TTK Prestige (rere)

CMP: % 945 Target: ¥ 1270 (35%)

Target Period: 12 months

February 3, 2022

New product launches to propel revenue growth...

About the stock: TTK Prestige is India’s leading player in kitchen solutions and has
been successful in transforming itself from a company manufacturing pressure
cookers to having an entire gamut of home and kitchen appliances.

e It continues to be market leader in the cooker segment and has material
share in other appliance and cookware categories

e The company has over the years maintained its balance sheet strength with
strong cash reserves (~X 530+ crore) and healthy RolC of 30%+

Q3FY22 Results: Revenue growth for the quarter moderated owing to higher base
of the previous year and certain festive primary sales shifting in September. Despite
lower than anticipated revenue growth and higher cost inflation, TTK has maintained
healthy EBITDA margins.

e Revenue grew 5.9% YoY to X 719.2 crore. Domestic sales grew 5% YoY to
T 695 crore while exports grew 44% YoY to X 24.5 crore

e In order to mitigate cost inflation, TTK has taken price hikes for select
categories in Q3FY22. Gross margins improved 90 bps YoY to 42.4%

e TTKreported healthy EBITDA margins of 17.5% (flattish YoY)
What should investors do? TTK has been a consistent compounder with the stock

price appreciating at 14% CAGR in the last five years. We believe the recent stock
price correction (~20%) offers a good entry point

o We continue to remain positive and maintain our BUY rating on the stock

Target Price and Valuation: We value TTK at % 1270 i.e. 45x FY24E EPS

Key triggers for future price performance:

e In order to cater to strong domestic and export demand, TTK has added
annual capacity of 4 mn pieces non-stick cookware in Gujarat factory

e TTK is further looking to enhance its distribution reach in tier-ll/lll cites to
capture long term growth opportunities

e The company has a healthy pipeline of ~63 SKUs to be launched in Q4FY22,
which would propel growth, going forward

e Maintained its guidance of achieving ¥ 5000 crore by FY25 through organic
and inorganic route. We build in revenue and earnings CAGR of 16% and
17%, respectively, in FY21-24E

Alternate Stock Idea: Apart from TTK, we also like Butterfly Gandhimathi
Appliances.

¢ BGAL has shown consistent improvement in financial performance
parameters with working capital days, return ratios getting significantly
enhanced in FY21. We expect it to maintain RoCE of ~30%+ in FY23E

e BUY with a target price of ¥ 1255
Key Financial Summary

5 year CAGR

Finacials FY19 FY20 FY21
(FY16-21)
Net Sales 2,106.9 2,073.0 2,186.9 8.0% 2
EBITDA 292.0 263.5 321.3 12.3%
PAT 192.4 184.5 242.9 16.0%
EPS R) 13.9 13.3 17.5
P/E (x) 68.1 71.0 54.0
EV/Sales (x) 6.2 6.3 5.9
EV/EBITDA (x) 44.8 49.6 39.7
RoCE (%) 21.8 17.1 18.6
RoE (%) 16.5 14.1 16.1

FY22E

,589.4
399.5
286.3
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Particular Amount
Market Capitalisation (Z Crore) 13,107.2
Debt (FY21) (% Crore) 40.4
Cash (FY21) (% Crore) 161.2
EV (% Crore) 12,986.3
52 week H/L 1269 / 585
Equity Capital (X Crore) 13.9
Face Value 1.0
Dec-20 Mar21 Jun-21  Sep21 Dec-21
Promoter 70.4 70.4 70.4 70.4 70.4
Fil 9.5 10.0 9.9 9.9 9.6
DIl 1.8 12.5 12.8 13.1 13.1

Others 8.3 7.0 6.9 6.6 7.0
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TTK —— BSE 500

Recent Event & Key risks
e Total 46 new SKUs launched in
Q3FY22

o Key Risk:
lockdown can lower sales (ii)
Input cost inflation can subdue

(i) Re-imposition in

margins
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FY23E FY24E D

(FY21-24F)

