
ecu’ . Ejm stAward2012 A /
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

|/We, Sanjay Manyal, MBA (Finance) and Hitesh Taunk, 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI
Securities Limited is a SEBI registered Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance,
general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI| Securities generally prohibits its analysts, persons
reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

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

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report
for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
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