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CMP(INR) (sseh w20 38218 Huge untapped opportunity in the rural market:

Target (INR) 5388.0

Upside(%) 41%  penetration of the pressure cooker in the urban market is very high due to easy availability of LPG connections and that’s why domestic
Recommendation Strong Buy

pressure cooker industry registered low single digit growth in last few years. But with the introduction of the ‘Pradhan Mantri Ujjwala
Yojana’ (PMUY) scheme (FY19), things started to change in rural areas with increase in number of LPG connections and this trend has perked

BSE Code sogagse  Up the demand for pressure cooker in the rural market. That's why Hawkins managed to deliver 18% growth in the topline in FY19 whereas it
Reuters Ticker HwWKN.Bo registered only 6% CAGR in the topline between FY13-18.
Bloomberg Ticker HAWK IN

Despite serious government push, till now only three states have completely become kerosene-free and the LPG penetration in the rural area
is at a nascent stage and it offers huge opportunity for companies like Hawkins to deliver strong revenue growth going forward.

Market cap (INR Cr.) 20256 Company Overview Financial Performance at a glance (Standalone)

AR Hawkins Cookers Limited was started in 1959 by Mr. H.D. Particulars (INRCr) Pt Pl QI2EE 2Lt P22t

Face Value (INR) 190" vasudeva, in technical collaboration with L.G. Hawkins of NetSales 552.6 652.8 730.8 803.9 900.4
PAMEITETEREY >% England. Co. is engaged in the manufacture, trading and sale ~ Growth(%) -4.5% 18.1% 11.9% 10.0% 12.0%
TTM P/E () 2639 of kitchenware. Currently, Co. is catering to various EBITDA(EXOI) 705 86.2 1235 136.7 155.8
Industry P/E (x 3530 countries in each of the six continents of the world with two  EBITDAMargin (%) 12.8 13.2 16.9 17.0 17.3
R 026 corporate offices, three factories, 800 employees and a wide  NetProfit 48.7 54.2 90.3 101.0 114.0
Beta vs. Sensex 079 array of product offerings. The plants are located at Thane  NetProfit Margin (%) 8.8 8.3 12.4 12.6 12.7
52 Week High/ Low (INR)  5539/2606  (Maharashtra), Jaunpur (Uttar Pradesh), and Hoshiarpur EPS 92.06 102.53 170.69 191.04 215.52
Ave. Daily Vol. (NSE)/1 yr. 3630 (Punjab). Till now Co. has sold over 72 million pressure BVPS 207.69 224.32 29258 369.15 385.84
cookefs and cogkware worldwide. o PIE 41,52 37.27 22.39 20.01 17.73
Now, it approximately offers 70 pressure cooker models in  p/gy () 18.40 17.04 13.06 10.35 9.91

L over 10 various types. The Co. markets their entire product ROE (%) 45.0 475 66.0 57.7 57.1

FEREES  EEeE 56.03 56.03 range under its own brand names i.e. Hawkins & Futura. Co. ROCE (%) 318 323 431 417 456
Institutions 16,09 15.44 1530 sells anodized and non-stick cookware under ‘Futura’ brand. EV/EBITDA (¥) 3.9 223 151 135 119
Non- I sass sar Apart from pressure cooker the Co. also manufactures idli Source: Company data, SMIFS Research

institutions

stands, non-stick frying pans, cookware and spice blends.
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Stellar Quarterly Performance:

Standalone operating revenue for Q3FY20 reported at INR193.3 crore, up 10.6% YoY basis and Gross margin jumped by 315 bps YoY
to 58.94% owing to soft commodity prices. Absolute EBITDA increased by 58.8% YoY to INR31.5 crore and EBITDA margin improved
by 493 bps YoY to 16.27% on the back of the optimization in employee benefit expenses and other expenses. PAT for the quarter
jumped by 80.5% YoY to INR22.5 crore and PAT margin improved by 450 bps YoY to 11.6% owing to lower effective tax rate.

The effective tax rate for 9MFY20 was at ~26%. We expect Hawkins to sustain its profitable growth with stringent working capital
policy and non-leveraged balance sheet.

Robust balance sheet:

Co. managed to bring down its debt-equity ratio from 0.52 (FY16) to 0.26 (FY19). Co. runs a tight ship on collections with a record of
collecting 99.9% of the dues without fail and it has helped the Co. to manage its working capital requirements efficiently. Prudent
working capital management has resulted in attractive return ratios.

With lean balance sheet, balanced credit policy and diversified customer base Co. is perfectly poised to take up opportunity going
forward.

