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Lockdown situation hurts overall performance... “ HAVE LLS

Despite a strong demand revival in consumer category in the first two

months of Q4FY20, the ~20% YoY drag in overall revenue was led by 1) m

weak demand for industrial products (underground cable, industrial Particular Amount
switchgear, professional lightings), 2) lockdown situation in second half of Market Capitalization (3Cr) ~ 30,945.4
March 2020. On the margin front, gross margin pressure (led by pricing Total Debt (FY 20) (XCr) 0.0
pressure in cable segment) was partly offset by saving in advertisement Cash and Inv (FY 20) (XCr)  1,106.9
expenses (down ~69% YoY), restricting a fall in EBITDA margin to ~40 bps EV (XCr) 29,838.5
YoY at 11.1%. The management also guided at low inventory at dealer’s 52 "_"eek H_/L 807 /458
level for non-seasonal products translating to a fast recovery in demand in Egzgyvz\?up;?% (XCr) 621‘60
the orange and green zones (~80% of districts). We believe while demand ; :
for industrial products would be impacted by a slowdown in infrastructure
activities, consumer facing products would witness a demand revival from
H2FY21E with the start of the festive season. The management has also
guided for rationalisation of future advertisement expenditure and capacity ® Lloyd, ECD, switchgear segment
expansion plans if there is any delay in demand recovery. We maintain our grew ~45% 23% and 15%,
positive stance on the stock considering Havells is a strong retail brand, a respectively,  in  January-
debt free balance sheet position supported by a strong promoter pedigree. February 2020
Industrial products remain a drag ® Industrial  product demand
remained muted owing to delay
The cable and lighting segment of the company reported a sharp decline in in fresh government projects
revenue by 24% and 31%, respectively, in Q4FY20. The company reported
strong demand traction in January-February 2020 wherein Lloyd, ECD and ® Sharp cut in advertisement
switchgear businesses grew 45%, 23% and 15%, respectively. The expenditure owing to low
lockdown situation in March dragged down overall revenue for Q4FY20. demand in Q4

According to the management, had the lockdown not happened, the Q4
revenue could have grown 9% YoY (translates to ~X 800 crore of revenue
loss in last 15 days of March 2020). We expect a gradual recovery in demand
from H2FY21E led by consumer facing products as business activities in
~80% of districts have started.

® We maintain BUY rating on stock
and target price of ¥ 575/share

Pricing pressure restricts margin movement

The company witnessed ~70 bps YoY dip in gross margin owing to pricing

pressure in the cable segment. However, saving in advertisement

expenditure restricted any sharp fall in the EBITDA margin, which was at Sanjay Manyal
11.1% in Q4FY20. We expect near term pressure in margin owing to lower SEI A G T SO
operating leverage. However, the same is expected to improve with a Hitesh Taunk

recovery in topline growth from FY22 onwards. hitesh.taunk@icicisecurities.com
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Valuation & Outlook

We cut our revenue, earnings estimates for FY21E due to extended
lockdown. We expect Havells, as a strong brand in FMEG category, to
benefit from its backward integration (strong supply chain, pan-India
distribution) & strong balance sheet position as and when business returns
to normal. We maintain BUY rating on the stock and target price of ¥ 575.

§ Key Financial Summary

ZCrore FY18 FY19 FY20E FY21E FY22E CAGR FY20E-22E
Net Sales 8138.5 10067.8 9429.0 8477.2 10375.5 4.9
EBITDA 1049.2 1183.9 1027.2 807.8 1279.5 11.6
EBITDA Margin (%) 12.9 11.8 10.9 9.5 12.3
PAT 712.5 787.4 732.8 488.7 824.6 6.1
EPS (3 11.4 12.6 1.7 7.8 13.2
P/E (x) 43.4 39.3 42.2 63.3 37.5
Price/Book Value (x) 8.3 7.4 7.2 7.1 6.4
Mcap/Sales 3.8 3.1 3.3 3.7 3.0
RoE (%) 18.8 18.8 17.0 11.2 171
RoCE (%) 25.2 25.4 19.6 14.0 21.2

Source: Company, ICICI Direct Research
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Exhibit 1: Variance Analysis

Q4FY20 Q4FY20E Q4FY19 YoY (%) Q3FY20 QoQ (%) Comments

Revenue 22161 2777.9 2753.5 195 2269.9 24 Weakness in m(?ustnal segments coupled with lockdown in March
impact revenue in Q4FY20

