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V Guard Industries

Electronics growth momentum continues; maintaining a Buy

Strong electronics growth continued for V Guard, supported by an
uptick in the electrical portfolio driven by higher copper prices. ECD
grew in line with the industry, while Sunflame continued to
underperform. Electronics growth is expected to stay strong, led by
stabilizers, inverter batteries and the solar rooftop segment. The battery
business is growing in double digits, with plans to expand capacity
through capex of RsS500m. The solar rooftop business is performing
well and is expected to become a significant contributor over 4-5 years.
Management guided for 14-15% revenue growth, with stable-to-
improving margins. We retain a Buy rating, with a higher TP of Rs475.

Strong growth in electronics. Q4 revenue grew 14.5% y/y to Rs15.4bn, led
by strong electronic segment growth (+26.3%). Electrical segment and ECD
reported healthy 14.6% y/y and 11.9% y/y growth, respectively; Sunflame’s
revenue declined 24.2% y/y. The EBITDA margin contracted 22bps y/y
despite gross-margin expansion of 125bps y/y due to 24.2% y/y higher
employee costs and 19.9% y/y increased other expenses. Lower interest costs
(-74.2% y/y) pushed PAT to grow 19.6% y/y to Rs911m.

Electronics business to remain strong, expanding battery capacity.
Electronics business continued its strong growth momentum, growing
26.3%/29.6% in Q4/FY25, led by healthy growth in stabilizers, inverter battery
and solar rooftops. Inverter battery is growing in double digits, with the plant
running at full capacity. The company plans to increase battery capacity (Rs500m
capex) and expects Rs3bn-4bn post plant stabilisation in 2.5 years.

Outlook and Valuation. At the CMP, the stock trades at 40.4x/31.4x
FY26e/27e EPS. We model 14.2%/28.8% revenue/PAT CAGRs over FY25-
27, leading to RoCE expansion to 22.4%, from 19.0% currently. We maintain
a Buy on the stock, with a TP of Rs475 (Rs460 earlier), 40x FY27¢ EPS. Key
risks: Copper price volatility may impact wire sales, while weak kitchen
demand could pressure FY26 earnings.

Key financials (YE: Mar) FY23$ FY24 FY25 FY26e FY27e
Sales (Rs m) 41,260 48,567 55,778 63,587 72,759
Net profit (Rs m) 1,891 2,576 3,137 4,074 5,301
EPS (Rs) 44 59 7.2 9.3 12.2
PIE (x) 85.7 63.2 52.1 40.1 30.8
EV /EBITDA (x) 51.8 38.7 31.7 258 19.9
P/BV (x) 101 9.0 7.8 6.8 5.8
RoE (%) 11.8 14.2 15.0 16.8 18.7
RoCE (%) (post tax) 8.9 11.9 14.4 15.5 17.2
Dividend yield (%) 0.3 04 04 0.5 0.7
Net debt / equity (x) 0.2 0.1 (0.0 (0.1) (0.2)

Source: Company, Anand Rathi Research §$ - acquisition of Sunflame
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Quick Glance - Financials and Valuations

Fig 1 — Income statement (Rs m)

Fig 2 - Balance sheet (Rs m)

Year-end: Mar FY23$ FY24 FY25 FY26e FY27e Year-end: Mar FY23$ FY24 FY25 FY26e FY27e
Net revenues 41,260 48,567 55,778 63,587 72,759  Share capital 432 434 436 436 436

Growth (%) 17.9 17.7 14.8 14.0 14.4 Net worth 16,076 18,142 20,978 24,153 28,183
Direct costs 28,844 32,240 35558 40,441 46,129 Debt 4196 2,910 108

Gross margins (%) 30.1 33.6 36.3 36.4 36.6  Minority interest - - - - -
SG&A 9217 12,069 15,088 16,994 18,943 DTL / (Assets) 951 919 906 906 906
EBITDA 3,199 4,267 5132 6,151 7,687 Capital employed 21,223 21,972 21,992 25,059 29,088

EBITDA margins (%) 7.8 8.8 9.2 9.7 10.6  Nettangible assets 5683 6463 6,705 7,396 7,730
- Depreciation 644 809 957 1,059 1,166 Net intangible assets 4258 4350 4505 4505 4,505
Other income 164 340 209 445 509 Goodwill 2,528 2,528 2,528 2,528 2,528
Interest expenses 162 395 245 127 73 CWIP (tang. & intang.) 237 248 486 986 50
PBT 2,557 3,403 4,139 5410 6,957 Investments (strategic) 385 714 717 717 717

