FIRST LIGHT

/&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

13 June 2022

RESEARCH

BOB Economics Research | Monthly Chartbook

Central banks on war footing

BOB Economics Research | lIP

Industrial output climbs to 8-month high

Havells India | Target: Rs 1,500 | +33% | BUY

Annual report analysis: Product innovation focus paying off

SUMMARY

India Economics: Monthly Chartbook

With inflation remaining elevated across countries (US, EU, UK), global central
banks are increasingly adopting a hawkish stance. US Fed has already begun its
rate hike cycle and expected to continue doing so for the next few months. ECB too
has announced end of its asset purchase program from 1 Jul 2022 and signalled a
25bps rate hike in Jul'22. RBI also hiked repo rate by another 50bps to 4.9%. Impact
of elevated inflation, high interest rates, Covid-19 curbs in China and war in Ukraine,
will be visible on growth. Most external agencies (IMF, World Bank, OECD) have
lowered their growth forecasts for CY22. Domestically, so far economic activity
seems on solid footing with high frequency indicators (rail freight, air passenger
traffic, GST collections, and diesel consumption) showing pickup in growth in Apr-
May’22 period. Hike in MSP and normal monsoon will also boost rural demand
going forward.

Click here for the full report.

India Economics: IIP

India’s industrial output expanded at a much faster pace to 7.1% in Apr'22 (2.2% in
Mar’22) on the back of base effect. Broad based improvement was seen across
sectors, with mining and manufacturing output edging upwards. Electricity output
clocked double digit growth. Output of primary, intermediate, capital and consumer
goods edged upwards. With economic recovery in full-swing, cyclical headwinds
continue to pose downside risk to this recovery.

Click here for the full report.

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.

Daily macro indicators

Indicator 08-Jun 09-Jun  Chg (%)
us 10y

yield (%) 3.02 3.04 2bps
India 10Y

yield (%) 7.49 7.50 Obps
USD/INR 77.74 77.77 0.0
Brent Crude

(US$/bbi) 123.6 1231 (0.4)
Dow 32,911 32,273 (1.9)
Hang Seng 22,015 21,869 0.7)
Sensex 54,892 55,320 0.8
India Fll Chg
(US$ mn) 07-Jun 08-Jun (§ mn)
FII-D 9.1 137 228
FII-E (288.5) (309.8) (21.3)

Source: Bank of Baroda Economics Research

BOBCAPS Research

research@bobcaps.in


https://www.barodaetrade.com/Reports/BOBEconomics-MonthlyChartbook10Jun22-Research.pdf
https://www.barodaetrade.com/Reports/BOBEconomics-IIP10Jun22-Research.pdf
mailto:fundamental.research@bobcaps.in
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Havells India

= Management optimistic about margin recovery on the back of strong underlying
demand across segments

=  Aggressive strategy to gain market share spurrssed 13% revenue CAGR for Lloyd
over FY18-FY22 but compressed margins

= Balance sheet remains strong; HAVL to benefit from leadership position, diverse
product categories and new launches — retain BUY, TP Rs 1,500

Click here for the full report.
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https://www.barodaetrade.com/Reports/HavellsIndia-CompanyUpdate10Jun22-Research.pdf

MONTHLY CHARTBOOK

Central banks on war footing

With inflation remaining elevated across countries (US, EU, UK), global
central banks are increasingly adopting a hawkish stance. US Fed has already
begun its rate hike cycle and expected to continue doing so for the next few
months. ECB too has announced end of its asset purchase program from 1
Jul 2022 and signalled a 25bps rate hike in Jul’22. RBI also hiked repo rate by
another 50bps to 4.9%. Impact of elevated inflation, high interest rates, Covid-
19 curbs in China and war in Ukraine, will be visible on growth. Most external
agencies (IMF, World Bank, OECD) have lowered their growth forecasts for
CY22. Domestically, so far economic activity seems on solid footing with high
frequency indicators (rail freight, air passenger traffic, GST collections, and
diesel consumption) showing pickup in growth in Apr-May’22 period. Hike in

MSP and normal monsoon will also boost rural demand going forward.

Sustainable recovery: The economy is on the recovery pathway led by pickup
in economic activity and supported by stronger demand as has been reflected
in high frequency indicators and contact-intensive sectors. Electricity demand
has clocked double digit growth and digital transactions are also on the rise.
However, growth in passenger vehicles and electronic imports have moderated
further, keeping the enthusiasm in check. On the agri front, normal south-west
monsoon bodes well for kharif production. Food grain production is expected to
rise to a record 314.51mn tonne for AY’22 (3rd AE). Global food prices have
moderated after reaching an all-time high in Mar'22.

