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Expecting a better summer with continued margin recovery BUY
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In Q3 FY24, Havells India Ltd. (HAVL) recorded weak revenue growth on CMPRs. 1,291

account of weakness in consumer demand. The Company clocked a 7% TARGET Rs. 1,512 (17.1%)
revenue growth on a YoY basis, driven by good performance in Cables and

Other Domestic Appliances on account of the festive season. In Q3 FY24, Company Data

overall EBITDA margin improved sequentially but declined on a YoY basis

Bloomberg Code HAVL IN
owing to higher ad spending and manpower investments. From Q3 FY24
onwards, the Company has started making significant efforts to develop its MCAP (Rs. Mn) 8,09,079
export business in addition to its expectation of the demand environment for 0/S Shares (Mn) 627
its key products like AC and fans to be better in Q4 FY24 and Q1 FY25, owing 52w High/Low 1,472/1,128
to a strong summer season. A culmination of efforts on multiple fronts will

Face Value (in Rs.) 1

continue to push margins closer to normal levels.
Liquidity (3M) (Rs.

Consumer demand softness continues to impact growth Mn) 937
In Q3 FY24, HAVL recorded a 7% topline growth on a YoY basis on account of Shareholding Pattern %
prolonged weakness in consumer demand. Switchgear, Lighting, and ECD Dec Sep Jun
segments witnessed weak performance along with an operating margin 23 23 23
decline. Switchgear and ECD business de-grew on account of weak demand Promoters 59.43  59.43  59.43
from the telecom segment and a higher base quarter, respectively. De-growth Flls 23.96 2419  23.79
in lighting was an outcome of continued price erosion despite volume growth.

Dlls 10.11 9.48 9.78

Significant efforts to boost exports Non-

Institutional 6.50 6.90 6.99

In line with sharpening its focus on exports, HAVL established two subsidiaries
in the USA with a view to developing export business. In addition to this, the Havells vs Nifty
Company is also eyeing the Middle East to build a business for itself. The
growth strategy that HAVL has adopted is like its strategy in India. The R
Company has decided to take the longer route of creating its brand and MJ’A‘/‘
establishing its distribution in overseas markets as well. In addition to this, N- *

HAVL is also open to taking any white labelling business that comes along its

way if the same fetches a desired margin.

Expecting a better summer along with continued EBITDA margin recovery
Jan, 21 Jan, 22 Jan, 23 Jan, 24

Product categories like air conditioners and fans dominate HAVL’s sales in the a— Havells NIETY
Lloyd and the ECD segment, respectively. Both dominant products are seasonal
in nature and are expected to witness a strong summer in the upcoming
quarters of Q4 FY24 and Q1 FY25. This is expected to be the first summer post Key Financial Data
COVID where the business may not see any external barriers like it did last year

Source: Keynote Capitals Ltd.

due to the BEE transition affecting fans and unseasonal rains affecting ACs. (Rs. Bn) FYz3 FY24E  FY25E
Improved scale in both businesses will also help the Company to achieve Revenue 169.1 190.4 218.0
operating leverage benefits driving the overall profitability higher in the EBITDA 16.2 18.1 25.1
upcoming quarters.

Net Profit 10.7 123 17.5
View & Valuation Total Assets 1149  125.0  137.6
We believe that HAVL will see strong demand for key seasonal products like AC ROCE (%) 17% 18% 23%
and fans in the upcoming summer season, along with continued EBITDA margin ROE (%) 17% 18% 22%

improvement. Apart from this, multiple initiatives taken by the Company on
boosting exports must help business momentum to sustain in FY25 as well.
Owing to the above factors, we have revised our estimates and maintain a BUY Devin Joshi, Research Analyst
rating on Havells India Ltd. with a target price of Rs. 1,512 (~54x FY25E EPS). Devin@keynoteindia.net

Keynote Research is also available on , Bloomberg - KEYN

Source: Company, Keynote Capitals Ltd.
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Q3 FY24 Result Update

Result Highlights (Rs. Mn)

Q2 FY24

Change %

(Q-0-Q)

