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Stove Kraft Ltd

Resilient performance in seasonally weak
quarter; re-iterate BUY

Result Synopsis

STOVEKRAFT has delivered inline revenue growth, while it has surprised positively on the
margin front, with gross margin surpassing management guidance of 35% during the quarter.
Increased in-house production, lower commodity costs, price corrections and increased ASP’s
has led to higher margin. Management is now confident of achieving its full year gross margin
guidance of 35% given the strong performance of Q1 in seasonally weak quarter. Company also
expects double digit revenue growth with focus on value segment and passing benefits of the
increased efficiency by means of lower pricing, while maintaining gross margins at 35%.
Company in its endeavor to build its retail network is continues to add company owned
company operated stores with addition of 25 stores in Q1. Costs dynamics of these stores are
very low and 90% of the company owned company operated stores are breaking even on an
average basis in 3 months of time. The company is looking to launch new products in the market
and maintain the growth rates in double digits with aspirations to clock 11% EBITDA margin in
FY24. We continue to maintain BUY as current risk-reward is favorable and the stock is trading
at P/E of 15.4x on FY25 earnings.

Considering strong growth opportunities and growth in the value segment and management
growth guidance of double digit in terms of revenue. We estimate STOKRA to deliver revenue
CAGR of over FY23-25E of 15% which looks achievable given the expansion in distribution and
new product launches. We have estimated EBITDA margin of 10% in FY24 is lower than
management guidance of 11% factoring for some volatility in commodity prices. With strong
growth potential and improvement in EBITDA margins, we remain positive on the stock and
reiterate our BUY rating with TP of Rs631 valuing the company at 20x FY25E EPS. We have
lowered our multiple to 20x from 25x incorporating risk of management changes that have been
prevalent in the past.

Result Highlights

. Quarter summary - Q1 revenue growth was inline with estimates as there was demand
from the appliances segment particularly from the new products like electric kettle and
Air-Fryers.

= Gross margins - Pricing actions along with lower commodity prices and increased
inhouse manufacturing have resulted in expansion in gross margins. Gross margins at
36.9% have seen improvement of 400bps, which is higher than the management
guidance of 35%.

= Volume growth - Volume growth remains strong in small appliances and induction
cooktop, while volumes were subdued in cookware and cooker categories.

Ll Distribution expansion - The company is focusing on expanding its offline presence
and with increased thrust on company owned company operated stores. The company
has added 25 new stores in Q1.

Exhibit 1: Actual vs estimates
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(Rs mn) FY23 FY24E FY25E
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EBIDTA 1,012 1,567 1,914
YoY Growth 6.7 54.9 221
PAT 390 781 1038
YoY Growth -30.6 100.1 32.9
ROE 10.2 17.7 19.5
EPS 11.9 23.8 31.6
P/E 41.0 20.5 15.4
BV 122.6 146.4 178.0
EV/EBITDA 15.8 9.9 7.6
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Exhibit 2: Quarterly snapshot (Consolidated)

Particulars (Rs mn) QIFY23 Q2FY23 Q3FY23 Q4FY23 | QIFY24 |  vy/iy%  a/a% FY23 Y22  yiy%
Sales 2,751 4,062 3,245 2781 2977 | 8.2 71 12,838 11,364 130
EBITDA 216 460 261 74 2400 109 224.1 1012 948 67
EBITDA Margin % 7.9 11.3 8.0 27 | 80 | 7.9 8.3

Depreciation 662 73.1 80.0 9431 1027 553 8.9 314 197 59.0
EBIT 150 387 181 20 | 137 | 87  -7730 698 751 7.0
EBIT Margin % 55 9.5 5.6 07 | 46 | 5.4 6.6

Interest charges 30 34 32 62 42 43.7 -31.1 157 110 42.9
Other Income -15 -8 2 1] 161 2108 11865 -20 -16 260
PBT 106 345 151 81 | 111 | 46 2372 521 625 -16.7
Tax 25 86 37 -20 | 290 145 2463 128 63 1021
Effective Tax Rate (%) 237 24.9 24.3 2437 260 24.6 10.1

PAT 81 259 114 -61 | 82 | 15  -2343 393 562 -30.0
PAT Margin % 29 6.4 35 22 28 31 49

EPS (Rs) 25 7.9 35 19 | 25 | 15  -2343 7 17 -30.0

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 3: Revenue growth was inline with estimates Exhibit 4: Contribution from e-commerce still continues
to remain at elevated levels
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Exhibit 5: Lower commodity prices, increased in housing Exhibit 6: EBITDA margin has improved on back of
manufacturing have led to sharp improvement in gross higher gross margins

margins
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Exhibit 7: PAT margin has been lower on higher Exhibit 8: NWC have remained under check
depreciation and interest expenses
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KEY CON-CALL HIGHLIGHTS

Business update - The company is excited about the upcoming quarters as Q1 despite being
a seasonally weak quarter performance has been resilient with revenue growing by 8% and
gross profit growing by 21%. There could be some uncertainty in spending in coming quarters
as floods across various parts of the country could result in lower spending.

