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PEOPLE YOU PROSPER WITH Q1FY25 RESULT UPDATE

Retail Equity Research
Havells India Ltd. SELL

Electrical Equipment 12 Months Investment Period Rating as per Large Cap

BSE CODE : 517354 NSE CODE: HAVELLS CMP Rs.1,838 TARGET Rs.1,644 RETURN -11% ‘
BLOOMBERG CODE: HAVL:IN  SENSEX : 81,333 (BRiLs ey

KEY CHANGES: TARGET & RATING § EARNINGS &

Strong performance...premium valuation
. . ) ) . Market Cap (cr) Rs.1,14,946
Havells India Ltd. (HAVL) is a leading player in electrical consumer )
. . . . . . Enterprise Value (cr) Rs.1,14,817
goods in India. Its key verticals include switchgears, cables & wires, :
lighting fixtures, and consumer appliances. Outstanding Shares (cr) 627
e R by 20% YoY and net profit 43% YoV, led by o Ho0%
evenue grew by % YoY and net profit was up oYoY,ledby . . Vil 0.49%
strong summer related sales. .

e EBITDA grew by 43% YoY, and margins expanded by 160bps to 52 week high Rs.1,987
9.9% but missed our estimates 60bps, as full benefits of price hikes 2 Weeklow Rs.1,233
will be visible only in upcoming quarters. 6m average volume (cr) 0.1

e HAVL's core portfolio underperformed as cables growth was mod-  Beta 0.94
est due to destocking given sharp decline in copper prices. We an- Face value Rs.1
ticipate recovery in H2FY25 given healthy demand in real estate & Shareholding (%) Q3FY24  Q4FY24  QIFY25
construction sector. Promoters 59.4 59.4 59.4

e We anticipate better consumer sentiment in FY25 amid softening FIl's 24.0 24.8 24.7
inflation and healthy demand from construction sector. We expect  \rs/Institutions 10.1 9.9 2.6
28% CAGR growth in earnings over FY24-FY26E Public 54 5.8 6.2

e We value HAVL at a P/E of 52x on FY26E given premium valuation Others 0.9 0.1 0.1
and we downgrade to Sell from Hold rating, with a revised TP of Total 100.0 100.0 100.0
Rs.1,644. Promoter pledge Nil Nil Nil

Summer products drive growth... Price Performance 3 Month 6Month 1 Year

In Q1FY25, revenue grew by 20% YoY, propelled by summer-related prod- Absolute Return 14.1% 34.7% 29.7%
ucts, fans (ECD) and air conditioners (Lloyd). However, the wires and cables Absolute Sensex 9.4% 14.5% 20.1%
segment, accounting for 34% of FY24 sales, saw a modest 2% YoY growth  p.iative Return* 4.7% 20.2% 9.5%

due to destocking following a sharp decline in copper prices during the
quarter. The switchgear segment was impacted by postponement of export
shipments to the next quarter. The lighting segment experienced a modest
5% YoY growth. Overall, healthy demand from the infrastructure and real 2300 mem= Havells === Sensex Rebased
estate sectors is expected to drive growth in HAVL's core portfolio going

*over or under performance to benchmark index

ahead. We anticipate destocking in the wires segment is expected to nor- 1800
malize by Q2FY25, and capacity expansion in cables will drive further 1300
growth in this segment. Additionally, improved consumer sentiment in

FY25, amid softening inflation, is likely to sustain the growth momentum in 800 - T T T 1
the ECD and Lloyd businesses. We anticipate a revenue growth of 15% Ju-23 - Oct-23  Jan-24  Apr24  Jul-24

EBITDA growth healthy... ziLeS th (%) 18’15 ; 2 21’16 ;3 (7) 24’15 36 3

In Q1FY25, EBITDA surged by 43%, with a 160bps YoY margin expansion to EBI;‘VDA ; 1 84'5 ) 32'2 ) 75'2

10%, though this fell short of our estimates by 60 basis points due to a 28% ’ ’ ’