Effective tax rate (%) 26.1 243 242 25.2 252 Investments (financial) 18 313 130 130 130
+ Associates / (Minorities) 1 - - - - Currentassets (excl. cash) 15210 16,325 17,575 19,596 22,025
Netincome 1,891 2,576 3,137 4,047 5,206 Cash 669 574 645 2,108 6,173
Adj. income 1,891 2,576 3,137 4,047 5,206 Current liabilities 7,764 9,543 11,299 12,907 14,769
WANS 4322 4344 435.8 4358 4358 Working capital 7,445 6,782 6,276 6,689 7,255
FDEPS (Rs) 4.4 5.9 7.2 9.3 11.9 Capital deployed 21,223 21,972 21,992 25,059 29,088

FDEPS growth (%) (16.9) 36.2 21.8 29.0 28.6 Contingent liabilities 568 647 - - -
Fig 3 - Cashflow statement (Rs m) Fig 4 - Ratio analysis
Year-end: Mar FY23° FY24 FY25 FY26e FY2le  younong: Mar FY235  FY24  FY25 FY2be  FY27e
PBT (adj. for Ol & interest) 2555 3459 4176 5002 650  pEy 57 632 4 204 314
Non-cash ltems 644 809 957 1059 1166 Ey/EgiTpA (x) 518 387 317 262 205
Oper. prof. before WC 3199 4267 5132 6,151 7,687 EV/ Sales (x) 40 34 29 25 29
-Incr. / (decr. in WC) 1,007 664 506 (414) (566) P/B (x) 10.1 9.0 78 6.8 58
Others inc. taxes (667) (827) (1,002) (1,363) (1,751) RoE (%) 118 142 15.0 16.8 185
Cashflow from operations 3,539 4,104 4,636 4,374 5,369 RoCE (%) - after tax 8.9 119 14.4 15.2 16.8
Capex (tang. + intang.) 1026 1,692 1592 2250 564 Ro|C (%)- after tax 94 129 154 172 221
Free cashflow 2,513 2,412 3,044 2,124 4,805 DPS (RS) 13 15 15 2.0 27
Acquisitions (6,507) : - - " Dividend yield (%) 03 04 04 05 07
- Div. (incl. buyback & taxes) 562 652 654 872 1177 Dividend payout (%)-incl. DDT 297 253 208 215 226
+ Equity raised 1 2 1 - © Netdebt/equity (x) 02 01 (00 (0.1 (02
+ Debt raised 4,078 (1,286) (2,802)  (108) © Receivables (days) 49 45 35 35 35
- Fin Investments 37 625  (181) - © Inventory (days) 68 61 65 62 60
- Misc. items (CFI + CFF) (570)  (53) (301) (318) (437)  payables (days) B M 8 B M
Net change in cashflow 56 (95) 71 1,463 4,065 CFO : PAT % 1871 1593 1478 1081  103.1
Source: Company, Anand Rathi Research _§ - acquisition of Sunflame Source: Company, Anand Rathi Research $ - acquisition of Sunflame
Fig 5 - Price movement Fig 6 - Revenue mix, FY25
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Fig 7 - Financial performance

