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Crompton Greaves Consumer Electrical Ltd.

Decent revenue growth, however, margin remained under pressure
Q3FY24 Result Update | Sector: Consumer Electrical | February 15,2024

Decent overall performance: CGCEL consolidated revenue came in at Rs 1,693 Cr,
up by 11.6% YoY, largely driven by Electronic Consumer Durables (ECD) segment
which saw fans, pump and appliances business to report double digit growth as a
result segmental revenue was up by 18.5% YoY to Rs 1,209 Cr. Lighting products
revenue remained flat at Rs 249 Cr while Butterfly business reported a de-growth of
5.8% YoY to Rs 234 Cr. Rise in overhead expenses and decline in other income
dragged the profit down by 3.1% YoY to Rs 85 Cr.

Subdued margin: Its gross profit came in at Rs 550 Cr, up by 11.5% YoY while margin
remained flat as compared to last year at 32.5%. ECD segment posted strong
growth; however, it was offset by subdued performance from Lighting and Butterfly
business which suppressed the gross margin expansion. Rise in channel
investments and ad spends led the EBITDA to decline by 1.7% YoY to Rs 150 Cr while
margin contracted by 120bps YoY to 8.8%.

Segmental performance: Despite strong revenue growth in ECD business, its EBIT
grew by 1.6% YoY to Rs 164 Cr while margin contracted by 227bps to 13.6%, due to
investments made towards advertising and innovation of its product portfolio.
Lighting products EBIT came in at Rs 28 Cr while margin improved by 95bps YoY to
11.2%, led by improvement in product mix as well as cost optimization measures.
Butterfly segment reported an EBIT loss of Rs 2 Cr, impacted by brand building
expenses and ad spends in retail & ecommerce as well as rise in personal cost for
the segment.

Concall and other key highlights: 1) Within the pump category, agriculture business
grew by 39% YoV. 2) It has secured an order for Solar Pumps from Haryana. 3) Fans,
Pumps and Appliances business up by 11%/28%/23% YoY. 4) Premium fans saliency
improved to 26.5% (up by 220bps YoY). 5) Sold 3 Lakh units of water heaters during
the quarter. 6) E-commerce grew by 94% YoY led by appliances business. 7) New
products accounted for 14% of revenue in the Butterfly segment. 8) Procured lighting
projects from Mumbai Coastal Road, Ahmedabad Municipal Corporation and
Chennai Municipal Administration. 9) In the Lighting business; B2C segment
remained subdued while the management foresees recovery in its B2B segment.

Outlook & Valuations: CGCEL has a strong presence in fans business while it has a
healthy presence in Lighting products and Kitchen appliances. Under Crompton 2.0,
the management has been focusing on driving its business through top-line growth
while investment across channel mix to improve brand visibility and premiumization
of products shall reap rewards in terms of improving its margins and overall
profitability. Additionally, rise in housing infrastructure across the country shall aid in
growth of its core fans and appliances business. We remain positive on the growth
prospects of the company and estimate its revenue/EBITDA/PAT to grow at a CAGR
of 14%/15.4%/15% over FY23-26E and maintain our Buy rating with a target price of
Rs 342, valuing the company at a PE multiple of 30x on FY26E EPS.

Financial Summary - consolidated

Particulars, Rs cr FY23 FY24E FY25E FY26E

Net revenue 6,870 7,557 8,917 10,165
EBITDA 770 782 1079 1184
EBITDAM (%) n.2 10.4 12.1 1.6
APAT 476 452 666 725
APATM (%) 6.9 6.0 7.5 7.1
EPS (Rs) 7.5 7.1 10.5 n.4a
PE (x) 375 39.6 26.8 24.6
ROE (%) 18.6 16.2 21.3 205

Source : RBL Research
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Crompton Greaves Consumer Electrical Ltd.

Q3FY24 Result Update

Net sales up by 11.6% mainly driven by ECD
segment

Operational performance impacted by higher
ad spends

High overhead expenses and decline in other
income dragged profit down by 3.1% YoY

ECD segment reported strong growth with
Fans, Pumps and Appliance reporting double
digit growth

Cost optimization and improved product mix
led to improved profitability in Lighting
Products segment