Other Income 19.5 26.9 31.1 -37.2 24.0 -18.7

Raw Material Exp 1107.4 1311.2 1270.5 -12.8  1120.5 -1.2  Pricing pressure in cable business drags gross margin in Q4

Employee Exp 198.9 2445  221.7 -10.3  219.4 -9.3

Purchase of Traded goods 307.2 388.9  467.7 -34.3 256.1 20.0

Other expenses 357.3 505.6  478.7 -25.4  406.6 -12.1  Advertisement expenses decline ~230 bps YoY

EBITDA 2453 327.8 3149 -22.1 267.3 -8.2

. Decline in gross margin partailly arrested by saving in
0 - -

EBITDA Margin (%) 11 138 114 -37bps 1.8 -71bps advertisement expenses resulting in a minor drop in EBITDA margin

Depreciation 62.5 54.6 39.2 59.4 55.2 13.2

Interest 4.6 6.1 6.1 -25.1 5.3 -12.5

PBT 197.7 294.0  300.6 -34.2 2309 -14.4  Lower sales and sharp decline in other income result in lower PBT

Total Tax 20.5 76.4 100.0 -79.5 30.5 -32.7 Transition to new corporate rate tax

PAT 177.2  217.6  200.6 -11.7  200.4 -11.6

Key Metrics

Cable 6820 859.0 898.0 241 71121 42 The power cable bL.lSInESS wa§ hurT by industrial & infrastructure
slowdown and fall in commodity prices

. Switchgear segment recorded ~15% YoY growth in January-
Switch 351.1 413.6  408.3 -14.0 3713 -5.4
witehgear February 2020 but volume offtake was marred during lockdown
Pre-buying activities on fear of supply related issues drove Lloyd
/RO 0, H

ECD 918.0 1,098.5 1,065.2 138  881.9 a1 ?nd EC!J segments revenue up ~45% and 23% YoY, .resp.ectlv.ely,
in the first two months of Q4. However, lockdown situation hit
volume offtake later in March
Slowd i | estate and infrastructure i ted d d f

Lighting & Fixtures 265.0 406.9 369.5 -283 3820 -30.6 o vuownmnreaiestate andnirastiuciure impacted demand for

professional lighting categories

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

[ Crore) FY21E FY22E Comments
Old New % Change 0id New % Change

Revenue 10856.8 84772 (21.9) 122943 103755 (15.6) We cut our revenue estimate for FY21E considering 45 days
of sales loss

EBITDA 1257.3  807.8 (35.8) 1556.2 1279.5 (17.8)

EBITDA Margin (%) 16 9.5 -207bps 12.7 12.3 -37bps Lower-margln estlmate largely on account of Iovyer
operating leverage in the absence of volume during FY21

PAT 853.3  488.7 (42.7) 1070.0 824.6 (22.9)

EPS }) 13.7 7.8 (42.8) 171 13.2 (22.7)

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

Current Earlier Comments
FY19E FY20E FY21E FY22E FY21E FY22E

With FY21E likely to be impacted by Covid-19 related lockdown, a gradual recovery

0 - -
Cable Growth (%) 24.4 74 -121 198 48 may start from FY22E onwards backed by increase in government spending

Industrial switchgear segment likely to remain muted owing to slowdown in real
estate segment
Lower penetration, new launches coupled with rising aspiration level of middle class
to help drive performance of ECD segment

0 Lighting segment growth to be largely driven by LED fixtures. However, pricing
pressure remains in profession luminaries segments

Switchgear Growth (%) 12.1 5.1 -124 184 5.6
ECD Growth (%) 329 -3.7 -9.2 26.0 137

Lighting & Fixtures (%) 12.7 -13.2 49 219 127 11,

Source: Company, ICICI Direct Research

N
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Conference call highlights

Q4 commenced on a healthy note with January, February
witnessing healthy demand growth across all segments barring
cable. In the first two months of Q4, Lloyd, electrical consumer
durable (ECD) and switchgear segments recorded healthy growth of
45%, 15% and 23%, respectively. However, lockdown from the last
week of March hurt overall volume offtake for Havells and dragged
down revenues

According to the company, ex-Covid-19, Q4 could have grown 9%
YoY

Havells continuously saw sluggishness in demand for industrial
products category (largely B2B, 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

According to the company, barring seasonal products (such as fans
and air conditioners), channel partners have normalised inventory
level for other products like cable & wire, switchgears and lightings
The realignment of Lloyd distribution is in progress wherein the
company is focusing on distributors who can be associated with the
company for longer. Now modern trade contributes ~30-32% in
Lloyd sales