Centre’s finances in good health: Centre’s fiscal deficit (% of GDP) for FY22
came in lower at 6.7% versus RE of 6.9%. While this was largely on account of
higher than estimated nominal GDP growth, buoyant revenue stream also
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helped keep deficit level in check, despite slippage in disinvestment receipts
and higher than estimated expenditure growth. Even at the start of FY23,
revenue collections remain robust with gross tax collections 37% higher than
last year, supported largely by direct (66%) tax collections, followed by indirect
(10%) tax collections. Expenditure growth is also off to a solid start with
significant front-loading in capex spending.

Rate hikes in full swing: Between May and Jun’22, RBI cumulatively raised
policy repo rate by 90bps (50+40bps). This is apart from the introduction of
SDF (earlier reverse repo at 3.35%) as the floor of the policy corridor introduced
in Apr'’22 meeting. Further stance has been changed to ‘withdrawal of
accommodation’. Clearly, the policy gear has shifted towards price stability after
headline CPI breached RBI’s upper tolerance band for 4-consecutive months.
In the current policy, CPI forecast for FY23 has been revised upwards by
100bps to 6.7%, with the trajectory expected to remain above 6% for the next 3
quarters of FY23. Between May and Jun’22, India’s 10Y yield rose by 36bps.
We now expect 10Y yield to trade between 7.75-8% against our earlier forecast
of 7.5-7.75% in FY23.

INR falls to a record-low: INR depreciated to a fresh record-low of 77.73/$ on
19 May 2022 amidst a broad based dollar strength. Expectations of aggressive
policy tightening by Fed as well as risks to global growth have increased the
safe-haven demand for dollar which is weighing on INR. Apart from this, higher
domestic inflation, FPI outflows, risks to domestic growth outlook and a
widening trade deficit are also contributing to the downward bias in INR. INR is
likely to trade in the narrow range of 77.5-78.5/$ in the short-term.

Note: The source for all exhibits is ‘CEIC and Bank of Baroda’ unless otherwise specified

Economic Research Department
chief.economist@bankofbaroda.com



da 30 Jsler
INDIA ECONOMICS BankofBaroda
B = B

P 10 June 2022

Industrial output climbs to 8-month high

Jahnavi

India’s industrial output expanded at a much faster pace to 7.1% in Apr’22
chief.economist@bankofbaroda.com

(2.2% in Mar’22) on the back of base effect. Broad based improvement was
seen across sectors, with mining and manufacturing output edging
upwards. Electricity output clocked double digit growth. Output of
primary, intermediate, capital and consumer goods edged upwards. With
economic recovery in full-swing, cyclical headwinds continue to pose

downside risk to this recovery.

IIP growth inch up: Industrial output rose to 8-month high of 7.1% in Apr'22 from 2.2% in Mar’22 led by improvement across all
the sectors and base effect. Last year, during this period the second wave of Covid-19 was prevalent and state-wide restrictions
were imposed, pushing the industrial growth on a downhill. Mining sector edged upwards to 6-month high of 7.8% in Apr'22 (3.9%
in Mar'22). Manufacturing output also crept up to 8-month high to 6.3% with over 18 sectors registering an improvement.
Electricity output (11.8% in Apr'22 from 6.1% in Mar’22) continued to track upwards momentum on the back of the pickup in
economic activity, reflecting stronger demand. Notably, over a 2-year horizon, IIP index is 150.2% above the pre-pandemic level
in Apr'22 compared with a growth of 27% in Mar’22. Mining and electricity output too edged upwards to 47.2% (10.2% in Mar’'22)
and 54.9% (30% in Mar'22) in Feb’22. Furthermore, Manufacturing output also turned out to be above the pandemic level (214.7%
in Mar'22).

Manufacturing sector in recovery mode: Within the 23 broad sectors covered, 18 sectors under manufacturing reported
improvement in Output in Apr'22. Amongst these, output of wearing apparels, furniture, electrical equipment, food products,
computer and electrical equipment, as well as tobacco products gained the most. On the other hand, following sectors namely
non-metals (8% from 9.8% in Mar’22), basic metals (6.8% from 7.3% in Mar’22) and other manufacturing products dropped the
most in Apr'22.

Infra a weak link Within use-based classification, broad based improvement was seen across all the sectors. Primary goods
output has expanded to 10-month high of 10.1% in Mar'22 from 4.5% in Apr'22. Capital and intermediate goods output have also
registered an improvement of 14.7% (2% in Mar'22) and 7.6% (1.8% in Mar'22). Output of Infra goods moderated by 3.8% against
6.7% in Mar'22. Moreover, Consumer durable goods rose to 8-month high of 8.5% in Apr'22 compared with a decline of (-) 2.6%
in Mar'22. Output of Consumer non-durable also registered an improvement at 4.9% in Apr'22.

