Light'House Update

ﬁWAYQWEALTH Sector - Household Appliances

Research Desk <»ml

Stove Kraft Ltd. . 5.

@ L J
8™ August 2023 CMP —3493.6/- View — ACCUMULATE
Q1FY24 Result Highlights Important Statistics
> Revenue grew ~10%/7% YoY/QoQ to ¥2.99bn with price hikes MCAP (Z bn) 16.3
across categories,raw matl cost coming down and new products 52 Week H/L (%) 740/354
being sold — Stove Kraft Ltd (SKL) witness sales growth of ~10%/7% NSE Code STOVEKRAFT
YoY/QoQ to 2.99bn in Q1FY24 with strong YoY growth from Induction BSE Code 543260
cooktop segment by 13.4% and Small appliances grew by 67.5%. Gas
cooktops, Non-Stick Cookware and Cooker declined 22.9%, 5.1% and 0.5% - =
respectively. As per the management, price hikes were taken during the Shareholding Pattern Jun'23 (%)
quarter across categories along with raw material cost coming down and Promoters 55.9
further enabled by new product introduction which showed good growth in DIIs 1.2
Tier 2-3 cities & towns. ECom sales grew 24% YoY. EBITDA was at FIIs 1.0
%253.2mn grew 28.1% YoY and 3.4x QoQ with margin at 8.5% grew Public 41.9
123/578 bps YoY/QoQ as employee expenses and other expenses grew
23.8% YoY and 25.5% YoY respectively. Gross margin saw improvement of Financials
474/465 bps YoY/QoQ to 37.2% enabled by YoY volume growth in pressure (T mn)
cooker by 38%, growth in Induction Cooktop; Exports growth in Non-Stick  |particulars FY20 FY21 FY22 2
Cookware, Small appliances witnessing growth starting from 20% along with  “peyenue 6,699 8584 11,342 N
some of the cost reduction and back integration benefits which were  ggrrpa 338 1,132 927 2
retained. Exports Order book strong at 1bn for next two quarters. PBT  ggrrpa margin (%) 5.0 13.2 8.2 -
grew 4.6% YoY and from loss of ¥79.7mn QoQ to ¥110.7mn with increase in - Net profit 32 812 562 —e
depreciation/ interest cost to ¥102.7mn/ ¥42.4mn respectively while other  gps 7) 13 24.9 17.1 -g_
income was at 32.7mn down 32.5% YoY. PAT grew marginally ~2YoY and  p/E (x) 515.7 20.1 29.0 =+
from loss of ¥60mn to profit ¥82mn QoQ. ¥750mn Capex for FY24 which EV/EBITDA (x) 58.7 14.8 19.4 -
includes Warehousing, retail stores and Automated Cast Iron Plant in P/BV (x) (26.9) 5.4 45 o
Bengaluru. As per the management, 60-70% of new plant work done with RoE (%) (5.3) 26.8 15.4 5
warehouse to start operation in Q3FY24. ROCE (%) 4.5 17.3 10.0 D
»  The management remain committed to continue its growth trajectory by - !
bringing valued products to its customer. It has improved its offering -artculars e R SRS >
by bringing indigenous manufactured products like Stainless Steel Bottles, ~ Revenue 12,796 13,367 17,612 o)
Kettles & Electric Rice Cooker along with established Air Fryer from the  EBITDA 948 1,219 1,823 c
Bangalore Unit which will provide the next leg of growth & create long-term EBITDA Margin (%) 74 9.1 10.4 a
value for all our stakeholders. Net Profit 358 748 986 =
EPS (%) 10.8 22.6 29.9
> TI?e Company pla.ns to add 8-12 stores per month g(_)ing forwa!rd P/E (x) 44.6 21.3 16.2 v
with ¥1.7-1.9mn investment per storg. It has been conS|§tentIy adding EV/EBITDA (x) e e 2 2
company owned company operated retail stores for the Pigeon brand. P/BV (x) 3.9 3.4 31 (7,)
Added 25 new stores in South India taking the count to 77 stores till 30 RoE (%) 8.9 12.8 14.6 O
June 2023 and 90% of the stores achieved operational breakeven within 3 ROCE (%) 7.0 11.4 12.7 2
months of opening. 65,000 new customers were added with 19% repeat  Spurce: company, Wayzwealth =+
purchase. 117,000 units sold with ASP %1530 almost double the company 2'
average. Relative Performance ®
> Channel mix in Q1FY24 — Revenue from General trade at ¥1120mn,
Modern retail at ¥380mn, E-commerce at ¥920mn and branded exports at 4_ A l | I‘k A m "
¥25mn (growth of 38%).As per the management most of the channels have h "\"ff-\’i!‘t\' \ A‘V- LA YN

moved to channel financing with E-Commerce having + 30 credit days.
Additional ECL worth ¥30mn provided for online sales.

