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Q3FY22 Result Highlights Important Statistics
> Preponement of sales, strong base, RM cost, weak E-Commerce MCAP (Zbn) 320.7
impacted Q3FY22 — Stove Kraft Ltd (SKL) posted sales growth of +1.1% 52 Week H/L (3 1135/4
YoY/-17.9% QoQ to %2.97bn in Q3FY22 as growth in offline (+20% eek H/L ]) 35/400
: L NSE Code STOVEKRAFT
YoY;69% of Q3FY22 revenue) was offset by sharp decline in E-Commerce
BSE Code 543260

(-27% YoY; 26% of revenue) and exports weakness. Additionally the impact
in revenue was on a strong base of Q3FY21,preponement of sales to
Q2FY22 with weak E-Commerce as large customer undergoing transition; Shareholding Pattern Dec’21 (%)
restocking did not take place post seasonal offers in Oct’21,RM cost inflation

cooktops (-47%) offset the growth. Offline (including general trade and  source: company Filing, Way2wealth Research
modern retail) grew at robust 20% YoY, E-Commerce witnessed sharp
decline (-25% YoY) during Q3FY22 as one of the large retailer is undergoing
transition. However, E-Com is coming back in Q4FY22 and growing at 15-
20% YoY. Offline (General Trade+ Modern Retail) continues to do
reasonably well. It had not seen any significant weakness in demand,
exports momentum impacted Q3FY22 due to logistical challenges (especially
on the despatch front for the non- stick cookware as the customer could not
arrange for the same). However, it has robust ¥700-750mn orderbook for
exports, providing significant visibility, according to the company. SKL added
18,634 retail outlets in 9MFY22 and now it stands at 70,610. This is across
its product categories and brands.

(400bps YoY/-50bps QoQ) company did not pass on as it expected reversal, BReutatens 50

increasing staff strength for expanding categories/distribution and negative FIIs 9.8

operating leverage. Gross margins compressed 401bps YoY/52bps QoQ to DIIs 7.1

31.7% (below management medium term guidance of 33-34%) with rising Public 29.1

commodity prices. Employee costs rose 43% YoY as it hired staff for

expanding categories/distribution and backward integration of outsourced Financials

products and one time payment to factory staff on festival. A&P spends (Z mn) i

reduced to 3% of sales in Q3FY22 v.s 3.5% in Q3FY21. As a result, EBITDA N

margins compressed 829bps YoY to 6.2% (against management guidance of ~ _Particulars FYio __FY20 _ FY21 _ OMFY22 2

13-14% for FY22). EBITDA declined ~57% YoY to %¥185.5mn with tax Revenue 6,409 6,699 8,590 8,750 -

provision reversal resulting in PAT at¥111.1mn, ~-67% YoY/~-52% QoQ. EBITDA 208 338 1,130 793 I_Q.

> Taken 4% blended price hike across categories — The management  £87 TD_A 4.7 5.0 13.2 9.1 Z

continues to believe into cost plus model and hence bets for sustainable ~ Margin (%) = p

margins of 33-34% (earlier guidance of 34-35%), Q3FY22 came in at 31.7% Net Profit 6 32 815 476 (@]

given it did not effect any price hike as it expected reversal of commodity EPS ) 0.3 1.3 25.0 14.6 c

prices. However, it has now taken 4% blended price hike across categories P/E (x) 2,466.2 493.1 25.2 $

and hence it expects atleast 150bps improvement in margins for Q4FY22, EV/EBITDA .

provided costs do not inch up further. 0 red = 18.7 >

» Exports impacted due to logistics challenges but order book is  P/BV(X) (19.0)  (19.8) 4.0 o)

robust — While pressure cooker/induction cooktop and non-stick cookware RoE (%) (1.0) (5.3) 27.1 c

