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Decent growth performance but margin pressure continues

In Q1 FY24, Havells India Ltd. (HAVL) recorded a decent revenue growth BUY

despite weak consumer sentiments. The Company clocked a 14% revenue CMP Rs. 1,306
growth on a YoY basis, driven by Cables & Wires (C&W) and Lloyd Consumer
segments. EBITDA margins continue to remain weak at 8.3% against the long- TARGET Rs. 1,501 (14.9%)
term average of 12-13%. The Company expects weakness in margin to reduce Company Data

in H2 FY24 which will be driven by a better performance from segments like

Lighting and ECD. We expect the growth momentum in HAVL to continue in MCAP (Rs. Mn) 818,222
FY24 along with at least a partial revival of the overall PAT margin compared 0/s Shares (Mn) 627
to FY23. Therefore, we maintain a BUY rating on HAVL with a target price of 52w High/Low 1,408 /1,024
Rs. 1,501 based on revised estimates.
Face Value (in Rs.) 1
Strong overall growth despite weak consumer demand Liquidity (3M) (Rs. La16
Mn) !
In Q1 FY24, HAVL recorded a 14% topline growth on a YoY basis despite a weak
performance from key segments like switchgear, lighting, and electrical Shareholding Pattern %
consumer durables. The Company expects these businesses to do better in H2 Jun Mar Dec
FY24 which will lead to a better overall performance. The other two segments, 23 23 22
Lloyd and C&W continued to show impressive growth on the back of strong Promoters 59.43 5945  59.45
B2B demand in C&W and continued investments in Lloyd. Flls 2379 2341 22.60
Investments in Lloyd to continue along with efforts to breakeven Dlls 9.78 10.37  10.50
. . . . . Non-
Lloyd continued its growth trajectory despite early monsoons in some parts of Institutional 6.99 7.07 7.44

the country. In Q1 FY24, Lloyd clocked a 20% revenue growth on a YoY basis on
the back of ongoing investments in brand building, R&D, and distribution
expansion by the Company. Despite multiple strategic interventions since the
acquisition, profitability for Lloyd still seems slightly away as the Company’s
primary focus is to become a meaningful player in the consumer appliances
space which will require the ongoing investments to continue. However, to
utilize assets better, the Company has started doing white labelling for some
export customers which will perhaps help Lloyd get to the profitable path
sooner than before. As per management’s expectations, this is a very small
business as of now and will be developed over the next two years. Jul, 20 Jul, 21 Jul, 22 Jul, 23

Havells vs Nifty

Margin recovery expected in H2 FY24 Havells NIFTY

. . . . Source: Keynote Capitals Ltd.
Despite decent sales growth, margins for HAVL continued to remain under

pressure. In Q1 FY24, the Company clocked an 8.3% EBITDA and 5.9% PAT Key Financial Data
margin which are significantly below its long-term averages of 12-13% and 8-9%

respectively. It is expected that H2 FY24 will be better than H1 FY24 in terms of (Rs. Bn) Fy23 FY24E  FY25E
overall growth performance and margins. We expect an overall margin Revenue 16.9 19.5 22.3
improvement in FY24 compared to FY23. EBITDA 16 22 28
View & Valuation Net Profit 1.1 1.6 2.0
We believe that the strong growth momentum in the C&W and Lloyd will Total Assets 114 127 1413
continue along with better performance in the rest of the segments in the ROCE (%) 17% 22% 25%
second half of FY24. Additionally, owing to a better overall demand ROE (%) 17% 22% 24%

environment and ongoing efforts by the company, we expect to see a margin
uptick in FY24 compared to FY23. On the basis of the above parameters, we
have revised our estimate and maintained a BUY rating on HAVL with a target Devin Joshi, Research Analyst
price of Rs. 1,501 (60x FY24E EPS. Devin@keynoteindia.net

Source: Company, Keynote Capitals Ltd.
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Q1 FY24 Result Update
Result Highlights (Rs. Mn)

Change % Change %

QlFY24 QlFY23 (Y-0.Y) Q4 FY23 (Q-0-Q)
Revenue 48,338 42,445 14% 48,592 -1% 1,69,107
COGS 33,659 30,157 12% 33,803 0% 1,17,055
Gross Profit 14,679 12,288 19% 14,789 -1% 52,053
Gross Profit % 30.4% 28.9% 142 Bps 30.4% -7 Bps 30.8%
Employee Cost 3,570 3,037 18% 3,279 9% 12,683
A&SP 1,343 1,134 18% 1,095 23% 4,374
Other Operating Expense 5,746 4,501 28% 5,144 12% 19,004
EBITDA 4,020 3,615 11% 5,272 -24% 15,991
EBITDA % 8.3% 8.5% -20 Bps 10.8% -253 Bps 9.5%
Depreciation 763 721 6% 774 -1% 2,962
EBIT 3,257 2,895 13% 4,497 -28% 13,030
EBIT % 6.7% 6.8% -8 Bps 9.3% -252 Bps 7.7%
Finance Cost 85 98 -13% 98 -13% 336
Other Income 648 476 36% 467 39% 1,777
PBT 3,821 3,273 17% 4,867 -22% 14,471
PBT % 7.9% 7.7% 19 Bps 10.0% -211 Bps 8.6%
Tax 950 841 13% 1,287 -26% 3,753
Profit for the period 2,871 2,432 18% 3,580 -20% 10,717
EPS 4.58 3.88 - 5.71 - 17.11