After relaxation from lockdown, rural and semi-urban areas (~60%
of total business) witnessed a slight pick-up in demand. However,
metro and urban areas are still under stress with limited business
activities

Products like fan, A/Cs, domestic wires and personal grooming
products are witnessing traction after relaxation from lockdown in
semi-urban areas. According to the management, post lockdown,
consumer category products would witness faster recovery in
demand than industrial products

The company has focused on increasing its collection to manage
working capital efficiently

During Q4, the company reduced advertisement and promotional
cost looking at lower demand. Havells has further guided that the
future capex and advertisement expenditure would largely be in line
with sales growth

ICICI Securities | Retail Research
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Financial story in charts
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Exhibit 5: EBITDA margin movement
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Exhibit 6: Recovery in sales and EBITDA to drive PAT
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Exhibit 7: Price chart
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Source: Capitaline, Company, ICICI/ Direct Research

Exhibit 8: Shareholding Pattern

(in %) Mar-19 Jun-19 Sep-19 Dec-19 Mar-20
Promoter 59.6 59.5 59.5 59.5 59.5
Fll 27.3 27.0 26.3 25.9 23.0
]| 3.9 2.6 2.2 2.0 3.2
Others 9.2 11.0 12.0 12.6 14.2

Source: Company, ICICI Direct Research
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Financial summary

Exhibit 9: Profit and loss statement I crore Exhibit 10: Cash flow statement < crore
Y ear End March FY 19 FY 20E FY 21E FY 22E @ (Y ear-end March) FY 19 FY 20E FY 21E FY 22E
Total Operating Ihcom 10067.8 9429.0 8477.2 10375.5 Profitafter Tax 787.4 732.8 488.7 824.6
Growth (%) -6.3 -10.1 22.4 Depreciation 149.4 217.9 228.9 280.1
Raw Material Expens: 4532.9 4389.6 3984.3 4876.5 CF before working cap chan 952.9 970.5 741.0 1117.2
Employee Expenses 837.3 899.6 929.2 1037.6 Netlincrease in Current Asst 775.0 197.2 168.2 -968.4
Marketing Expenses 384.3 320.9 233.4 352.8 NetlIncrease in Current Liabi 90.8 -211.3 -93.2 503.9
Other expenses 1375.0 1346.2 1395.3 1515.2
Operating Expenditure 8883.9 8401.8 7669.4 9096.0 CF from operating activities 1818.7 956.3 816.1 652.8
EBITDA 1183.9 1027.2 807.8 1279.5 (Purchase)/Sale of Liquid In\ 8.0 0.0 0.0
Growth (%) -13.2 -21.4 58.4 Others -554.5 -507.7 -200.0 -400.0
Other Income 127.8 112.0 98.5 116.9 (Purchase)/Sale of Fixed As -546.5 -507.7 -200.0 -400.0
Interest 16.1 19.7 23.4 12.5 CF from Investing Activities -414.2 -456.6 -250.0 -415.0
Depreciation 149.4 217.9 228.9 280.1 Proceeds frm Equity Shares 0.0 0.0 0.0
Less: Exceptional lten 0.0 0.0 0.0 0.0 Inc/(Dec)in Loan Funds -67.5 -40.5 60.0 -20.0
PBT 1146.2 901.5 654.0 1103.7 Others -350.4  -640.0 -452.0 -383.7
Total Tax 358.8 168.7 165.3 279.1
PAT 787.4 732.8 488.7 824.6 CF from Financing Activities -417.9 -680.5 -392.0 -403.7
Source: Company, ICICI Direct Research Net Cash flow 986.6 -180.8 1741 -166.0
Opening Cash 301.2 1287.8 1106.9 1281.0
Closing Cash 1287.8 1106.9 1281.0 1115.0
Source: Company, ICICI Direct Research
Exhibit 12: Key ratios  crore
(Y ear-end March) FY 19 FY 20E FY 21E FY 22EQ (Y ear-end March) FY 19 FY 20E FY 21E FY 22E
Equity Capital 62.6 62.6 62.6 62.6 Per Share Data
Reserve and Surplus 4129.7 4242.2 4302.4 4755.7 Reported EPS 12.6 11.7 7.8 13.2
Total Shareholders fu 4192.3 4304.8 4365.0 4818.3 Cash EPS 15.0 15.2 11.5 17.7
Total Debt 40.5 0.0 60.0 40.0 BV per share 67.2 69.0 70.0 717.2
Deferred Tax Liability 316.8 286.5 286.5 286.5 DPS 4.8 4.8 6.0 6.0
Operating Ratios (%)
Total Liabilities 4570.8 4704.2 4824.4 5257.7 EBITDA Margin (%) 11.8 10.9 9.5 12.3
PAT Margin (%) 7.8 7.8 5.8 7.9
Asset Turnover 2.2 2.0 1.8 2.0
Assets Debtors Turnover 15.4 9.6 15.0 32.0
Total Gross Block 3519.2 4176.4 4361.4 4711.4 Creditor Turnover 56.6 54.7 60.0 60.0
Less Acc. Depreciatic 855.5 1073.4 1302.3 1582.5 Return Ratios (% )
Net Block 2663.7 3103.0 3059.1 3128.9 RoE 18.8 17.0 11.2 17.1
Capital WIP 232.2 82.7 97.7 147.7 RoCE 25.4 19.6 14.0 21.2
Total Fixed Assets 2895.9 3185.7 3156.8 3276.6 RolC 29.7 21.0 15.6 22.7
Investment 491.21 67.29 81.78 73.67 Valuation Ratios
Inventory 1919.0 1871.9 1625.8 1989.8 EV /EBITDA 25.1 29.0 36.8 23.3
Debtors 424.2 248.9 348.4 909.6 P/E 39.3 42.2 63.3 37.5
Other Current Assets 188.8 2141 192.4 235.5 EV /NetSales 2.9 3.2 3.5 2.9
Cash 1287.8 1106.9 1281.0 1115.0 EV /NetSales 2.9 3.2 3.5 2.9
Total Current Assets 3819.7 3441.7 3447.6 4250.0 MarketCap /Sales 3.1 3.3 3.7 3.0
Price to Book Value 7.4 7.2 7.1 6.4
Total Current Liabilitie: 2555.0 2343.6 2250.5 2754.4 Solvency Ratios
Net Current Assets 1264.8 1098.1 1197.1 1495.6 Debt/Equity 0.0 0.0 0.0 0.0
Current Ratio 1.4 1.4 1.3 1.6
Total Assets 4570.8 4704.2 4824 .4 5257.7 Quick Ratio 0.3 0.3 0.3 0.6

