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Key financial forecast

Mar-24F Mar-25F

Net Profit (Rsm) 5194 6,556
Core EPS (Rs) 8.14 10.25
Core EPS Growth 8.8% 26.0%
FD Core P/E 37.93 30.11
Recurring ROE 18.5% 20.8%
P/BV (x) 6.67 5.88
DPS (Rs) 3.48 3.98
Dividend Yield 1.13% 1.29%
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Crompton Greaves Consumer
Electricals
Management meet update

= Crompton 2.0 will focus on protecting/growing fan and pump market share,
gain share in kitchen appliances, transform lighting and enter new categories.

= Changing customer needs require product/channel reorientation. Future opex
and capex to focus on technology, alternate channels and captive production.

m Employee attrition is falling. Business reorientation will lead to back-ended
sales growth recovery & a reset to lower margins, in our view. Retain HOLD.

Crompton 2.0: Premium next-gen products, growth over margins

e Core (TAM: Rs250bn): Management reiterated its priority to protect and grow its fan,
pump and large domestic appliances (LDA) businesses. These segments have seen a
rise in competition post Covid-19 pandemic led by the entry of new players and hence,
more brands competing for less business (weak demand). Given the higher salience of
economy fans currently, Crompton intends to premiumize and increase its revenue
share (28% in 1QFY24) of premium fans (MRP of >Rs2,500/unit) including BLDC fans,
going ahead. As regards residential pumps, the selling prices have been realigned (7-
8% price cut, still at a 2-3% premium vs. peers), in line with the market trend to stimulate
demand. The company plans to expand its product range and customer reach for
agriculture, solar and specialty pumps going ahead. LDAs (geysers, air-coolers) face a
channel overlap with electrical products and the same will be used to expand reach,
product offerings and e-commerce salience on a combined basis going ahead.

e Emerging (TAM: Rs250bn): Small domestic (mixer, cooktop, cooker) and large kitchen
appliances (chimney, hob, dishwasher) will be the fastest-growing business segments
over the medium term. Crompton intends to offer differentiated products and derive
synergy from Butterly’s acquisition to gain market share and expand its reach pan-India
in both these segments.

o New categories: Crompton has identified switches, switchgear, wires, modular kitchen
and personal grooming as some of the new categories that it might enter in the future.

Changing customer preferences need product/channel realignment

e Durable industry has been under-invested and has not kept pace with changing
customer preferences, as per management. Product and channel realignment will focus
on B2C, next-gen loT products and alternate channels (rural, modern trade and e-
commerce). As regards Crompton, the lighting segment is undergoing a large
transformation in terms of new product launches, reach expansion and enhanced focus
on B2C customer need of panels and smart lighting.

e The company has budgeted ~Rs800m per year for product innovation and research for
meeting future customer needs and commercial rollout of new products.

e Capex budget is now higher at ~Rs800m/year to shift manufacturing of premium
products in-house. Currently, in-house manufacturing accounts for ~35% of total sales.
volume.

Other relevant updates:

e Debt repayment: Gross debt stood at Rs9.2bn (as of Jun 2023-end). Crompton plans
to repay Rs3bn each by Mar and Jun 2024F and fully repay debt by Mar 2025F.

e BLDC fans: The category accounts for sub-10% of total fan industry sales. Category
expansion is the fastest and management expects BLDC fans to account for 35%+ of
total fan sales in India by Dec 2028F. Crompton expects its annualized sales run-rate of
Rs3bn currently to double over the next three years.

¢ In-house production mix: Fan 50%, pump 15% and lighting 35-40%.

e Butterfly merger: The merger is expected to be completed by Mar 2024F. Based on
the merger equity share swap ratio of 22:5, Crompton will issue ~19.7m new equity
shares, implying a post-issue equity dilution of 3%.