2,9705 3,394.4 15.8%

464.2 536.7 17.9%

336.6 391.8 17.3%
2.3 282
38.9 335
43 38
218 23.9
214 22,0
176 18.1

Source: Company, ICICI Direct Research
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Key conference call takeaways

e Therevenue trajectory for TTK slowed down during the quarter as it
registered revenue growth of 5.9% YoY to X 719.2 crore (I-direct estimate:
¥ 770.0 crore). The cooker segment continued to outperform (31% of
revenue) and reported 10% YoY revenue growth followed by cookware
(16% of revenue) and appliances (49% of revenue) categories, which grew
9% and 2%, respectively. Revenue growth for the quarter moderated in
Q3FY22 owing to higher base of previous year and certain festive primary
sales shifting in Q2FY22. Revenue growth in July-December 2021 grew 20%
YoY (two-year CAGR: 17%). TTK, in the previous call, had alluded to the fact
that robust growth trajectory witnessed in H1FY22 may not be sustainable

e All the channels were active in Q3FY22, with offline channels registering
stronger growth compared to online channels. Revenue contribution from
e-commerce dropped compared to the previous quarters

e Export sales grew 44% YoY to ¥ 24.5 crore (9MFY22: ¥ 69 crore). Export
outlook continues to remain positive despite logistical issues (higher freight
cost and container shortage). It is targeting exports to breach the ¥ 100 crore
mark in FY22 (X 71 crore in FY21)

e The management indicated that the demand is decent but buoyancy, which
was witnessed in some earlier quarters, is missing owing to lower pent up
demand. Also, the management expects a marginally negative impact due
to Omicron but as Covid-19 cases have started to decline across India, the
company expects demand to pick up in February and March 2022

e The company expects its leadership in the offline channel to rub off in the
e-commerce channel also. The current share of online is ~18%. Further,
TTK is focusing on increasing its online presence and plans to have a strong
digital commerce play, going ahead, to align its distribution channel strategy
with the consumer preference

e The management indicated that gross margins improved due to a
combination of price hike and better product and channel mix. The
company took price hikes in the range of 5-7% in Q2FY22 and at the start of
Q3FY22. The management highlighted that it believes in maintaining
profitable growth and would not pursue aggressive revenue growth at the
cost of margins

e Raw material inflation has continued even after Q3FY22 but the pace of
increase has slowed down. In the current scenario, the management
indicated that they are not looking at any immediate price hike unless there
is a significant cost inflation in raw materials

e Cooker capacity is currently operating at 85% utilisation while cookware is
operating at 70% capacity utilisation as the company added a new line
recently. TTK indicated that the innovative product pipeline is strong and
new innovative products would be continuously launched. On the mixer
grinder front, TTK is the No. 3 player in India. The company has launched
12 new models in FY22 and will be launching another four new models in
the next few months

e On the market share front, the management said that its market share was
stable across product categories. On the margin front, the management
highlighted that cooker and cookware have higher margins than appliances
segment

¢ The management guided at annual capex to be in the range of ¥ 50-100
crore depending on the development of the projects

e Prestige Xclusive chain strength was 670 in 383 towns

e Horwood achieved sales of £13.9 million (PY £11.4 million) during 9MFY22,
growth of 23% notwithstanding continued Brexit and Covid-19 pandemic
related impact
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Exhibit 1: Variance Analysis

Q3FY22 Q3FY22E Q3FY21 YoY (%) Q2FY22 QoQ (%) Comments
1 0 1 0,
Revenue 719.2 770.0 679.4 5.9 808.6 RYR \[();J?westlc revenue grew 5% YoY, while exports grew 44%
Other Income 5.4 8.6 8.4 -36.1 8.0 -32.6
Employee Expenses 50.2 49.3 44.2 13.7 49.0 2.6
Raw Material 4141 454.3 3975 4.2 486.3 14.8 Gross margins . |mprove.d YoY owing to petter
Expenses product/channel mix and price hikes across categories
Other Expenses 129.2 136.3 119.6 8.1 137.5 -6.1
EBITDA 125.7 130.1 118.2 6.3 135.8 -1.5
EBITDA Margin (%) 175 16.9 174 7 bps 16.8 68 bps EBITDA margins remianed constant YoY despite
moderate sales
Depreciation 10.7 10.6 10.0 7.1 10.3 4.5
Interest 1.4 0.9 1.0 38.4 0.8 63.1
Extraordinary 0.0 0.0 0.0 NA 0.0 NA
(expense)/Income
PBT 119.0 127.3 115.6 2.9 132.7 -10.3
Tax Outgo 30.2 321 29.1 3.8 34.0 -11.2
PAT 88.7 95.2 86.5 2.5 98.6 -10.0
Key Metrics
Segment Revenue (%)
Cookers 225.6 234.9 204.3 10.4 237.5 -5.0
Cookware 114.1 117.3 104.7 9.0 138.4 -17.6
Appliances 349.1 388.0 343.3 1.7 404.9 -13.8

