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V-Guard Industries

Growth momentum maintained with strong margin
delivery as well; reiterate BUY

Result Synopsis

VGRD reported better than expected revenue growth of 23.7% beating estimates for 3™
consecutive quarter. The growth was driven by a strong performance in consumer durables and
electrical segments which grew 32.3% and 32.5% respectively. The company has now started
to deliver on the margin front as well despite continued commodity price inflation. The company
is confident of growth momentum continuing in Q1FY23 onwards and on margin front, they
expect to achieve double-digit EBITDA margins assuming the worst of commodity inflation is
behind them. Current high levels of inventory are also likely to get normalized by Q2FY23 as
inventory has already started to reduce from May. Moreover, the company is also looking to
increase in-house manufacturing which is expected to increase efficiencies and reduce supply-
chain shocks that it encountered in the past. Considering the above reasons and recent
outperformance in terms of revenue growth, we continue to maintain our positive stance on the
stock and our BUY rating.

We believe VGRD’s brand strength, investments in own manufacturing and increased
distribution in non-South markets are now paying rich dividends with Southern market also
gaining traction after a lull of couple of years. This improvement in execution and growth
trajectory company should now start commanding higher valuation multiples. We have
upgraded our EPS in FY23 and FY24 by 8.5% and 5.8% respectively and now build-in FY22-24E
Revenue/EBITDA/PAT CAGR of 13%/20%/20% with a revised PT of Rs293 and continue to
value company at 40x FY24 EPS and maintain our BUY rating. Consistent delivery and margin
improvement would be key for further earnings upgrades.

Result Highlights

= Quarter summary - Strong Q4 growth has been aided by traction in consumer durables
and electrical segment which grew at 32.3% and 32.5% respectively. Company has
increased prices of products by 10% (ex-wires) in FY22 to pass on commodity inflation.

= Margin - Gross margins were impacted by continued commodity price inflation. Lower
gross margins have resulted in contraction of EBITDA margin. Company is confident of
achieving double digit EBITDA margin in FY23.

= Investments - During the quarter, company has made further investments of
Rs151.7mn in V-Guard Consumer Products Ltd taking total investments to Rs600mn.
The first project under VCPL has stared with manufacturing of electronics.

=  Working capital and operating cashflow - Company’s working capital has increased
on higher inventory levels which is a conscious decision by the company. Inventory
levels will be normalized by Q2. CFO in FY22 was negative at Rs343mn.

Exhibit 1: Actual vs estimates

Estimate % Variation
Rsmn Actual YES YES Remarks
Consensus Consensus
Sec Sec

Sales 10,582 8,796 9,481 20.3 11.6
EBITDA 1,110 809 924 37.3 20.1  Consumer durables
and Electrical segment
,EE: ?nA(%) 10.5 9.2 10.8 1b32 -30bps  has propelled solid
. g i revenue growth
Adjusted
PAT 896 493 584 81.6 534

Source: Company, YES Sec
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Financial Summary
(Rs mn) FY22 FY23E FY24E
Revenue 34,982 40,229 44,869
YoY Growth 28.6% 15.0% 11.5%
EBIDTA 3,382 4,264 4,846
YoY Growth 8.4 26.1 13.6
PAT 2,188 2,744 3,163
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ROE 16.7 18.2 18.3
EPS 51 6.4 7.3
P/E 44.2 35.2 30.6
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EV/EBITDA 28.4 22.1 19.2
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INSTITUTIONAL EQUITIES

Exhibit 2: Quarterly snapshot (Consolidated): Consumer durables and electrical segment have led to growth

Particulars (Rs mn) Q4FY21  QIFY22 Q2FY22 Q3FY22 | Q4FY22 ! y/y%  a/q% FY22 Y21  yiy%
Sales 8,552 5,652 9,074 9674 | 10582 | 237 94 34982 27212 28.6
EBITDA 1104 455 949 868 | 1110 ! 0.6 27.9 3,382 3,121 8.4
EBITDA Margin % 129 8.1 105 90! 105 | 9.7 115