grew 2%/32%/35% QoQ, LED (-15%), small appliances (-25%) and Gas _RoCE (%) 4.1 4.5 17.3 (-3
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> New Acquisition augers well for the core business support — Recent
SKL announced acquisition of business of SKAVA Electric Pvt Ltd which
will enable SKL entry into the business of manufacturing /ow voltage
switchgear solutions like electrical switches, sockets, distribution
boxes, switch boards, M.C.B, bulb holders, etc. SKAVA had sales
turnover of ¥104mn/3179mn/3304mn in FY21/FY20/FY19 respectively. SKL
will acquire the business and IPR rights from SKAVA Electric Pvt Ltd on a
slump sale basis for total consideration of ¥40mn in cash. The company also
announced foray into Modular Kitchen as it signed MoU (Memorandum of
Understanding) with METSMITH Innovations Pvt Ltd for the purchase of
Fixed Asset at purchase price valued at ¥83mn. The company will focus on
value for money segment.
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For SKL, Q3FY22 was a poor quarter on account of strong base as Q3FY21 was
exceptionally strong due to pent up demand, preponement of sales to Q2FY22
(early festivals), weak E-Commerce, restocking did not take place post seasonal
offers in Oct’21, RM cost inflation which the company did not pass on, high
employee cost increasing staff strength for expanding categories/distribution and
negative operating leverage. But it has grown faster than competition in the last
7 years. It has now taken 4% blended price hike across categories with expected
150bps improvement in margins for Q4FY22, provided costs do not inch up
further. With opening of new stores, vaccination coverage at highest levels and
gain in market share from unorganised players, we view it as ACCUMULATE
stock trading at P/E 17x FY24EEPS of ¥37.2.
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Financial Performance
(% mn)
Particulars Q3FY22 Q3FY21 YoY (%) Q2FY22 QoQ (%) 9MFY22 9MFY21 YoY (%)
Operating Revenues 2,979.8 2,946.8 1.1 3,628.4 (17.9) 8,750.3 6,235.2 40.3
Cost of Matl 2,066.5 1,446.7 42.8 2,173.7 (4.9) 5,531.8 3,047.1 81.5
Stock Purchases 398.9 454.5 (12.2) 323.8 23.2 907.7 1,069.2 (15.1)
Inventory Changes (429.1) (5.6) 7,576.6 (36.7) 1,068.6 (534.6) (75.6) 606.8
Gross Margin (%) 31.7 35.7 (401) 32.2 (52) 32.5 35.2 (268)
Employee Exps 334.8 235.9 41.9 302.6 10.6 875.8 548.4 59.7
Other Exps 423.2 387.7 9.1 459.1 (7.8) 1,176.4 770.2 52.7
EBITDA 185.5 427.6 (56.6) 406.0 (54.3) 793.2 875.8 (9.4)
EBITDA Margin (%) 6.2 14.5 (829) 11.2 (496) 9.1 14.0 (498)
Other Income 0.6 0.8 (26.7) 1.4 (59.3) 6.3 6.5 4.3)
Depreciation 56.1 38.1 47.1 47.9 17.1 145.1 106.1 36.7 2
Interest Cost 29.6 55.5 (46.8) 38.9 (23.9) 98.0 156.5 (37.4) N
PBT 100.4 334.7 (70.0) 320.7 (68.7) 556.4 619.7 (10.2) 2
Tax (10.7) - NM 91.4 (111.7) 80.8 - NM —
Minority Interest . - - E = . E . )
Net Profit 111.1 334.7 (66.8) 229.3 (51.5) 475.6 619.7 (23.3) Z
EPS R) 3.4 13.5 7.0 14.6 25.1 =
Source: Company, Way2Wealth 8
wn
Segmental Volume Performance ?
(¥ mn)
Q3FY22 Q3FY21 YoY (%) Q2FY22 QoQ (%) 9MFY22 O9MFY21 YoY(%) >
Pressure Cookers 1,110,000 1,230,000 (9.8) 1,090,000 1.8 3,490,000.0 2,470,000.0 41.3 'g
LED 2,630,000 2,890,000 (9.0) 3,090,000 (14.9)  7,390,000.0 5,740,000.0 28.7 A
Induction Cooktop 410,000 280,000 46.4 310,000 32.3  930,000.0  560,000.0 66.1 x~
Gas Cooktop 160,000 220,000 (27.3) 300,000 (46.7)  570,000.0  530,000.0 7.5 v
Non-Stick Cookware 1,500,000 2,200,000 (31.8) 1,110,000 35.1 6,910,000.0 6,320,000.0 9.3 D
Small Appliance/Others 2,250,000 2,910,000 (22.7) 3,000,000 (25.0) 7,150,000.0 5,780,000.0 23.7 A
TOTAL 8,060,000 9,730,000 (17.2) 8,900,000 (9.4) 26,440,000 21,400,000 23.6 8
Source: Company, Way2Wealth pl-
Segmental Performance - Revenue breakdown é
REVENUE REVENUE REVENUE BREAKUP (%)
BREAKUP(%)Q3FY22 BREAKUP(%) 9MFY22 FY21
* 123 " 10.6 - 17.1 *109 . 185 - Nonstick Cookware

Mixer/ Small Appliances
= Pressure Cookers
= LED

31.5
= Induction Cook top

= Gas Cooktop

- 24.4

= 24.8

Source: Company, Way2Wealth
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Past Performance & Forecasting

(% mn)

Revenue 5,290 6,409 6,699 8,590 11,165 13,398 15,731
EBITDA 100 298 338 1,130 1,027 1,401 1,845
EBITDA Margin (%) 1.9 4.7 5.0 13.2 9.2 10.5 11.7
Net Profit (127) 6 32 815 615 897 1,211
EPS (R) (5.2) 0.3 1.3 25.0 18.9 27.5 37.2
ROE (%) 7.1 (1.0) (5.3) 27.1 18.8 21.4 25.1
RoCE (%) (0.5) 4.1 4.5 17.3 16.9 25.1 28.9
P/E (x) (122.3) 2,466.2 493.1 25.2 33.4 22.9 17.0
EV/EBITDA (x) 248.3 79.1 71.6 18.7 21.6 15.4 11.2
P/BV (x) (6.7) (19.0) (19.8) 4.0 5.9 5.0 4.1
Net D/E (x) (2.3) 4.7) (5.9) 0.1 (0.1) (0.2) (0.1)
Cash Balances 38 315 194 373 273 811 994
Debtors Days 48 49 56 36 41 39 36
Inventory Days 76 70 64 66 62 60 56
Payables Days 86 80 82 75 86 92 92

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 11" February 2022
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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

Analyst’s Associate/Firm : Yes/No 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.
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