Business focus - The near term focus is to achieve higher growth and increase market share.
The company will continue to focus on value segment.

Gross margins - The company has taken some price increase this along with softness in raw-
material prices has also helped in getting gross margin to more than 35%. Product mix and
local manufacturing has also aided in improving gross margin. Business is designed to clock
gross margin of around 35%. In-house manufacturing of certain products is helping in
improving gross margin.

Employee and Other expenses - The current level of employee and other expenses would
be new normal as company has increased the employee head count. ECL of Rs30mn in
1QFY24 is on account of e-comm sales that has resulted in higher other expenses.

Volume growth - The company saw marginal volume growth in pressure cookers, Induction
cooktop saw volume growth of 15%. Volume growth for non-stick cookware is lower. There
was strong growth in small appliances volume ranging from 20% to higher growth. .

Investment in company owned stores - The company on an average basis has spent Rs17-
19 lakhs per store and the company is seeing break-even in 3 months for the company owned
store. Operating cost of 1.3-1.4 lakh per month per store. The company can breakeven with
the revenue of Rs3 lakh per month.

E-comm channel - The company has seen growth of 25% on the e-comm channel. Sale from
E-comm in Q1 stood at 40%.

EBITDA margin aspirations - The company has aspiration of getting to 11% EBITDA margin.

Channel mix - The revenue from GT stood at Rs1120mn, company owned store Rs140mn,
Modern trade revenue was Rs380mn, E-comm revenue was Rs920mn and other revenue
comes from exports. Institutional sales stood at Rs60mn

Capacity - The company can reach turnover of Rs20bn with the current capacity.
A&P spends - Company expects A&P spends to be around Rs500mn in FY24.

Inventory- On an average company will have 55-60 days of inventory. Company expects
gross margins of 33% if current trend persist

Capex - The company expects the capex for FY24 to be Rs750mn. Capex will be used for
warehouse, new plant for cast iron cookware and expanding retail network.

Market demand - Market demand is expected to pick-up closer to the festive season.

New innovative products - The company is in verge of launching new products in cookware
segment which new coating which will not have any health hazards. The company currently
has 650 SKU'’s.

Small appliances - Mixer grinders, electric kettle and Air-fryer is the key categories which
has lead to strong growth in small appliances category.

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

Exhibit 9: Balance Sheet

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
Equity capital 326 329 329 329 329
Reserves 2,689 &Ll 3,702 4,483 5,520
Net worth 3,014 3,640 4,030 4811 5,849
Debt 505 784 865 1,023 1,110
Deferred tax liab (net) 0 0 0 0 0
Other non current liabilities 243 252 291 352 383
Total liabilities 3,762 4,676 5,187 6,186 7,342
Fixed Asset 2,387 3,216 3,509 3,709 3,675
Investments 0 0 0 0 0
Other Non-current Assets 155 323 360 432 472
Net Working Capital 926 1,134 430 499 538
Inventories 1,560 2,174 2,307 2,816 3,099
Sundry debtors 847 967 1,611 1,966 2,164
Loans and Advances 5 0 0 1 1
Sundry creditors 1,766 1,274 2,645 3,229 3,552
Other current liabilities 148 1,281 1,447 1,765 1,942
Cash & equivalents 295 4 888 1,545 2,657
Total Assets 3,762 4,676 5,187 6,186 7,342
Source: Company, YES Sec
Exhibit 10: Income statement
Y/e 31 Mar (Rs mn) FY21 FY22 ‘ FY23 FY24E FY25E
Revenue 8,590 11,364 12,838 15,671 17,243
Operating profit 1,130 948 1,012 1,567 1,914
Depreciation 143 197 316 410 444
Interest expense 188 110 157 184 200
Other income 15 (16) (20) 70 116
Profit before tax 815 625 518 1,044 1,387
Taxes - 63 128 263 349
Minorities and other = - = = =
Adj. profit 815 562 390 781 1,038
Exceptional items - - - - -
Net profit 815 562 390 781 1,038

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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Exhibit 11: Cashflow Statement

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
Profit before tax 1,003 736 676 1,228 1,586
Depreciation 143 197 316 410 444
Tax paid - (63) (128) (263) (349)
Working capital A (337) (208) 704 (70) (39)
Other operating items
Operating cashflow 809 662 1,568 1,305 1,642
Capital expenditure (523) (1,026) (610) (610) (410)
Free cash flow 287 (364) 958 695 1,233
Equity raised 2,802 63 (0) - -
Investments = = = = >
Debt financing/disposal (2,766) 279 82 157 87
Interest paid (188) (110) (157) (184) (200)
Dividends paid - - - - -
Net A in cash 144 (290) 884 656 1,112