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY22E FY23E FY24E
(X Crore) Old New % Change Old New % Change Old New % Change
Revenue 2,589.4 2,589.4 0.0 2,970.5  2,970.5 0.0 3,394.4 3,394.4 0.0
EBITDA 389.1 389.1 0.0 464.2 464.2 0.0 536.7 536.7 0.0
EBITDA Margin (%) 15.0 15.0 0 bps 15.6 15.6 0 bps 15.8 15.8  Obps
PAT 278.5 278.5 0.0 336.6 336.6 0.0 391.8 391.8 0.0
EPS R) 20.1 20.1 0.0 24.3 24.3 0.0 28.2 28.2 0.0

Source: Company, ICICI Direct Research
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Financial story in charts....

Exhibit 3: Revenue trend
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Exhibit 4: EBITDA trend
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Exhibit 5: Net profit trend Exhibit 6: Return ratio trend
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Exhibit 7: Valuation

Sales Growth EPS Growth PE EV/EBITDA  RoNW RoCE

Rer) (%) R) (%) (x) (x) (%) (%)
FY20 2,073.0 (1.6) 133 41 710 49.6 14.1 17.1
FY21 2,186.9 55 115 31.6  54.0 39.7 16.1 18.6
FY22E 2,589.4 184 201 147 471 33.3 165 199
FY23E 2,970.5 147 243 208 389 21.8 177 214
FY24E 3,394.4 143 282 164 335 23.9 181 221

Source: Company, ICICI Direct Research
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Financial summary

Exhibit 8: Profit and loss statement % crore [ Exhibit 9: Cash flow statement g crore

(Year-end March) FY21A FY22E FY23E FY24E (Year-end March) FY21A FY22E FY23E FY24E
Total operating Income 2,186.9 2,589.4 29705 3,3944 PAT 242.9 286.3 336.6 391.8
Growth (%) 5.5 18.4 14.7 14.3  Add: Depreciation 40.0 44.8 41.7 51.0
Raw Material Expenses 1,268.9 1,514.1 1,713.2 1,954.8 (Inc)/dec in Current Assets -31.5 -146.6 -141.9 -164.3
Employee Expenses 191.2 2123 2525 2919 '(')‘tch/‘dec) in CL and Provisions 87 49 37.4 45.0
. ers - - - -

% ?;”;apzt;rt':;z Eé:;gﬁ;ﬁfe : g:gs ) ?ggg ) gggg ) g;s CF from operating activities %1 2304 279.7 323.4

e s Of It (Inc)/dec in Investments -89.4 -42.0 -46.2 -50.9
EBITDA 373 3995 4642 5367 (10)dec in Fixed Assets 283 700 65.0 60.0
Growth (%) 24.2 221 16.2 156 (inc)/dec in CWIP 123 0.0 0.0 0.0
Depreciation 40.0 44.8 47.7 51.0 Others (11.8) _ ) B
Interest 5.1 5.6 5.2 6.0  CF from investing activities 14,8 -112.0 -111.2 -110.9
Other Income 28.7 33.7 38.6 441 Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Exceptional Income 11.9 0.0 0.0 0.0  Inc/(dec) in loan funds 21.8 0.4 0.0 0.0
PBT 322.9 382.7 449.9 523.8 Others -31.4 -100.2 -117.8 -137.1
Growth (%) 37.7 18.5 17.6 16.4 CF from financing activities 9.7 -100.6 -117.8 -137.1
Total Tax 80.0 96.5 113.4 132.0 Net Cash flow 103.7 17.7 50.7 75.4
PAT 2429 2863 3366 391  OpeninoCash 576 1612 178.9 2296
Growth (%) 316 17.9 17.6 16.4 .ggfclzgc(‘)oi:??any ICICI Direct Research o e Ze L
EPS ) 17.5 20.6 24.3 28.2 ' !

