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Demand slowdown, high inflation weigh on Q3... 31500 - 2%
27000

In Q3FY22, I|-direct consumer discretionary universe is likely to report 29500

revenue growth of ~10% YoY driven by price hikes in the range of 7-20%. 18000

The aggressive price hikes and higher base (due to strong pent up demand 23500

in Q3FY21) would restrict volume offtake in rural & semi urban regions. On Soom0

the fast moving electrical goods (FMEG) front, demand slowdown was "V

. . K e . 4500

witnessed in the air conditioners and small appliances (such as water

heater) categories mainly due to untimely rains in the various geographies. 0 e -~ o~ w

Under our coverage universe, Voltas is likely to be adversely impacted with S & & & o

RAC volume de-growth of 20% YoY in Q3FY22. Other FMEG companies 8 3 58 3 3

such as Bajaj Electricals, Crompton Greaves Consumer are also likely to
I Revenue EBITDA Margin PAT Margin

report volume de-growth of 7-8% mainly due to higher base and delayed
offtake of winter products. On the piping front, PVC piping demand was
. . P . p . piping . p_p g ! EBITDA margin (%) movement
impacted in rural regions primarily due to sharp price hikes. On the paints FRITDA
front, we believe, despite a higher base, paint companies are likely to report e 0321 0421 Q122 0222 Q322
o . . e , :

volume growt_h of 7_-8 %o mainly due to pre-buying activity at o!ealer s front in Asian Paints 263 198 164 127 172
the fear of price hikes. Our dealer check suggests companies have taken 5 .

. . . . ! erger Paints 196 166 13.3 159 16.5
price hikes in the range of 13-15% in November-December 2021 to partially .

. . . . Kansai Nerolac  19.7 153 144 10.8 15.0

offset higher raw material costs. While the YoY numbers are likely to be Pidite Ind 279 06 179 208 210
muted, sequentially companies are expected to see an improved ' ‘ ' : !

L . S Ihd 218 245 165 161 16.0
performance backed by pricing action taken over the last few months. upreme
Astral Poly 214 226 185 183 180

Lower EBITDA margin amid input cost pressure Havells 160 152 136 138 143

Bajaj Ele 98 58 01 72 19
The EBITDA margin of the coverage universe is likely to see a decline of CGCEL 148 150 11.9 155 152
462 bps YoY mainly due to unfavourable base and higher raw material V-guard 13.8 129 81 105 110
prices. Prices of key raw material such as TiO2, VAM, PVC have almost Voltas 73 125 76 76 6.3
doubled from the base period, which has dented gross margins of the Overall 200 173 13.8 139 153

companies. While the companies have already initiated price hikes, the

actual impact of this hike will be visible from Q4FY22 onwards. Under our [T TRt T e e
coverage universe paint and adhesive companies are likely to witness companies

higher decline in EBITDA margin to the tune of 310-900 bps YoY mainly to
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unfavourable base and delay in price hikes. 120
100

. . 80

PAT decline seen at 18% for coverage universe =60
In Q3FY22, CD coverage universe is likely to report a drop in bottomline by gg

