SECTOR UPDATE

CONSUMER DURABLES | Q1FY23 Preview

Base effect in play

= Q1FY23 to be exceptionally strong given weak Covid-hit base quarter

last year, with summer products set to shine in particular

= Expect revenue/EBIDTA/PAT growth of 66%/91%/98% YoY for our

coverage universe

= Retain preference for leaders with a proven record on pricing as well as
cost control; BUY VOLT, HAVL, POLYCAB
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Q1 to reflect base effect of a lost quarter: Q1FY23 numbers are likely to look
optically high against a washout quarter last year due to Covid-19. The past year
has seen an increase in raw material costs due to ongoing commodity inflation, with
the industry taking price hikes in the range of 10-18% YoY across product
categories. While raw material pressure has not yet abated, we are seeing some
sequential pricing relief. However, high inflation poses fresh headwinds which will
have a bearing on demand in the next couple of quarters. Management commentary
on tackling inflation will thus be keenly watched. Our industry interactions in end-
May/June indicated reluctance on the part of companies to hike prices further.

Expect revenue/PAT growth of 66%/98%: We forecast revenue growth of 66%
YoY for our coverage universe, with summer products particularly standing out due
to the dual effect of the peak season and a very low base. We expect room AC
players (VOLT, BLSTR, AMBER) to post a revenue CAGR of 71%. Similarly, the
ECD divisions of most companies are likely to do well, with a spotlight on fans. The
cables and wires segment, which was the best performer in Q4FY22, is likely to see
a sequential dip as lower commodity prices could suppress revenue growth. We
expect EBITDA for our coverage stocks to grow at 91% YoY and PAT at 98%,

Management commentary critical: In our view, management commentary on
demand, raw material inflation, cost management and expectations of upcoming
festive season demand will offer a clearer picture of the recovery than the reported
Q1FY23 numbers.

Prefer sector leaders: We maintain our sector stance of sticking with the larger
players in each category. Given that pricing power and cost control are vital in the
current inflationary environment, we reiterate our preference for leaders with a
strong track record in these areas — viz. VOLT (BUY, TP: Rs 1,250), HAVL (BUY,
TP: Rs 1,500) and POLYCAB (BUY, Rs 3,000).

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures, including any required research certifications, are provided at the end of this report.

Recommendation snapshot

Ticker Price Target Rating
AMBER IN 2,427 3,500 HOLD
BLSTRIN 876 1,200 HOLD
CROMPTON IN 367 500 BUY
DIXON IN 3,706 4,600 BUY
HAVL IN 1,222 1500 BUY
ORIENTEL IN 217 310 HOLD
POLYCAB IN 2251 3,000 BUY
VGRD IN 219 250 HOLD
VOLT IN 972 1,250 BUY

Price & Target in Rupees | Price as of 7 Jul 2022
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Fig 1 — Copper price
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Key RM prices have begun to soften

Commodity prices have begun to decline on a sequential basis, falling in the range of
6-28% in the last one month. Key raw materials for the consumer durables industry
such as copper, aluminium and steel have all started trending downwards. Plastics is

another key material showing signs of cool-down, for which we have used polyethylene
as a proxy.

Fig 2 — Steel price
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Fig 3 — Aluminum price Fig 4 — Polyethylene price
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Fig 5 — BOBCAPS Consumer Durables universe: Q1FY23 preview
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YoY

Companies Revenue (%)

YoY

EBITDA (%)

EBITDA M YoY
(%) (bps)

Adj.
PAT

YoY
(%)

EPS
(Rs)

Comments

VOLT 30,032 70

BLSTR 19,989 90

2,514 115

1,399 231

8.4 174.0

7.0 298.6

2,014

753

65

493

6.1

78

We expect VOLT to regain some of its market share in
Q1 that was lost due to regional imbalances and an
extended winter in the north. The UCP segment is likely
to drive growth on a low base while the EMP segment
should maintain momentum.

Similar to VOLT, we anticipate strong growth driven by
unitary cooling products and robust demand in the RAC
segment. Further, momentum in the project business is
expected to continue.

POLYCAB 31,029 65

3413 145

11.0 359.0

2,205

198

147

We forecast strong growth in the FMEG segment owing
primarily to demand deferral from the previous quarter,
particularly in fans. Growth in the wires & cables segment
is expected to slow mainly due to a softening in copper
prices.

CG 16,493 57

HAVL 41,760 60

ORIENTEL 6,611 57

VGUARD 9,043 60

2,358 89

4,802 35

648 190

814 79

143 239.7

115 211.4

9.8 451.3

9.0 94.6

1,723

3,319

362

520

82

41

623

103

27

53

1.7

12

This is the first full quarter since BGAL was acquired. We
expect BGAL's growth momentum to continue, albeit at
the expense of margins. Crompton’s core portfolio is
likely to grow in ECD and lighting, with good profitability.

We project strong growth in the ECD segment as a result
of demand deferral from the previous quarter. Growth is
expected to continue at Lloyd but at the expense of
margins.

