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Consumer segments leads recovery... “ HAVELLS

Havells’ consumer segments (~70% of sales) saw a notable recovery post

easing of restrictions but performance of industrial/institutions segments m

(~30% of sales) were challenging due to lockdowns. The company posted Particular Amount
~60% recovery in May 2020 while sales in June 2020 increased 4% YoY led Market Capitalization (3Cr) ~ 35,936.6
by strong demand recovery in consumer business, which grew 12% YoY Total Debt (FY 20) (XCr) 0.0
during the same month. Growth in June was largely attributable to pent up Cash and Inv (FY 20) (XCr)  1,106.9
demand, strong supply chain and market share gains in the consumer facing EV (XCr) 34,829.7
business. The unorganised/regional players have lost market share due to 52 "_"eek H_/L 807 /458
. - . Equity capital (ZCr) 62.6
supply constraints coupled with labour related issues. On the cost front, Face value (3 10
decline in gross margin by partially arrested by saving in advertisement cost ' :
and employee cost during the period. As a result, EBITDA margins were at
8.8% better than our estimate of 4% during Q1FY21. The company has
availed its credit lines to raise debt of about ¥ 870 crore to fund short term
working capital requirements, leading to ¥ 17 crore of interest cost during ® Business recovery of 60% YoY
Q1FY21. Finally, PAT came in at ¥ 63 crore much ahead of our estimate of in May; June sales rose to 4%.
Z 19 crore in Q1. We maintain our positive stance on the stock given its long Lloyd achieved 80% of revenue
term strategy to expand through new production addition into consumer in May, and grew 8% in June
space along with increasing rural reach. We raise our FY21, FY22 earnings YoY
estimates by ~2%, 9%, respectively. o Frequent lockdown by local
Havells down 43% YoY, Lloyd’s down 53% in Q1 authorities may delay recovery
process
Havells core business i.e. cable, switchgear, ECD, lighting segment saw
revenue decline of 41%, 44%, 46%, 45% YoY, respectively, amid pandemic ® Sharp cut in advertisement,
related lockdown. However, Lloyd business saw a sharp drop in sales by employee and other costs
53% YoY mainly due to washout of peak season sales for ACs. According to during Q1FY21

the management, frequent regional disruption and shutdowns may delay
the demand recovery. Havells derives 40% of its sales from Metro and tier1
cities, which are facing intermediary lockdowns due to pandemic.

® |Increase in NWC days from 26
days in Q1FY20, to 48 days in
Q1FY21 due to higher creditor

Significant cost savings help restrict fall in margin days

Gross margins fell ~270 bps YoY mainly due to change in mix and delay in ®  Revise rating from BUY to HOLD
passing on higher raw material prices. However, sharp fall in advertisement
expenditure (0.4% in Q1FY21 vs. 5% in Q1FY20), 44% and 27% YoY decline

in employee cost and other expenditure during Q1FY21, restricted fall in Sanjay Manyal =

EBITDA margin to 8.8%. The management expects a recovery in sales to sanjay.manyal@icicisecurities.com

lead to improvement in margin, going forward. Hitesh Taunk

. hitesh.taunk@icicisecurities.com
Valuation & Outlook
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We revise our FY21E, FY22E earnings estimates by 2%, 9%, respectively,
factoring in Q1FY21 performance and outlook. However, a delay in recovery
due to intermediary lockdowns and negative cashflow from operations due
to increase in working capital days weigh on valuation. We revise our rating
from BUY to HOLD with a target price of ¥ 630/share.

Key Financial Summary

ZCrore FY18 FY19 FY20 FY21E FY22E CAGR (FY20-22E)
Net Sales 8138.5 10067.8 9429.0 8889.5 10985.3 7.9
EBITDA 1049.2 1183.9 1027.2 878.2 1380.7 15.9
EBITDA Margin (% ) 12.9 11.8 10.9 9.9 12.6
PAT 712.5 787.4 732.8 500.4 898.8 10.7
EPS (3 11.4 12.6 11.7 8.0 14.4
P/E (x) 50.4 45.6 49.0 71.8 40.0
Price/Book Value (x) 9.6 8.6 8.3 8.2 7.3
Mcap/Sales 4.4 3.6 3.8 4.0 3.3
RoE (%) 18.8 18.8 17.0 11.4 18.3
RoCE (%) 25.2 25.4 19.6 14.3 22.6