P&L Account Quarterly - consolidated

Particulars, Rs cr Q3FY24 Q3FY23 Y-0-Y (%) Q2FY24 Q-0-Q (%)
Net sales 1,693 1,516 11.6 1,782 (5.0)
Total Material Cost 1,143 1,023 11.7 1,224 (6.6)
Gross Profit 550 493 115 558 (1.5)
Gross Profit Margin (%) 325 325 - 313 116 bps
Employee cost 146 134 8.6 150 (3.0)
Other overheads 254 207 231 234 8.9
Total Expenses 1,543 1,364 13.1 1,608 (4.0)
EBITDA 150 152 (1.7) 175 (14.2)
EBITDA Margin (%) 8.8 10.1 -120 bps 9.8 -94 bps
Depreciation 32 30 9.4 32 1.1
Interest 22 29 (26.8) 22 -
Other income 17 21 (21.7) 15 12.0
PBT 112 115 (1.9) 136 (17.2)
Tax 27 26 23 35 (22.6)
Effective tax rate (%) 24.0 23.0 98 bps 25.7 -168 bps
Reported PAT 85 88 (3.1) 101 (15.3)
PAT margin (%) 5.0 5.8 -77 bps 5.7 -61 bps
Source : RBL Research
Cost analysis
As a % of net sales Q3FY24 (o) ] #X] Y-o0-Y (bps) Q2FY24 Q-0-Q (bps)
Material costs 67.5 67.5 4 68.7 (116)
Personnel Costs 8.6 8.8 (24) 8.4 18
Other overheads 15.0 13.6 140 13.1 192
Total costs 91.2 89.9 120 90.2 94
Source : RBL Research
Segmental Revenue
Particulars, Rs cr Q3FY24 Q3FY23 Y-0-Y (%) Q2FY24 Q-0-Q (%)
Lighting Products 249 248 0.7 239 4.5
Electric Consumer Durables 1,209 1,020 18.5 1,238 (2.3)
Butterfly 234 248 (5.8) 306 (23.49)
Total 1,693 1,516 11.6 1,782 (5.0)

Segmental EBIT

Particulars, Rs cr

Lighting Products

Margin (%)

Electric Consumer Durables
Margin (%)

Butterfly

Margin (%)

Q3FY24
28
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(2)

(0.8)

Source : RBL Research

Q3FY23 Y-0-Y (%) Q2FY24 Q-0-Q (%)
25 9.9 25 121

10.3 95 bps 10.5 77 bps
162 1.6 176 (6.4)
15.8 -227 bps 14.2 -60 bps

18 - 20 -
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Source : RBL Research
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Crompton Greaves Consumer Electrical Ltd. Q3FY24 Result Update

Story in charts
Sequential declined due to subdued performance in non-core segment Increase in ad spends impact EBITDA growth
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ECD revenue up by 18.5% YoY
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Rise in brand building expenses saw contraction in profitability Improved product mix and cost optimization drove growth
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Slight decline in raw material as a % of sales Rise in other expenses and decline in other income impacted margins
16 | 143 148
683 O 686 685 092 687 —_
70 - ©8 6 679 75 68 7 675 "_Nw A ns
12 105 — 101 9.9 98
~— : 8.8
68 77 73 —
£ X 5.8 55 57
60 - . : 5.0
4
50 0
N N @0 (3 (s} o < < < o N I\ o «® o < < <
s s g S S S g g g g B & B & g g g g
@ Sy = & @ 5 = & & & 5 = & & < = & &
o o o o o o o o o o o o o o o o o o
Raw Materials as a % of sales —o=EBITDA margin (%) PAT margin (%)

Source : RBL Research

B 48 RELIGARE oo |
Values that bind




Crompton Greaves Consumer Electrical Ltd. Q3FY24 Result Update

P&L Account - consolidated Balance Sheet - consolidated
Particulars, Rs cr FY23 FY24E FY25E FY26E Particulars, Rs cr FY23 FY24E FY25E FY26E
Net sales 6,870 7,557 8,917 10,165 Share Capital 127.2 127.2 127.2 127.2
Expenditure Reserves & Surplus 2,533 2,794 3,205 3,613
Total raw material cost 4,680 5,138 5,997 6,878 .Il:.sﬁzl Shareholder's e A fsEp 0
Employee cost 541 623 682 778
Otherexpenses 878 1013 1159 1,326 Minority Interest 448 448 448 448
Total expenditure 6,099 6,774 7,838 o) L SR RS
EBITDA 770 782 1,079 1,184 Total borrowings 949 923 910 915
EBITDAM (%) 112 104 12.1 11.6  Otherlongterm 56 64 74 84
Other income 67 73 88 93 Deferred tax liabilities 12 7 7 7
Depreciation 116 133 147 161 Long term provision 131 149 176 198
U &l ez 1Py Ll Current Liabilities
Interest expenses 109 120 132 148 Trade payables 1,044 1,149 1,356 1,545
LT il — e i Short term provisions 168 218 257 293
Tax el (=4 222 242 Other current liabilities 208 227 223 254
ey P A GET e 725 total Liabilities 5,677 6,106 6,784 7,486
L) ) = = 71 Fixed Assets 488 486 489 528
source :RBLResearch ¢, crant work in process 5 6 6 6
Intangible assets 2,787 2,782 2,782 2,782
Other non-current assets 104 115 148 179
Current Assets
Current investments 548 603 711 811
Inventories 744 907 1,076 1,182
Trade receivables 686 680 903 987
Cash & Cash equivalents 128 323 404 727
Other current assets 186 205 265 284
Total Assets 5,677 6,106 6,784 7,486