e Non-compete pact with CG Power: Crompton is subject to restrictive clauses with
regards to the usage of ‘Crompton’ brand for specific product categories based on the
non-compete agreement signed with CG Power at the time of demerger. We note that
all existing and future product launches must fully abide by this.
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Figure 1: Category positioning
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Figure 2: Growth opportunities
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Figure 3: Organizational structure
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Figure 4: Foray into new product categories
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Figure 5: Short-term goals
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Figure 6: Long-term vision
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Profit & Loss Balance Sheet
(Rs mn) Mar-22A  Mar-23A Mar-24F Mar-25F (Rs mn) Mar-22A  Mar-23A Mar-24F Mar-25F
Total Net Revenues 53,941 68,696 74,460 83,726 Total Cash And Equivalents 15,390 6,573 7,279 8,509
Gross Profit 16,923 21,893 23,641 26,792 Total Debtors 6,154 6,861 7,140 8,029
Operating EBITDA 7,695 7,705 8,191 9,670 Inventories 7,210 7,439 8,160 9,175
Depreciation And Amortisation (423) (1,159) (1,259) (1,291) Total Other Current Assets 2,233 1,859 2,015 2,266
Operating EBIT 7,272 6,546 6,932 8,380 Total Current Assets 30,988 22,731 24,594 27,979
Financial Income/(Expense) 373 (633) (291) 163 Fixed Assets 19,880 19,096 18,341 17,601
Pretax Income/(Loss) from Total Investments 3 4 4 4
Assoc. Intangible Assets 12,855 12,855 12,855 12,855
Non-Operating 209 250 150 | [ Total Other Non-Current Assets 760 1,859 1,855 1,855
Income/(Expense) Total Non-current Assets 33,498 33,814 33,055 32,314
Profit I?efore Tax (pre-El) 7,645 6,122 6,890 8,693 Short-term Debt 16,370 3,250 2,017 783
Exceptional I.tems (130) Current Portion of Long-Term
Pre-tax Profit 7,515 6,122 6,890 8,693 Debt
Taxation (1,732) (1,358) (1,510) (1,908) | [ Total Creditors 10,178 10,354 11,220 12,616
Exceptional Income - post-tax Other Current Liabilities 3,607 3,496 4,080 4,588
Profit After Tax 5,784 4,764 5,380 6,784 | [ Total Current Liabilities 30,155 17,100 17,316 17,987
Minority Interests (186) (228) Total Long-term Debt 487 5,972 3,705 1,439
Preferred Dividends Hybrid Debt - Debt Component
FX Gain/(Loss) - post tax Total Other Non-Current 1,096 2,273 2,273 2,273
Other Adjustments - post-tax Liabilities
Net Profit 5,784 4,764 5,194 6,556 Total Non-current Liabilities 1,583 8,245 5,979 3,712
Recurring Net Profit 5,884 4,764 5,194 6,556 Total Provisions 394 123 123 123
Fully Diluted Recurring Net 5,884 4,764 5,194 6,556 Total Liabilities 32,132 25,468 23,418 21,822
Profit Shareholders Equity 24,530 26,600 29,568 33,580
Minority Interests 7,825 4,477 4,663 4,891
Total Equity 32,354 31,077 34,231 38,471
Cash Flow Key Ratios
(Rs mn) Mar-22A  Mar-23A Mar-24F  Mar-25F Mar-22A  Mar-23A Mar-24F Mar-25F
EBITDA 7,695 7,705 8,191 9,670 Revenue Growth 12.3% 27.4% 8.4% 12.4%
Cash Flow from Invt. & Assoc. Operating EBITDA Growth 6.8% 0.1% 6.3% 18.1%
Change In Working Capital 1,005 (1,039) 293 (251) Operating EBITDA Margin 14.3% 11.2% 11.0% 11.6%
(Incr)/Decr in Total Provisions Net Cash Per Share (Rs) (2.32) (4.16) 2.44 9.83
Other Non-Cash BVPS (Rs) 38.87 41.74 46.31 52.49
(Income)/Expense Gross Interest Cover 20.59 6.00 8.93 21.50
Other Operating Cashflow 265 (374) (41) 313 | | Effective Tax Rate 23.0% 22.2% 21.9% 22.0%
Net Interest (Paid)/Received 68 633 291 (163) Net Dividend Payout Ratio 20.5% 31.1% 33.2% 30.1%
Tax Paid (1,798) (1,399) (1,510) (1,908) | 1 Accounts Receivables Days 37.44 34.58 34.31 33.06
Cashflow From Operations 7,234 5,526 7,223 7,661 Inventory Days 61.12 57.12 56.02 55.57
Capex (1,712) (791) (500) (850) | I Accounts Payables Days 92.81 80.06 77.48 76.41
Disposals Of FAs/subsidiaries 6 83 ROIC (%) 82.8% 18.5% 19.2% 23.9%
Acq. Of Subsidiaries/investments (2,093) (3,822) (1,500) ROCE (%) 22.20% 15.6% 18.4% 22.1%
Other Investing Cashflow 370 432 485 553 Return On Average Assets 14.4% 11.2% 12.6% 14.5%
Cash Flow From Investing (3,429) (4,098) (15) (1,497)
Debt Raised/(repaid) 10,539 (7,179) (3,500) (3,500)
Proceeds From Issue Of Shares 603 416
Shares Repurchased
Dividends Paid (1,564) (1,578) (2,226) (2,544)
Preferred Dividends
Other Financing Cashflow (505) (765) (776) (390)
Cash Flow From Financing 9,074 (9,105) (6,502) (6,434)
Total Cash Generated 12,879 (7,677) 706 (270)
Free Cashflow To Equity 14,344 (5,751) 3,708 2,664
Free Cashflow To Firm 3,452 336 6,432 5,774
12-mth Fwd Rolling FD Core P/E
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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. INH000007793. 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;
(ii) 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
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