YoY increase in ad spends and delayed price hikes. Net profit increased by ~ EBITDA Margin(%) 240 s Ll

43% YoY, aided by 19% YoY, rise in other income. Future margin expansion PAT Adj. 1,273 1,671 1,982

will be driven by normalization of growth in the core portfolio and pricing  Growth (%) 184 31.2 186

actions initiated in Q1FY25. However, high brand-building investments may  Adjusted EPS 20.3 26.7 31.6

cap near-term margin improvements. We project a robust 28% CAGR Growth (%) 184 31.2 186

growth in net profit over FY24-26E. P/E 90.5 69.0 58.1
P/B 18.9 15.8 13.1

Key con-call highlights... EV/EBITDA 62.2 495 416

¢ FY25 CAPEX guidance amounts to Rs.1,200cr. ROE (%) 18.1 20.8 211

¢ Signed JVs with focus on exports- target products include Kitchen appli- D/E 0.0 0.0 0.0

ances, Lighting & fixtures, and ACs.

Valuations

We maintain a positive long term outlook on HAVL given its brand recall,

strong product portfolio, and robust channel networks, we expect 28%

CAGR growth in earnings over FY24-FY26E. However, given premium valua- ANILR

tion, we value HAVL at a P/E of 52x in FY26E, and downgrade to Sell from Research Analyst

Hold with a target price of Rs.1,644.
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Quarterly Financials

Profit & Loss
Rser | o1Fv25 | o1Fv24 | vovGrowtn (%) | Q4rv24 | 000 Growtn (%) |
Sales 5,798 4,824 20.2 5,434 6.7
EBITDA 576 402 43.2 637 -9.5
EBITDA margin 9.9 8.3 1.6 11.7 -1.8
Depreciation 92 76 20.6 93 -1.5
EBIT 484 326 48.5 543 -10.9
Interest 9 8 0.9 18 -51.7
Other Income 77 65 19.1 76 1.7
Exceptional Items - - - - -
PBT 553 382 44.6 601 -8.1
Tax 141 95 49.0 153 -7.3

Share of profit from Associate - - - - -

Minority Interest - - = - -

Reported PAT 411 287 43.1 449 -8.4
Adjustments - - - - -
Adjusted PAT 411 287 43.1 449 -8.4
No. of Shares 62.5 62.5 - 62.5 -
EPS (Rs) 6.6 4.6 43.0 7.2 -8.4

Change in Estimates

_ 0Old estimates New estimates Change (%)

Year / Rs cr FY25E FY26E FY25E FY26E FY24E FY25E
Revenue 21,433 24,346 21,697 24,569 1.2 0.9
EBITDA 2,390 2,873 2,322 2,752 2.9 4.2
Margin (%) 11.2 11.8 10.7 112 7 05 Y
Adj. PAT 1,683 2,065 1,671 1,982 0.7 4.0
EPS 26.8 32.9 26.7 31.6 0.5 3.9
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Standalone Financials

