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Whirlpool of India

Reuters: WHIR.BO; Bloomberg: WHIRL IN
Valuation fully priced; Structural theme intact

Whirlpool of India (WIL) posted revenue of Rs13.5bn in 4QFY20, flat YoY as the production and
sales in the last 10 days of March 2020 were halted due to COVID-19 lockdown. The topline was
3%I2% above our/consensus estimates. Gross margin rose 50bps YoY to 38.1%, likely to be
aided by benign commodity costs and premiumisation of product portfolio. EBITDA fell 20% YoY
to Rs1.4bn due to lack of operating leverage. EBITDA margin fell 250bps YoY to 10.1%, below
our/consensus estimate of 11.2%/10.4%. Lower operating profit and higher interest cost led to
26% YoY decline in PBT to Rs1.2bn. Aided by lower tax rate at 26.5% (vs. 35.5% YoY), decline in
PAT was restricted to 16% YoY to Rs874mn. The bottomline was below our/consensus estimate
of Rs1bn each, owing to lower topline. The share of profit from Elica JV was healthy at Rs49mn
vs. Rs11mn YoY. In FY20, WIL’s performance was healthy with 11% YoY revenue growth, 11.2%
EBITDA margin (down 70bps YoY due to COVID-19 impact in 4QFY20) and 20% earnings growth.
WIL has been our top pick in the consumer durable sector since our initiating coverage report in
March 2017 and it has outperformed peers with 15%/20% revenue/earnings CAGR over FY16-
FY20. While we believe that WIL continues to offer a structural growth opportunity over the long
term along with strongest balance sheet and cash flows in the industry, the valuation in the near
term (FY22) is fully priced. Thus, we revise down our rating on the stock to Accumulate (from
Buy earlier) with a revised target price of Rs2,120 (Rs2,435 earlier) based on P/E of 40x on
revised FY22E earnings, factoring in the COVID-19 impact.

Flat revenue growth impacted by COVID-19: WIL posted a flat YoY revenue growth in 4QFY20 to
Rs13.5bn as the production and sales were halted in the last 10 days of March 2020, owing to the
nationwide lockdown. However, the company witnessed very strong momentum in pre-COVID-19
lockdown period in 4QFY20. In FY20, sales grew by 11% YoY to Rs60bn. We expect WIL to bounce
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back strongly once the lockdown eases and consumer demand revives. We are factoring in 7% revenue  Key Data
CAGR over FY20-FY22E, aided by distribution reach expansion, focused execution on the shop floor c tsh /S 126.9
through innovative product launches, plugging of portfolio gap (front-load washing machines, high-end urrent Shares (mn) :
refrigerators), entry into new product categories (dishwashers, air purifiers, water purifiers), scaling up Mkt Cap (Rsbn/US$bn) 268.1/3.5
the cooking pro_duct range post-agquisition of {19% stake; in Eliqa India apd capacity expansion in core 52 Wk H/L (Rs) 257011343
product categories (direct cool refrigerator, semi-automatic washing machine).