KEYNOTE

Change %

Particulars Q3FY24 Q3FY23 c:‘f';gi)%
Revenue 44,139 41,276 7%
COGS 29,447 27,656 6%
Gross Profit 14,692 13,620 8%
Gross Profit % 33.3% 33.0% 29 Bps
Employee Cost 3,779 3,282 15%
A&SP 1,763 1,278 38%
Other Operating Expense 4,823 4,822 0%
EBITDA 4,327 4,237 2%
EBITDA % 9.8% 10.3% -46 Bps
Depreciation 877 746 18%
EBIT 3,450 3,491 -1%
EBIT % 7.8% 8.5% -64 Bps
Finance Cost 102 73 40%
Other Income 559 396 41%
PBT 3,907 3,815 2%
Tax 1,028 979 5%
Profit for the period 2,879 2,836 2%
EPS 4.59 4.53 -

39,003
26,019
12,984
33.3%
3,783
846
4,621
3,734
9.6%
812
2,922
7.5%
93
525
3,353
862
2,491
3.97

13%
13%
13%
0Bps
0%
108%
4%
16%
23 Bps
8%
18%
33 Bps
9%
6%
17%
19%
16%

9MFY24 9MFY23 (Yo Y] FY23
1,31,480 1,20,515 9% 1,69,107
89,125 83,252 7% 1,17,055
42,355 37,263 14% 52,053
32.2% 30.9% 129Bps  30.8%
11,132 9,404 18% 12,683
3,953 3,279 21% 4,374
15,191 13,860 10% 19,004
12,080 10,720 13% 15,991
9.2% 8.9% 29 Bps 9.5%
2,451 2,188 12% 2,962
9,629 8,532 13% 13,030
7.3% 7.1% 24 Bps 7.7%
280 239 17% 336
1,732 1,310 32% 1,777
11,081 9,604 15% 14,471
2,840 2,467 15% 3,753
8,241 7,137 15% 10,717
13.15 11.39 - 17.11

Segment Highlights (Rs. Mn)

Q2 FY24

Change %

(Q-0-Q)

Change %

M FY24
? (Y-0-Y)

9M FY23

Change %
FY24 FY2

Q3 Q3 FY23 (Y-0-)
Revenue
Switchgears 5,206 5,143 1%
Cables 15,727 14,121 11%
Lighting & Fixtures 4,335 4,232 2%
Electrical Consumer Durables 9,615 9,357 3%
Lloyd Consumer Durables 6,561 6,103 8%
Others 2,695 2,319 16%
Operating Profit
Switchgears 1,256 1,271 -1%
Cables 1,633 1,628 0%
Lighting & Fixtures 614 536 15%
Electrical Consumer Durables 1,073 1,228 -13%
Lloyd Consumer Durables -646 -600 -
Others 44 72 -40%
Operating Profit Margin %
Switchgears 24% 25% -58 Bps
Cables 10% 12% -114 Bps
Lighting & Fixtures 14% 13% 151 Bps
Electrical Consumer Durables 11% 13% -197 Bps
Lloyd Consumer Durables -10% -10% 0 Bps
Others 2% 3% -149 Bps

5,336
14,702
3,999
7,331
4,974
2,662

1,409
1,707
570
848
-745
40

26%
12%
14%
12%
-15%
2%

-2%
7%
8%

31%

32%
1%

-11%
-4%
8%
26%

9%

-228 Bps
-123 Bps
-9 Bps
-41 Bps
515 Bps
11 Bps

15,950 15,192 5% 21,202
45,280 39,645 14% 55,326
12,045 11,986 0% 16,145
25,721 25,488 1% 32,982
24,644 21,239 16% 33,949
7,840 6,967 13% 9,503
4,164 3,844 8% 5,566
5,030 3,362 50% 5,247
1,716 1,725 -1% 2,480
2,878 3,229 -11% 4,190
-2,007 -2,003 - -2,233
171 235 -27% 350
26% 25% 80 Bps 26%
11% 8% 263 Bps 9%
14% 14% -14 Bps 15%
11% 13% -148 Bps 13%
-8% -9% 129 Bps 7%
2% 3% -119 Bps 4%

Source: Company, Keynote Capitals Ltd.
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Q3 FY24 Conference Call Takeaways
General Highlights

- Overall demand in the B2B business was better than B2C. This was due to
subdued consumer sentiment, which is expected to improve due to a
reduction in inflationary pressure.

