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Bajaj Electricals

Strong all-round performance with market share
gains; remain cautious at current valuations

v

Our View - This is second consecutive quarter of earnings beat for the company
led be solid performance of Consumer products division. Company has been
strategically reducing its exposure to EPC business. Given that there has been a
sharp re-rating given an improving balance sheet and prudent capital allocation,
further re-rating would be dependent on sustenance of strong growth rates in the
consumer business, which might be difficult in the near term. We remain cautious
on the name at current valuations.

Margins and Cashflow - Gross margin for the consumer business has seen
improvement on change in product mix. Cashflow from operations continue to
remain healthy at Rs 1.4bn bulk of which is used to repay debt. Debt levels has
gone down on QoQ basis. Large part of margin improvement in consumer business
is sustainable. Long term goal is to improve margins on sustainable basis.

Consumer business - Growth in consumer business is 34% of which Appliances
business grew 36%, Fans 28%, Lighting 18% and Morphy Richards 69%. Margins
in this segment has improved sharply to 12.3% led by combination of cost controls
and operating leverage playing out. Some part of the costs is likely to come back
with A&P spends being restored in Q3. A&P spends stood at 3.9% of sales vs 2.9%
in 3QFY20. Market share has increased at the expense of smaller and unorganized
players.

EPC - EPC receivables has come down to Rs16bn of which Rs6.9bn is receivables
from UP project. There has been some recovery in Q3 leading to reduction in
receivables. Company has adopted calibrated approach to bring down EPC
revenue. EPC is expected to turn around to profit by 2HFY22. EPC losses are not
expected to remain at elevated levels as earlier. Receivables have been fully
provided. Company is comfortable with EPC business at 25% of the overall
revenue.

Order book - Company’s order book stands at Rs12.2bn of which Transmission
lines is Rs3.8bn, Power distribution is Rs5bn and lllumination is Rs3.3bn.

Channel inventory and supply chain - Channel inventory is at optimal level as Bajaj
operates on inventory replenishment model under RREP and TOC. Supply side
challenges continues to persist and is expected to remain for next 2 quarters. This
will give opportunity for market share gains for organized players.

Distribution and Channel expansion - Dealer additions in Q3 stood at 530 vs 501
in Q2FY21. Online business saw growth of 79% yoy and now contributes 11% to
the consumer business revenue. All channels except Canteen sales department and
Police canteens are firing.

Price hikes and new launches - Price hikes have been taken from 1% Jan to the
tune of 5-9% depending on category at the current juncture is sufficient to cover
for increased commodity prices.

Premiumization - Company is looking to increase its offering in premium segment
across all product categories and churn out more products quickly with strong
emphasis on R&D.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 1: Quarterly Summary

Rs mn Q3FY20 Q2FY21 Q3FY21 YoY (%) QoQ (%)

Net Sales 12,839 12,177 15,001 16.8 23.2

Raw Material 9106 8589 10520 155 22.5
as % of sales 70.9 70.5 70.1

Employee Cost 965 947 922 (4.5) (2.6)
as % of sales 7.5 7.8 6.1

Other operating expenses 2094 1594 2085 (0.4) 30.8
as % of sales 16.3 13.1 13.9

Total Expenditure 12165 11129 13527 11.2 215

EBITDA 673 1048 1475 119.0 40.7

EBITDA Margin 5.2 8.6 9.8

Other Income 72 90 224 213.3 149.5

EBIDT 745 1138 1699 128.1 49.3

Depreciation 187 190 197 5.5 3.6

Interest 397.2 220.0 164.7 (58.5) (25.1)

Share of profit / (loss) of an associate

and a joint venture -8 0 0

PBT 153 728 1338 776.0 83.8

Exceptional 0.0 0.0 0.0

PBT After Exceptional 153 728 1338 776.0 83.8

Tax 59 197 356 503.1 80.9

ETR 38.6 27.0 26.6

PAT 94 531 982 947.8 84.9

Rs mn Q3FY20 Q2FY21 Q3FY21 YoY(%) QoQ(%)

Consumer Products 8,602 7,922 11,528 34.0 45.5

EPC 4,235 4,253 3,472 (18.0) (18.4)

Others 2 3 1 (35.0) (53.6)

Net Sales 12,839 12,177 15,001 16.8 23.2

PBIT

Consumer Products 662 848 1422 114.9 67.7

PBIT % 7.7 10.7 12.3

EPC -138 66 -91 (34.4) (238.0)

PBIT % -3.3 1.5 -2.6

Others 1 1 -1 (244.4) (316.7)

PBIT % 45.0 214 -100.0

Total PBIT 524 915 1,330 153.7 454

Finance Costs 397 220 165 (58.5) (25.1)

Unallocable expense -34 -33 -172 407.1 417.7

as % of sales -0.3 -0.3 -1.1

Exceptional 0 0 0

Share of profit / (loss) of an associate and

a joint venture -8 0 0

PBT 153 728 1338 776.0 83.8
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited

Registered Address: Unit No. 602 A, 6th Floor, Tower 1 & 2,
One International Center, Senapati Bapat Marg, Elphinstone Road,
Mumbai - 400013, Maharashtra, India
Email: research@ysil.in | Website: https://yesinvest.in
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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