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

Q1FY21 1FY21EQ1FY20 YoY (%) Q4FY20 Qo0Q (%) Comments
Revenue 1479.1 1289.5 2712.5 -45.5 2216.1 -33.3 Lower sales attributable to lockdown
Other Income 32.2 34.6 39.7 -18.9 19.5 65.2
Raw Material Exp 788.1 631.9 12767  -38.3 1107.4  -28. Crangein mix and delay in passing on raw material
prices drags gross margin lower by 270 bps YoY
Employee Exp 176.5 193.4 241.3 -26.8 198.9 -11.3
Purchase of Traded goo 178.0 154.7 422.2 -57.8 307.2 -42.1
. . 0 o
Other expenses 2057 257.9 4962  -58.5 3573  -42.4 S?‘F’irzt'feme"texpenses declined by ~96% Y oY 6% in
EBITDA 130.9 51.6 276.2 -52.6 245.3 -46.7

Decline in gross margins was partailly arrested by saving
EBITDA Margin (% ) 8.8 4.0 10.2 -133 bps 11.1 -222 bps in advertisemnt expenses. However low opearting
leverage drgas EBITDA margin down by 133 bps Y oY

Depreciation 60.4 59.8 46.9 28.8 62.5 -3.4

Interest 16.7 0.9 47 254.2 46 263.5 Intere.st cost.due to short term debt raised to fund
working capital need

PBT 86.0 255 2643 675 197.7 56.5 Lower sales and sharp decline in other income resulted in
lower PBT

Total Tax 22.6 6.4 89.8 -74.8 20.5 10.2

PAT 63.3 19.1 174.4 -63.7 177.2 -64.3

Key Metrics

Cable 4610 3159 7785 408 682.0 324 !.owe.r cable demand on account of account of lockdown
in various states and

Switchgear 1900 157.4 342.0 444 3511 .45.9 Inte.rm|da|ry lockdow ns impacted demand recovery in the
switchgear segment
ECD business has witnessed smartrecovery post

ECD 608.1 676.3 1,214.0 499 918.0 .33.8 rela.xatlon from.lo.ckdown in June'20, however Lloyd
business remain impacted due to washout of peak
season sales amid lockdowns

Lighting & Fixtures 138.0 139.9 250.0 -44.8 382.0 -63.9 Institutional sales severaly impacted by lockdown

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

(RCrore) FY21E FY22E Comments
Old New % Change oild New % Change
Revenue 8477.2 88895 49 10375.5 10985.3 Slightcha.nge in estmate given better the expected
reocvery in Q1FY 21
EBITDA 807.8 878.2 8.7 1279.5 1380.7 7.9
EBITDA Margin (% ) 9.5 9.9 38bps 12.3 12.6 24bps
PAT 488.7 500.4 2.4 824.6 898.8 9.0
EPS (3 7.8 8.0 2.4 13.2 14.4 9.0

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

Current Earlier Comments
FY19EFY20E FY21E FY22EFY21E FY22E
While FY 21E likely to be impacted by covid-19 related lockdown, the
Cable Growth (%) 244 -74 -11.0 21.0 -12.1 19.8 gradaulrecovery would start from FY 22E onwards backed by increase
in government spending
Industrial switchgear segment likely to remain muted ow ing to slowdown
in the real estate segment
Lower penetration, new launches coupled with rising aspiration level of
middle class would help drive performance of ECD segment

Switchgear Growth 12.1 -5.1 -11.3 18.2 -12.4 18.4
ECD Growth (%) 329 -3.7 -86 295 -9.2 26.0

Lighting segment grow th to be largely driven by LED fixtures. However,

Lighting & Fixtures (¢ 12.7 -13.2 -3.7 216 -49 219 " . L . L
pricing pressure remains in professional luminaries segments

Source: Company, ICICI Direct Research
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Conference call highlights

The company witnessed a strong demand recovery in June 2020
under its consumer product portfolio. All manufacturing units
resumed production with government guidelines

Market share gains in almost all product categories due to its strong
supply chain management, gaining market share from unorganised
categories

Lloyd business has reported good business recovery post opening
up new plant in Rajasthan. The company has launched a refrigerator
under its new product categories

The company would outsource manufacturing of other products in
the Lloyd brand barring AC. The future capital expenditure in the
Lloyd would not be more than ¥ 250 crore in the near term

Also, 5% of topline is linked with Chinese imports

Online sales are ~3% of overall sales and are growing rapidly

The dealer inventory has declined significantly due to sharp demand
in the secondary sales. Secondary sales were higher than primary
sales

The net working capital cycle increased to 48 days in Q1FY21 from
26 days in Q1FY20, mainly due to sharp decline in the creditor days
on account of ontime payment to suppliers. The management
believes this will bring normalcy once plant utilisation improves
The company registered negative cash flow operations due to
stretched working capital requirements. Credit line of ¥ 870 crore has
been availed during the quarter. The loan will be repaid in the
coming two quarters with improvement in plant utilisation

The company has started focusing on rural markets (with population
below ~50000) as these regions are less affected by Covid-19.
Currently, these regions contribute 1.5-2% of company’s overall sale
The company did not see any downgrading in consumer product
categories. However, according to the company, sales of premium
products category has improved as people are preferring quality
products due to working from home