Soft commodity prices:

In the Co.’s cost structure Aluminum plays key role and its margins are highly sensitive to the price of it. In last one year the price of
aluminum has dropped ~16% and this has played a crucial role along with improved operational efficiency in delivering significant
improvement in EBITDA margin.

Coronavirus outbreak, continuing US-China trade dispute and subdued global demand are expected to keep prices low in near term
which is likely to be highly beneficial for the Co. in maintaining elevated level of EBITDA margin.

(Rationale Continued...)
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Valuation & Outlook Investment Rationale

We strongly believe that the Co. is likely to experience
significant growth in the topline in the medium term
owing to Government’s decision to reduce the usage of
Kerosene (introduction of PMUY scheme), low
penetration of pressure cooker in the rural area, new
product launches and steady gain in market share
(through offering products of high standard). Apart
from that controlled operating expenses and soft
aluminum prices are likely to help the Co. in expanding
its operating margins. Apart from that Co. has
consistently maintained a healthy dividend payout ratio
and it is likely to continue considering the benefit the
Co. is likely to have post corporate tax rate amendment
(taking into account minimal CapEx requirement).

Considering lean balance sheet, low debt-equity ratio,
good promoter pedigree, healthy dividend payouts,
prudent working capital management and high
dividends we are assigning a PE of 25x to FY22E EPS of
INR215.52 to arrive at a Target Price of INR5388.

Investment Risk

e Poor acceptance of the upcoming products.
e Unexpected slowdown in the rural economy.
e Sudden rise aluminum prices.

 Slower than expected economic recovery from the threat
posed by Coronavirus outbreak.

Reduction in corporate tax rate:

Government of India’s decision to bring down the corporate tax rate to ~25% will be highly
beneficial for the Co. as it has always had an effective tax above 30%.

This will help the Co. to invest more in product innovation, expanding its technical capabilities
and setting up new capacities if required without opting for huge debt.

Zero reliance on China:

Pressure cooker industry is highly fragmented in nature where there are many local players who
dominate the market. Most of these local players depend heavily on China to get their products.
On the other hand, Hawkins always sells product with highest quality and this prevents the Co.
from picking up doubtful merchandise from China and putting its name on it. So, the products
sold by the Co. is manufactured by the Co itself and goes through a rigorous product testing
procedure before hitting the market.

Due to the outbreak of Coronavirus, the production activity in China has taken a serious hit and
import activity has come a halt. Above all there is no clarity on when the threat from

Coronavirus will start to cool down. Till then importing from China will be difficult and this will
dent the business of the local players in a big way. This will offer a huge opportunity for an
established player like Hawkins to increase their penetration and outreach.

Peer Comparison

)
TTK Prestige 6,399.4 159.5 28.8 5.0 17.7% 26.9% 20.1
Butterfly Gandhimathi 176.3 7.1 13.8 0.9 5.2% 9.6% 5.6 0.8
Hawkins Cookers 2,025.6 144.8 26.4 15.4 47.5% 60.7% 17.6 0.3

Source: Company data, SMIFS Research

o



Hawkins Cookers Limited

PCG/HNI Research
Q3FY20 Result Analysis (Standalone)

oerticulars (1n INR Crore)
Net sales 193.3 1747 10.6%  192.6 0.4% 527.9 468.1 12.8%
Other operating income - - - - - - - -
Total operating income 1933 1747 10.6%  192.6 0.4% 527.9 468.1 12.8%
Cost of materials consumed 63.3 66.1 -4.3% 60.5 4.5% 175.5 181.5 -3.3%
Purchase of stock-in-trade 22.1 20.6 7.4% 21.3 3.8% 61.6 52.8 16.5%
(Increase)/decrease in inventories (6.1) (9.5 -35.9% 6.6 -191.7% (4.7 (28.0) -83.4%
Gross Profit 113.9 97.5 16.9%  104.1 9.4% 295.6 261.8 12.9%
Gross Profit margin (%) 58.94  55.79 315bps 54.06 488bps 55.99 55.93 6 bps
Employee benefit expense 24.6 23.3 5.6% 24.9 -1.3% 71.2 67.4 5.6%
Other expenses 57.9 54.4 6.4% 43.4 33.3% 135.0 130.2 3.7%
Total Expenses 161.8 154.9 4.5% 156.8 3.2% 438.6 403.9 8.6%
EBITDA (Ex Ol) 315 19.8 58.8% 358  -12.1% 89.3 64.2 39.1%
EBITDA margin (%) 16.27  11.34 493 bps 18.58 -230bps 16.92 13.71 321 bps
Otherincome 0.9 1.0 -7.0% 0.7 27.4% 2.4 35 -30.7%
Depreciation & amortization 1.2 1.0 16.7% 11 6.2% 3.4 3.0 14.5%
EBIT 31.2 19.8 57.6% B4 -11.8% 88.4 64.7 36.5%
EBIT Margin (%) 16.14  11.33 481bps 18.37 -223bps 16.74 13.83 291 bps
Interest cost 0.9 0.9 -1.1% 12 -22.4% 3.0 2.8 6.0%
Profit before tax 30.3 18.9 60.4% 4.2 -11.5% 85.4 61.9 37.9%
PBT margin (%) 15.7 10.8 487 bps 17.8 -210bps 16.2 13.2 295 bps
Tax 7.8 6.4 21.6% 7.3 7.9% 22.3 21.2 5.1%
Profit after tax 225 12.5 80.5% 210  -16.7% 63.1 40.8 54.9%
PAT margin (%) 11.6 7.1 450bps 140 -238bps 12.0 8.7 325 bps
EPS 42.5 23.6 80.5% 51.0 -16.6% 119.4 77.1 54.9%
EPS (Diluted) 42.5 23.6 80.5% 51.0 -16.6% 119.4 77.1 54.9%

