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Havells India Ltd (HAVELLS) topline grew 31% YoY (+24% QoQ) to €32.2bn with demand
recovery, low base and pricing actions prominent in cables and wires. Volume & price contributed
equally to revenue growth across categories, ex-C&W, to which volumes contributed 20%.
Contribution margins improved across categories expect for Cables and wires (-620bps QoQ) due
to price volatility and Lloyds (-440bps QoQ) on under-absorption of overheads (revenue -31%
QoQ). Despite 140bps QoQ gross margin compression, lower A&P spends (1% of revenue) and
operating leverage resulted into 18bps QoQ expansion in EBITDA margins to 13.8%. The channel
inventory is currently at normalised level as per the management. The company remains optimistic
about demand in the ensuing quarters and is hopeful of a gradual improvement in margins. Demand
is broad-based, unlike last year. Price increases will reflect with a lag and aid margins.
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Particulars FY20 FY21 1HFY22
Revenues 94,292 104,279 58,192
EBITDA 10,274 15,653 7,967
EBITDA
Margin(%) 10.9 15.0 13.7
Net Profit 7,330 10,396 5.359
EPS () 1.7 16.6 8.6
DPS (3) 4.0 6.5 3.0
RoE (%) 17.3 20.5
RoCE (%) 17.7 27.7
P/E (x) 109.9 77.5
EV/EBITDA

86.4 57.0
(x)
P/BV (x) 19.4 16.7
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> Strong revenue growth in Q2FY22 with commodity price inflation impacting margins
— Havells Q2FY21 revenue grew 31% YoY and 24% QoQ to ¥32.2bn. Volume & price
contributed equally to revenue growth across categories, ex-C&W, to which volumes
contributed 20%. Revenues of Lighting & Others segments grew by 22% and 12%,
respectively. Revenues of other segments came largely on expected line. Havells (ex-
Lloyds) grew 33% YoY to I29bn while Lloyds grew 22% YoY its profitability was
impacted to higher input prices, also higher capex and negative operating leverage
impacted the profitability. EBITDA stood at ¥4.4bn vs. I4.2bn in Q2FY21. EBITDA margin
stood at 13.8%, down 343bps YoY but +18 bps QoQ. Gross margin contracted by
597bps YoY due to the staggered manner in which price hikes were implemented, but it
benefited from inventory gains. Cables and wires segment which has lowest EBIT margin
(after Lloyd) reported 45.8% YoY revenue growth leading to revenue mix deterioration.
Steep inflation, higher freight costs and delayed/ limited price hikes impacted margins.
Other expenses increased 17% YoY. A&P spends stood at 1.0% of sales v/s. 3.3% in
Q2FY20 and 1.7% in Q1FY22 and the management expects it to improve in 2HFY22.
PAT stood at ¥3.0bn with PAT margin was 9.4% vs. 8.1% in Q2FY20 and 9% in Q1FY22

» Switchgear revenue grew 19% YoY to I4.4bn, boosted by the real-estate upcycle. EBIT
margin stood at 27.2% vs. 31.0% in Q2FY21 and 24.0% in Q2FY20.

» Cables& Wires revenue grew 46% YoY to 311.4bn, with EBIT of Z1.1bn. EBIT margin
was 10.1% vs. 14.3% in Q2FY21 and 12.7% in Q2FY20.

» Lighting revenue grew 34% YoY to I3.5bn, supported by new launches and increased
penetration. EBIT margins were 21.9%, up 219bps yoy and 677bps QoQ.

» ECD which largely comprises fans, water heaters and domestic appliances, the revenue
grew 26% YoY to I7.3bn with EBIT of Z1.3bn vs. ¥1.2bn in Q2FY21. EBIT margin stood
at 17.3% vs. 20.2% in Q2FY21 and 14.6% in Q2FY20.

»  Lloyds Q2FY22 revenue was at T3.4bn with growth of 22% YoY. The segment saw a net
operating loss of T183mn, impacted by high competition (restricted adequate price
hikes) and lower production. In ACs, two consecutive bad seasons and higher inventory
led to a hyper competitive environment and pricing pressure. Outlook remains strong. The
management continues to focus on market share gains. There was good acceptance of
new washing machine and refrigerators models from the trade channels. Inventory levels
across products (ex. ACs) are at a normalised level. Festive season: Trade is positive,
expect strong festive demand.