18% YoY mainly due to lower EBITDA margin and significant higher base of 0

Q3FY21. Under the coverage universe, Asian Paints, Voltas and Supreme = 5 8 N
Industries are expected to report a fall in bottomline of 22-25% YoY. % % % %
Exhibit 1: Estimates for Q3FY22E: (Consumer Discretionary) (X crore) MAsan  MKansai
Company Revenue  Change (%) EBITDA Change (%) PAT Change (%)
Q3FY22E  YoY Qo0 Q3FY22E YoY Qo0 Q3FY22E  YoY  Qol
Asian Paints 7,784.2 147 97 1,338.9 -25.1  48.0 9210 212 522 gyniay Manyal
Berger Paints 24251 145 9.0 4001 36  13.0 2544 15 181 oo el @icicisecurities.com
Kansai Nerolac 16363 111 1.6 2447 -15.6  48.6 160.7 -204  63.1
Pidilite Industries 26171 138 -04 550.5 -14.1 0.2 35 -168 1.1
Supreme Industries 1,957.8 62 15 3126 -222 0.6 2343 -25.0 2.4  Hitesh Taunk
Astral Ltd 1,057 165 -94 1882 -20 -11.0 1193 37 -16.7 hiteshtaunk@icicisecurities.com
Havells 34504 93 74 493.0 3.0 111 3404 -25 129
Crompton Greaves Con 1,433.8 6.3 3.5 217.9 8.9 1.8 161.8 7.1 1.9
Bajaj Electricals 1,571.8 48 207 1248 -154 323 87.4 -11.0  39.8
V-Guard Industries 891.1 67 -1.8 98.0 -152 33 68.8 -12.1 159
Voltas Ltd 1,774 109 5.2 1124 -23.0 -13.0 106.1 -17.5 1.7
Total 265906 9.6 62 4,081 -158 17.6 2,858 -17.6  19.9

Source: Company, ICICI Direct Research
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Exhibit 2: Company Specific Views (Consumer Discretionary)
Company Remarks

Despite a higher base, Asian Paints is likely to report consolidated revenue growth of
15% YoY to I 7784 crore supported by 8% volume growth in Q3FY22E. We believe
inventory build-up at dealer level in the fear of price hike and supply disruptions will
drive the volume uptick during Q3FY22. Further aggressive price hikes by paint
companies in the middle of the quarter will help drive realisation up 6-7%. EBITDA
margin is likely to decline 914 bps YoY to 17.2% (+445 bps QoQ) due to higher base
and delay in price hikes. As a result, PAT may see a decline of 27% YoY (up 52% QoQ)
to ~ ¥ 921 crore

Asian Paints

Consolidated sales of Berger Paints are likely to increase ~14% YoY to ~I 2425 crore
supported by ~7% YoY volume growth in Q3FY22. We believe, despite a higher base,
new product launches & inventory build-up at dealer's end amid fear of price hikes
drove volumes in Q3FY22. On the margin front, EBITDA margins are likely to contract
310 bps YoY to 16.5% mainly due to higher base and spike in raw material cost. As a
result, PAT is likely to decline 7.5% YoY to ~% 254 crore

Berger Paints

Kansai is likely to report revenue growth of ~11% YoY to ¥ 1636 crore supported by
decorative segment volume growth of 5% YoY in Q3FY22. We believe the tepid demand
of industrial paints (mainly automotive) is likely to delay overall volume recovery for the
company. On the margin front, EBITDA margin is likely to decline 472 bps YoY (+412
bps QoQ) to ~15% mainly due to higher base and increased raw material cost. As a
result, PAT is likely to decline ~20% YoY (up 63% QoQ) to X 161 crore

Kansai Nerolac

Pidilite is likely to report consolidated revenue growth of 14% YoY to ~% 2617 crore in
Q3FY22 supported by 15% revenue growth in consumer & bazaar segment to I 2128
crore. Further, B2B business is likely to grow 8% YoY to T 514 crore largely on a

Pidilite Industries favourable base. EBITDA margin is likely to see a sharp contraction of 684 bps YoY to
21% mainly due to higher raw material prices. The key raw material 'VAM' prices have
almost doubled on a YoY basis. The company, therefore, is likely to report a decline in
PAT by ~17% YoY to ~% 372 crore

Supreme's revenue is likely to grow at slower pace of 6% YoY to —% 1958 crore
supported by higher realisations (up 16% YoY). We believe the piping volume offtake
has been hit by lower agri demand and slower offtake by dealers in anticipation of
softening of raw material prices. The piping segments is likely to grow 10% YoY to ¥
1250 crore supported by ~20% increase in realisations. EBITDA margin is likely to
decline ~580 bps YoY to 16% mainly due to low operating leverage. As a result, PAT
may see a decline of 25% YoY to T 234 crore