Source: Company, YES Sec

Exhibit 12: Du-pont analysis
Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
Tax burden (x) 1.00 0.90 0.75 0.75 0.75
Interest burden (x) 0.81 0.85 0.77 0.85 0.87
EBIT margin (x) 0.12 0.06 0.05 0.08 0.09
Asset turnover (x) 1.65 1.75 1.54 1.52 1.43
Financial leverage (x) 4.31 1.95 2.17 2.33 2.27
RoE (%) 67.5 16.9 10.2 17.7 19.5

Exhibit 13: Ratio analysis
Y/e 31 Mar FY21 FY22 FY23 FY24E FY25E
Growth matrix (%)
Revenue growth 28.2 &3 13.0 221 10.0
Op profit growth 234.5 (16.1) 6.7 54.9 221
EBIT growth 3104 (26.7) (8.1) 81.7 29.2
Net profit growth 2,468.8 (31.0) (30.6) 100.1 32.9
Profitability ratios (%)
OPM 13.2 8.3 7.9 10.0 111
EBIT margin 11.7 6.5 53 7.8 9.2
Net profit margin 9.5 4.9 3.0 5.0 6.0
RoCE 324 18.5 145 22.9 24.8
RoNW 67.5 16.9 10.2 17.7 19.5

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Y/e 31 Mar FY21 FY22 FY23 FY24E FY25E
RoA 15.6 8.7 4.7 7.6 8.6
Per share ratios
EPS 25.0 17.1 11.9 23.8 31.6
Dividend per share - - - - -
Cash EPS 29.4 23.1 21.5 36.2 45.1
Book value per share 92.5 110.7 122.6 146.4 178.0
Valuation ratios
P/E 19.5 28.5 41.0 20.5 154
P/CEPS 16.6 21.1 226 13.4 10.8
P/B 5.3 4.4 40 33 2.7
EV/EBIDTA 14.2 17.7 15.8 9.9 7.6
Payout (%)
Dividend payout - - - - -
Tax payout - 10.1 24.7 25.2 25.2
Liquidity ratios
Debtor days 36.0 31.1 45.8 45.8 45.8
Inventory days 66.3 69.8 65.6 65.6 65.6
Creditor days 75.1 40.9 75.2 75.2 75.2
Recommendation Tracker
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



~/ YES SECURIT1ES

INSTITUTIONAL EQUITIES

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. 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

Stove Kraft Ltd

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 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 YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited 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.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ are not associated persons of any U.S. regulated
broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading
securities held by a research analyst account. This report is intended for
distribution by YES Securities (India) Limited only to "Major Institutional
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated
and/or transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

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 | IX research@ysil.in
Website: www.yesinvest.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL &
NSDL: IN-DP-653-2021 | MERCHANT BANKER: INM000012227 |
RESEARCH ANALYST: 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: Aditya Goenka,
Email id: compliance@ysil.in, Contact No: 022- 65078127 (Extn: 718127)

Grievances Redressal Cell: customer.service@ysil.in/igc@ysil.in
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DISCLOSURE OF INTEREST

Name of the Research Analyst : Aakash Fadia, Arshia Khosla

The analyst hereby certifies that opinion expressed in this research
report accurately reflect his or her personal opinion about the subject
securities and no part of his or her compensation was, is or will be
directly or indirectly related to the specific recommendation and opinion
expressed in this research report.

I Particulars Yes/No

No.

Research Analyst or his/her relative’s or YSL's

financial interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more

2 securities of the subject company(ies) at the end No
of the month immediately preceding the date of
publication of the Research Report

Research Analyst or his/her relative or YSL has
3 any other material conflict of interest at the time No
of publication of the Research Report

Research Analyst has served as an officer, director

or employee of the subject company(ies) N

YSL has received any compensation from the

subject company in the past twelve months No

YSL has received any compensation for
investment banking or merchant banking or
brokerage services from the subject company in
the past twelve months

No

YSL has received any compensation for products
or services other than investment banking or
merchant banking or brokerage services from the
subject company in the past twelve months

No

YSL has received any compensation or other
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
company(ies)

Since YSL and its associates are engaged in various businesses in the
financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever
nature from the subject companyf(ies) in the past twelve months or
associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
herein.
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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 Securities and Exchange Board of India (SEBI)
registered Stock broker holding membership of National Stock Exchange
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is
also a SEBI-registered Category | Merchant Banker, Investment Adviser
and Research Analyst. YSL is also a Sponsor and Investment Manager of
Alternate Investment Fund - Category Ill (YSL Alternates) and AMFI
registered Mutual Fund Distributor. The Company is also a registered
Depository Participant with CDSL and NSDL. 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.
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