On the regions front, performance of south and eastern regions was
strong compared to other regions, which were largely impacted by
lockdown

ICICI Securities | Retail Research
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Financial story in charts

Exhibit 4: Recovery in consumer business to help drive overall sales
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Exhibit 5: EBITDA margin movement
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Exhibit 6: Recovery in sales, EBITDA to drive PAT
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Exhibit 7: Price chart
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Exhibit 8: Shareholding Pattern

(in %) Jun-19 Sep-19 Dec-19 Mar-20 Jun-20
Promoter 59.5 59.5 59.5 59.5 59.5
Fll 27.0 26.3 25.9 23.0 21.9
] 2.6 2.2 2.0 3.2 3.0
Others 11.0 12.0 12.6 14.2 15.6

Source: Company, ICICI Direct Research
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Financial summary

Exhibit 9: Profit and loss statement

Y ear End March FY 19
Total Operating Incom 10067.8
Growth (%)

Raw Material Expens: 4532.9
Employee Expenses 837.3
Marketing Expenses 384.3
Other expenses 1375.0
Operating Expenditure 8883.9
EBITDA 1183.9
Growth (%)

Other Income 127.8
Interest 16.1
Depreciation 149.4
Less: Exceptional lten 0.0
PBT 1146.2
Total Tax 358.8
PAT 787.4

FY 20
9429.0
-6.3
4389.6
899.6
320.9
1346.2
8401.8
1027.2
-13.2
112.0
19.7
217.9
0.0
901.5
168.7
732.8

FY 21E
8889.5
-5.7
4267.0
923.5
219.7
1366.6
8011.3
878.2
-14.5
98.5
68.2
240.0
0.0
668.6
168.1
500.4

I crore

FY 22E

10985.3

23.6
5163.1
1098.5

4217.17
1684.4
9604.6
1380.7

57.2

116.9

36.2

263.6

0.0
1197.8
298.9
898.8

Source: Company, ICICI Direct Research

Exhibit 11: Balance sheet < crore

(Year-end March) FY 19
Equity Capital 62.6
Reserve and Surplus 4129.7
Total Shareholders fu 4192.3
Total Debt 40.5

Deferred Tax Liability 316.8
Total Liabilities 4570.8
Assets

Total Gross Block 3519.2
Less Acc. Depreciatic 855.5
Net Block 2663.7
Capital WIP 232.2
Total Fixed Assets 2895.9
Investment 491.21
Inventory 1919.0
Debtors 424.2
Other Current Assets 188.8
Cash 1287.8
Total Current Assets 3819.7
Total Current Liabilitie: 2555.0
Net Current Assets 1264.8
Total Assets 4570.8

FY 20
62.6
4242.2
4304.8
0.0
286.5

4704.2

4176.4
1073.4
3103.0
82.7
3185.7
67.29
1871.9
248.9
2141
1106.9
3441.7

2343.6
1098.1

4704.2

FY 21E

62.6
43141
4376.7
358.0
286.5

5134.1

4361.4
1313.4
3047.9
97.7
3145.6
81.78
1826.6
438.4
201.8
553.6
3020.4

1502.4
1518.0

5134.1

FY 22E
62.6
4841.7
4904.3
158.0
286.5

5461.7

4711.4
15771
3134.3
147.7
3282.0
73.67
2167.0
541.7
249.4
946.0
3904.1

2209.8
1694.2

5461.7

ICICI Direct Research

Exhibit 10: Cash flow statement < crore
(Y ear-end March) FY 19 FY20 FY21E FY22E
Profit after Tax 787.4 732.8 500.4 898.8
Depreciation 149.4 217.9 240.0 263.6
CF before working cap chan 952.9 970.5 808.6 1198.7
Net Increase in Current Asst 775.0 197.2 -132.0 -491.3
Net Increase in Current Liabi 90.8 -211.3 -841.2 707.4
CF from operating activities 1818.7 956.3 -164.6 14148
(Purchase)/Sale of Liquid In\ 8.0 0.0 0.0 0.0
Others -554.5 -507.7 -200.0 -400.0
(Purchase)/Sale of Fixed As -546.5 -507.7 -200.0 -400.0
CF from Investing Activities -414.2  -456.6 -250.0 -415.0
Proceeds frm Equity Shares 0.0 0.0 0.0 0.0
Inc /(Dec) in Loan Funds -67.5 -40.5 358.0 -200.0
Others -350.4 -640.0 -496.7 -407.4
CF from Financing Activities -417.9 -680.5 -138.7 -607.4
Net Cash flow 986.6 -180.8 -553.3 392.4
Opening Cash 301.2 1287.8 1106.9 553.6
Closing Cash 1287.8 1106.9 553.6 946.0
Source: Company, ICICI Direct Research