Daily Vol. (3M NSE Avg.) 79,920
Healthy gross margin sustained: Gross margin was up 50bps YoY at 38.1% in 4QFY20 and up
160bps YoY to 39.1% in FY20. Benign commodity costs and premiumisation of portfolio are likely to . .
have aided gross margin expansion. However, EBITDA margin in 4QFY20 was down by 250bps YoY to ~ Price Performance (%)
10.1% due to lockdown. In 9MFY20, EBITDA margin was up 40bps YoY at 11.5%. However, COVID-19 1M 6M 1Yr
impact in 4Q led to a 70bps YoY decline in EBITDA margin for FY20 at 11.2%. With rising economies of X X
scale, strong focus on managing costs, disciplined capital allocation and premiumisation of product ~ Whirlpool of India 139 (33) 317
portfolio, we expect WIL's EBITDA margin to rise to 12.1% in FY22E, similar to FY19 levels. Nifty Index 144 (17.4) (13.7)
Negative working capital cycle: WIL has operated at an ex-cash negative working capital cycle for the  Source: Bloomberg
past six years. As a percentage of sales, the working capital cycle was negative 1.3% in FY20 while in
terms of days, it was negative 5 days in FY20. The cash conversion cycle was negative 6 days in FY20.
Outlook: WIL is a strong financial franchise with robust cash flow, negative working capital cycle,
healthy margin profile, healthy return ratios and high cash & investment level, which will support its
premium valuation. We expect 17% earnings CAGR over FY20-FY22E.
Y/E March (Rsmn) (Standalone) 4QFY19 3QFY20 4QFY20 YoY (%) QoQ (%) FY19 FY20 YoY (%)
Net revenues 13,552 12,712 13,536 (0.1) 6.5 53,977 59,925 11.0
Raw material costs 8,463 7,682 8,385 (0.9) 9.2 33,745 36,499 8.2
Staff costs 1,311 1,473 1,426 87 (3.2) 4,931 5,896 19.6
Other expenses 2,064 2,661 2,356 14.1 (11.5) 8,879 10,796 21.6
Total expenditure 11,838 11,816 12,166 2.8 3.0 47,555 53,192 11.9
EBITDA 1,714 897 1,370 (20.1) 52.8 6,422 6,733 49
EBITDA margin (%) 12.6 7.1 10.1 . . 11.9 11.2 .
Depreciation 320 294 357 11.8 21.8 1,113 1,293 16.2
Interest costs 33 31 80 139.8 157.6 N 199 118.4
Other income 253 395 257 1.2 (35.0) 1,047 1,287 22.9
PBT 1,614 967 1,189 (26.3) 23.0 6,265 6,529 42
Tax 573 235 315 (45.0) 344 2,194 1,766 (19.5)
PAT 1,041 732 874 (16.0) 19.4 4,071 4,763 17.0
PAT margin (%) 7.7 5.8 6.5 - - 7.5 7.9 -
EPS (Rs) 8.2 5.8 6.9 (16.0) 19.4 321 375 17.0

Source: Company, Nirmal Bang Institutional Equities Research

Please refer to the disclaimer towards the end of the document.
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a relationship beyond broking

Exhibit 1: Financial summary (Consolidated)

Y/E March (Rsmn) FY18 FY19 FY20 FY21E FY22E
Revenues 48,319 53,977 59,925 56,005 68,667
EBITDA 5,600 6,422 6,733 6,329 8,309
PAT 3,507 4,097 4,902 4,912 6,723
EPS (Rs) 27.6 323 38.6 387 53.0
EPS growth (%) 12.9 16.8 19.6 0.2 36.8
EBITDA margin (%) 11.6 11.9 11.2 11.3 12.1
P/E (x) 76.4 65.4 54.6 545 39.8
P/BV (x) 14.9 125 10.4 9.0 76
EV/EBITDA (x) 46.1 40.1 379 39.7 29.6
Dividend yield (%) 02 02 0.2 0.3 04
RoCE (%) 28.3 27.4 235 18.0 21.3
RoE (%) 21.4 20.8 20.8 17.7 20.6
RolC (%) 150.6 147.2 102.1 71.6 96.6

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Trend in net revenues

(Rsmn) (%)

80,000 - 226 226 5

70,000 -
60,000 -
50,000 -
40,000 -
30,000 -
20,000 -
10,000 -

FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E
mmm Net revenue —a— % growth YoY

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 3: Trend in margins
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Exhibit 4: Trend in return ratios
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Exhibit 5: Our estimates versus actual performance

4QFY20 (Rsmn) Actual Our estimate Deviation (%)  Bloomberg cons. est. Deviation (%)
Revenues 13,536 13,107 3.3 13,332 15
EBITDA 1,370 1,473 (7.0) 1,383 (1.0)
PAT 874 1,045 (16.4) 1,076 (18.8)

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 6: Change in our estimates

(Rsmn) Old New Deviation (%)

Y/E March FY21E FY22E FY21E FY22E FY21E FY22E
Revenues 68,119 78,775 56,005 68,667 (17.8) (12.8)
EBITDA 8,379 10,004 6,329 8,309 (24.5) (16.9)
PAT 6,573 8,128 4,912 6,723 (25.3) (17.3)

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 7: P/E charts
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Financials (Consolidated)