Supreme
Industries

Astral's consolidated sales is likely to increase ~17% YoY to —% 1046 crore in Q3FY22
largely driven by price hikes and dealer additions (in the adhesive business). Piping
segment is likely to report revenue growth of 14% YoY to % 768 crore led by price hike

Astral of 12%. Adhesive segment revenues are likely to increase 20% YoY to ¥ 270 crore in
Q3FY22 supported by dealer additions. We believe EBITDA margin will decline ~340
bps YoY to 18% due to higher raw material costs. As a result, PAT is likely to decline
4% YoY to X 119 crore

Havell's topline is likely to increase 9% YoY to ¥ 3459 crore supported by price hikes
and new product launches under the Lloyd brand. Despite on a higher base, Lloyd
business is likely to grow by 12% YoY to ¥ 572 crore supported by new product
launches and dealer additions. We believe wire & cable and switchgear segment

Havells India revenues are likely to grow by 12% and 10% YoY, respectively, supported by a revival
in real estate demand. The EBITDA margin is likely to decline 180 bps YoY to 14%
mainly due to higher raw material costs and delay in price hike. As a result, Havells is
likely to report a marginal bottomline drop of 2.5% YoY to ¥ 340 crore in Q3FY22
CGCEL's Q3FY22 revenue is likely to increase 6% YoY to X 1434 crore supported by YTD
price hike of 12-15%. New launches and upgradation of home appliances amid change

Crompton in consumer behaviour is likely to drive demand. Better product mix coupled with price

Greaves . . L ;

Consumer hikes to offset raw material cost pressure. However, EBITDA margin is likely to remain

flat at 15% on a YoY basis due to low operating leverage. Finally, PAT is likely to
increase 7% YoY to T 162 crore supported by savings in interest outgo

BEL is likely to post consolidated revenue growth of ~5% YoY in Q3FY22 to ¥ 1572
crore supported by its consumer durable segments. Despite higher base, the consumer
durable segment is likely to see revenue growth of 8% YoY to ¥ 1241 crore mainly
driven by YTD price hike of 15% YoY. However, the project business may see fall in
revenue by ~5% to ¥ 331 crore, in line with company's strategy to rationalise its order
book. The EBITDA margin is likely to decline 189 bps YoY to 7.9% mainly due to higher
base and low operating leverage. Finally, PAT is likely to see a decline of 11% YoY to
~X 87 crore on YoY basis

Bajaj Electricals

Source: Company, ICICI Direct Research
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Exhibit 3: Company Specific Views (Consumer Discretionary)

V-Guard is likely to report sales growth of ~7% YoY to ¥ 891 crore largely driven by
price hikes. The consumer durable segment revenue is likely to increase by 12% YoY to
% 295 crore largely on account of new launches and a favourable base. Electricals
V-Guard sales are likely to see a price led growth of 7% to ¥ 388 crore. The electronic segment
sales are likely to remain flat at ¥ 208 crore. Higher raw material prices and delay in
price hikes are likely to weigh on margin as the same is likely to decline by ~284 bps
YoY to 11%. As a result, PAT may see a decline of 12% YoY to ~% 69 crore in Q3FY22

Voltas' consolidated revenue for Q3FY22 is likely to decline 11% YoY to % 1777 crore
mainly due to higher base and lower volume offtake of room ACs. Unitary Cooling
Product (UCP) division revenues are likely to decline ~10% YoY to ¥ 890 crore mainly
due to higher base and ease in demand post Diwali. The EMPS and EPS segment
revenues are also likely to decline 13% and 5% YoY, respectively, on a high base. A
sharp rise in input costs and restoration of key operating costs is likely to result in 100
bps YoY fall in EBITDA margin to 6.3%. Finally, lower sales and EBITDA margin are likely
to drag PAT lower by 18% YoY to ¥ 106 crore