Exhibit 12: Key ratios X crore

(Y ear-end March) FY 19 FY 20 FY 21E FY 22E
Per Share Data

Reported EPS 12.6 1.7 8.0 14.4
Cash EPS 15.0 15.2 11.9 18.6
BV per share 67.2 69.0 70.2 78.6
DPS 4.8 4.8 6.0 6.0
Operating Ratios (% )

EBITDA Margin (% ) 11.8 10.9 9.9 12.6
PAT Margin (%) 7.8 7.8 5.6 8.2
AssetTurnover 2.2 2.0 1.7 2.0
Debtors Turnover 15.4 9.6 18.0 18.0
Creditor Turnover 56.6 54.7 30.0 40.0
Return Ratios (% )

RoE 18.8 17.0 11.4 18.3
RoCE 25.4 19.6 14.3 22.6
RolC 29.7 21.0 13.3 23.2
Valuation Ratios

EV /EBITDA 29.3 33.9 40.7 25.5
P/E 45.6 49.0 71.8 40.0
EV /NetSales 3.4 3.7 4.0 3.2
EV /Net Sales 3.4 3.7 4.0 3.2
Market Cap / Sales 3.6 3.8 4.0 3.3
Price to Book Value 8.6 8.3 8.2 7.3
Solvency Ratios

Debt/Equity 0.0 0.0 0.1 0.0
Current Ratio 1.4 1.4 2.9 2.1
Quick Ratio 0.3 0.3 0.7 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 TP(Q Rating (ICr) FY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22EFY20EFY21EFY22E
Asian Paints (ASIPAI) 1,759 1,900 Hold 1,68,688 29.0 21.8 32.6 60.7 80.8 53.9 38.9 45.6 329 27.4 19.4 26.9 305 22.6 31.0
Astral Polytecnik (ASTF 920 900 Hold 13,861 16.6 14.2 20.0 55.5 64.6 459 27.8 30.4 23.3 205 16.3 20.2 16.6 12.6 15.4
Amber Enterprises (AM 1,478 1,565 Hold 4,648 52.2 15.1 549 283 97.8 269 15.7 22.2 123 143 7.3 157 145 4.4 137
Bajaj Electricals (BAJEL 437 495  Buy 4968 0.0 4.1 148 NM106.7 29.6 26.1 26.3 15.0 84 6.7 134 45 4.2 102
Berger Paints (BERPAI) 522 570 Hold 50,697 6.8 6.0 10.0 77.3 87.1 52.1 46.9 51.1 33.7 26.6 21.5 31.9 24.7 194 27.7
Essel Propack (ESSPRC 199 190 Hold 5518 6.7 6.0 7.9 29.7 33.2 252 103 10.0 8.4 156 13.9 159 143 11.5 14.2
Havells India (HAVIND) 576 630 Hold 35937 11.7 8.0 14.4 49.0 71.8 40.0 33.9 40.7 255 19.6 143 226 17.0 11.4 183
Kansai Nerolac (KANNE 436 415 Buy 23,497 9.9 7.8 10.4 439 558 419 26.6 31.2 24.1 17.6 145 17.9 141 11.1 13.7
Pidilite Industries (PIDINI 1,353 1,485 Hold 69,366 21.9 18.3 26.2 61.8 73.8 51.6 44.7 51.5 37.0 31.0 24.4 326 26.1 19.8 26.6
Polycab India (POLI) 804 950 Buy 11,970 51.4 422 554 156 19.0 145 10.7 13.4 9.8 26,5 16.8 22.2 20.0 13.9 17.0
Supreme Indus (SUPINC 1,221 1,245 Hold 15,510 36.8 28.4 415 31.8 41.2 28.2 18.0 20.8 15.6 225 17.5 22.3 20.7 15.3 20.1
Symphony (SY MLIM) 846 1,055 Buy 5918 26.0 23.7 35.1 325 35.7 24.1 28.9 32.1 20.6 28.8 23.9 319 29.0 22.7 289
Time Techno (TIMTEC) 39 42  Hold 882 75 32 9.0 52 123 43 3.1 44 28 125 7.1 131 93 4.0 107
V-Guard Ind (VGUARD, 164 210 Buy 6,981 44 35 5.1 37.7 46.4 32.2 29.6 356 24.8 24.8 19.1 239 18.6 145 18.2
Voltas Ltd (VOLTAS) 580 635 Buy 19,183 158 9.5 21.4 36.8 61.1 27.1 25.1 46.0 203 19.5 11.2 20.1 13.0 7.2 149

Sector /Com pany

Source: Company, ICICI Direct Research
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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

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
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