Source: Company, ICICI Direct Research

Exhibit 10: Balance sheet % crore @ Exhibit 11: Key ratios Z crore

(Year-end March) FY21A FY22E FY23E FY24E  (Year-end March) FY21A FY22E FY23E FY24E
Liabilities Per share data (%)
Equity Capital 13.9 13.9 13.9 13.9  EPS 17.5 20.6 243 28.2
Reserve and Surplus 1,491.2  1,677.3  1,896.0  2,150.7 Cash EPS 204 2.9 21.1 31.9
Total Shareholders funds 15051  1,691.1  1,909.9  2,164.6 g‘rfs 102-2 12;-2 13;-; 152-;
Total Debt 404 400 400 400 Cash Per Share 11:6 12:9 16:6 22:0
Deferred Tax Liability 34.9 34.9 34.9 34.9 0 . .
o perating Ratios
Other LT Liabilities 43.2 43.2 43.2 43.2 EBITDA Margin (%) 15.0 15.4 15.6 15.8
Total Liabilities 16234 18092 20219 22826  pgT Margin (%) as ek 1 %4
PAT Margin (%) 1.1 1.1 1.3 11.5
Assets Inventory days 74.8 74.0 75.0 75.0
Gross Block (Including Goodwill) 716.1 786.1 851.1 911.1 Debtor days 48.5 50.0 50.0 50.0
Less: Accu Depreciation 186.4 231.2 278.9 329.9 Creditor days 64.9 65.0 65.0 65.0
Net Block 529.7 554.8 572.2 581.2 Return Ratios (%)
Capital WIP 18.0 18.0 18.0 18.0  RoE 16.1 16.9 17.6 18.1
Total Fixed Assets 5477 5729  590.2  599.2  RoCE 18.6 20.5 214 22.0
Investments 4204 4625 5087  559.6  noC 208 325 344 3.2
Inventory 479 550 6104 6975 !7;”""”“ Ratios (x) o ass s s
Debtors 290.9 354.7 406.9 465.0 EV / EBITDA 397 325 2738 23.9
Loans and Advances 123.9 129.5 133.7 152.7 EV / Net Sales 5.9 5.0 43 3.8
Other Current Assets 35 3.6 317 3.8 Market Cap / Sales 6.0 51 4.4 3.9
Cash 161.2 178.9 229.6 305.0  Price to Book Value 8.7 7.8 6.9 6.1
Total Current Assets 1,027.4 1,191.7 1,384.3 1,624.0 Solvency Ratios (x)
Current Liabilities 405.7 451.5 488.7 533.6 Debt/EBITDA 0.1 0.1 0.1 0.1
Provisions 9.3 9.4 9.5 9.6 Debt / Equity 0.0 0.0 0.0 0.0
Total Current Liabilities 415.0 460.8 498.2 543.2 Current Ratio 2.5 2.6 2.8 3.0
Net Current Assets 612.4 730.9 886.1  1,080.9 _Quick Ratio 14 14 1.6 1.7
Others Assets 42.9 42.9 42.9 429 Source: Company, ICICI Direct Research
Application of Funds 1,623.4 1,809.2 2,027.9 2,282.6

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 -56%;

Sell: <-15%
IﬂICICI(i;/:-r[u);').“ .1 l ‘
[ I»-lllmlnll’o,::‘qurhn"rr:pl | B HOE{EH ‘
| ICICI Securities Ltd. 75 S TARMINE |
T %&'vsu\n«-a'd 2012 &3;
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, Bharat Chhoda, MBA, Cheragh Sidhwa MBA, 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 busil may make i decisions that are inconsi with the recomr

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
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, pani ioned 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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