We would appreciate your support for

ASIAMONEY BROKERS POLL 2022

Kindly take a moment to vote for us

BROKERS

POLL
2022

July 28,2022
RESULT REPORT Q1 FY23 | Sector: Consumer Durables

V-Guard Industries

Strong growth momentum continues; reiterate BUY

Result Synopsis

VGRD reported better than expected revenue growth of beating estimates for 3" consecutive
quarter. The growth was driven by a strong performance across the product categories. Margin
headwinds owing to high commaodity cost inflation is now getting eased as commodity prices
have corrected from its recent peak. Company expects margin to improve from Q3 as it takes
pricing action in certain product categories and inventory adjustments will be done away with.
The company is confident of growth momentum continuing in ensuing quarters with improving
margin trajectory. Inventory has also reached its normalized level and Q2 has started on
normalized inventory. Moreover, the company is also looking to increase in-house
manufacturing to 75% in next 2-3 years from 60% currently 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 build-in
FY22-24E Revenue/EBITDA/PAT CAGR of 14%/19%/19% with a revised PT of Rs289 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 - V-guard has seen strong growth momentum continuing from Q4
with growth across product categories. Company has increased prices of products by
2% in certain product category to pass on commodity inflation.

] Margin - Margins in wires and cables were impacted due to sudden drop in copper
prices during June and this impact is likely to continue in some part of Q2. Gross margins
in consumer durables is expected to reach normalized levels as company takes some
pricing action.

= Non-south sees stronger growth - Non-south market has seen stronger growth with
non-south market growing by 96% vs 68% growth in south market. Non-south market
now contributes 47% to the total revenue.

= Working capital and operating cashflow - Company’s working capital has reduced
to 84 days vs 106 days as inventory is being liquidated. CFO in Q1FY23 stood at
Rs1.78bn vs negative Rs1.01bn in Q1FY23.

Exhibit 1: Actual vs estimates

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

Sales 10,183 8,335 8,747 222 16.4

EBITDA 820 753 800 8.9 2.5 Strong growth has
been across the

EBITDA -90 .

Margin (%) 8.1 9.0 9.1 s -100 bps  product c.ategorles and

Adjusted geographies

PAT 534 459 515 16.2 3.6

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Nifty 16,930
52 Week h/I (Rs) 275/ 181
Market cap (Rs/USD mn) 96665 /1212
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Stock performance
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Absolute return 4.5% 6.4% -9.1%
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Target Price 289 293
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FY23e FY24e
EPS (New) 6.1 7.2
EPS (Old) 6.4 7.3
% change -4.7% -1.4%
Financial Summary
(Rs mn) FY22 FY23E FY24E
Revenue 34,982 40,914 45,632
YoY Growth 28.6% 17.0% 11.5%
EBIDTA 3,382 4,132 4,791
YoY Growth 8.4 22.2 15.9
PAT 2,188 2,644 3,113
YoY Growth 9.0% 20.8% 17.8%
ROE 16.7 17.6 18.1
EPS 5.1 6.1 7.2
P/E 44 .4 36.7 31.2
BV 32.7 37.3 42.6
EV/EBITDA 28.6 23.0 19.6
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INSTITUTIONAL EQUITIES

Exhibit 2: Quarterly snapshot (Consolidated):

Particulars (Rs mn) QIFY22 Q2FY22 Q3FY22 Q4FY22 | QIFY23 ! y/y%  a/q% FY22 FY21 Iy %
Sales 5,652 9,074 9674 10582 | 10,183 |  80.2 (3.8) 34982 27212 28.6
EBITDA 455 949 868 1110 | 820 0 802 (26.1) 3,382 3,121 8.4
EBITDA Margin % 8.1 105 9.0 105 | 81 | 9.7 115

Depreciation 113 112 138 129 | 137 1 216 5.9 491 386 27.2
EBIT 343 837 730 981 | 683 | 995 (30.3) 2,891 2,735 5.7
EBIT Margin % 6.1 9.2 7.5 9.3 | 67 | 8.3 100

Interest charges 15 31 15 18 | 18 ! 16.8 2.3 79 61 29.2
Other Income 39 26 27 36 | 510 321 405 1278 207 (38.4)
PBT 366 832 742 1000 | 717 | 958 (28.3) 2940 2881 2.0
Tax 111 238 203 104 183 654 757 655 862 (240)
Effective Tax Rate (%) 30.2 286 27.3 104 | 255 | 223 29.9