Segment Highlights (Rs. Mn)

Change % Change %

Q1FY24 Q1FY23 (Y-0-) Q4 FY23 (Q-0-Q)
Revenue
Switchgears 5,409 5,169 5% 6,010 -10% 21,202
Cables 14,852 11,929 24% 15,682 -5% 55,326
Lighting & Fixtures 3,710 3,737 -1% 4,160 -11% 16,145
Electrical Consumer Durables 8,775 8,396 5% 7,495 17% 32,982
Lloyd Consumer Durables 13,109 10,938 20% 12,710 3% 33,949
Others 2,483 2,276 9% 2,536 -2% 9,503
Operating Profit
Switchgears 1,499 1,354 11% 1,721 -13% 5,566
Cables 1,691 875 93% 1,885 -10% 5,247
Lighting & Fixtures 532 614 -13% 755 -30% 2,480
Electrical Consumer Durables 957 1,100 -13% 962 0% 4,190
Lloyd Consumer Durables -616 -563 9% -229 168% -2,233
Others 88 122 -28% 115 -24% 350
Operating Profit Margin %
Switchgears 28% 26% 152 Bps 29% -93 Bps 26%
Cables 11% 7% 405 Bps 12% -64 Bps 9%
Lighting & Fixtures 14% 16% -209 Bps 18% -381 Bps 15%
Electrical Consumer Durables 11% 13% -220 Bps 13% -192 Bps 13%
Lloyd Consumer Durables -5% -5% 45 Bps -2% -289 Bps -7%
Others 4% 5% -183 Bps 5% -102 Bps 4%

Source: Company, Keynote Capitals Ltd.
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Q1 FY24 Conference Call Takeaways
General Highlights

- The B2B business did better compared to B2C due to weak consumer
demand impacting sales for the ECD segment. Demand for infrastructure
related products is strong across segments.

- In FY24, EBITDA margins are expected to pick-up in the second half. The
Company (ex-Lloyd) aims to clock an EBITDA margin in the range of 13-15%
on a sustainable basis.

- There is more traction from Tier | to Tier Ill cities due to more economic
activity in these geographies. Rural demand continues to remain weak
which is expected to pick up in H2 FY24.

- HAVL is expected to incur Rs. 6 Bn worth of CAPEX in FY24 which will be
skewed towards the standalone business unlike a past few years where
maximum capital was allocated to Lloyd.

- Sharp rise in other operating costs during the quarter is attributed to
increased warehousing costs and travelling costs fully coming back.

C&W segment

- In Q1 FY24, growth in the C&W segment was led by volume. Volume
growth during the quarter stood at more than 30% on a YoY basis.

- Capacity utilization in “Underground Cables” is currently very high due to
strong infrastructure related demand.

- New C&W facility in South India is expected to start manufacturing and
supply by the end of FY24. This is where the Company will incur highest
CAPEX in this fiscal year.

Lloyd Consumer

- The Company continues to maintain its spot in the top 3 AC players across
the country in Q1 FY24. The Company believes that it has also gained
market share during the quarter.

- In order to better utilize its large AC manufacturing capacity, HAVL has also
started white labelling for foreign players. The quantities currently are very
small. This business will get built up over the coming two years.

- The primary aim of the Company with Lloyd is to become a meaningful
player in the consumer appliances segment which is a very large market
with a size of around Rs. 1,000 Bn. The Company wants to position Lloyd as
a mass premium player just like Havells.

Electronic Consumer Durables

- The ECD segment registered a muted quarter due to weak consumer
demand and unseasonal rains impacting the fans business. The Company is
expecting good performance from the ECD segment in H2 FY24.