Source: Company data, SMIFS Research
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Analyst Certification:
I/We, Debijit Maji, Research Analyst of Stewart & Mackertich Wealth Management Limited (in short “Stewart & Mackertich/ the Company”), authors and the names subscribed to this
Research Report, hereby certify that all of the views expressed in this Research Report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of my

compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this Research Report. It is also confirmed that we the above mentioned Research
Analyst of this Research Report have not received any compensation from the subject companies mentioned in the Research Report in the preceding twelve months and do not serve as an
officer, director or employee of the subject companies mentioned in the Research Report.

Terms & Conditions and Other Disclosures:
Stewart & Mackertich Wealth Management Ltd is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution of Financial Products. Stewart &
Mackertich Wealth Management Ltd Limited is a registered as Research Analyst Entity with Security & Exchange Board of India (SEBI) with Registration Number — INH300001474.

Stewart & Mackertich and our associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. Stewart & Mackertich generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover.

The information and opinions in this Research Report have been prepared by Stewart & Mackertich and are subject to change without any notice. The Research Report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written consent of Stewart & Mackertich Wealth Management Ltd. While we would endeavor to update the information
herein on a reasonable basis, Stewart & Mackertich is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may
prevent Stewart & Mackertich from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with
applicable regulations and/or policies of Stewart & Mackertich Wealth, in circumstances where Stewart & Mackertich might be acting in an advisory capacity to this company, or in certain
other circumstances.

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This Research Report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to
buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this Research Report at the
same time. Stewart & Mackertich will not treat recipients as customers by virtue of their receiving this Research Report.
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Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific

circumstances. The securities discussed and opinions expressed in this Research Report may not be suitable for all investors, who must make their own investment decisions, based on their
own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient
should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Stewart
& Mackertich accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past performance is not necessarily a guide to future
performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

Since associates of Stewart & Mackertich are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the
subject company/companies mentioned in this Research Report.

Stewart & Mackertich or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the Research Report
as of the last day of the month preceding the publication of the Research Report.

Stewart & Mackertich encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research Report. Accordingly, neither Stewart &
Mackertich and their Associates nor the Research Analysts and their relatives have any material conflict of interest at the time of publication of this Research Report or at the time of the
Public Appearance, if any.

Stewart & Mackertich or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for
any other assignment in the past twelve months.

Stewart & Mackertich or its associates might have received any compensation from the companies mentioned in the Research Report during the period preceding twelve months from the
date of this Research Report for services in respect of managing or co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory service in a
merger or specific transaction from the subject company.

Stewart & Mackertich or its associates might have received any compensation for products or services other than investment banking or brokerage services from the subject companies
mentioned in the Research Report in the past twelve months.
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Stewart & Mackertich or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the subject companies mentioned in the Research

Report or third party in connection with preparation of the Research Report.

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.

The Research Analysts might have served as an officer, director or employee of the subject company.

Neither the Research Analysts nor Stewart & Mackertich have been engaged in market making activity for the companies mentioned in the Research Report.

Stewart & Mackertich may have issued other Research Reports that are inconsistent with and reach different conclusion from the information presented in this Research Report.

Stewart & Mackertich submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equity Research Analysis activities.

This Research 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 Stewart & Mackertich and affiliates 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.

For queries related to compliance of the report, please contact: -
Sudipto Datta, Compliance Officer

Stewart & Mackertich Wealth Management Ltd.
Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Contact No.: +91 33 4011 5414 /91 33 6634 5414
Email Id.: compliance@smifs.com / sudipta@smifs.com

Website: www.smifs.com
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