PAT 255 594 539 896 | 534 | 109.0 (40.4) 2284 2019 131
PAT Margin % 45 6.5 5.6 8.5 ! 52 6.5 7.4

EPS (Rs) 0.6 14 12 21| 121 1090 (40.4) 53 47 12.8

Source: Company, YES Sec

Exhibit 3: Segmental Performance

Rs mn Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 YoY (%) QoQ (%) FY22 FY21 YoY (%)
Electronics 1,590 2,092 1,999 2,471 3,034 90.8 22.8 8,151 7,589 7.4
Electricals 2,565 4,188 4,292 5,152 . 4,159 . 62.1 (19.3) 16,197 12,257 32.1
Consumer Durables 1,497 2,794 3,384 2,959 2,991 99.7 11 10,634 7,367 44.4
Net Sales 5,652 9,074 9,674 10,582 10,183 80.2 (3.8) 34,982 27,212 28.6
PBIT
Electronics 207.1 392.1 337.6 430.8 i 428.8 i 107.0 (0.5) 1367.6 1441.6 (5.1)
Electricals 2542 4211 3553 5552 2830 113  (490) 15858 1104 436
Consumer Durables -58.9 84.6 95.8 495 i 38.2 i (164.8) (22.9) 171.0 403 (57.5)
Total PBIT 402 898 789 1,036 750 86.4 (27.6) 3,124 2,948 6.0
Finance Costs 154 30.9 15.0 17.6 18.0 16.8 2.3 78.8 61.0 29.2
Unallocable expense 21 35 32 18 15 (26.6) (14.5) 105.9 6 1,564.5
as % of sales 0.4 0.4 0.3 0.2 0.2 0.3 0.0
Exceptional Items 0 0 0 0 0 0 0
PBT 366 832 742 1000 7 95.8 (28.3) 2,940 2,881 2.0

PBIT Margins (%) (bps) (bps) (bps)
Electronics 13.0 18.7 16.9 17.4 14.1 111 (330) 16.8 19.0 (222)
Electricals 9.9 10.1 8.3 10.8 6.8 (310) (397) 9.8 9.0 78
Consumer Durables (3.9) 3.0 2.8 1.7 1.3 ! 521 (40) 1.6 5.5 (386)
Total PBIT 7.1 9.9 8.2 9.8 i 7.4 i 25 (242) 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: Growth has been broad based across product Exhibit 5: Gross margin has seen sequential

categories improvement
(Rs mn) mmmm Revenue yoy —@— Gross margin  —@— EBITDA margin
11,500 80.2% 100% 40% o5 33.1% nq g0, 33.7%
80% 35% 29.6% 2% 31.8% 31.3% 31.2% 59 19, 30.0%
9,500 60% 30%
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10, 0,
7,500 2?6 2006 12.3% 13.8% 12.9% . .
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3500 M -60% 0%
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N N N N N N N N N N N N N N N N N N
L6 L EE GG
Source: Company, YES Sec Source: Company, YES Sec

Exhibit 6: Electronics revenue has grown on back of Exhibit 7: EBIT margins are lower on back of supply

strong demand for RAC stabilizers chain issues
(Rs mn) mmmm Electronics revenue yoy (Rs mn) mmmm Flectronics EBIT  ——— EBIT margin
3,500 908% 100% 650 30%
80%
550 25%
3,000 60%
5 450 20%
2,500 34.9% 40% . 3
2000 5 20% 350 14432
’ : : 0% 250 10%
-20%
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I I 0% 150 I 5%
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Source: Company, YES Sec Source: Company, YES Sec
Exhibit 8: Electrical revenue has grown on lower base Exhibit 9: Margins are lower on sharp correction in
copper prices in month of june
(Rs mn) mmm Flectricals revenue yoy (Rs mn) mmm Flectricals EBIT  ——— EBIT margin
6,000 80% 650 12%
1.0% i
5,000 62406 550 10%
40% 450 8%
4,000 6 6.8%
20% 350 6%
3,000
2. 0% 250 5 4%
2,000 I -20% 150 ' I 2%
%
1,000 -40% 50 — 0%
i i i i o~ N o~ N [s2] i i i «— N N N N [s2]
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> > > > > > > > > > > > > > > > > >
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O ¢ o ¢ O o O o O©o O ¢ o ¢ o ¢ o o 0o
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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. 3
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Exhibit 10: Consumer durables saw robust grown on Exhibit 11: Commodity inflation has resulted in lower

