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Crompton Consumer

Strong core portfolio performance

Crompton’s core portfolio (standalone), in line with its Crompton 2.0 strategy,
continued to report strong performance as revenue/EBITDA/PAT grew by
12/15/22% YoY. However, the realignment of channel mix, business policies and
brand investments led to a soft performance of Butterfly (revenue down 12%:
EBIT margin at -15.9%) which pulled down overall profitability. ECD margins
at 16.4% (17.2% ex of EPR cost) surprised positively while lighting growth
remained in the black for the second consecutive quarter. Crompton remains
upbeat about the demand scenario backed by a strong start to the summer
season and has initiated three rounds of price hikes (last few months) with
another one in the offing. BGAL should start seeing improvement in revenue
and profitability starting Q2. We believe sustained execution of the Crompton
2.0 strategy and industry outperformance can help rerate the stock. We increase
our FY25/26 earnings by 5% each and value the stock at 35x Mar’26 EPS to arrive
at a TP of INR 400. Maintain BUY.

® Q4FY24 highlights: Consolidated revenue grew by 9% YoY to INR19.6bn
(HSIE: INR19.4bn). Ex-BGAL, revenue grew by 12% YoY (2% above HSIE).
Gross margin expanded by 40bps YoY to 31.9%, led by mix improvement and
cost efficiency measures in the standalone business. EBITDA fell by 4% YoY
to INR2bn (10/4% above HSIE/consensus) impacted by higher A&P spends
(+49% YoY), EPR impact (INR 150mn) and BGAL turnaround measures.
EBITDAM margin contracted by 140bps YoY to 10.4% (HSIE: 9.5%).
Standalone EBITDA grew by 15%, with the margin expanding by 30bps to
12.5%. Consolidated PBT fell by 1% YoY to INR1.7bn while APAT grew by
5% YoY to INR 1.4bn. Standalone PBT/PAT grew by 20%/22%.

" ECD outperforms; lighting arrests declining trend: ECD revenue grew by
14% YoY to INR 15.2bn while margin expanded by 30bps YoY to 16.7% (17.2%
ex of EPR cost). Fans/pumps/appliances grew by 13%/9%/27%. Lighting
revenue grew by 1% YoY to INR 2.8bn while the margin contracted by 200bps
YoY to 8.9% (11.1% ex of EPR cost). While B2C saw healthy volume growth,
price erosion continued to hamper value growth. B2B maintained its robust
momentum. BGAL revenue fell 12% YoY to INR 1.6bn while incurring an
EBIT loss of INR 260mn vs a profit of INR 37mn YoY. While core categories
revenue sustained along with stable market share, optimization of channel
mix, increased brand spending and realignment policies with Crompton
impacted performance.

® Earnings call takeaways: (1) Premium fans’ saliency improved by 300bps
YoY to 24.3%. (2) Within pumps, secured solar pump orders worth INR 870
mn in Q4. Total order book at INR 1.2bn of which INR 280mn has been
executed. (3) In FY24, filed for 85 design registrations, 17 patent applications
and got 7 patent grants. Spent INR 710mn on R&D in FY24. (4) Built-in kitchen
appliance revenue stood at INR 610mn in FY24. (5) Alternate channel
contributed to 18% of revenues (15% LY). (6) Crompton has taken three price
hikes since September with another one in the offing.