» The management maintained its positive outlook — In Q2FY22, Havells saw healthy
growth across business verticals as it added new customers and broad based demand
channels. Switchgear benefitted from an uptick in real estate while Cables and Wires
sales growth was driven by 45% YoY growth in copper prices. It saw an increase
conversion in projects and B2B and expects industrial and infra segments to remain

Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200008705.
Registered Office:Rukmini Towers, 3*& 4tFloor, # 3/1, Platform Road, Sheshadripuram, Bangalore - 560 020, "
Website: www.way2wealth.com Email: research@way2wealth.com &WAYQW EALTH
Wav2wealthResearch is also available on Bloombere WTWL<GO>


https://www.way2wealth.com/
https://www.way2wealth.com/
mailto:jayakanthk@way2wealth.com

W WAY2WEALTH

2IPage

Research Desk <nw

Havells India Ltd.
Result Update

October 25t, 2021

strong. While commodity prices seem to be easing (Copper: -2% QoQ in Q2FY22),
staggered price increases impacted margins.

» Others — Q4FY21 and QI1FY22 saw high inventory levels with stocking for seasonal
categories and lost summer sales and hence working capital days were at elevated
levels. Inventory levels eased to 77 days in Sep’21 (v/s 92 days in Q4FY21/Q1FY22),
though still higher than 65 days in Sep’19 and Sep’20. Creditor days, however,
normalised to 55 days vs. 42 days in Q1FY22 (truncated quarter). As a result, working
capital levels reverted to 36 days leading to 105% YoY growth in Operating cash flow
(OCF) to X11.1bn. In THFY22, Havells incurred X1.4bn capex largely towards Washing
Machine Greenfield project and expansion of water heater facility.Net cash stood at
20.9bn vs. Z14.1bn in Q2FY21.

View

The company reported strong performance in Q2FY22but the margins were impacted YoY
due to revenue mix deterioration, steep commodity inflation and lag effect of price hikes. The
company benefitted from revival in economy and higher infrastructure spending. In the short
term, lower channel inventory and festive season should rev up primary billing. The
management remains optimistic about demand in the ensuing quarters as more construction
activity, healthy demand from tier 2/3 cities gaining market share from unorganised players
enable a gradual improvement in margins. For Lloyds, the expectation are of improved
distribution network, pricing strategies, completion of appliances portfolio and benefits from
own domestic manufacturing and PLI. The company has maintained its outperformance streak
with strong revenue delivery across product categories. Demand recovery across product
segments is encouraging despite price inflation. The B2B categories, which were impacted
more by Covid-led disruptions, have started to see green-shoots, implying continued revenue
growth in the coming quarters amid the high base of 2HFY21, although at a lower rate.
Volume growth in 2HFY22 in B2C categories would be key to watch out for. EBITDA delivery in
2HFY22 is expected to be moderate as costs are getting normalized and 2HFY21 had benefit
of high gross margin and lower opex. Partial pass through of cost inflation may impact
margins in the short term. Considering the long terms gain the shareholders can accrue from
the growth prospects, we continue to view it as ACCUMUALTE with fair value of I1450-
1470 trading at P/E 52x FY23E EPS of ¢24.6.
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Financial Performance

