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Havells India

Takeaways from call recently hosted by HDFC
Securities Institutional team

Current state of business:

® Business has normalised currently, post washout in April and sub-normal

business in May. Demand at consumer level is being witnessed across
categories.

Management is not witnessing any down-trading in different product
categories; hence, don’t foresee major risk to realizations.

Recovery has been swifter in rural India. Tier 1 and 2 cities are still not doing
well in terms of demand as key distribution centres in metros are not fully
functional due to local regulations. Havells is at marginal disadvantage due
to comparatively lower presence in rural markets.

Industrial demand has not picked up yet. However, some green shoots are
visible in the form of government orders.

Capacity utilisation of plants has reached normalised levels. Company has
sorted out labour issues.

Channel inventory and current status:

®  Company could not stock up inventory at channel level during March due

to COVID-19, so channel inventory is at normalized level. However, this
helped company to cater to pent-up demand post lockdown relaxation.
Currently, channel itself is only stocking products where primary demand at

consumer level is being witnessed.

®  As of now, there is no pressure from channel for improved trade terms.

Impact on A.C.:

" Summer-2020 was fairly strong. But COVID-19 impacted RAC sales.
However, 1QFY20 was a lean quarter for RACs, therefore, YOY impact will
not be significant.

New product/platform launches:

®  Company is planning to launch refrigerator. The launch has got delayed due

to COVID-19.

Management has launched O20 platform (Online to Offline) in midst of
COVID-19 outbreak during May to compete better with online channel. In
the past, Havells had strategically taken a call not to push Lloyd RACs on
online platform due to higher discounting practices. Management believes
current O20 platform is a win-win situation for customers (getting similar
service like online/modern format) and management can reduce the extent
of price erosion.

COVID-19 fallout and cost cutting measures:

" Bigger players are expected to gain market share as smaller/unorganized
players are struggling due to supply chain disruptions.

* Management is evaluating to tilt marketing spend more towards digital
medium rather than TV and newspaper advertisements in order to reduce
A&P spend.

View:
®  Our analyst Naveen Trivedi believes, once normalcy resumes Havells will
bounce back quickly due to superior execution skills, large portfolio and
strong balance sheet. Maintain ADD rating. Link to his recent update on

Havells

This is ‘Sales View’. Not Research

INSTITUTI(O),NAL
EQUITIES A

Havells India

CMP Rs 579
KEY STOCK DATA

Bloomberg code HAVL IN
No. of Shares (mn) 626
MCap (Rs bn) / ($ mn) 362/4,793
6m avg traded value (Rs mn) 1,350
52 Week high / low Rs 799/447

STOCK PERFORMANCE (%)

3M  6M  12M
Absolute (%) 131 (10.6) (26.5)
Relative (%) @1 53 (152)

SHAREHOLDING PATTERN (%)
Dec-19 Mar-20

Promoters 59.52 59.52
FIs & Local MFs 6.07 8.5
FPIs 25.88 23.04
Public & Others 8.53 8.94
Pledged Shares - -
Source : BSE
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Yearly P&L Summary

Net Revenue 9,429 10,068 (6%)

Add: Depreciation [ Amortization 218 149
Less: Advertisement and Sales Promation a 384 (16%%)
as a % to NR 3.4%. 3.8%
Less: Other SGAA 1,001 969 3%

asa % fio MR 10.6%
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Source : Company

Business wise yearly net revenue

Switchgears” 1,498 1,578 (5%)
Cables 2,994 3,235 (7%)
Lighting & Fixtures 1,090 1,200 (9%)
Electrical Cons. Durables* 2,216 2,096 6%
Others 41 103 --

Llo 1,590 1,856 14%,

Source : Company
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Standalone Balance Sheet

As at As at
In crores of RS, March 20 March 19
Audited Audited
ASSETS
Fixed Assets (incl. Intangibles) 3,438 3138
Orther long-tenm assets 158 170
Current assets
Inventories 1,872 1,919
Trade recsivables 241 407
Criher cumant assets _ 24 188
2327 2,514
Cash and cash eguivalents 1,107 1,288
Assets held for sala 20 18
Taotal Assets 1,048 1126
EQUITY AND LIABILITIES
Equity share capital &3 &3
Reszrees and Surplus 42342 4429
Enquity 4,305 4192
Hon-current liabilities
Barmowings - 41
Cther non-current liabilities 148 54
Deferrad tax liabilities 287 n7
Current llabllitles
Ciher current liabiiies 33 352
Trade payables 1,414 1,660
Citver financial liakilities _963 _G10
2308 2522
Total Equity and Liabilities 1.048 1126
Source : Company
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Disclosure:
We hereby certify that all of the views expressed in this report reflect our views about the subject issuer(s) or securities. The Sales Officer does not have any
material conflict of interest in the company.

Disclaimer:

This report is a Sales view report and should not be construed as a Research Report. This report is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the risk appetite or the particular
circumstances of an individual investor; readers are requested read the research report (if any) and to take professional advice before investing. Nothing in this
document should be construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an
independent evaluation of an investment in securities of the companies referred to in this document (including merits and risks) and should consult their own
advisors to determine merits and risks of such investment. The information and opinions contained herein have been compiled or arrived at, based upon
information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation
of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice.
Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. HDFC Securities Limited (HSL) is not obliged
to update this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen
or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary
to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, EU and United States of America, the same should be ignored and
brought to the attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or indirectly, for any
purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could 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.

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.

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 the
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 (incase research reports) 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 (if any) have any material conflict of interest at the time of
publication of this report. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this
report.

HSL has not been engaged in market making activity for the subject company. Research analyst (if any) 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.

HDEFC 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

SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.:
CAO0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193 Compliance
Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600.

Investment is securities markets are subject to market risks, read all related documents carefully before investing. Mutual Funds Investments are subject to
market risk. Please read the offer and scheme related documents carefully before investing. This report is only for consumption by the client and such material
should not be redistributed.

HDEFC securities

Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board: +91-22-6171-7330 www.hdfcsec.com

Page | 4


mailto:complianceofficer@hdfcsec.com

