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Company details

Price target: Rs220

Market cap: Rs8,530 cr

52-week high/low: Rs255/159

NSE volume: (No of shares) 82,006

BSE code: 532953

NSE code: VGUARD

Sharekhan code: VGUARD

Free float: (No of shares) 15.3 cr

Price chart

Shareholding pattern

Price performance

Stock Update
Soft quarter, downgrade to Hold 

(%) 1m 3m 6m 12m

Absolute -13.8 4.7 -8.3 -15.5

Relative to Sensex -14.3 -0.6 -5.3 -17.2

V-Guard Industries

Reco: Hold  |  CMP: Rs200

Key points

 �  Revenue broadly in-line, disappoints on 
operating margins: For Q3FY2019, net sales of 
V-Guard Electrical Appliances (V-Guard) rose 
by 12.2% y-o-y to Rs. 594 crore, broadly in-line 
with our estimate, driven by digital UPS (17.6%), 
stablisers (18.1%), water heaters (16.8%) and fans 
(23.1%). Non-South markets grew by 17.6% y-o-y 
in Q3FY2019 and contributed 37.2% to overall 
revenues vs 36% in Q3FY18. Whereas, the 
South market remained subdued due to lower-
than-expected ramp-up in demand. Operating 
profit declined by 8.9% y-o-y to Rs. 45 crore 
(which was 10% lower than our estimate). 
Margins contracted by 175 BPS due to volatility 
in commodity prices and rupee depreciation. 
With weak operating performance percolating 
down to the bottom line, adjusted PAT was also 
impacted and declined by 5.7% y-o-y to Rs. 34 
crore (18% below our estimate). 

 �  Near-term headwinds regarding replacement 
demand pick-up in South and higher input 
cost: Replacement demand pick-up down South 
still remained a concern and did not pick up 
as expected. Replacement demand envisaged 
will take some time as spending intensity is 
still subdued. Market share for the company 
in Southern market remained muted. The wire 
segment needs a heads-up, as it is the major 
contributor to revenue. For Q3FY2019, the wire 
segment’s revenue and volumes remained 
flat. Going forward, due to commodity price 
volatility, this segment is expected to remain 
under pressure. Pumps also witnessed a soft 
quarter and are expected to remain the same 
going ahead due to increased competitive 
intensity in Southern market. The company 
expects to take price hikes across products to 
ease input cross pressures, but the time period 
of the same remains to be seen. Consequently, 
management has cut down its margin guidance 
from earlier 10% to 9% and revenue is expected 
to be on the lower side. However, there is a 
slight comfort as the company is gradually 
expanding its penetration (plans to add 3,000-
5,000 retailers across the country every 
year), in Non South market. With new product 
launches along with further expansion of 
retail base, management expects to increase 
revenue contribution to 50% from the Non 
south region. 
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Results (Standalone) Rs cr

Particulars Q3FY19 Q3FY18 YoY (%) Q2FY19 QoQ (%)

Revenue            594            530           12.2            598            (0.6)

RM cost            416            360           15.6            421            (1.1)

Staff cost               49               43           13.9               51            (2.8)

Other Expenses               84               77              9.0               77           10.0 

Operating Expenses            549            480           14.4            548              0.3 

Operating profits               45               49            (8.9)               50            (9.8)

Other Income                 4                 3           69.6                 4           11.1 

Interest                 1                 0           12.3                 0         100.2 

Depreciation                 6                 5           16.7                 5              2.3 

PBT               43               47            (7.4)               48          (10.1)

Tax                 9               11          (13.3)               10            (3.7)

Adj. PAT               34               36            (5.7)               38          (11.7)

Reported PAT               34               36            (5.7)               38          (11.7)

Adj. EPS (Rs.)              0.8              0.8            (5.6)              0.9          (11.7)

   bps  bps

GPM 30.0% 32.1%          (204) 29.6%              39 

OPM * 7.6% 9.3%          (175) 8.3%            (78)

NPM 5.7% 6.7%          (107) 6.4%            (72)

Tax rate 22% 23%          (147) 21%            146 

Valuations Rs cr

Particulars  FY17  FY18  FY19E  FY20E  FY21E 

Net sales      2,086      2,312      2,595      3,032      3,629 

% Y-o-Y growth        12.0         10.8         12.3         16.8         19.7 

Operating margin (%)        10.0           9.6           8.7           9.4         10.0 

Net profit         145          169          165          213          275 

Adjusted EPS          3.4           4.0           3.9           5.0           6.5 

% Y-o-Y growth        29.7         16.5         (2.3)         29.0         29.2 

PER        58.5         50.2         51.4         39.9         30.9 

P/B        13.4         11.3           9.6           8.0           6.6 

EV/EBIDTA        37.7         35.9         34.5         27.1         21.1 

RoCE (%)        37.0         31.0         26.9         29.1         31.2 

RoNW (%)        26.2         24.4         20.2         21.8         23.4 

RoIC (%)        42.4         36.8         31.6         34.7         37.3 

Div Yield (%)          0.4           0.4           0.3           0.4           0.6 

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

 �  Valuation - We downgrade our rating to Hold 
with a revised PT of Rs. 220: Factoring near-
term challenges with respect to volatility in 
commodity prices, especially in a competitive 
environment and considering 9MFY19 

performance we have revised our numbers 
downward. Hence, we downgrade our rating 
on the stock with a revised price target (PT) of 
Rs. 220.
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