(¥mn)
Particulars Q2FY22 Q2FY21 YoY (%) Q1FY22 QoQ(%) 1HFY22 THFY21 YoY (%)
Revenues 32,210 24,518 31.4 25,982 24.0 58,192 39,309 48.0
Raw material costs 21,175 14,655 44.5 16,713 26.7 37,888 24,316 55.8
Staff costs 2,494 2,145 16.3 2,325 7.3 4,819 3,910 23.3
Advertisement Spend 326 194 67.8 452 (27.9) 777 255 204.8
Other expenses 3,779 3,317 13.9 2,962 27.6 6,741 5,313 26.9
EBITDA 4,436 4,207 5.5 3,531 25.6 7,967 5515 44.5
EBITDA Margin (%) 13.8 17.2 (343)bps 13.6 18bps 13.7 14.0 (31)bps
Depreciation 623 591 5.5 616 1.2 1,239 1195 3.7
Interest costs 111 173 (35.8) 110 1.5 221 340 (35.1)
Other income 333 792 (58.0) 342 (2.7) 675 1114 (39.4)
PBT 4,035 4,235 (4.7) 3,148 28.2 7,182 5,094 41.0
Tax 1,019 987 3.2 805 26.6 1,824 1,213 50.3
Net Profit 3,016 3,248 (7.2) 2,343 28.7 5,359 3,881 38.1
EPS R) 4.8 5.2 3.7 8.6 57
Source: Company, Way2Wealth
Segmental Performance
(< mn)
Revenue QIFY20 Q2FY20 Q3FY20  Q4FY20  QIFY21  Q2FY21  Q3FY21 Q4FY21 QIFY22  Q2FY22  YoY(%) QoQ(%)
Switchgear 3,419 3,638 3,309 3,027 1,902 3,703 4,371 4,633 3,734 4,426 19.5 18.5
Cables & Wires 7,785 8,213 7,121 6,823 4,611 7,847 9,052 10,292 8,072 11,440 45.8 4.7
I';:?(::LZQS & 2,504 2,536 2,760 2,343 1,380 2,646 3,533 3,297 2,099 3,536 33.6 68.4
Electrical
Consumer 5,616 4,902 5,359 4177 3,017 5,799 7,831 7,124 5,760 7,284 25.6 26.5
Durable (ECD)
Lloyd Electric 6,520 1,800 3,004 4,579 3,062 2,804 5116 5,906 4,944 3.413 21.7 (31.0)
Other 1,282 1,217 1146 1,213 820 1,719 1,757 2,070 1,373 2,112 22.8 53.8
Total 27,126 22,306 22,698 22,162 14,792 24,518 31,660 33,322 25,982 32,210 31.4 24.0
Source: Company, Way2Wealth
Revenue Mix (%) Q1FY20 Q2FY20 Q3FY20 Q4FY20 QI1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Q2FY22
Switchgear 12.6 16.3 10.5 13.7 12.9 15.1 13.8 13.9 14.4 17.0
Cables & Wires 28.7 36.8 22.5 30.8 31.2 32 28.6 30.9 31.1 44.0
Lighting & Fixtures 9.2 11.4 8.7 10.6 9.3 10.8 11.2 9.9 8.1 13.6
Electrical Consumer
Durable (ECD) 20.7 22 16.9 18.8 20.4 237 24.7 21.4 22.2 28.0
Lloyd Electric 24 8.1 9.5 20.7 20.7 114 16.2 17.7 19.0 13.1
Other 4.7 5.5 3.6 5.5 5.5 7.0 5.5 6.2 5.3 8.1
Source: Company, Way2Wealth Inst Equity
(¥ mn)
f:ﬂm:::l‘:’:e QIFY20 Q2FY20 Q3FY20 Q4FY20 QIFY21 Q2FY21 Q3FY21 Q4FY21 QIFY22 Q2FY22  YoY(%) QoQ(%)
Switchgear 830 875 875 670 291 1,150 1,372 1,234 1,020 1,203 4.6 17.9
Cables & Wires 845 1,043 767 666 366 1,118 1,026 1,528 1,262 1,153 3.1 (8.7)
Lighting & Fixtures 357 308 480.8 329 29 521 811.4 680 317 773 48.4 143.9
Electrical Consumer 823 717 770 560 370 1,172 1,405 1,090 673 1,264 7.8 87.7
Durable (ECD)
Lloyd Electric 82 (440) (128) 85 64 51 309 318 103 (183) (458.2) (278.1)
Other -54 (109) (91) (13) (46) 141 703 145 54 202 435 276.2
Total 2,883 2,394 2,673 2,297 1,074 4,153 5,627 4,994 3,429 4.412 6.2 28.7
Source: Company, Way2Wealth
Segment-wise EBIT margin (%) QI1FY20 Q2FY20 Q3FY20 Q4FY20 QI1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Q2FY22
Switchgear 24.3 24.1 39.8 22.1 15.3 31.1 31.4 26.6 27.3 27.2
Cables & Wires 10.9 12.7 17.5 9.8 7.9 14.2 11.3 14.8 15.6 10.1
Lighting & Fixtures 14.3 12.1 30.6 14.0 2.1 19.7 23.0 20.6 15.1 21.9
Electrical Consumer Durable (ECD) 14.7 14.6 24.5 13.4 12.3 20.2 17.9 15.3 11.7 17.3
Lloyd Electric 1.3 (24.4) 7.9 1.9 2.1 1.8 6.0 5.4 2.1 (5.4)
Other (4.2) (9.0) 55.1 (1.1) (5.6) 8.2 40.0 7.0 3.9 9.6
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 in Havells India Ltd. as on 25 October 2021

Name of the Security Havells India Ltd.
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information No
contained
Financial Interest
Analyst : No
Analyst’s Relative : Yes / No 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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