SECTOR UPDATE

CONSUMER DURABLES |  Q3FY22 Preview
Volume revival on track but RM and other cost headwinds persist

= Due to high base, continued RM inflation, we expect modest net income
growth in Q3FY22 in the range of -13% to +20%

= Margins unlikely to expand as RM costs remain elevated and

advertisement expense is rising again

= Management commentary expected on the impact of surging Covid

cases, inventory levels, summer season sales and RM cost outlook
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Festive season-led volume pickup: We believe unlocking of the economy coupled
with the festive and wedding season augured well for the consumer durables sector.
We expect our coverage companies to post YoY net income growth of -13 to 20% in
Q3FY22, driven by most product categories, and price increases. DIXON is likely to
generate the strongest topline growth on the back of new client acquisitions and
strong volumes in the mobile and EMS segments but EPS growth may be modest.

Margins may not expand despite strong volume leverage: The ongoing raw
material inflation has depressed the margins of consumer durable companies. Since
Q2FY21, major inputs such as copper and aluminium have been surging. However,
RM price inflation for most categories has ebbed in Q3FY22 (sub 5% QoQ, Fig 2).
But this may not be fully reflected in the results as prices hit companies with a lag, a
stabilisation or a drop will be a positive. Companies have raised product prices but
margins, both at EBITDA and PAT levels, may get hit by cost inflation and rising
advertisement, as well as other expenses.

What to watch for in Q3: (1) The near-term impact of Omicron, (2) Rising raw
material cost and if companies can continue to pass on the price increases,

(3) Current inventory levels and production plans, (4) Progress on capex plans which
are linked to the PLI scheme.

Strong long-term sector outlook, near-term view hinges on Covid: As unlocking
progresses, we see a healthy long-term outlook for the consumer durables sector
driven by an increasing number of middle-class households in India and the real
estate upcycle, among other factors. The near-term outlook for most categories also
remains upbeat. For instance, ACs are expected to see large pent-up demand after
two washout summer seasons. However, the ongoing rise in cases due to Omicron
has reawakened concerns. Any significant lockdowns can further impact demand,
especially for AC companies.
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Important disclosures, including any required research certifications, are provided at the end of this report.

Recommendation snapshot

Ticker Price Target Rating
AMBER IN 3532 3471 HOLD
BLSTRIN 1,006 1,371 BUY
CROMPTON IN 445 621  BUY
DIXON IN 5266 5431 HOLD
ORIENTEL IN 370 381 HOLD
POLYCAB IN 2481 2401 HOLD
VGRD IN 224 321 BUY
VOLT IN 1,275 1,271 HOLD
WHIRL IN 1,846 2,901 BUY