Source : RBL Research
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Crompton Greaves Consumer Electrical Ltd. Q3FY24 Result Update

Cashflow - consolidated Key ratios - consolidated
Particulars, Rs cr FY23 FY24E FY25E FY26E Particulars FY23 FY24E FY25E FY26E
Reported PBT 612 602 888 967 Per Share Ratios (Rs)
Depreciation 116 133 147 161 Dividend per share 3.0 3.0 4.0 5.0
Tax paid (136) (151) (222) (242) EPS 7.5 7.1 10.5 11.4
Working capital Change 1 (56) (319) (51) CEPS 9.3 9.2 12.8 13.9
Operating Cash Flow (a) 593 529 494 835 Book value per share 41.8 45.9 52.4 58.8
Capex (107) (126) (150) (200) Profitability Ratios (%)
Investments (7) (1 1) (33) (31) PBT Margin 8.9 8.0 10.0 9.5
Investing Cash Flow (b) (114) (137) (183) (231)  NetProfitMargin 6.9 6.0 7.5 7.1
Debt Issuance/ (Repaid) (692) (26) (13) 4 Rt 14.0 14.5 18.9 18.8
Dividend Paid (191) (191) (254) (318) RoE 186 162 213 205
Dividend Payout 40.1 423 38.2 43.8
Others (408) 21 36 33
o . Efficiency
Financing Cash Flow (c) (1,290) (196) (231) (281)
Inventory (Days) 40 44 44 42
Net Cash Flow (a+ b +¢) (811) 195 81 324
Creditor (Days) 67 66 65 65
Closing Cash 128 323 404 727
Debtor (Days) 36 33 37 35
Source : RBL Research
Interest Cover Ratio (x) 6.6 6.0 7.7 7.5
Debt-Equity Ratio (x) 0.4 0.3 0.3 0.2
Current ratio (x) 1.5 1.5 1.6 1.6

Valuation Ratios (x)

P/E 37.5 39.6 26.8 24.6
P/B 6.7 6.1 5.4 4.8
EV/EBITDA 24.3 23.6 17.0 153
Dividend Yield (%) 1.1 1.1 1.4 1.8

Source : RBL Research
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Before you use this research report, please ensure to go through the disclosure inter-alia as required under Securities and Exchange Board of India

(Research Analysts) Regulations, 2014 and Research Disclaimer at the following link: https://www.religareonline.com/disclaimer

specific analyst(s) specific disclosure(s) inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations,
2014 is/are as under:

Statements on ownership and material conflicts of interest, compensation— Research Analyst (RA)

S. No. Statement Answer
Tick appropriate
Yes No
I/we or any of my/our relative has any financial interest in the subject company? [If answer is yes, nature of No

Interest is given below this table]

I/we or any of my/our relatives, have actual/beneficial ownership of one per cent. or more securities of the No

subject company, at the end of the month immediately preceding the date of publication of the research
report or date of the public appearance?

I / we or any of my/our relative, has any other material conflict of interest at the time of publication of the No
research report or at the time of public appearance?

I/we have received any compensation from the subject company in the past twelve months? No
I/we have managed or co-managed public offering of securities for the subject company in the past twelve No
months?

I/we have received any compensation for brokerage services from the subject company in the past twelve No
months?

I/we have received any compensation for products or services other than brokerage services from the No
subject company in the past twelve months?

I/we have received any compensation or other benefits from the subject company or third party in No
connection with the research report?

I/we have served as an officer, director or employee of the subject company? No
I/we have been engaged in market making activity for the subject company? No

[Please note that only in case of multiple RAs, if in the event answers differ inter-se between the RAs, then RA specific answer with respect to
questions under F (a) to F(j) below, are given separately]

Nature of Interest ( if answer to F (a) above is Yes:

Name(s) with Signature(s) of RA(s).

[Please note that only in case of multiple RAs and if the answers differ inter-se between the RAs, then RA specific answer with
respect to questions under F (a) to F(j) above, are given below]

. Serial Question of question which the signing RA
SS..No. Name(s) of RA. Signtures of RA . Yes No.
needs to make a separate declaration / answer

Copyright in this document vests exclusively with RBL. This information should not be reproduced or redistributed or passed on
directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose, without prior written
permission from RBL. We do not guarantee the integrity of any emails or attached files and are not responsible for any changes
made to them by any other person.

Research Disclaimer: https://www.religareonline.com/disclaimer
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