Exhibit 8: Income statement Exhibit 9: Cash flow

Y/E March (Rsmn) FY18 FY19 FY20 FY21E  FY22E  Y/E March (Rsmn) FY18  FY19  FY20 FY21E FY22E
Net sales 48,319 53977 59925 56,005 68667 EgT 4,585 5300 5440 4913 6,854
% growth YoY 226 1.7 no (69 226 (inc)/dec. in working capital 1) 19 (824) 361 297
Raw material costs 20988 33745 36499 33939 41475 ook fiow from operations 4584 5428 4616 5214 7,151
Staff costs 4553 4931 58% 6161 TOT3 G income 867 1,047 1287 1570 1940
Other overhe.ads 8,179 8,879 10,796 9,577 11,811 Depreciation 1,015 1413 1293 1415 1,455
Total expenditure 42,719 47555 53,192 49,676 60,358 ]

EBITDA 5600 6422 6733 6320  sag Padl (2021) (2259 (.781) - (1587)  (2173)
% growth 146 147 49 (6.0) 313 Profit from associates - 27 139 195 263
EBITDA margin (%) 116 19 12 13 121 Net cash from operations 4,445 5,355 5,538 6,867 8,636
Other income 867 1,047 1287 1,570 1940 Capital expenditure (- (1531)  (1,839) (3,308)  (2,000)  (2,000)
Interest costs 44 91 199 179 161  Net cash after capex 2,913 3,517 2,231 4,867 6,636
Depreciation 1015 1,113 1293 1415 1455 [Interestpaid () (44) @1 (19 (1790 (161)
Profit before tax 5,408 6,265 6,529 6,305 8,633  Dividends paid (-) (611)  (764)  (634)  (761) (1,142)
Tax 1,902 2,194 1,766 1,587 2,173 Inc./(dec.) in total borrowings - - - - -
Profit from associates - 27 139 195 263  (Inc.)/dec. in investments (3,266)  (2,027) 919 - -
PAT 3,507 4,097 4,902 4,912 6,723  Cash from financial activities (3,921) (2,882) 86 (940)  (1,303)
PAT margin (%) 7.3 7.6 8.2 8.8 9.8  Others 237 157 (87) R R
EPS (Rs) 276 323 386 387 53.0  Opening cash balance 10590 9819 10610 12,840 16,767
% growth 129 16.8 19.6 0.2 368 Closing cash balance 9819 10610 12,840 16767 22,100
Source: Company, Nirmal Bang Institutional Equities Research Change in cash balance (771) 792 2,230 3,927 5,333

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 10: Balance sheet Exhibit 11: Key ratios

Y/E March (Rsmn) FY18 FY19 FY20 FY21E  FY22E  Y/E March FY18 FY19 FY20 FY21E  FY22E

Share capital 1,269 1,269 1,269 1,269 1,269 per share (Rs)

Reserves 16,695 20,185 24366 28517 34,098 Epg 276 323 386 38.7 53.0

Net worth 17963 21454 25635 29,786 35367  Book value 1416 169.1 202.1 234.8 278.8

Total loans - - - - * Valuation (x)

Deferred tax liability net (279) (344) (375) (375) (375  pE 76.4 65.4 546 545 39.8

Liabilities 17,684 21,110 25260 29411 34992 ppy 14.9 125 104 9.0 76

Net block 4,459 5,082 7,089 8,015 8560  E\/EBITDA 461 401 379 397 206

Capital work-in-progress 331 433 Ly 100 100 Ev/sales 5.3 48 43 45 36

Investments 4,563 6,590 5,672 5,672 5672 Return ratios (%)

Inventories 8,101 8,886 11,989 9,763 11,363 RoCE 283 274 235 18.0 213

Debtors 2,403 2,556 2,816 2915 3,386  RoE 214 20.8 20.8 177 206

Cash 9,819 10,610 12,840 16,767 22,100  RoIC 150.6 1472 102.1 716 96.6

Other current assets 2,303 2,616 2,381 2,800 3,433 Profitability ratios (%)

Total current assets 22,626 24,668 30,026 32,246 40,283  ERITDA margin 116 119 112 113 121