Depreciation 120 113 112 138 | 129 | 7.8 (6.3) 491 386 272
EBIT 984 343 837 730 | 981 | (0.3) 344 2,891 2,735 5.7
EBIT Margin % 115 6.1 9.2 7o | 9.3 | 8.3 10.0

Interest charges 26 15 31 15 | 18 | (31.5) 17.4 79 61 29.2
Other Income 39 39 26 27 | 36 (75 353 1278 207 (38.4)
PBT 998 366 832 742 | 1000 | 0.2 34.8 2940 2881 2.0
Tax 314 111 238 203) 104} (668)  (486) 655 862 (240)
Effective Tax Rate (%) 315 30.2 28.6 273 104 | 223 29.9

PAT 684 255 594 539 | 896 | 310 66.1 2284 2019 131
PAT Margin % 8.0 45 6.5 56! 8.5 ! 6.5 74

EPS (Rs) 1.6 0.6 14 12 211 306 66.1 53 47 12.8

Source: Company, YES Sec

Exhibit 3: Segmental Performance

Rs mn Q4FY21 QIFY22 Q2FY22 Q3FY22 | Q4FY22 ! YoY (%) QoQ (%) FY22 FY21  YoY (%)
Electronics 2,428 1,590 2,092 1999 | 2471 | 1.8 236 8151 7,589 7.4
Electricals 3887 2565 4188 4292 | 5152 325 201 16197 12257 2l
Consumer Durables 2237 1497 2794 3384 2959 | 323  (126) 10634 7367 44.4
Net Sales 8552 5652 9074 9674 10582 237 94 34982 27,212 28.6
PBIT
Electronics 5307 2071 3921 3376 4308 (188) 276 1367.6 14416 (5.1)
Electricals 427.3 2542 4211 3553 | 5552 299 563 15858 1,104 43.6
Consumer Durables 89.0 -58.9 84.6 958 | 495! (444) (483 1710 403 (57.5)
Total PBIT 1,047 402 898 789 1 1036  (11) 313 3124 2948 60
Finance Costs 25.7 15.4 30.9 150 176 1 (31.5) 17.4 78.8 61.0 29.2
Unallocable expense 24 21 35 32 18 (23.7) (43.4) 105.9 6 1,564.5
as % of sales 0.3 0.4 0.4 0.3 0.2 0.3 0.0
Exceptional Items 0 0 0 0 0 0 0
PBT 998 366 832 742 1000

0.2 34.8 2,940 2,881 2.0

PBIT Margins (%) (bps) (bps) (bps)
Electronics 21.9 13.0 18.7 16.9 174 (443) 54 16.8 19.0 (222)
Electricals 11.0 9.9 10.1 8.3 10.8 (22) 250 9.8 9.0 78
Consumer Durables 4.0 (3.9) 3.0 2.8 ! 1.7 (231) (116) 1.6 5.5 (386)
Total PBIT 12.2 7.1 9.9 8.2 i 9.8 i (246) 163 8.9 10.8 (190)

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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CHARTS

Exhibit 4: Strong growth in consumer durables and Exhibit 5: High commodity prices have resulted in gross

electricals segment have led to revenue beat margin contraction
(Rs mn) . Revenue yoy —@— Gross margin  —@— EBITDA margin
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Exhibit 6: Electronics revenue has been flattish given Exhibit 7: EBIT margins continue to be range bound
subdued demand environment

(Rs mn) = Flectronics revenue yoy (Rs mn) s Flectronics EBIT  ——— EBIT margin
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Exhibit 8: Price increases have led to growth in Exhibit 9: Margins have been higher on back of pricing

electricals revenue actions
(Rs mn) . Electricals revenue yoy (Rs mn) W Electricals EBIT  ——— EBIT margin
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 10: Consumer durables saw robust grown on Exhibit 11: Commodity inflation has resulted in lower

back of premiumization margin
(Rs mn) mmmmm Consumer durables revenue yoy (Rs mn) == Consumer durables EBIT —— EBIT margin
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Exhibit 12: Contribution from non-South continues to Exhibit 13: PAT has grown in-line with EBITDA
remain steady

B South Revenue B Non South Revenue (Rs mn) — PAT yoy
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Source: Company, YES Sec Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4
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V-Guard Industries

KEY CON-CALL HIGHLIGHTS

Business update - Despite some challenges related to the third wave in the first few weeks
of the quarter, company was able to effectively carry forward the momentum from the prior
quarter and ended the fiscal year on a strong note.