Voltas

Source: Company, ICICI Direct Research
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Exhibit 4: Valuation Matrix

RoCE (%)
FY21 FY22E FY23E FY24E FY21 FY22E FYZ3E FY24E FY21 FY22E FY23E FY24E FY21 FY22E FY23E FY24E FY21 FY22E FY23E FY24E

CMP
]
Asian Paints (ASIPAI) 3,576
Berger Paints (BERPAI) 790
Kansai Nerolac (KANNER) 597
Pidilite Industries (PIDIND) 2,723
Bajaj Electricals (BAJELE) 1,274
Crompton Greaves(CROGR 444
Havells India (HAVIND) 1,368
V-Guard Ind (VGUARD) 219
Voltas Ltd (VOLTAS) 1,210
Supreme Indus (SUPIND) 2,196
Astral Polytecnik (ASTPOL 2,436

Sector / Company

Source: Company, ICICI Direct Research

TPR) Rating
3425  Buy
845  Hold
630  Buy
2,640  Hold
1,280  Buy
525  Buy
1,545  Buy
310 Buy
1,375  Hold
2,740  Buy
2,375 Hold

ICICI Securities | Retail Research

M Cap
RCr)
3,42,938

76,725

32,174
1,38,274

14,594

21,830

85,350

9,380

42,003

21,895

48,935

33.4

14
10.2
22.2
16.5

9.8
16.7

47
16.0
71.0
20.3

EPS ()

283
11
9.0

233

2.7
9.1

20.6
5.0

19.8

67.6

233

40.6
10.1
133
29.1
32.9
11.6
2.1

6.9
252
80.7
30.6

52.3
12.9
15.6
35.2
38.3
13.1
28.9

18
3.3
91.1
38.3

106.9
106.6
58.2
122.8
7.2
45.1
82.1
46.5
79.4
285
119.9

P/E (x)

126.2
103.0
66.1
116.8
61.5
48.9
66.5
44.1
64.0
32.5
104.6

88.1
8.3
45.1
93.5
38.7
38.3
55.3
31.9
50.4
21.2
79.5

68.4
61.1
38.2
7.4
33.3
339
41.3
28.2
38.2
24.1
63.6

69.7
64.4
31.6
82.0
48.9
31
53.7
29.2
64.8
21.1
5.3

EV/EBITDA (x)

81.8
63.2
42.2
76.7
40.8
36.4
44.9
29.2
56.2
23.6
66.7

58.9
49.9
29.8
63.2
21.9
29.1
3.4
2.1
44.7
19.5
51.8

46.1
39.7
25.3
52.9
24.7
2.1
319
19.9
36.4
171
42.2

29.6
24.9
17.6
23.8
15.1
34.4
24.9
23.9
15.0
3.1
215

25.0
25.2
15.7
21.6
18.8
36.0
215
3.2
18.5
2.7
28.1

33.0
30.9
20.8
26.1
24.9
41.5
30.9
282
20.8
21.3
31.9

38.5
34.9
2.3
30.5
241
41.5
329
28.1
21.8
21.6
3.1

25.0
21.3
13.7
2.2
10.7
31.9
20.1
16.7
10.6
30.9
21.5

RoE (%)

211
21.0
121
18.3
149
285
229
17.6
13.6
24.4
21.8

21.9
25.6
16.0
21.9
19.7
321
255
21.9
15.4
25.1
24.5

321
28.6
16.9
25.5
19.1
32.3
26.8
21.8
17.5
25.0
25.3
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RATING RATIONALE

ICICI Direct endeavours 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%
‘ﬂlCICIu';/r-('[('un:: 1 |
r».:um-nn,n,:::m Fingertips | BHOI\{ER .
ICICI Securities Ltd. FS sTARMINE K |
E—";“s-vst»\‘.‘.‘a'd 2012 L:
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

I/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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst 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

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, 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
simul ly, 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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