Financial summary

(INR mn) Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%)  FY23  FY24| FY25E  FY26E
Net Sales 19,610 17,910 95 16,927 159 68696 73,128] 82,614 93575
EBITDA 2,036 2,114 (B7) 1498 359 7705  7,137| 9,05 10,907
APAT 1,384 1,312 55 860 609 4,632 4399 5849 7,322
EPS (INR) 22 2.1 55 13 61.9 73 6.8 9.1 114
P/E (%) 46.6 496 373 298
EV / EBITDA 283 30.1 231 18.8
RoE (%) 18.1 134 16.0 17.8
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Y/e March (INR mn) Q4FY24  Q4FY23 YoY Q3FY24 Qo0Q 0Q4FY24E Var FY24 FY23 YoY
Revenue 19,610 17,910 9% 16,927 16% 19,351 1% 73,128 68,696 6%
Crompton (P) 17,971 16,043 12% 14,586 23% 17,591 2% 63,904 58,134 10%
BGAL 1,639 1,867 -12% 2,341 -30% 1,761 -7% 9,225 10,562 -13%
RM Cost 13,352 12,260 9% 11,428 17% 13,155 1% 50,003 46,804 7%
% of sales 68.1% 68.5% -40bps 67.5% 60bps 68.0% 10bps 68.4% 68.1% 20bps
Gross Profit 6,258 5,650 11% 5,499 14% 6,197 1% 23,125 21,893 6%
GPM % 31.9% 31.5% 40bps 32.5% -60bps 32.0% -10bps 31.6% 31.9% -20bps
Employee Cost 1,507 1,301 16% 1,457 3% 1,511 0% 5,899 5,408 9%
% of sales 7.7% 7.3% 40bps 8.6% -90bps 7.8% -10bps 8.1% 7.9% 20bps
Other Expenses 2,715 2,235 21% 2,544 7% 2,841 -4% 10,089 8,780 15%
% of sales 13.8% 12.5% 140bps 15.0%  -120bps 14.7% -80bps 13.8% 12.8% 100bps
EBITDA 2,036 2,114 -4% 1,498 36% 1,844 10% 7,137 7,705 -7%
EBITDAM % 10.4% 11.8%  -140bps 8.8%  150bps 9.5% 90bps 9.8% 11.2%  -150bps
Other income 160 168 -4% 167 -4% 172 7% 674 668 1%
Depreciation 350 304 15% 325 8% 329 7% 1,288 1,159 11%
EBIT 1,846 1,978 -7% 1,340 38% 1,688 9% 6,523 7,213 -10%
EBIT Margin % 9.4% 11.0%  -160bps 7.9% 150bps 8.7% 70bps 8.9% 10.5%  -160bps
Interest 156 274 -43% 215 -28% 201 -23% 792 1,092 -27%
PBT before exceptional item 1,690 1,704 -1% 1,125 50% 1,486 14% 5,731 6,122 -6%
Tax Expense 356 389 -8% 270 32% 376 -5% 1,313 1,358 -3%
ETR (%) 21.1% 22.8%  -170bps 24.0%  -300bps 253%  -420bps 22.9% 22.2% 70bps
Profit before JV/Associates/NCI 1,334 1,316 1% 855 56% 1,111 20% 4,418 4,764 -7%
Non-controlling Interest -49 4 na -5 na -30 na 19 132 -86%
Exceptional item - - na - na - na - -64 na
PAT 1,384 1,312 5% 860 61% 1,140 21% 4,399 4,568 -4%
Adj. PAT 1,384 1,312 5% 860 61% 1,140 21% 4,399 4,632 -5%
Adj. EPS (INR) 2.2 2.1 5% 1.3 62% 1.8 22% 6.9 7.3 -5%
Source: Company; HSIE Research
Exhibit 2: Quarterly Performance
Revenue (INR mn) Q4FY24  Q4FY23 YoY Q3FY24 QoQ Q4FY24E Var FY24 FY23 YoY
ECD 15,160 13,257 14% 12,093 25% 14,921 2% 53,922 47,553 13%
Lighting 2,811 2,786 1% 2,494 13% 2,670 5% 9,982 10,581 -6%
BGAL 1,639 1,867 -12% 2,341 -30% 1,761 -7% 9,225 10,562 -13%
Total 19,610 17,910 9% 16,927 16% 19,351 1% 73,128 68,696 6%
EBIT (INR mn)
ECD 2,533 2,177 16% 1,642 54% 2,114 20% 7,747 7,893 2%
Lighting 251 303 -17% 280 -11% 300 -16% 1,053 1,005 5%
BGAL -261 37 na -19 na -133 na 172 840 -80%
Total 2,523 2,518 0% 1,903 33% 2,280 11% 8,972 9,738 -8%
EBIT Margin %
ECD 16.7% 16.4% 30bps 13.6% 310bps 14.2% 250bps 14.4% 16.6%  -220bps
Lighting 8.9% 10.9%  -200bps 11.2%  -230bps 11.2%  -230bps 10.6% 9.5% 110bps
BGAL -15.9% 2.0% -1790bps -0.8%  -1510bps -7.6%  -830bps 1.9% 79%  -610bps
Total 12.9% 14.1%  -120bps 11.2% 160bps 11.8% 110bps 12.3% 14.2%  -190bps
Source: Company; HSIE Research
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Exhibit 3: Change in estimates