back of premiumization margin
= Consumer durables revenue yoy (Rsmn)  mwmmmm Consumer durables EBIT ~ ——— EBIT margin
(Rs mn)
3,750 99.7% - 120% 300 15%
100% 250 o
3,250 80% 200 10%
2,750 60% 150 5%
40% 100 .
2,250 5 0% 50 0%
1,750 0% 0 -5%
-20% (50) o
1,250 I o (100 10%
750 - -60% (150) -15%
— — i i N N N N [sg] — — — — N N N N (32}
N N N N N N N N N N N N N N N N N N
> > > > > > > > > > > > > > > > > >
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Source: Company, YES Sec Source: Company, YES Sec

Exhibit 12: Contribution from non-South has risen to Exhibit 13: PAT has grown in-line with EBITDA

47%
B South Revenue B Non South Revenue (Rs mn) m— PAT yoy
120% 1,000 800%
10
100% 800 600%
80% - BEA 43717 %
600 400%
60%
40% 400 200%
8% 7% .
20% . 200 I 0%
0% 0 ~mm -200%
g & § 8 g & & % § § § § @8
L 'S [ [ > > > > > > > > >
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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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KEY CON-CALL HIGHLIGHTS

Business update -It was robust start to the fiscal year, the company logged highest ever
revenue in the first quarter. There was a broad-based contribution from both south and non-
south markets.

Margins - Gross margin were at 28-29%, because of the high commodity prices. Margins
were better QoQ due to price hikes taken in previous quarters. Slight ease in the RM prices
is now helping the margins to come back.

Margins in consumer durables got impacted - due to fan business, because mostly they are
aluminum fans and Russia is the major producer of aluminum, so fans segment got impacted
the most. Consumer durable margins will improve going ahead.

GUTS Acquisition - Guts is in manufacturing of switchgears category, V-Guard acquired it
for building capability. It was acquired 74% upfront and 26% (amounting 6.2crores) was
supposed to be acquired in next 5 years which they will complete in this year. This will help
in SG manufacturing.

Other expenses-These are some factory expenses and volume related, travelling has also
gone up. precisely 32 crores are A&P and remaining are Travel related.

RAC demand - Good demand for AC from April to May, and last days were difficult and was
not much of demand, due to the weather changes.

Inverter Growth - Inverter also there were some supply chain disruptions, coz of which the
growth was subdued in Q1. They are setting up two factories to manufacture batteries and
inverter which will start functioning in next 18 months. This will help in increasing the
competitiveness which will result in some margin improvement. Management guided for
some 15-16% medium term margins.

Fans - 40-50% are in premium segment fans and this will be better going forward because
of BLDC coming in and energy efficiency coming in. Capacity Utilization for fans is going well
almost close to full utilization.

Water Heater - doing well in water heater segments, gaining market share.
Pumps Segment- comes in electrical basket, it generates only 10% revenue for the company,
Volumes and margins got impacted coz of the commaodity price increases. As the commodity

prices are correcting now, so the pumps would bounce back.

Consumer durables Margins - Going forward Water heater is higher margin business and it
kicks in Q3 and Q4, which will hit double digit margins in March.

Switches and switchgears - These two categories are aggressively growing as V Guard is
young in these two categories. Management expects 25-30 % growth in next 3 -4 years in
S&SW category. Demand from construction has been stable and expects to see comfortable
demand and decent growth from the same.

Inhouse Manufacturing will go up to 75% in next 2-3 years from present 60%.

Addition in dealers -Management targets to add 3000-4000 retailers every year.

Price hikes - Q1 only 2% Price hikes done, and not considering any more price hikes. Only
could be done in small durables side.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 5
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=  Employee costs - Increased QoQ because of two factors, variable pay approval and
increments given in Q1

= Channel Inventory - Channel inventory is normal; wire can be a bit lower because of the
expectation of price reduction.