Price & Target in Rupees | Price as of 12 Jan 2022
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Fig 1 — Quarterly preview
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(Rs mn) Q3FY22E  Q3FY21 (%) Q2FY22 (%) 9MFY22E 9MFY21 (%) Remarks
AMBER
) i 0
Sales 9,550 7647 25,0 5875 627 2513 14321 579 AMBER's revenue is expected to grow 25% YoY on the back of
strong realisation and volume recovery. EBITDA/adj. PAT
EBITDA 730 630 15.7 343 112.7 1494 791 88.9
: should grow by 15.7%/20.3%. However, EBITDA and PAT
Adj PAT 324 269 203 74 336.0 523 1 751.9 margins are expected to decline by 61bps and 13bps
rE\EIr;E;A(% ) 76 82 (61bps) 58 179bps 6.6 55 111bps  respectively on the back of RM inflation. Key monitorables are
;/?)T margin 34 35 (13bps) 13 213bps 23 04 189bps the impact of Omicron on AC demand and RM inflation.
BLSTR BLSTR’s revenue is forecast to rise 20% YoY on the back of a
Sales 13491 11,239 200 12,397 88 36409 26520 37.3  strong festive season and robust recovery in electromechanical
EBITDA 844 816 35 707 19.4 1,974 1,380 43.0 project business. EBITDA/adj. PAT should grow 3.5%/7.0% on
Adj PAT 393 367 7.0 314 259 833 324 157.3 the back of strong sale volumes. However, RM inflation is
EBITDAD 63 73 (100bps) 57 56bps 54 52 22bps expected to continue to hamper margins. Key monitorables are
g‘:_rl_g'” (@) the impact of Omicron on AC demand, RM inflation and the
(%) margm 29 3.3 (36bps) 25 38bps 23 1.2 107bps  performance of newly launched mass premium ACs.
CROMPTON CROMPTON'’s revenue is expected to improve 17% YoY on the
Sales 15,803 13482 172 13,851 141 40159 32815 224 pack of strong sales in the consumer durable segment followed
EBITDA 2,192 2001 9.6 2,141 24 5,584 4,925 134 by lighting. EBITDA/PAT are expected to rise 9.6%/9.3% YoY
Adj PAT 1652 1511 93 1,588 4.0 4,187 3,676 13.9 due to recovery in sales volume. However, cost pressures are
ted to continue t k ins. Ki itorabl
EBITDAD 139 148 (97bps) 155 (159bps) 139 150 (110bps) expected to continue to weaken margins. Key monitorables are
g‘:_rl_g'” (%) the company's plans to launch fans catering to BLDC motors
(%) margin 10.5 112 (76bps) 115 (101bps) 10.4 112 (77bps)  and its plans to gain market share in the air cooler segment.
DIXON We expect DIXON'’s sales to rise 42% YoY primarily due to
Sales 30.878 21828 415 28.038 101 77.589 43.385 78.8 Strong volumes in mobile & EMS, consumer electronics and
security systems. The company is able to pass along the rising
EBITDA 1192 1005 186 1,100 84 27 2088 340 Ry prices butwith a lag, due to which its YoY EBITDA and PAT
Adj PAT 657 616 6.7 626 5.0 1465 1156 26.8 Margins are expected to decline. Strong sales volume will help
EBITDA the company to post YoY EBITDA growth of 18.6%, however
margin (%) 39 46  (74bps) 39  (6bps) 36 4.8 (119bps)  higher depreciation cost due to new plant expansions will
PAT margin pressurize bottom-line leading to a YoY PAT growth of 6.7%. Key
(%) 21 28 (69%ps) 22 (10bps) 19 2.7 (17bps) monitorables are new customer acquisitions and capex plans.
HAVL
Strong sales across segments should aid revenue growth of
Sales 37,307 31,752 175 32,380 15.2 95,787 71,181 346
17.5% for HAVL. Despite the strong volume leverage and prices
EBITDA 5,390 5101 5.7 4,450 211 13,393 10,636 259
increases taken by the company, we expect EBITDA and PAT
Adj PAT 3654 3,501 44 3,024 20.8 9,036 7,405 22.0 . . .
margins to contract. Key monitorables are inventory levels,
o %) 144 161 (162bps) 137 Tibps 140 149 (96bps) demand forits products given the residential boom, new
52; margin 9.8 110 (123bps) 93 46bps 9.4 104 (97bps) launches and any vendor-side supply challenges.
ORIENTEL ORIENTEL's revenue is forecast to rise 9.7% YoY due to strong
Sales 6,782 6,183 9.7 5,944 141 16949 12,309 37.7  volume growth in both segments. Increasing operating cost
EBITDA 760 842 9.7) 619 22.8 1,602 1,227 30.6  coupled with RM cost inflation is likely to dent margins and lead
Adj PAT 455 519 (12.4) 348 30.9 853 571 494 toa12.4% drop in adj. PAT. Key monitorables are the
's efforts t d fi ket sh ially in th
EBITI.:)AO/ 112 136 (241bps) 104 79ps 96 100 (52bps) comp.anys efforts to expan | ans mér G S. are, especia y|n e
g‘:_rl_g'” (%) premium segment, and also integration of its recent acquisition
(%) margi 6.7 8.4 (169bps) 58  86bps 5.2 46  40bps  which will help it to enter the premium switches segment.
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Rsmn)  Q3FY22E Q3Fy21 'OV aorvz2 ©Q ouryao omFy21 " Remarks
(%) (%) (%)
POLYCAB Strong sales volume in the FMEG segment is likely to aid 11.4%
Sales 31,181 27,988 114 31288  (03) 81275 58,891 38.0 Yo growth in POLYCAB's revenue. Despite brisk volumes, RM
EBITDA 3,477 3758 (7.5) 3,028 14.8 7,899 7,457 5.9 costinflation and the return of operating cost such as
Adj PAT 2,290 2,625 (12.8) 1,979 15.7 5,009 5,909 (15.2) advertisement is expected to continue to impact margins and
Il adj. PAT down 12.8% YoY. Ki itorabl th
EBITDA 112 134 (228bps) 97  147bps o7 127 (29abps) PUlI 2k PAT down 12:8% Yo¥. Key monitorables are the
margin (%) company’s path to improve FMEG profitability to match other
(Ff,f)T margin 73 94 (203bps) 63  102bps 62 100 (387bps) durable companies.
VGRD
0,
Sales 8921 8,350 6.8 9,074 (17) 23647 18,660 26.7 We expect revenue growth of 6.8% YoY for VGRD led by strong
volumes in the electromechanical and electronics segment. YoY
EBITDA 1,181 1,155 22 949 245 2,585 2,017 28.2 ) L
. EBITDA and PAT margin contraction is estimated at 59bps and
Adj PAT 795 779 (31 593 212 1603 1,330 2086 87bps respectively primarily due to higher operating cost and
E]E;gll:r)]A(% ) 132 138 (59bps) 10.5  278bps 10.9 108  12bps  RMinflation. Demand outiook and market share gains especially
&\)T margin 85 93 (87bps) 65 192bps 6.8 71 (35bps) in non-South regions are key monitorables
VOLT VOLT's sales are forecast to rise 6.1% YoY off a high base,
Sales 20,903 19,704 6.1 16,687 25.3 55,256 48,287 144  primarily led by strong realisations and volume gains in the UCP
EBITDA 1,365 1,217 122 1,087 255 3,624 2,352 541 and EMP segments. YoY EBITDA and PAT are expected to
i due to volume | , which will be partially offset b
Adj PAT 1200 1,279 08 103 245 3544 2874 233 Povecuelovolmeleverage, wiich WIbe partaly oTsetby
cost inflation and a return of some operating costs post-Covid.
rizlr;[i?ﬁ("/) 6.5 6.2 35bps 6.5 1bps 6.6 49 169bps  Key monitorables are the company's plans to retain market
0
PAT margin share in RAC and to grow its EMP segment after divesting the
%) 6.2 6.5 (32bps) 6.2  (4bps) 6.4 6.0 46bps  ame toits subsidiary.
WHIRL
Sales 16956 14,940 135 16,071 55 16433 41205 127 Consolidation of the Elica acquisition should take WHIRL's
revenue growth to 13.5% YoY (5% on an organic basis). Despite
EBITDA 1,232 1,006 225 1,294 (4.8) 3,081 3,284 (6.2) ) o
. the cost pressures, we estimate 53bps YoY expansion in
Adj PAT 734 714 28 886 (172) 1875 2218 (15.5) EBITDA margin on the back of better margin accretion from
rE\ZIr;%A(% ) 7.3 6.7  53bps 8.1 (79ps) 6.6 8.0 (134bps)  Elica. Key monitorables are new launches in the refrigeration
;/?)T margin 43 48 (45bps) 55 (119bps) 40 54 (134bps) and washing machine segments as well as Elica integration.