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research
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Exhibit 13: ICICI Direct Coverage Universe (Consumer Discretionary)

CMP M Cap EPS (3 P/E (x) EV/EBITDA (x)  RoCE (%) RoE (%)

(3 TPQ Rating (3Cr) FY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22EFY20EFY 21EFY22EFY 20EFY 21EFY 22E
Asian Paints (ASIPAI) 1,531 1,900 Buy 1,46,823 29.9 32.5 38.6 51.2 47.1 39.7 36.3 33.1 27.9 30.7 315 335 26.6 26.3 27.8
Astral Polytecnik (ASTF 886 1,075 Buy 13,349 18.2 19.8 25.0 48.7 44.7 354 31.3 27.7 23.0 215 22.3 236 17.9 16.6 17.8
Havells India (HAVIND) 497 575 Buy 31,008 11.7 7.8 13.2 42.3 63.4 37.6 29.0 36.8 23.3 19.6 14.0 21.2 17.0 11.2 17.1
KansaiNerolac (KANNE 360 415 Buy 19,401 9.9 7.8 10.4 36.2 46.1 34.6 26.6 31.2 24.1 17.6 145 17.9 14.1 11.1 13.7
Pidilite Industries (PIDINI 1,351 1,485 Buy 69,263 25.0 26.7 31.3 54.0 50.6 43.2 37.9 358 30.5 32.7 30.6 30.9 26.6 24.5 24.6
Supreme Indus (SUPINC 917 1,040 Buy 11,648 38.5 38.8 47.3 23.8 23.6 19.4 13.6 12.4 10.2 22.9 23.1 25.0 21.2 19.5 21.0
Voltas Ltd (VOLTAS) 467 535 Hold 15,445 16.6 17.6 21.4 28.1 265 21.8 21.1 21.0 16.9 21.1 19.6 21.7 14.8 141 15.9

Source: Company, ICICI Direct Research

Sector /Company

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%
ICICI direct u,\x::} INO 1 ‘
In.cu«vvrvu'o‘::rul Fingertips | BHQE{ER \ ;
ICICI Securities Ltd. FISTARMINE ¥ 1
‘ @l‘;‘awst»\-.wa'd 2012 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

ICICI Securities | Retail Research 8
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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 — INHO00000990. 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
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such

jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come
are required to inform themselves of and to observe such restriction
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