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Key financial forecast

Mar-23F Mar-24F Mar-25F

Net Profit (Rsm) 4,744 6,287 7,426
Core EPS (Rs) 7.57 9.89 11.68
Core EPS Growth (18.8%) 30.7% 18.1%
FD Core P/E 39.04 29.88 25.34
Recurring ROE 18.4% 21.0% 21.4%
P/BV (x) 6.77 5.87 5.05
DPS (Rs) 2.50 3.00 3.50
Dividend Yield 0.85% 1.01% 1.18%

——Pricz Close

Relative to SENSEX {RHS)

Dec-22

SOURCE: BLOOMBERG
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Crompton Greaves Consumer
Electricals
Butterfly to be merged with Crompton

= Butterfly merger to help achieve faster non-South India expansion, cost
synergy, more focus on product innovation & a faster go-to-market strategy.

= The equity share swap ratio of 22:5 implies Rs23bn equity value. Subject to
requisite approvals, the merger is likely to be completed in 12-14 months.

m Management maintains its view of the merger being EPS-accretive in FY24F.
We expect a good summer season & retain ADD rating with a TP of Rs 346.

Merger to aid operational simplicity and higher synergy benefits

o One listed entity with the merger of electrical and non-electrical businesses will lead to
operational simplicity and yield higher benefits by way of revenue growth & cost savings.

¢ We estimate post-issue equity dilution of 11%. Assuming more benefits on both counts
— higher revenue growth and higher cost savings, we view the merger as a positive step.

Rationale for the merger

o Achieve synergies in revenue, costs, a faster go-to-market strategy and enable greater
focus on product innovation.

o Ability to cross-sell products through respective distribution channels in the high-growth
appliances segment, with premium offerings across product categories.

¢ Improved materials management, warehouse rationalization and unified approach to
customer engagement.

o Efficient allocation of capital and simplification of the corporate structure.

e Improved organization capability and leadership arising from the pooling of human
capital that has diverse skills, talent and vast experience to compete in an increasingly
competitive industry.

e Consolidation of administrative and managerial functions and the elimination of multiple
record-keeping, inter alia other expenditure and optimal utilization of resources.

Merger swap ratio and implied valuation

¢ The public shareholders of Butterfly Gandhimathi Appliances (Butterfly) as on the record
date will receive 22 equity shares of Crompton Greaves Consumer Electricals or
Crompton (face value or FV of Rs2/share) for every 5 equity shares of Butterfly (FV of
Rs10/share). The implied equity value is Rs23bn based on the merger swap ratio vs.
Rs25bn paid at the time of first stake buyout of 55% in Butterfly in Feb 2022.

e Post-merger, the public equity shareholders of Butterfly will own a 3% stake in the
combined entity.

Conference-call key takeaways

e Merger is a key enabler for Butterfly’s business expansion in non-South India markets.

e Existing trade channels for small kitchen appliances of Crompton and Butterfly will be
combined post-merger, leading to single point of customer contact for both brands.
Elimination of overlapping distributors and dealers is likely to be completed over the next
18 months.

e Management does not expect sales cannibalization when trade channel overlaps are
eliminated.

e Raw material sourcing synergies have partially accrued, yielding cost savings of nearly
Rs180-200m annually after the acquisition of Butterfly.

e Based on current capex budget, the average planned capex is Rs500-600m/year for
both companies together. A manufacturing excellence roadmap for the next five years
indicates significant upgradation and automation of existing Crompton plants and
utilizing spare manufacturing capacity at Butterfly to manufacture products under the
Crompton brand.

e Cost savings from business synergies will be partially reinvested in sales and marketing
and capability building for Butterfly. Not all savings will lead to operating margin
expansion.
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Figure 1: Crompton’s portfolio

Crompton is the #1 electrical consumer durables company with an 80+ year old brand and a pan-India footprint
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Figure 2: Butterfly’s portfolio

Butterfly is a leading kitchen appliances player with a strong foothold in South India
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Figure 3: Transaction overview
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Transaction Overview

®  Merger of Butterfly with Crompton

B As a consideration, the shareholders of Butterfly will be issued 22 equity shares of Crompton for every 5 equity shares held in Butterfly

B As part of this scheme, existing shareholding of Crompton in Butterfly will get cancelled