Old New Change %
Year End (March) - INR mn FY25E FY26E FY25E FY26E FY25E FY26E
Revenue 81,687 91,853 82,614 93,575 1.0 20
EBITDA 8,663 10,540 9,105 10,907 5.0 3.0
EBITDAM % 10.6 11.5 11.0 11.7 40bps 20bps
APAT 5,492 6,903 5,849 7,322 6.0 6.0
EPS (INR) 8.6 10.9 9.1 11.4 5.0 5.0
Rating BUY BUY
Target Price (INR) 380 400
Target P/E (x) 35x (Mar’'26) 35x (Mar’'26)

Source: Company; HSIE Research

Exhibit 4: Key Assumptions

Year End (March) FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (INR mn)

ECD 33,800 37571 43,110 47557 53922 61,660 70,113
Lighting 11,312 10464 10,831 10,581 9,982 10,780 11,858
Butterfly - - - 10,558 9,225 10,174 11,604
Total 45,203 48,035 53,941 68,696 73,128 82,614 93,575
Revenue Growth %

ECD 5 11 15 10 13 14 14
Lighting -11 -7 4 -2 -6 8 10
Butterfly - - - - -13 10 14
Total 1 6 12 27 6 13 13
EBIT (INR mn)

ECD 6,731 7,392 8,267 7,893 7,747 9,249 10,692
Lighting 706 1,317 1,278 1,005 1,053 1,213 1,364
Butterfly - - - 840 82 382 580
Total 7437 8,710 9,545 9,738 8,882 10,843 12,636
EBIT Margin %

ECD 19.9 19.7 19.2 16.6 14.4 15.0 15.3
Lighting 6.2 12.6 11.8 9.5 10.6 11.3 11.5
Butterfly 8.0 0.9 3.8 5.0
Total 16.5 18.1 17.7 14.2 12.1 13.1 13.5

Source: Company, HSIE Research
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Story in Charts
Exhibit 5: Revenue to grow at 13% CAGR over FY24-26E ~ Exhibit 6: ECD continue to dominate revenue mix
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Exhibit 7: EBITDA to grow at 24% CAGR over FY24-26E  Exhibit 8: PAT to grow at 29% CAGR over FY24-26E
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Exhibit 9: Return profile to improve Exhibit 10: Trading at 37x 1yr-forward P/E
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Financials
Consolidated P&L
Year End (March) - INR mn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Net Revenues 45,203 48,035 53,941 68,696 73,128 82,614 93,575
Growth (%) 0.9 6.3 12.3 274 6.5 13.0 13.3
Material Expenses 30,703 32,672 37,018 46,804 50,003 56,178 63,163
Employee Expense 3,110 3,366 3,624 5,408 5,899 6,609 7,299
Other Expenses 5,399 4,792 5,605 8,780 10,089 10,722 12,206
EBITDA 5,991 7,205 7,695 7,705 7,137 9,105 10,907
EBITDA Growth (%) 2.5 20.3 6.8 0.1 (7.4) 27.6 19.8
EBITDA Margin (%) 13.3 15.0 14.3 11.2 9.8 11.0 11.7
Depreciation 268 297 423 1,159 1,288 1,446 1,551
EBIT 5,723 6,908 7,272 6,545 5,849 7,659 9,356
Other Income (Including EO Items) 591 758 727 668 674 742 806
Interest 407 429 353 1,092 792 485 225
PBT 5,907 7,236 7,645 6,121 5,731 7,917 9,937
Total Tax 1,517 1,837 1,732 1,358 1,313 1,999 2,509
Profit before JV/Associates/NCI 4,390 5,400 5,914 4,764 4,418 5,918 7,428
Non-controlling Interest = = = 132 19 69 106
Exceptional Gain/ (loss) 574 767 (130) - - - -
RPAT 4,964 6,167 5,784 4,632 4,399 5,849 7,322
Adjusted PAT 4,390 5,400 5,914 4,632 4,399 5,849 7,322
APAT Growth (%) 17.7 23.0 9.5 (21.7) (5.0 32.9 25.2
EPS 7.0 8.6 9.3 7.3 6.8 9.1 114
EPS Growth (%) 17.7 229 8.5 (22.0) 6.1) 329 25.2