Recovery may face challenge: The economy appears to be on solid footing on the back of the pickup in economic activity and
reflected by high frequency indicators including Manufacturing PMI, electricity demand and GST collections. However, the recovery is
laden with challenges on the back of accelerating inflation print, impact of the ongoing Russia-Ukraine conflict on energy prices and
concerns over global economic slowdown.
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COMPANY UPDATE

BUY

TP: Rs 1,500 | A 33%

HAVELLS INDIA |

Annual report analysis: Product innovation focus paying off
= Management optimistic about margin recovery on the back of strong
underlying demand across segments

= Aggressive strategy to gain market share spurrssed 13% revenue
CAGR for Lloyd over FY18-FY22 but compressed margins

= Balance sheet remains strong; HAVL to benefit from leadership position,

diverse product categories and new launches —retain BUY, TP Rs 1,500

Consumer Durables |

/23 BOBCAPS
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10 June 2022

Vinod Chari | Tanay Rasal

Someel Shah
research@bobcaps.in

Key takeaways from our analysis of HAVL’s FY22 annual report:

Healthy growth; margin headwinds to abate: HAVL’s FY22 annual report focuses
on initiatives aimed at increasing distribution reach (particularly in rural areas) as
well as R&D. Revenue share of new products stood at 17% in the last 21 months. All
business segments experienced healthy growth during the year but margins weakened
in a competitive environment. Management is optimistic of margin recovery given
strong underlying demand. The balance sheet is strong with net cash at ~Rs 30bn.

Lloyd grew but at the expense of margins: Lloyd’s sales logged a CAGR of 13%
over FY18-FY22. Operating margin remained muted as management pursued an
aggressive growth strategy to gain market share. This strategy has paid off, in that
the AC industry now recognises Lloyd as a competitor. The company is also
focusing on refrigerators and washing machines by leveraging its extensive
distribution reach and brand familiarity. Though headwinds will persist in the medium
term, we believe Lloyd will return to profitability as benefits start accruing from its
upcoming manufacturing plant in Sri City (Andhra Pradesh) and from the PLI scheme.

Highest rural distribution reach in FMEG: HAVL’s Rural Vistaar programme
(started four years ago) has seen its footprint expand to 3k rural towns covering 40k
retail outlets, giving it the largest rural reach among FMEG companies. Additionally,
as part of this initiative, the company intends to open a large number of ‘Utsav’
stores, which correspond to ‘Havells Galaxies’ (brand stores) in the urban market.

Capex plan in place; net cash up: Management has guided for capex of Rs 7bn-
8bn in FY23 — Rs 1bn-1.5bn for raising wires & cables capacity and regular
maintenance, and Rs 3.5bn for the new AC plant in Sri City. Net cash rose by Rs 10bn
to Rs 30bn as of Mar'22 with D/E at 0.07x. FY22 ROCE/ROE was at 25%/21.4%.

Maintain BUY, TP Rs 1,500: We continue to value HAVL at 53x FY24E EPS, a
10% premium to its 5Y average, for an unchanged TP of Rs 1,500. Retain BUY. Key
downside risks to growth include higher commodity prices and a weaker economy.
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Key changes

Target Rating

s B 2 <)
Ticker/Price HAVL IN/Rs 1,132
Market cap US$ 9.1bn
Free float 41%
3M ADV US$ 15.8mn
52wk high/low Rs 1,504/Rs 958
Promoter/FPI/DII 59%124%18%

Source: NSE | Price as of 9 Jun 2022

Key financials

YIE 31 Mar FY22P FY23E FY24E

Total revenue (Rsmn)  1,39,385 1,58,815 1,82,106

EBITDA (Rs mn) 17,604 22,324 25753
Adj. net profit (Rs mn) 11,965 15,080 17,473
Adj. EPS (Rs) 19.1 241 279
Consensus EPS (Rs) 191 232 269
Adj. ROAE (%) 214 231 228
Adj. P/E (x) 59.2 47.0 40.6
EV/EBITDA (x) 39.7 31.1 26.8
Adj. EPS growth (%) 220 26.0 15.9

Source: Company, Bloomberg, BOBCAPS Research | P Provisional

Stock performance
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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 May 2022, out of 116 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 69 have BUY ratings, 25 have HOLD ratings, 5 are
rated ADD*, 1 is rated REDUCE* and 16 are rated SELL. One company rated ADD has been an investment banking client in the last 12 months. (*Our ADD and
REDUCE ratings are in the process of being migrated to the new recommendation structure.)

Analyst certification

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed
in this 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.

Important disclosures

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company-specific
disclosures, please click on the hyperlink accompanying each excerpt.

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.: INH000000040 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: U65999MH1996G0I1098009.

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

EQUITY RESEARCH 13 June 2022
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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.

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 orimmediately 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.

Other disclosures

BOBCAPS does not have any financial interest in the subject company. BOBCAPS does 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.

BOBCAPS is not engaged in any market making activities for 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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