= Indigenization of TPW - TPW forms 20% - 30% of V-guard business, main challenge In this
category was that it was imported and custom and excise were affecting the
competitiveness, with this context V-guard has invested in setting up TPW Manufacturing
where the spends will be around 35 crores. Mostly will be completed in next 12 months.

=  Kitchen Appliances - not present in the build in kitchen only in hobs and it is sold only
through amazon and flipkart, they are not going offline as of now, as it is a small business as
of now.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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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 15,604 17,919
Net worth 9,991 12,160 14,124 16,090 18,405
Debt 128 130 118 120 134
Deferred tax liab (net) 0 0 0 0 0
Other non current liabilities 469 663 678 793 884
Total liabilities 10,588 12,953 14,920 17,003 19,423
Fixed Asset 3,510 3,890 4,019 4,247 4,420
Investments 363 387 887/ 387 887/
Other Non-current Assets 431 513 1,409 1,474 1,526
Net Working Capital 5,168 5,401 8,547 8,668 9,668
Inventories 4,790 6,315 8,596 7,768 8,664
Sundry debtors 3,243 3,881 4,841 6,423 7,164
Loans and Advances 1,072 995 30 35 38
Sundry creditors 3,051 4,747 4,880 5,504 6,138
Other current liabilities 529 503 682 798 890
Cash & equivalents 1,116 2,812 608 2,277 3,473
Total Assets 10,588 12,953 14,920 17,003 19,423

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 40,914 45,632
Operating profit 2,580 3,121 3,382 4,132 4,791
Depreciation 294 386 491 563 637
Interest expense 42 61 79 80 89
Other income 251 207 128 61 114
Profit before tax 2,496 2,881 2,940 3,550 4,179
Taxes 613 862 740 894 1,052
Minorities and other 11 11 12 13 14
Adj. profit 1,871 2,008 2,188 2,644 3,113

Exceptional items - - o - _

Net profit 1,871 2,008 2,188 2,644 3,113

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 7
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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 3,630 4,269
Depreciation 294 386 491 563 637
Tax paid (613) (862) (740) (894) (1,052)
Working capital A 98 126 (3,146) (121) (1,000)

Other operating items

Operating cashflow 2,316 2,593 (376) 3,179 2,854
Capital expenditure (1,422) (766) (621) (790) (810)
Free cash flow 894 1,827 (997) 2,389 2,044
Equity raised (34) 666 330 0 (0)
Investments = (334) = = =
Debt financing/disposal (2) 13 (5) 2 14
Interest paid (42) (61) (79) (80) (89)
Dividends paid (876) (516) (561) (678) (798)
Net A in cash 258 1,696 (2,204) 1,669 1,195

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 0.09
Asset turnover (x) 1.77 1.63 1.76 1.82 1.79
Financial leverage (x) 1.49 1.51 1.52 1.49 1.48
RoE (%) 19.7 18.2 16.7 17.6 18.1

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 8
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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 17.0 11.5
Op profit growth 15.0 21.0 8.4 22.2 15.9
EBIT growth 14.6 15.9 2.6 20.3 17.6
Net profit growth 11.9 7.3 9.0 20.8 17.8

Profitability ratios (%)

OPM 10.3 11.5 9.7 10.1 10.5
EBIT margin 10.1 10.8 8.6 8.9 9.4
Net profit margin 7.5 7.4 6.3 6.5 6.8
RoCE 26.3 26.3 22.8 23.8 24.6
RoNW 19.7 18.2 16.7 17.6 18.1
RoA 13.2 121 11.0 11.8 12.2

Per share ratios

EPS 4.4 4.7 51 6.1 7.2
Dividend per share 1.7 1.2 1.3 1.6 1.8
Cash EPS 51 5.6 6.2 7.4 8.7
Book value per share 23.3 28.3 32.7 37.3 42.6

Valuation ratios

P/E 51.3 48.0 44.2 35.2 30.6
P/CEPS 44.3 40.2 36.1 29.2 254
P/B 9.6 8.0 6.9 6.0 52
EV/EBIDTA 36.8 30.0 28.4 22.1 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 445 63.7 50.9 49.1 49.1

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 9
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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: 4t" 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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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 12
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