Consolidated Balance Sheet

Year End (March) - INR mn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
SOURCES OF FUNDS

Share Capital - Equity 1,255 1,255 1,267 1,272 1,286 1,286 1,286
Other Equity 13,429 18,059 23,263 25,328 28,710 32,629 37,700
Total Shareholders’ Funds 14,683 19,314 24,530 26,600 29,996 33,915 38,987
NCI - - 7,825 4,477 4,494 4,563 4,668
Long Term Debt 1,797 2,988 46 5,972 2,990 - -
Short Term Debt 1,700 1,800 16,030 3,250 3,000 2,990 -
Total Debt 3,497 4,788 16,075 9,222 5,990 2,990 -
Net Deferred Taxes (507) (586) 394 123 99 159 233
Other Non-Current Liabilities 191 1,363 1,618 2,004 2,606 2,880 3,159
TOTAL SOURCES OF FUNDS 17,865 24,879 50,441 42,425 43,184 44,507 47,047
APPLICATION OF FUNDS

Net Block 836 974 4,045 4,080 3,991 4,082 4,036
Goodwill 7,794 7,794 12,855 12,855 12,855 12,855 12,855
CWIP 199 109 130 265 585 100 100
Intangible assets 45 28 15,124 14,805 14,361 14,309 14,294
Right of Use Assets 415 353 711 760 762 805 875
Non-Current Investments - - 3 4 - - -
Other Non-Current Assets 306 335 1,184 1,193 1,216 1,261 1,303
Total Non-current Assets 9,595 9,594 34,052 33,961 33,769 33,411 33,463
Current-Investments 5,408 7,697 6,238 5,478 6,891 7,891 10,391
Inventories 4,636 5,186 7,210 7,439 8,304 9,054 10,255
Debtors 4,635 4,608 5,936 6,706 7,209 7,922 8,973
Cash & Equivalents 481 6,040 9,152 1,095 2,608 2,616 2,541
Other Current Assets 2,257 2,264 1,898 1,866 2,036 2,191 2,404
Total Current Assets 17,417 25,795 30,434 22,583 27,048 29,673 34,564
Creditors 6,436 8,204 10,097 10,354 13,145 13,580 15,382
Other Current Liabilities & Provisions 2,711 2,305 3,948 3,766 4,488 4,998 5,597
Total Current Liabilities 9,147 10,509 14,045 14,119 17,633 18,578 20,979
Net Current Assets 8,270 15,286 16,389 8,464 9,415 11,095 13,585
TOTAL APPLICATION OF FUNDS 17,865 24,879 50,441 42,425 43,184 44,507 47,047
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Consolidated Cash Flow