Creditors 11,549 12379 14311 12832 15340 EBIT margin 95 9.8 9.1 8.8 10.0

Other current liabilities 2,746 3,285 3,657 3,789 4282 pAT margin 73 76 8.2 8.8 0.8

Total current liabilities 14295 15664 17968 16,621 19,622  Tymover ratios

Net current assets 8,332 9,004 12059 15625 20661  Totg) asset tumover ratio (x) 27 26 24 19 20

Total assets 17,684 21,110 25260 29411 34992  pgpior days 18 17 17 19 18

Source: Company, Nirmal Bang Institutional Equities Research Inventory days 99 96 120 105 100
Creditor days 14 134 143 138 135

Source: Company, Nirmal Bang Institutional Equities Research

Whirlpool of India




@ NIRMAL BANG Institutional Equities

Rating track
Date Rating Market price Target price (Rs)
16 March 2017 Buy 1,040 1,305
7 April 2017 Buy 1,220 1,305
17 May 2017 Buy 1,190 1,400
6 July 2017 Buy 1,174 1,400
8 August 2017 Buy 1,191 1,400
20 September 2017 Buy 1,335 1,560
9 October 2017 Buy 1,349 1,560
27 October 2017 Buy 1,400 1,620
27 November 2017 Buy 1,515 1,775
9 January 2018 Buy 1,531 1,775
2 February 2018 Buy 1,459 1,740
6 April 2018 Buy 1,530 1,740
9 May 2018 Buy 1,547 1,780
4 June 2018 Buy 1,547 1,780
10 July 2018 Buy 1,523 1,780
10 August 2018 Accumulate 1,725 1,900
18 September 2018 Buy 1,600 1,900
9 October 2018 Buy 1,355 1,900
6 November 2018 Buy 1,401 1,850
9 January 2019 Buy 1,453 1,850
5 February 2019 Buy 1,495 1,820
9 April 2019 Buy 1,453 1,900
27 May 2019 Buy 1,379 1,840
9 July 2019 Buy 1,552 1,840
13 August 2019 Buy 1,540 1,840
23 September 2019 Buy 1,842 2,205
7 October 2019 Buy 1,996 2,205
11 November 2019 Buy 2,198 2,535
9 January 2020 Buy 2,347 2,535
10 February 2020 Accumulate 2,501 2,485
26 March 2020 Buy 1,825 2,435
9 April 2020 Buy 1,827 2,435
19 June 2020 Accumulate 2,111 2,120
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DISCLOSURES

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited,
BSE Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited, National
Commodity and Derivative Exchange Limited and Indian Commodity Exchange Limited in cash and Equity and
Commodities derivatives segments.

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of
interest at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or his
relatives may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month
immediately preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBSPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in
market making activity of the subject company.

Analyst Certification: I, Chirag Muchhala, the research analyst and Rahulkumar Mishra, Research Associate the authors of
these reports, hereby certify that the views expressed in this research report accurately reflects my/our personal views about
the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the
analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this
research. The analyst(s) principally responsible for the preparation of this research report and has taken reasonable care
to achieve and maintain independence and objectivity in making any recommendations.
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Disclaimer
Stock Ratings Absolute Returns

BUY >15%
ACCUMULATE -5% t015%
SELL <-5%
DISCLAIMER

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBSPL is not soliciting any action
based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. In
preparing this research, we did not take into account the investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or distributed or redistributed to any other person
in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving this report. 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 NBSPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date
and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBSPL or any of its affiliates or employees shall not be in
any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. NBSPL or any of its affiliates or
employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties
of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from making modifications and alterations to this
statement from time to time. Nevertheless, NBSPL is committed to providing independent and transparent recommendations to its clients, and would be happy to provide
information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice is appropriate in
light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an
individual security may even become valueless. International investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and
international stock market or economic conditions, which may adversely affect the value of the investment. Opinions expressed are subject to change without any notice. Neither
the company nor the director or the employees of NBSPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research
and/or further communication in relation to this research. Here it may be noted that neither NBSPL, nor its directors, employees, agents or representatives shall be liable for any
damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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