> As per the management demand for Apr-May'23 was tepid with expected & & & & & & & & & & & & &
improvement in 2HFY24 on the back of festival demand, strong brand and 89 f § g % ¥ 2 3 g3
distribution network. 8 3 S 8 S S s S s 5 © S

>  The management expects gross margin to be in the range of 33-35% and stove Kraft CNXNIFTY
guided EBITDA margin of 11% for FY24. Source: Company, Way2Wealth

»  The management plans Ad spend no more than 3.5% for FY24 and 25% of

PAT for FY25. Jayakanth Kasthuri

jayakanthk@way2wealth.com
Ph:022-4019 2914
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For SKL, Q1FY24 revenue grew by ~10% YoY which was commendable
considering Tepid Apr-May'23 lacklustre demand scenario. The management has
guided for maintaining margins at least 11% in the coming years which we
believe is a tall ask given the significant employee cost ramp-up, initiatives on
backward integration, distribution expansion and brand building. The
management is banking upon the festival demand starting from late Sep’23 for
demand improvement with target to open seven to eight stores every month.
Hence, we continue to view it as an ACCUMULATE stock trading at P/E 16.5x
FY25E EPS of ¥29.9.
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FINANCIAL PERFORMANCE
(¥ mn)
Particulars Q1FY24 Q1FY23 YoY (%) Q4FY23 QoQ (%) FY23 FY22 YoY (%)
Operating Revenues 2,991.0 2,732.0 9.5 2,796.6 7.0 12,796.1 11,342.2 12.8
Cost of Matl 1,826.9 1,698.3 7.6 1,610.3 13.5 7,460.7 7,026.4 6.2
Stock Purchases 266.6 228.1 16.9 173.4 53.8 1,138.4 1,108.8 2.7
Inventory Changes (215.2) (81.1) 165.4 102.7 (309.5) 35.2 (401.0) 108.8
Gross Margin (% ) 37.2 32.5 474 32.5 465 32.5 31.8 71
Employee Exps 389.4 314.6 23.8 365.4 6.6 1,429.4 1,123.8 27.2
Other Exps 470.1 374.5 25.5 469.8 0.1 1,784.8 1,557.3 14.6
EBITDA 253.2 197.6 28.1 75.0 237.7 947.6 927.0 2.2
EBITDA Margin (% ) 8.5 7.2 123 2.7 578 7.4 8.2 (77)
Other Income 2.7 4.0 (32.5) 1.3 114.3 7.3 5.8 27.2
Depreciation 102.7 66.2 55.3 94.3 8.9 316.9 197.2 60.7 2
Interest Cost 42.4 29.5 43.7 61.6 (31.1) 165.3 110.1 50.1 %’
PBT 110.7 105.9 4.6 (79.7) 239.0 472.8 625.4 (24.4)
Tax 28.7 25.1 (14.5) (19.6) 246.3 115.1 63.3 (82.0) r.
Net Profit 82.0 80.8 1.5 (60.0) 236.6 357.7 562.1 (36.4) 'g.
EPS (%) 2.5 2.5 (1.8) 10.8 17.1 -+
Source: Company, Way2Wealth g
c
SEGMENTAL PERFORMANCE - REVENUE BREAKUP (%) %
1
Revenue Breakup Q1FY24 FY23 FY22 Q4FY23 Q3FY23 Q2FY23 Q1FY23 >
Nonstick Cookware 21.8 17.9 16.9 13.5 15.1 19.0 23.1 p
Mixer/ Small Appliances 36.5 30.8 30.2 35.8 33.5 29.7 24.1 E
Pressure Cookers 20.1 23.5 24.1 25.6 23.1 25.4 21.5 (@)
LED 5.7 6.1 6.9 4.1 6.5 5.9 7.5 ~
Induction Cook top 8.5 12.5 11.6 11.4 13.7 10.5 13.4 v
Gas Cooktop 7.3 9.2 10.4 9.6 8.1 9.5 10.4 2
Source. Company, Way2Wealth 8
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(¥ mn)

Revenue 5,290 6,409 6,699 8,584 11,342 12,796 13,367 17,612
EBITDA 100 298 338 1,132 927 948 1,219 1,823
EBITDA Margin (% ) 1.9 4.7 5.0 13.2 8.2 7.4 9.1 10.4
Net Profit (127) 6 32 812 562 358 748 986
EPS () 3.9 0.2 1.0 24.6 17.0 10.8 22.6 29.9
ROE (%) 7.1 (1.0) (5.3) 26.8 15.4 8.9 21.4 16.3
RoCE (%) (0.5) 4.1 4.5 17.3 10.0 7.0 11.6 9.3
P/E (x) (127.9) 2,579.5 515.7 20.1 29.0 45.6 21.8 16.5
EV/EBITDA (x) 204.7 64.5 58.7 14.8 19.4 19.0 11.8 9.4
P/BV (x) (9.1) (25.9) (26.9) 5.4 4.5 4.0 3.5 3.2
Net D/E (x) (2.3) 4.7) (5.9) 0.1 0.5 0.4 0.2 0.1
Cash Balances 38 315 194 373 121 198 298 469
Debtors Days 48 49 56 36 31 40 37 36
Inventory Days 76 70 64 66 70 69 65 64
Payables Days 86 80 82 77 72 75 74 73

Source: Company, Way2Wealth
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The
analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth
Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business.
Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to
engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for
every individual and are solely for the informational purposes of the readers. This material does not take into account the specific objectives, financial
situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients
as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable in the
relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or
implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose,
accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any
damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not
Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not
limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an
economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and
diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell
or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this material may be
copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit,
redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and
employees including persons involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or
otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Stove Kraft Ltd. as on 08 August 2023
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Name of the Security Stove Kraft Ltd.
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information

contained

Financial Interest No

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No

Conflict of Interest No

Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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