Lighting

- Lighting segment registered a muted quarter due to a deflationary pricing
environment and weak demand in B2C lighting. The Company aims to clock
30-31% contribution margin on a sustainable basis in the lighting business.
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Financial Statement Analysis

Income Statement Cash Flow Statement
Y/E Mar, Rs. Mn FY22 FY23  FY24E  FY25E  FY26EQMNY/E Mar, Rs. Mn FY22  FY23  FY248  FY25E  FY26E
Net Sales 1,39,385 1,69,107 1,95,324 2,23,781 2,55,002 Pre-tax profit 16,066 14,471 20,895 26,353 31,3888
Growth % 2% 18%  15%  14%  pdjustments 2126 2,062 1958 2,068 2,027
Raw Material Expenses 91,145 1,13311 127,937 145458 164221  (poooo it Working Capital N
Employee Expenses 10,207 12,683 14,259 16,336 18,615 Total Tax Paid 4,149 43,919 5,224 6,588 7972
Other Expenses 20294 26908 30275 33567 38250  (.chqow from operating
EBITDA 17,739 16,206 22,853 28,420 33915  ctivities 17,280 5649 13,359 18,703 23,228
Growth % 9% 41% 24% 19%  Net Capital Expenditure 2,583 5878 6067 -3,357 -3,825
Margin% 13% 10% 12% i i Change in investments -5,996 5,027 - - -
D iati 2,609 2962 3,184 3,293 3,252 . . ) ’
epreciation Other investing activities 993 1,201 1500 1,500 1,500

EBIT 15,130 13,244 19,669 25,127 30,663 .

Cash flow from investing
Growth % -12% 49% 28% 22%  activities -7,586 350 -4,567 -1,857 -2,325
Margin% 1% 8% 10% 1% 12% Equity raised / (repaid) 312 267 - - -
Interest Paid 669 551 275 275 275 Debt raised / (repaid) 973 -3,037 } . }
Other Income & exceptional 1,604 1,777 1,500 1,500 1,500 . .

Dividend (incl. tax) -4,073 -4,703 -6,268 -8,894 -10,762
PBT 16066 14471 20895 26353 31888 o N 606 Vs . .
Tax 4101 3,753 5224 6588 7,972 ther financing activities . - . - §

Cash flow from financing
PAT 11,965 10,717 15671 19,764 23,916  ,tivities 5,473 9,069 -6543 -9,169 -11,037
Others (Minorities, Net Change in cash 4221 -3070 2250 7,677 9,866
Associates) - - - - -
Net Profit 11,965 10,717 15671 19,764 23,916
Growth % -10% 46% 26% 21%  Valuation Ratios
Shares (Mn) 6263 6265 6265 6265 6265  |laetEls FY22  FY23E  FY248  FY25E  FY26E
EPS 19.10 1711 2501  31.55  38.17  Per Share Data

EPS 19 17 25 32 38
Balance Sheet Growth % -10% 46% 26% 21%
Y/E Mar, Rs. Mn R - WL 7 B r A rT):  Book Value Per Share % 106 121 138 159
Cash, Cash equivalents & Bank 25,480 18,702 21,057 28,734 38,601 Return Ratios
Current Investments 1,534 1,809 1,809 1,809 1,809 Return on Assets (%) 12% 10% 13% 15% 16%
Debtors 7663 9739 11719 12308 12750  poyuen on Equity (%) 21% 17% 399 20% 26%
Inventory 29,681 37,086 42,219 48,001 53,372 Return on Capital Employed (%) 21% 17% 22% 25% 26%
Short Term Loans & Advances 4,003 3,942 3,942 3,942 3,942 B

Turnover Ratios
Other Current Assets 1,167 2,622 2,622 2,622 2,622 A T 14 1s 16 17 17
Total Current Assets 69,527 73900 83369 97,416 1,13,097 sset Turnover (x) : : : : :
Net Block & CWIP 34911 37,046 40724 40787 41360  Sales/Gross Block (x) 32 3.5 3.7 3.9 4.2
Long Term Investments 2,727 200 200 200 200 Working Capital / Sales (x) 20% 18% 18% 20% 22%
Other Non-current Assets 1,536 2,872 2,872 2872 2,872  Receivable Days 17 19 20 20 18
Total Assets 1,08,701 1,14,918 1,27,164 1,41,276 1,57,529 Inventory Days 112 108 113 113 113

Payable Days 77 76 76 75 73
Creditors 23,800 26,432 29,276 32,516 35614  Working Capital Days 53 50 57 58 57
Provision 6,629 6,416 6,416 6,416 6,416 Liquidity Ratios
Short Term Borrowings - - - - © Current Ratio (x) 17 18 19 2.0 2.2
Other Current Liabilities 9370 8852 8852 8852 8852 |ycrect Coverage Ratio (x) 25.0 273 771 970 1171
Total Current Liabilities 39800 41,609 44503 47,784 50,882 roipenio Eauity o1 0.0 0.0 0.0 0.0
Long Term Debt 2,726 - . . " Net Debt to Equity 0.4 03 03 03 0.4
Deferred Tax Liabilities 3,506 3,615 3,615 3,615 3,615 Valuati
Other Long Term Liabilities 2,640 3,349 3349 3349 3349 aluation
Total Non Current Liabilities 8,872 6,965 6,965 6,965 6,965 PE (x) 60.3 67.4 4.4 431 35.7