We expect margins to be similar to Q4 levels as the
company has not taken any significant price increases in
the last two months. The fans segment is set to drive
growth, but sales could be impacted over the next two
quarters. The lighting & switchgear segment, on the other
hand, is expected to maintain its growth momentum,
owing to demand from the residential segment and a shift
in the company’s strategy.

We forecast growth in the stabiliser segment, primarily
driven by AC-led demand. Management has shifted its
focus to achieving higher-than-market growth in fans,
heaters, inverters, and kitchen appliances, which will aid
good growth in other segments. VGUARD has raised its
prices by 3% in the first quarter.

DIXON 13,097 85

AMBER 29,877 60

825 96

1,150 140

6.3 343

3.9 128.5

343

639

207

252

10.2

106

We anticipate strong growth due to an increase in the
production of new products across all categories. Volume
growth is likely to be strong on a low base and given the
rising contribution of mobiles.

We project flat sequential growth as the season build-out
happened in the last quarter. Margins are set to improve
as commodity prices have softened.

1,97,928 66

17,925 91

9.1 119.7

11,880

98

Source: Company, BOBCAPS Research
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Fig 6 - BOBCAPS Consumer Durables universe

: Valuation matrix
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_ Mcap CMP TP  Upside Revenue (Rs bn) EBITDA (Rs bn) EBITDA Margin (%)

Company  Rating = Com)  Rs) Rs) (%) | Fv22 FY2E Fy2d CA(‘E/S FY22 FY23E FY24E CA&R) FY22 FY23E FY24E
voLT BUY 32 972 1250 290 79 92 10 18| 68 83 109 27| 86 91 99
BLSTR HOLD 84 876 1,200 37| 6 70 81 16| 35 44 50 20| 57 62 62
POLYCAB BUY 33 2251 3000 | 12 144 162 15| 127 162 201 26| 104 113 124
cG BUY 233 367 500 %| 54 75 8 26| 77 102 122 26| 143 137 143
HAVL By 765 1222 1,500 23| 139 159 182 14| 176 223 258 21| 126 141 141
ORENTEL  HOLD 59 27 310 12| 24 29 34 17| 23 30 35 23| 94 101 104
VGUARD HOLD % 219 250 1| 35 40 43 1| 33 40 45 16| 95 102 104
DIXON BUY 220 3706 4600 24| 107 M 220 44| 38 64 84 48| 36 38 38
AMBER HOLD 82 2427 350 | 42 s 4 | 27 44 58 46| 65 75 79
Source: Company, BOBCAPS Research

Fig 7 — BOBCAPS Consumer Durables universe: Valuation matrix (contd)

_ PAT (Rs bn) EPS (Rs) ROE (%) PE (x)
SR FY22 FY2E  FY24E CA(G%'j FY22 FY2E  FY24E CA(G%R) FY22 FY23E FYME | FY22 FY23E FY24E
voLT 50 6.1 8.2 28| 152 185 248 28| 96 106 126 | 64 52 39
BLSTR 17 25 28 20| 174 263 290 29| 176 287 29| 50 3 30
POLYCAB 77 104 127 28| 517 697 854 28| 150 175 184 | 44 2 %
cG 59 73 94 2% 93 116 148 %6 | 270 255 251 % 32 2%
HAVL 120 151 175 | 191 21 279 n| 214 231 28| o4 51 44
ORIENTEL 13 15 19 2 6.0 74 9.0 3| 254 24 63| 46 2 31
VGUARD 23 27 31 16 53 63 74 6| 174 179 175 | 42 35 31
DIXON 19 35 48 59| 322 588 810 59| 22 208 303| 115 63 46
AMBER 10 19 29 7| %1 579 817 71| 58 104 139 8 2 8

Source: Company, BOBCAPS Research
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Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months

BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly
in line with the recommendation scale as shown above.

Rating distribution

As of 30 June 2022, out of 118 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 73 have BUY ratings, 23 have HOLD ratings, 5
are rated ADD*, 1 is rated REDUCE* and 16 are rated SELL. Of these, 2 companies rated BUY and 1 rated ADD have been investment banking clients in the last
12 months. (*Our ADD and REDUCE ratings are in the process of being migrated to the new recommendation structure.)

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views
about the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the
specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS'’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any
regulatory authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHO00000040 valid till
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017. BOBCAPS CIN Number: U65999MH1996G0O1098009.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer,
director, or advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or
potential conflicts of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this
material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would
be illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or
recommendation in this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does
not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions
— including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable
for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on
as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the
information discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have
“long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add
to or dispose of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of
companies discussed in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek
to perform investment banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other
committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.
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BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced
by foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed
in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014

The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. Research analyst Vinod Chari has 875 shares of
Voltas (VOLT IN).

BOBCAPS or its research analyst(s) or his/her relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the
end of the month immediately preceding the date of publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based
on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment
banking services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory
services in a merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking
or merchant banking or brokerage services from the subject company in the past 12 months.
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