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Company: Crompton Greaves Consumer
Electricals Ltd

Industry: Household Appliances

Total Income

N —

1038.3

1088.8

-4.6%

1223.8

B
-

Amt.inRs.Crs. | Q4FY20 | Q3FY20 | Q-0-Q(%) | Q4FY19 | Y-0-Y(%)
Revenue 1026.3 1071.3 -4.2% 1206.9 -15.0%
Other Income 12.0 17.5 17.0

-15.2%

PAT%

9.9%

15.0%

11.6%

EBITDA 141.2 136.7 3.3% 167.1 -15.5%
EBIDTA (%) 13.8% 12.8% 13.8%

EBIT 133.0 130.3 2.1% 163.8 -18.8%
PBT 136.7 139.1 -1.7% 166.4 -17.8%

2) Business Update:
The standalone numbers of Crompton represent company’s main business of household appliances. The
company has two subsidiaries created in FY19 for operation and management of LED street lights and poles
under the PPP basis (Public Private Partnership) for the Government of Odisha.

Result / Con-call Highlights:

1) Result Update:
Crompton reported topline of Rs. 1026 cr a fall of 15% Y-0-Y basis as against revenue of Rs. 1206 cr same
period last year. The 15% decline in revenue is majorly attributed to Covid-19, whereas pre Covid-19 growth
was strong at 14% Y-o0-Y increase in sales for Jan-Feb 2020. EBITDA for the quarter ended March, 2020 came
in at Rs. 141 cr with EBITDA margin of 13.8%. The company reported 27% decline on Y-0-Y basis in net profit
to Rs. 102 cr as compared to profit of Rs. 140 cr reported a year-ago period. Given the uncertain economic
outlook, the company considered it prudent not to recommend any dividend in FY20.

Standalone (Rs. Cr) ‘ Q4 FY20 Q3 FY20 Q4 FY19

Revenue 1018.1 1071.3 -5.0% 1206.9 -15.6%
Other Income 11.9 17.4 17.2

Total Income 1030.0 1088.7 -5.4% 1224.1 -15.9%
EBITDA 138.4 136.9 1.1% 168.5 -17.9%
EBITDA % 13.6% 12.8% 14.0%

EBIT 130.2 130.4 -0.2% 165.2 -21.2%
PBT 133.9 139.1 -3.7% 168.1 -20.4%

PAT %

9.8%

15.0%

11.7%




Date: 20/05/2020

Company: Crompton Greaves Consumer
securities Electricals Ltd

Industry: Household Appliances

Result / Con-call Highlights: (Continued)

Electrical Consumer Durables Business (ECD)
The ECD business contributed 72% of Q4 FY20 standalone revenue which was down 14% Y-o-Y basis. EBIT
came in at Rs. 148 cr with EBIT margins improving 20 bps to 20% in Q4 FY20.

Pre Covid-19 (January and February 2020) ECD business sales were up 18% led by 21% volume growth in
fans on Y-0-Y basis. Crompton continues to dominate fans market with its market share rising by 77 bps to
~28%. Other appliances continue to grow pre Covid-19 in double digit driven by 48% growth in geysers, 54%
growth in mixer grinder and 84% growth in air coolers. We believe continuous focus on appliance categories of
geysers, mixer grinder and air coolers will drive the future growth of the company as it targets to become the
second largest player in these category. Collectively these 3 appliances have a market size of Rs. 10,000 cr
where the company is focusing on significantly scaling up in coming years. Key drivers for ECD segment
include premiumisation, innovation and cost reduction which the company is committed to invest in.

Lighting Business

The lighting business contributes ~27% of Q4 FY20 standalone revenue with EBIT of Rs. 19 cr and EBIT
margins of 7%. Lighting business excluding EESL in pre Covid-19 (January & February 2020) was up 7.5% Y-
0-Y basis. B2G business continues to witness slowdown in Govt/EESL order execution & clearance. The
company’s investment in B2G segment remains a strategic choice as more and more govt. orders kick start
energy efficiency movement in India.

The lighting segment registered a volume growth of 5% and value growth of 4%. Although, the prices
improved slightly the LED portfolio continue to face price erosion over last year. We believe, better EBIT
margins in this segment can be obtained by cost control measures and not pricing.

3) Covid-19 impact:
Company’s plants and warehouses have resumed operations from 3" week of April with limited manpower.
Although, the company has given credit extension to its distributors, it does not see any inventory crisis or
credit crunch at this juncture. To better manage the company’s financial during the time of crisis, management
has decided to raise Rs. 300 cr in the form of NCD’s. Also, management has guided for cost optimisation
measures up to Rs 100 cr that would help safeguard margins in the financial year. Focus on cost saving
program and sufficient cash to manage during uncertain time are strategically right step forward to navigate
through the crisis.

In the post Covid-19 scenario, we believe sales may take longer time to pick up as ~50% of the FY20 revenue
is from B2B & B2G segment. As most of the appliances are non-discretionary in nature, institutions may be
reluctant in spending as they recover from this crisis.

4) Outlook:
Crompton trades at a trailing valuation of 25.5 times. At this valuation; in the current state of affairs with
subdued sales, poor government expenditure and continuous price erosion in LED industry Crompton has
many challenges along the way. We believe that the slowdown in current business, tapering of industry
prospects in the mid-term and re-rating of stock to factor in the complete impact of covid-19 shall further weigh
heavy on the stock & hence assign a SELL rating to the stock.
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