- In Q3 FY24, HAVL established two subsidiaries, “Havells International Inc”
and “Havells HVAC LLC” in the USA. In overseas markets also, the Company
is looking to establish distribution and build a brand just like it has done in
India. Export business is expected to be a crucial growth driver.

- HAVL and Lloyd have been able to pass on the cost increases that took
place on account of the energy transition both in AC as well as Fans.

- The Company has a strategy to go for capacity expansion in any product
category where the capacity utilization reaches 70-75%. HAVL will continue
to follow this strategy.

C&W segment

- Wires contribute 60-65% to the total C&W segment of HAVL. This is a
brand-oriented business where the Company enjoys better margins
compared to cables.

- In Q3 FY24, cables contributed more than wires, which led to a margin
decline. The Company anticipates this segment to witness strong demand
at least for a few years to come.

Lloyd Consumer

- AC contributes 65-70% to the total Lloyd sales, which are mainly sold in Q4
and Q1 due to the seasonal nature of the product. The Company has
gained market share in 9M FY24 and expects Q4 FY24 and Q1 FY25 to be
better than last year.

- Shelf filling in Lloyd has been slow compared to last year, as last year there
were intermittent rains during the summer season. Current capacity
utilization stands at ~60%.

- The AC industry in India is experiencing consolidation, with the top 5
players taking away the maximum market share. Lloyd now qualifies in the
top 4 and believes that there is a huge room for growth given the very low
penetration of the product in the country.

- Profitability in Lloyd will be a function of raw material procurement
efficiency, operating leverage, product mix improvement and many other
factors. The Company manufactures all the AC components in-house
except compressors and motors.

Electronic Consumer Durables

- Weak performance of the ECD segment is a result of multiple factors like
the BEE transition, price erosion in lighting, lost summer season on account
of unseasonal rains, etc. However, currently, HAVL is observing some green
shoots, which indicates a good Q4 FY24 and Q1 FY25.

Switchgears

- In Q3 FY24, growth in the switchgear segment was low on account of very
strong demand from the Telecom OEM segment in the base quarter. This 3
was coupled with weak export demand. HAVL has not lost market share.
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Financial Statement Analysis