Year End (March) - INR mn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Reported PBT 5,907 7,236 7,645 6,121 5,731 7,917 9,937
Non-operating & EO Items (305) (529) (264) (409) (619) (45) (89)
Interest Expenses 407 429 353 1,092 792 485 225
Depreciation 268 297 423 1,159 1,288 1,446 1,551
Working Capital Change (721) 1,445 1,005 (1,039) 2,226 (665) (55)
Tax Paid (1,446) (575) (1,798) (1,399) (984) (1,999) (2,509)
OPERATING CASH FLOW (a) 4,109 8,303 7,364 5,526 8,434 7,138 9,059
Capex (483) (198) (1,706) (708) (805) (1,043) (1,561)
Free Cash Flow (FCF) 3,627 8,105 5,658 4,818 7,629 6,095 7,498
Investments 363 (5,027) 1,829 8,027 (1,696) (1,200) (2,600)
Non-operating Income 209 267 (3,551) 432 432 327 392
Others - - (13,930) (5,119) - - -
INVESTING CASH FLOW (b) 89 (4,957) (17,359) 2,632 (2,069) (1,916) (3,769)
Debt Issuance/(Repaid) (3,000) 1,300 10,769 (6,842) (3,250) (3,000) (2,990)
Interest Expenses (586) (342) (505) (765) (754) (485) (225)
FCFE 1,212 9,747 16,932 (1,259) 5,133 3,580 4,733
Share Capital Issuance 52 73 603 416 893 - -
Dividend (1,506) (1,874) (1,564) (1,578) (1,912) (1,929) (2,251)
Others (88) (119) (230) (337) (390) - -
FINANCING CASH FLOW (c¢) (5,128) (962) 9,073 (9,105) (5,413) (5,414) (5,466)
NET CASH FLOW (a+b+c) 930) 2,384 922) (948) 952 (191) (176)
EO Items, Others 574 767 (130) - - - -
Closing Cash & Equivalents 240 2,624 1,703 768 1,721 1,529 1,354
Ratios

Year End (March) FY20 FY21 FY22 FY23 FY24 FY25E FY26E
PROFITABILITY (%)

GPM 32.1 32.0 314 319 31.6 32.0 325
EBITDA Margin (%) 13.3 15.0 14.3 112 9.8 11.0 11.7
EBIT Margin 12.7 144 13.5 9.5 8.0 9.3 10.0
PBT Margin 13.1 15.1 14.2 8.9 7.8 9.6 10.6
APAT Margin 9.7 11.2 11.0 6.7 6.0 7.1 7.8
RoE 34.2 31.8 27.0 18.1 134 16.0 17.8
RolC (or Core RoCE) 37.1 45.5 25.9 15.3 13.9 185 22.7
RoCE 35.4 36.3 221 16.3 16.1 20.5 23.9
EFFICIENCY

Tax Rate (%) 25.7 254 22.6 222 229 25.3 25.3
Fixed Asset Turnover (x) 19.0 18.2 12.3 11.2 11.0 11.0 11.0
Inventory (days) 33 37 42 39 41 40 40
Debtors (days) 42 35 36 34 36 35 35
Other Current Assets (days) 14 17 14 10 10 10 9
Payables (days) 53 56 62 54 66 60 60
Other Current Liab & Provns (days) 21 19 21 20 22 22 22
Cash Conversion Cycle (days) 15 15 9 8 0) 3 3
Net D/E (x) 0.2 0.1) 0.3 0.3 0.1 0.0 0.1)
Interest Coverage (x) 14.1 16.1 20.6 6.0 74 15.8 41.6
PER SHARE DATA (Rs)

EPS 7.0 8.6 9.3 7.3 6.8 9.1 114
CEPS 74 9.1 10.0 9.1 8.8 11.3 13.8
Dividend 3.0 2.5 2.5 2.5 3.0 3.5 43
Book Value 23.4 30.8 38.7 41.8 46.6 52.7 60.6
VALUATION

P/E (x) 48.4 394 36.3 46.6 49.6 37.3 29.8
P/BV (x) 14.5 11.0 8.8 8.1 7.3 6.4 5.6
EV/EBITDA (x) 35.1 283 28.0 283 30.1 23.1 18.8
EV/Revenues (x) 4.7 42 4.0 3.2 29 2.5 2.2
OCEF/EV (%) 2.0 41 3.4 2.5 39 3.4 44
FCF/EV (%) 1.7 4.0 2.6 2.2 3.6 2.9 3.7
FCFE/Mkt Cap (%) 0.6 4.6 7.9 0.6) 2.4 1.6 22
Dividend Yield (%) 0.9 0.7 0.7 0.7 0.9 1.0 1.3
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have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as
ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation
in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or
income, etc.
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HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from
time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period
preceding twelve months from t date of this report for services in respect of managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third
party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any
material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based
on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other
reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDEC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEL, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

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.
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