PROFIT & LOSS BALANCE SHEET
Sales 13,889 16,868 18,550 21,697 24,569 Cash 764 457 243 210 584
% change 33.2 21.5 10.0 17.0 13.2 Accounts Receivable 768 973 1,157 1,337 1,515
EBITDA 1,758 1,603 1,845 2,322 2,752 Inventories 2,968 3,708 3,409 4,176 4,700
% change 12.3 (8.8) 15.1 25.8 18.5 Other Cur. Assets 2,514 2,198 3,283 3,899 4,820
Depreciation 261 296 338 375 431 Investments 2 20 41 41 41
EBIT 1,497 1,307 1,507 1,946 2,321 Gross Fixed Assets 3,019 3,451 4,117 4,817 5317
Interest 53 34 46 35 30 Net Fixed Assets 2,021 2,228 2,606 2,931 3,000
Other Income 160 177 249 316 351 CWIP 57 163 297 120 120
PBT 1,604 1,450 1,704 2,228 2,642 Intangible Assets 1,413 1,396 1,383 1,383 1,383
% change 12.0 (9.6) 17.5 30.7 18.6 Def. Tax (Net) (351) (362) (358) 371) (387)
Tax 409 375 437 557 661 Other Assets 0 0 - - -
Tax Rate (%) 25.5% 25.9% 25.6% 25.0% 25.0% Total Assets 10,155 10,782 12,062 13,727 15,777
Reported PAT 1,195 1,075 1,273 1,671 1,982 Current Liabilities 3,317 3,439 3,841 4,176 4,700
Adj.* 0 0 0 0 0 Provisions 329 412 365 505 539
Adj. PAT 1,195 1,075 1,273 1,671 1,982 Debt Funds 282 11 15 15 15
% change 14.9 (10.1) 18.4 31.2 18.6 Other Liabilities 17 83 99 89 69
No. of shares (cr) 62.6 62.7 62.7 62.7 62.7 Equity Capital 63 63 63 63 63
Adj EPS (Rs) 19.1 17.2 20.3 26.7 31.6 Reserves & Surplus 5,926 6,552 7,376 8,577 10,088
% change 14.9 (10.1) 184 31.2 18.6 Shareholder’s Fund 5,989 6,614 7,438 8,639 10,151
DPS (Rs) 6.5 7.5 7.5 7.5 7.5 Total Liabilities 10,155 10,782 12,062 13,727 15,777
CEPS (Rs) 23.2 21.9 25.7 32.6 38.5 BVPS 95.9 105.9 119.1 138.4 162.6
CASH FLOW RATIOS
Net inc. + Depn. 1,195 1,075 1,273 1,671 1,982 Profitab & Return
Non-cash adj. 208 187 255 107 125 EBITDA margin (%) 12.7 9.5 9.9 10.7 11.2
Changes in W.C 342 (697) 431 (1,090)  (1,064) EBIT margin (%) 10.8 7.7 8.1 9.0 9.4
C.F. Operation 1,744 565 1,959 688 1,043 Net profit mgn.(%) 8.6 6.4 6.9 7.7 8.1
Capital exp. (253)  (586)  (762)  (523)  (500) ROE (%) 21.4 17.1 18.1 20.8 21.1
Change in inv. (605) 504 (1,058) : - ROCE (%) 15.8 12.8 13.7 15.8 16.0
Other invest.CF 95 120 182 316 351 W.C & Liquidity
C.F - Investment (759) 39 (1,635) (207) (149) Receivables (days) 17 19 21 21 21
Issue of equity 31 27 21 - - Inventory (days) 109 104 104 95 99
Issue/repay debt (147)  (456) 77 (10) (20) Payables (days) 112 106 106 101 99
Dividends paid (407) (470) (470) (470) (470) Current ratio (x) 1.9 1.9 1.9 2.1 2.2
Other finance.CF (24) Y] ® G G0 Quick ratio (x) 0.4 0.4 0.3 0.4 0.4
CF - Finance (547)  (907)  (534)  (515)  (520) Turnover &Leverage
Chg. in cash 438 (303) (209) (33) 374 Gross asset T.O (x) 4.9 5.2 4.9 4.9 4.8
Closing cash 764 457 243 210 584 Total asset T.0 (x) 7.2 7.9 7.7 7.8 8.3
Int. covge. ratio (x) 28.0 38.9 33.0 55.9 77.2
Adj. debt/equity (x) 0.1 0.0 0.0 0.0 0.0
Valuation
EV/Sales (x) 8.1 6.8 6.2 5.3 4.7
EV/EBITDA (x) 64.1 71.5 62.2 49.5 41.6
P/E (x) 96.3 107.1 90.5 69.0 58.1
P/BV (x) 25.1 22.0 18.9 15.8 13.1
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Recommendation Summary ( Last 3 years) Dates Rating Target
22-January-21 Reduce 974
2000 25-May-21 Reduce 937
1800 Mile 28-July-21 Reduce 1,042
j ] 22-October-21 Reduce 1,165
1600
R Av ] 10-February-22 Hold 1,336
1400 20-June-22 Buy 1,245
1200 25-July-22 Sell 1,104
00 ’ 23-January-23 Buy 1,311
l 05-May-23 Buy 1,462
800 + T T T y y T 28-July-23 Buy 1,470
Jul-21 Jan22 Jul-22 Jan23 Jul-23 Jan24 Jul-24
01-November-23 Buy 1,424
05-February-24 Buy 1,496
02-May-24 Hold 1,779
Source: Bloomberyg, Geojit Research. 29-July-24 Sell 1,644