KEYNOTE

Income Statement Cash Flow Statement
Y/E Mar, Rs. Mn FY22 FY23 FY24E FY25E FY26EQMY/E Mar, Rs. Mn szzl FY23 FY24E 13%13 13%15
Net Sales 1,39,385 1,69,107 1,90,355 2,18,034 2,48,412 pre-tax profit 16,066 14,471 16,398 23,285 27,320
Growth % 21% 13% 15% 14%  Adjustments 2,126 2,062 168 1,789 1,744
Raw Material Expenses 91,145 1,13,311 1,27,538 1,43,902 1,63,952 change in Working Capital 3,237 -6,964 _3,957 _4]120 _4’072
Employee Expenses 10,207 12,683 15228 16,353 18,134 1ota| Tax Paid 4149 3919 -4099 -581 -6830
Other Expenses 20,294 26,908 29,505 32,705 37,262 Cash flow from operating
EBITDA 17,739 16,206 18,084 25,074 29,064 Activities 17,280 5,649 10,027 15,133 18,162
Growth % -9% 12% 39% 16% Net Capital Expenditure -2,583 -5,878 -5,912 -3,271 -3,726
Margin% 13% 10% 10% 12% 12% Change in investments -5,996 5,027 0 0 0
Depreciation 2,609 2,962 3,179 3,282 3,237  Other investing activities 993 1,201 1,850 1,850 1,850
EBIT 15,130 13,244 14,905 21,792 25,827 Cash flow from investing
Growth % -12% 13% 46% 19% activities -7,586 350 -4,062 -1,421 -1,876
Margin% 11% 8% 8% 10% 10% Equity raised / (repaid) 312 267 0 0 0
Interest Paid 669 551 357 357 357 Debt raised / (repaid) -973  -3,937 0 0 0
Other Income & exceptional 1,604 1,777 1,850 1,850 1,850 Dividend (incl. tax) -4,073  -4,703 -4919 -7,859 -9,221
PBT 16,066 14,471 16,398 23,285 27,320 Other financing activities -739 -696 -357 -357 -357
Tax 4101 3753 4099 581 6830 Cashflow from financing
PAT 11,965 10,717 12,298 17,464 20,490 activities -5,473 -9,069 -5,276 -8,216 -9,578
Net Profit 11,965 10,717 12,208 17,464 20,90 MetChangeincash 4221 3070 68 54397 6708
Growth % -10% 15% 42% 17%
Shares (Mn) 6263 6265 6265 6265 6265 Valuation Ratios
EPS 19.10 17.11 19.63 27.87 32.71 LElULIELS FYZZJ FY23E FY24E FY25E FY26
Per Share Data
Balance Sheet EPS 19 17 20 28 33
Growth % -10% 15% 42% 17%
Y/E Mar, Rs. Mn
Cash, Cash equivalents & Bank 25480 18,702 19496 24993 31,702 CookValuePersShare % 106 118 133 151
Current Investments 1,534 1,809 1,809 1,809 1,809 Return Ratios
Debtors 7,663 9,739 11,421 13,082 14,905 Return on Assets (%) 12% 10% 10% 13% 14%
Inventory 29,681 37,086 42,088 47,488 53,284 Return on Equity (%) 21% 17% 18% 22% 23%
Short Term Loans & Advances 4,003 3,942 3,942 3,942 3,942 Return on Capital Employed (%) 21% 17% 18% 23% 23%
Other Current Assets 1,167 2,622 2,622 2,622 2,622 Turnover Ratios
Total Current Assets 69,527 73,900 81,378 93,936 1,08,265 Asset Turnover (x) 1.4 15 16 1.7 17
Net Block & CWIP 34911 37,946 40,574 40563 41052 .o Grocc Block (x) 32 15 16 18 a1
Long Term Investments 2,727 200 200 200 200 Working Capital / Sales (x) 20% 18% 18% 19% 21%
Other Non-current Assets 1,536 2,872 2,872 2,872 2,872 Receivable Days 17 19 20 71 271
Total Assets 1,08,701 1,14,918 1,25,024 1,37,570 1,52,389 Inventory Days 112 108 113 114 112
i Payable Days 77 76 77 75 73
Creditors 23,800 26,432 29,159 32,100 35,647 A )
Provision 6629 6416 6416 6416  Gale ' orkingcapital Days 53 >0 57 3 60
Short Term Borrowings 0 0 0 0 0 Liquidity Ratios
Other Current Liabilities 9370 8852 8852 8852  ggsy CurrentRatio(x) 17 18 18 2.0 21
Total Current Liabilities 39,800 41,699 44,426 47,367 50,915 Interest Coverage Ratio (x) 250 273 465 662 775
Long Term Debt 2,726 0 ) 0 0 Total Debt to Equity 0.1 0.0 0.0 0.0 0.0
Deferred Tax Liabilities 3506 3,615 3615 3615 3615 NetDebttoEquity 0.4 0.3 03 0.3 03
Other Long Term Liabilities 2,640 3,349 3,349 3,349 3,349 Valuation
Total Non Current Liabilities 8872 6965 6965 6965 6965 PE(X) 60.3 67.4 69.3 48.8 416
Paid-up Capital 626 627 627 627 627 Earnings Yield (%) 2% 1% 1% 2% 2%
Reserves & Surplus 59,403 65628 73,007 82,612 93,884 Price to Sales (x) 5.2 4.3 4.5 3.9 34
Shareholders' Equity 60,029 66,255 73,634 83,239 94,510 Price to Book (x) 12.0 11.2 11.6 10.2 9.0
Non Controlling Interest 0 0 0 0 0 EV/EBITDA (x) 39.5 44.8 46.0 33.2 28.6
Total Equity & Liabilities 1,08,701 1,14,918 1,25,024 1,37,570 1,52,389 EV/Sales (x) 5.0 43 4.4 3.8 3.3

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

Date Rating rgz::::;;c;f:n Upside/Downside
5th July 2023 BUY 1,287 20.7%
215t July 2023 BUY 1,306 14.9%
20t October 2023 BUY 1,293 20.1%
25t January 2024 BUY 1,291 17.1%

Source: Company, Keynote Capitals Ltd.
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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
category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

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.
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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
is strictly confidential 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
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