1 1 0 0 0 0, 0 0

Paid-up Capital 626 627 627 627 27  FEarnings Yield (%) 2% 1% 2% 2% 3%
Reserves & Surplus 59,403 65628 75031 85901 99,055  Price to Sales (x) 5.2 4.3 4.4 3.8 3.3
Shareholders' Equity 60,029 66,255 75,657 86,528 99,683 Price to Book (x) 12.0 11.2 11.3 9.9 8.6
Non Controlling Interest - - - - - EV/EBITDA (x) 39.5 44.8 36.4 29.3 24.5
Total Equity & Liabilities 1,08,701 1,14,918 1,27,164 1,41,276 1,57,529  EV/Sales (x) 5.0 4.3 4.3 3.7 3.3

Source: Company, Keynote Capitals Ltd. estimates
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KEYNOTE Rating History

Market Pri
arket Price _at Upside/Downside
recommendation
5th July 2023 BUY 1,287 20.7%
215t July 2023 BUY 1,306 14.9%

Source: Company, Keynote Capitals Ltd.

Rating Methodology

BUY Expected positive return of > 10% over 1-year horizon
NEUTRAL Expected positive return of > 0% to < 10% over 1-year horizon
REDUCE Expected return of < 0% to -10% over 1-year horizon

SELL Expected to fall by >10% over 1-year horizon

NOT RATED (NR)/UNDER REVIEW (UR)/COVERAGE SUSPENDED (CS) Not covered by Keynote Capitals Ltd/Rating & Fair value under

Review/Keynote Capitals Ltd has suspended coverage

Disclosures and Disclaimers

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the
Regulations).

Keynote Capitals Ltd. (KCL) is a SEBI Registered Research Analyst having registration no. INHO00007997. KCL, the Research Entity (RE) as defined in
the Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial
products. Details of associate entities of Keynote Capitals Limited are available on the website at https://www.keynotecapitals.com/associate-

entities/

KCL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction
involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies)
discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to
any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific
recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
associates of KCL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

KCL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the
recipients of this report should be aware that KCL may have a potential conflict of interest that may affect the objectivity of this report.
Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Details of pending Enquiry Proceedings of KCL are available on the website at https://www.keynotecapitals.com/pending-enquiry-proceedings/

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may
vary based on Fundamental research and Technical Research. Proprietary trading desk of KCL or its associates maintains arm’s length distance with
Research Team as all the activities are segregated from KCL research activity and therefore it can have an independent view with regards to Subject
Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject KCL & its group companies to registration or
licensing requirements within such jurisdictions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain
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Specific Disclosure of Interest statement for subjected Scrip in this document:

Financial Interest of Research Entity [KCL] and its associates; Research Analyst and its Relatives NO

Any other material conflict of interest at the time of publishing the research report by Research Entity [KCL] and its associates; | NO
Research Analyst and its Relatives

Receipt of compensation by KCL or its Associate Companies from the subject company covered for in the last twelve months; | NO
Managing/co-managing public offering of securities in the last twelve months; Receipt of compensation towards Investment
banking/merchant banking/brokerage services in the last twelve months; Products or services other than those above in connection
with research report in the last twelve months; Compensation or other benefits from the subject company or third party in
connection with the research report in the last twelve months.

Whether covering analyst has served as an officer, director or employee of the subject company covered NO

Whether the KCL and its associates has been engaged in market making activity of the Subject Company NO

Whether the Research Entity [KCL] and its associates; Research Analyst and its Relatives, have actual/beneficial ownership of 1% or | NO
more securities of the subject company, at the end of the month immediately preceding the date of publication of the research
report or date of the public appearance.

The associates of KCL may have:

- financial interest in the subject company

-actual/beneficial ownership of 1% or more securities in the subject company

-received compensation/other benefits from the subject company in the past 12 months

-other potential conflict of interests with respect to any recommendation and other related information and opinions.; however, the same shall
have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of KCL even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the research report.

-acted as a manager or co-manager of public offering of securities of the subject company in past 12 months

-be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies)

-received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from
other than said services.

The associates of KCL has not received any compensation or other benefits from third party in connection with the research report.

Above disclosures includes beneficial holdings lying in demat account of KCL which are opened for proprietary investments only. While calculating
beneficial holdings, it does not consider demat accounts which are opened in name of KCL for other purposes (i.e. holding client securities,
collaterals, error trades etc.). KCL also earns DP income from clients which are not considered in above disclosures.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part
of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed
by research analyst(s) in this report.

Terms & Conditions:

This report has been prepared by KCL and is meant for sole use by the recipient and not for circulation. The report and information contained herein
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