Margins - Company expects to maintain double digit EBITDA margins in FY23 and believes
worst in terms of commodity prices is behind.

Future Outlook - V-Guard is well-positioned to benefit from the resilient customer demand
given a wider product portfolio, expanded national presence and investments in capacity
augmentation.

Demand for stabilizers and inverters - After slow start to the quarter, April onwards, there
has been strong demand for RAC stabilizers and also there has been some power shortage
leading to demand for inverters. Month of May has been weak in South while there is strong
demand from North and West. FY23 will be much better for electronics.

VCPL - Company has invested Rs600mn in FY22 taking total investments in VCPL (V-guard
Consumer Products) its first plant has been commissioned and has started producing
stabilizers and inverters. Expect full range of products to be manufactured from June.

Employee costs - Employee costs are lower on sequential basis as there was write-back of
incentives and variable pay of the range of Rs50-70mn. In Q3 there was one time costs of
Rs40mn, hence employee costs are lower.

Price hikes - In FY22 company has undertaken price increase of 10% ex-wires and in wires
price increase is in the range of 30-35%. Water heater and fans are the two categories where
company has taken price increase in April’22. Another 2.5-5% price hikes are required to get
back to normalized levels.

Inventory - Inventory in the channel is at comfortable levels and 50-60% demand comes
from summer products where demand continues to be strong. Inventory is higher by Rs1.5bn
and it has come down by Rs0.4bn in month of May. Inventory has been increased by 30 days.

Capex - Company is expected to incur capex of Rs2bn in next 3 years.

Consumer durables - There has been strong growth in consumer durables , where major
components are Fans and water heaters. Kitchen appliances have also grown well. Company
has regained market share in water heaters. Excluding air coolers, growth in consumer
durables is around 40% in FY22. Fans have also seen market share gains.

Working capital - Working capital is higher as company is carrying higher inventory as
company does not want to lose out on any sales due to supply chain issues. Inventory level
is expected to come down post Q1 and expected to normalize going forward.

Water heater and Fans category - Water heater and Fans plants are running at 70% capacity
and it is expected to run at 100% capacity in next 3 months.

Fans and Kitchen Appliances - Company is focusing on BLDC and energy efficiency fans and
is working on new platforms for Fans. Company has launched Romanza range for energy
efficient fans. In kitchen appliances, company is working on enhancing product portfolio.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 5
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FINANCIALS

Exhibit 14: Balance Sheet

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Equity capital 428 430 432 432 432
Reserves 9,526 11,683 13,638 15,678 18,030
Net worth 9,991 12,160 14,124 16,164 18,516
Debt 128 130 118 118 131
Deferred tax liab (net) 0 0 0 0 0
Other non current liabilities 469 663 678 780 870
Total liabilities 10,588 12,953 14,920 17,062 19,517
Fixed Asset 3,510 3,890 4,019 4,247 4,420
Investments 363 87 887/ 87 887/
Other Non-current Assets 431 513 1,409 1,466 1,517
Net Working Capital 5,168 5,401 8,547 8,531 9,515
Inventories 4,790 6,315 8,596 7,638 8,519
Sundry debtors 3,243 3,881 4,841 6,315 7,044
Loans and Advances 1,072 995 30 34 38
Sundry creditors 3,051 4,747 4,880 5412 6,036
Other current liabilities 529 503 682 784 875
Cash & equivalents 1,116 2,812 608 2,481 3,728
Total Assets 10,588 12,953 14,920 17,062 19,517