Source: Company, BOBCAPS Research
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Fig 2 — Key commodity and currency prices

Particulars Units Q4FY20  QIFY21  Q2FY21  Q3FY21  Q4FY21  QIFY22  Q2FY22 | Q3FY22
Key Commodities

Copper LME (USS$Ht) 5,619 5,370 6,531 7,216 8,506 9,687 9,380 9,709
YoY (%) ©7) (12.1) 126 222 514 804 436 %5
QoQ (%) 49) (4.4) 216 105 179 139 (3.2) 35
Aluminum LME (USS$Ht) 1,687 1,500 1,709 1,924 2,007 2,400 2,651 2,756
YoY (%) 04) (16.4) (3.4) 95 23 60.0 55.2 432
QoQ (%) 4.0) (11.1) 139 126 9.0 144 105 39
India CR Coll 5513 1.omm1In (s 584 537 599 744 900 1,022 1,043 990
YoY (%) (8.4) (16.8) 16 368 542 904 740 330
Q0Q (%) 73 ®.1) 16 242 210 136 20 (5.1)
India HR Corl l520023.0mmn — (yss 523 490 528 623 763 874 893 901
Yoy (%) (134) (178) 2.3) 284 458 783 69.1 446
QoQ (%) 79 6.3) 77 17.9 25 145 22 08
ggfePlastic ABS Imported (US$/kg) 2 2 1 1 2 2 2 2
YoY (%) (7.2) (8.5) (17.6) (16.2) 46 19.2 269 455
Q0Q (%) (2.5) (6.6) (7.6) (0.5) 218 64 (16) 141
Copper LME (Rsh) 407,033 407420 485772 532449 620064 714368 694,985 | 7,27,707
YoY (%) (7.2) (42) 190 265 523 753 431 367
QoQ (%) (3.3) 0.1 19.2 96 16.5 15.2 27) 47
Aluminum LME (Rsh) 122222 143817 127,093 141983 152896 177,011  1,96437 | 2,06,541
Yoy (%) 6.9) 8.8) 24 134 25.1 555 546 455
Q0Q (%) (24) (6.9) 17 1.7 77 15.8 110 5.1
'v','frii'hﬁf:ﬂﬂsﬂ:fﬂmm " (Rsi) 42300 40735 44574 54902 65633 75400 77,265 | 74,182
YoY (%) (5.8) ©.3) 73 Mn7 55.2 85.1 733 35.1
Q0Q (%) 9.1 (37) 94 232 195 149 25 (4.0)
'J)i'in'lﬁiﬁlffﬁf.z 30mmin - pery 37915 37,206 39,294 45,961 55,641 64,469 66,192 67,515
Yoy (%) (11.0) (104) 3.2 330 467 733 685 469
QoQ (%) 97 (1.9) 56 17.0 211 159 27 20
il (Rslkg) 124 121 110 108 130 140 139 160
YoY (%) 46) 02) (13.0) (13.2) 53 159 264 4738
QoQ (%) 08) 22) ©94) (1.3) 203 76 (1.1) 15.4
USD/INR 72 76 74 74 73 74 74 75
YoY (%) 28 9.1 57 36 06 28) (04) 16
QoQ (%) 17 47 2.0) 0.8) (1.2) 12 05 12

Source: Bloomberg, 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 31 December 2021, out of 115 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 57 have BUY ratings, 31 have HOLD ratings,
5 are rated ADD*, 2 are rated REDUCE™* and 20 are rated SELL. None of these companies 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 Institutional 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.: INHO000000040 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.
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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.

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. 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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