SOURCE: INCRED RESEARCH, COMPANY REPORTS

Figure 4: Synergies of the merger
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Profit & Loss Balance Sheet
(Rs mn) Mar-22A Mar-23F Mar-24F Mar-25F (Rs mn) Mar-22A Mar-23F Mar-24F Mar-25F
Total Net Revenues 53,941 68,403 76,235 83,928 Total Cash And Equivalents 15,390 8,013 8,039 11,425
Gross Profit 16,923 22,026 24,929 27,402 Total Debtors 6,154 6,559 7,310 8,048
Operating EBITDA 7,695 8,037 9,872 11,120 Inventories 7,210 8,433 9,399 10,347
Depreciation And Amortisation (423) (1,168) (1,192) (1,221) Total Other Current Assets 2,233 2,832 3,156 3,475
Operating EBIT 7,272 6,870 8,681 9,900 Total Current Assets 30,988 25,838 27,905 33,295
Financial Income/(Expense) 373 (447) (119) 220 Fixed Assets 19,880 19,093 18,401 17,730
Pretax Income/(Loss) from Total Investments 3 3 3 3
Assoc. Intangible Assets 12,855 12,855 12,855 12,855
Non-Operating Total Other Non-Current Assets 760 730 730 730
Income/(Expense) Total Non-current Assets 33,498 32,680 31,088 31,318
Profit Before Tax (pre-El) 7,645 6,422 8,562 10,120 Short-term Debt 16,370 357 166 71
Exceptional I.tems (130) (64) Current Portion of Long-Term
Pre-tax Profit 7,515 6,359 8,562 10,120 Debt
Taxation (1,732) (1,444) (2,038) (2,404) | | Total Creditors 10,178 11,244 12,532 13,796
Exceptional Income - post-tax Other Current Liabilities 3,607 4,123 4,595 5,059
Profit After Tax 5,784 4,914 6,523 7,717 | | Total Current Liabilities 30,155 15,725 17,293 18,926
Minority Interests (171) (236) (291) | | Total Long-term Debt 487 9,000 4,191 1,786
Preferred Dividends Hybrid Debt - Debt Component
FX Gain/(Loss) - post tax Total Other Non-Current 1,096 1,096 1,096 1,096
Other Adjustments - post-tax Liabilities
Net Profit 5,784 4,744 6,287 7,426 Total Non-current Liabilities 1,583 10,096 5,286 2,882
Recurring Net Profit 5,884 4,793 6,287 7,426 Total Provisions 394 394 394 394
Fully Diluted Recurring Net 5,884 4,793 6,287 7,426 Total Liabilities 32,132 26,214 22,974 22,202
Profit Shareholders Equity 24,530 27,689 32,068 37,268
Minority Interests 7,825 4,615 4,851 5,142
Total Equity 32,354 32,304 36,919 42,410
Cash Flow Key Ratios
(Rs mn) Mar-22A Mar-23F Mar-24F  Mar-25F Mar-22A Mar-23F Mar-24F Mar-25F
EBITDA 7,695 8,037 9,872 11,120 Revenue Growth 12.3% 26.8% 11.4% 10.1%
Cash Flow from Invt. & Assoc. Operating EBITDA Growth 6.8% 4.5% 22.8% 12.6%
Change In Working Capital 1,005 (644) (281) (276) Operating EBITDA Margin 14.3% 11.7% 13.0% 13.2%
(Incr)/Decr in Total Provisions Net Cash Per Share (Rs) (2.32) (2.12) 5.79 15.05
Other Non-Cash BVPS (Rs) 38.87 43.71 50.43 58.61
(Income)/Expense Gross Interest Cover 20.59 6.64 18.08 45.51
Other Operating Cashflow 265 (511) (119) 220 | | Effective Tax Rate 23.0% 22.7% 23.8% 23.8%
Net Interest (Paid)/Received 68 447 119 (220) Net Dividend Payout Ratio 20.5% 25.4% 22.9% 22.6%
Tax Paid (1,798) (1,444) (2,038) (2,404) | ] Accounts Receivables Days 37.44 33.92 33.20 33.40
Cashflow From Operations 7,234 5,885 7,553 8,441 Inventory Days 61.12 61.56 63.43 63.75
Capex (1,712) (350) (500) (850) | I Accounts Payables Days 92.81 84.30 84.57 85.00
Disposals Of FAs/subsidiaries 6 ROIC (%) 82.8% 19.5% 24.7% 28.5%
Acq. Of Subsidiaries/investments (2,093) 6,000 (1,500) ROCE (%) 22.20% 16.3% 21.6% 23.9%
Other Investing Cashflow 370 587 361 438 Return On Average Assets 14.4% 11.2% 14.7% 15.9%
Cash Flow From Investing (3,429) 6,237 (139) (1,612)
Debt Raised/(repaid) 10,539 (7,500) (5,000) (2,500)
Proceeds From Issue Of Shares 603 5
Shares Repurchased
Dividends Paid (1,564) (1,590) (1,908) (2,226)
Preferred Dividends
Other Financing Cashflow (505) (1,034) (480) (218)
Cash Flow From Financing 9,073 (10,119) (7,388) (4,943)
Total Cash Generated 12,878 2,003 26 1,885
Free Cashflow To Equity 14,344 4,622 2,414 4,328
Free Cashflow To Firm 3,452 11,088 6,934 6,611
12-mth Fwd Rolling FD Core P/E
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DISCLAIMER

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research
Services Private Ltd.(formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with
SEBI as a Research Analyst vide Registration No. INHO00011024. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its
trademark for use in this report.

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related companies. This report is not
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing
requirements within such jurisdictions.

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated,
stored or reproduced in any form by any means; or (i) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any
purpose without the prior written consent of IRSPL.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant;
(i) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy,
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any
person to buy or sell any investments.

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

IRSPL may have issued other reports (based on technical analysis, event specific, short term views etc.) that are inconsistent with and reach different
conclusion from the information presented in this report.

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report
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actual/beneficial ownership of 1% or more in securities of the subject company at the end of the month
immediately preceding the date of publication of the research report NO NO
or date of the public appearance;
any other material conflict of interest at the time of publication of the research report NO NO
or at the time of public appearance
received any compensation from the subject company in the past twelve months
for investment banking or merchant banking or brokerage services or investment advisory or depository or
distribution from the subject company in the last twelve months for products/services other than investment | NO NO
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