Source: Company, YES Sec

Exhibit 15: Income statement

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Revenue 25,029 27,212 34,982 40,229 44,869
Operating profit 2,580 3,121 3,382 4,264 4,846
Depreciation 294 386 491 563 637
Interest expense 42 61 79 79 88
Other income 251 207 128 61 124
Profit before tax 2,496 2,881 2,940 3,684 4,246
Taxes 613 862 740 927 1,069
Minorities and other 11 11 12 13 14
Adj. profit 1,871 2,008 2,188 2,744 3,163

Exceptional items - - o - _

Net profit 1,871 2,008 2,188 2,744 3,163

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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Exhibit 16: Cashflow Statement

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Profit before tax 2,537 2,942 3,018 3,762 4,333
Depreciation 294 386 491 563 637
Tax paid (613) (862) (740) (927) (1,069)
Working capital A 98 126 (3,146) 16 (984)
Other operating items

Operating cashflow 2,316 2,593 (376) 3,414 2,917
Capital expenditure (1,422) (766) (621) (790) (810)
Free cash flow 894 1,827 (997) 2,624 2,107
Equity raised (34) 666 330 (0) -
Investments = (334) = = =
Debt financing/disposal (2) 13 (5) (0) 14
Interest paid (42) (61) (79) (79) (88)
Dividends paid (876) (516) (561) (703) (811)
Net A in cash 258 1,696 (2,204) 1,873 1,247

Source: Company, YES Sec
Exhibit 17: Du-pont analysis

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Tax burden (x) 0.75 0.70 0.74 0.74 0.74
Interest burden (x) 0.98 0.98 0.97 0.98 0.98
EBIT margin (x) 0.10 0.11 0.09 0.09 0.10
Asset turnover (x) 1.77 1.63 1.76 1.80 1.76
Financial leverage (x) 1.49 1.51 1.52 1.48 1.47
RoE (%) 19.7 18.2 16.7 18.2 18.3

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 18: Ratio analysis
Y/e 31 Mar FY20 Fy21 FY22 FY23E FY24E

Growth matrix (%)

Revenue growth (3.5) 8.7 28.6 15.0 11.5
Op profit growth 15.0 21.0 8.4 26.1 13.6
EBIT growth 14.6 15.9 2.6 24.6 15.2
Net profit growth 11.9 7.3 9.0 25.4 15.3

Profitability ratios (%)

OPM 10.3 11.5 9.7 10.6 10.8
EBIT margin 10.1 10.8 8.6 9.4 9.7
Net profit margin 7.5 7.4 6.3 6.8 7.0
RoCE 26.3 26.3 22.8 247 24.8
RoNW 19.7 18.2 16.7 18.2 18.3
RoA 13.2 121 11.0 12.3 124

Per share ratios

EPS 44 4.7 51 6.4 7.3
Dividend per share 1.7 1.2 1.3 1.6 1.9
Cash EPS 51 5.6 6.2 7.7 8.8
Book value per share 23.3 28.3 32.7 37.5 429

Valuation ratios

P/E 51.3 48.0 44.2 35.2 30.6
P/CEPS 44.3 40.2 36.1 29.2 25.4
P/B 9.6 8.0 6.9 6.0 5.2
EV/EBIDTA 36.8 30.0 28.4 221 19.2
Payout (%)

Dividend payout 47 25.7 25.6 25.6 25.6
Tax payout 25 29.9 25.2 25.2 25.2

Liquidity ratios

Debtor days 47 52.1 50.5 57.3 57.3
Inventory days 70 84.7 89.7 69.3 69.3
Creditor days 44.5 63.7 50.9 49.1 491

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 8
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Recommendation Tracker
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL and associates 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.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | X research@ysil.in
Website: www.yesinvest.in
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INHO00002376 | INVESTMENT ADVISER: INAO00007331 | Sponsor and
Investment Manager to YSL Alternates Alpha Plus Fund (Cat Il AIF) SEBI
Registration No.: IN/AIF3/20-21/0818 | AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Vaibhav Purohit,
Email id: compliance@ysil.in, Contact No: +91-22-6885 0278

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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