Investment Criteria

Ratings Large caps Midcaps Small Caps

Buy Upside is above 10% Upside is above 15% Upside is above 20%
Accumulate - Upside is between 10%-15% Upside is between 10%-20%
Hold Upside is between 0% - 10% Upside is between 0%-10% Upside is between 0%-10%
Reduce/sell Downside is more than 0% Downside is more than 0% Downside is more than 0%
Not rated/Neutral

Definition:

Buy: Acquire at Current Market Price (CMP), with the target mentioned in the research note; Accumulate: Partial buying or to accumulate as CMP dips in the future; Hold: Hold the stock with the
expected target mentioned in the note.; Reduce: Reduce your exposure to the stock due to limited upside.; Sell: Exit from the stock; Not rated/Neutral: The analyst has no investment opinion on the
stock.

To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation
in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity/event we may revisit rating at appropriate time. Please note that the stock
always carries the risk of being upgraded to BUY or downgraded to a HOLD, REDUCE or SELL.

Not rated/Neutral- The analyst has no investment opinion on the stock under review.

DISCLAIMER & DISCLOSURES

Certification: I, Anil R, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of the subject issuer or securities.

This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.

For General disclosures and disclaimer: Please Visit : https://www.geojit.com/research-disclosures#fundamental-research
Regulatory Disclosures:

Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit Credits Private Limited (NBFC), Geojit Investment Limited
(financial Services Company ( yet to start operations)), Geojit Techloan Private Ltd( P2P lending (yet to start operations)), Geojit IFSC Ltd ( a company incorporated under IFSC Regulations
( yet to start operations)), Qurum Business Group Geojit Securities LLC ( a joint venture in Oman engaged in Financial Services ), Barjeel Geojit Financial Services LLC (a joint venture in UAE
engaged in Financial Services), Aloula Geojit Capital Company (a joint venture in Saudi Arabia (Under Liquidation)) and BBK Geojit Securities Co. K.S.C.C (a subsidiary in Kuwait-engaged in
Financial services ). In the context of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a stock
market intermediary, we issue research reports /research analysis etc. that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary action has been taken
against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader before making an investment deci-
sion:

1. Disclosures regarding Ownership:

Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.

It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein.

Further, the Analyst confirms that:

(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict in the subject company.
(ii) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered.

2. Disclosures regarding Compensation:

During the past 12 months, Geojit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject company (c) Have not received any
compensation for investment banking or merchant banking or brokerage services from the subject company. (d) Have not received any compensation for products or services other than
investment banking or merchant banking or brokerage services from the subject company (e) Have not received any compensation or other benefits from the subject company or third party
in connection with the research report (f) The subject company is / was not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services or transactions pertaining to
trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:

It is affirmed that I, Anil R, Research Analyst (s) of Geojit have not served as an officer, director or employee of the subject company Digitally signed

5. Disclosure regarding Market Making activity: A N | L gztt';\‘%g‘t.ozzg

Neither Geojit/its Analysts have engaged in market making activities for the subject company. 12:20:19 +05'30'

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

7. Standard Warning: “Investment in securities market are subject to market risks. Read all the related documents carefully
before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange Board of India before investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor queries:
customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit Financial Services Limited, 34/659 P, Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901367;
Email: compliance@geojit.com. For grievances: Grievance Officer: Mr Nitin K; Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91
484-2901363; Email: grievances@geojit.com. Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: IN-
H200000345, Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098, IRDA Corporate Agent
(Composite) No.: CA0226.
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