Quarterly (Rs m) Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 YIY (%) Q/Q (%)
Net sales 11,401 12,148 11,338 11,654 13,428 14,771 12,940 12,687 15,381 14.5 21.2
Gross profit 3,570 3,949 3,828 3,929 4,602 5,363 4,638 4,587 5,463 18.7 19.1
Margin (%) 31.3 32.5 33.8 33.7 34.3 36.3 35.8 36.2 35.5 125 bps (64) bps
EBITDA 987 1,048 925 1,016 1,279 1,558 1,103 1,041 1,431 11.9 374
Margin (%) 8.7 8.6 8.2 8.7 9.5 10.5 8.5 8.2 9.3 (22) bps 109 bps
Depreciation 191 198 198 191 222 217 221 250 268 20.8 6.9
Interest 102 109 93 94 99 86 76 58 26 (74.2) (65.8)
Other income 26 118 142 32 49 69 41 54 45 (8.0 (17.1)
Extraordinary items - - - - - - - - - NA NA
PBT 721 859 775 763 1,006 1,324 846 787 1,182 17.5 50.1
Tax 193 217 198 180 245 334 212 185 271 10.8 46.3
ETR (%) 26.8 25.2 255 23.6 24.3 25.2 25.1 23.5 22.9
Reported PAT 527 642 577 582 762 990 634 602 911 19.6 51.3
Adj. PAT 527 642 577 582 762 990 634 602 911 19.6 51.3
Adj. EPS 1.2 1.5 1.3 1.3 1.8 23 1.5 14 21 19.6 51.3
Source: Company
As % of income Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 bpsyly  bpsqlq
Gross margins 31.3 32.5 338 33.7 34.3 36.3 35.8 36.2 35.5 125 (64)
SG&A 227 239 256 25.0 24.7 258 27.3 279 26.2 147 (173)
EBITDA margins 8.7 8.6 8.2 8.7 giS 10.5 8.5 8.2 gis (22) 109
Depreciation 1.7 1.6 1.7 1.6 1.7 15 1.7 2.0 1.7 9 (23)
Interest 0.9 0.9 0.8 0.8 0.7 0.6 0.6 0.5 0.2 (57) (29)
Other income 0.2 1.0 1.2 0.3 04 0.5 0.3 04 0.3 ™ (14)
Extraordinary items - - - - - - - - - - -
PBT 6.3 71 6.8 6.5 7.5 9.0 6.5 6.2 7.7 19 148
ETR 26.8 252 255 23.6 243 252 25.1 235 229 (139) (60)
Adj. PAT margins 4.6 53 5.1 5.0 5.7 6.7 49 47 5.9 25 118
Source: Company
Particulars (Rs m) Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 YIY (%)  QQ (%)
Net sales
Electronics 2,717 3,637 2,551 2,236 3,228 5131 3,030 2,860 4,075 26.3 425
Electricals 5,253 4,567 4,623 4,727 5814 4877 5,376 4,786 6,661 14.6 39.2
ECD 2,862 3,312 3,547 3,928 3,657 4,176 3,923 4,248 4,092 11.9 (3.7)
Sunflame 569 632 617 763 730 587 611 794 553 (24.2) (30.3)
Sales mix (%)
Electronics 238 29.9 22.5 19.2 24.0 34.7 234 22.5 26.5
Electricals 46.1 37.6 40.8 40.6 433 33.0 415 37.7 433
ECD 25.1 27.3 31.3 33.7 27.2 28.3 30.3 335 26.6
Sunflame 5.0 5.2 54 6.5 54 4.0 47 6.3 3.6
EBIT
Electronics 325 671 378 338 483 1,035 595 562 778 61.0 384
Electricals 478 394 383 521 724 492 4N 429 769 6.2 79.2
ECD (11) 84 9) 201 129 217 160 177 139 7.6 (21.2)
Sunflame 80 65 37 96 73 27 9 22 6 91.7) (72.3)
EBIT margins (%)
Electronics 12.0 184 14.8 15.1 15.0 20.2 19.6 19.6 19.1 411bps  (57) bps
Electricals 9.1 8.6 8.3 11.0 12.5 10.1 9.1 9.0 115  (91)bps 258 bps
ECD (0.4) 25 (0.3) 5.1 35 52 41 42 34  (14)bps  (76)bps
Sunflame 14.1 10.2 6.0 12.6 10.0 47 14 28 1.1 (893)bps  (167) bps

Source: Company
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I Q4 FY25 Concall takeaways

Financial and business outlook

Electronics growth momentum continued into Q4 (from Q3).
However, April’s erratic showers and milder temperatures may impact
cooling product sales.

Gross margin improvements are largely complete.

Other expenses rose, with 1.5% (as a % of sales) increase attributed to
factory overheads. Employee costs increased due to integration of
Sunflame’s manpower.

On the working capital front, only a marginal scope remains for
inventory days’ improvement; debtor optimization is largely complete.

VCPL approved investment of Rs5bn to expand battery capacity at the
Hyderabad plant by 396k units/year (increasing capacity by 110%).

A&P spend stood at 2.6% of sales, down from 3.2% in Q4 FY24.

The company has repaid the entire term loan related to Sunflame’s
acquisition and is now debt-free.

Fig 8 - Revenue and revenue growth chart
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Fig 9 — Margin chart
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Electronics and electricals

Solar rooftop business is doing very well; to be a sizeable portion over
4-5 years.

Battery expansion — the current factory is at full utilisation; battery is
growing in high-double digits. The new plant will stabilise in 2.5 years.
The Rs500m investment is likely to have revenue potential of Rs3bn-
4bn.

Gegadyne investment — put up a pilot plant in 18-24 months; progress
on development expansion is good.

Gegadyne is developing next-generation alternate energy batteries and
will play a key role as the industry shifts technologies. While still in the
R&D phase, it will require investment to scale up capacity for
commercial production once the technology is ready.

Sunflame boasts of 40-45% of organized market share in voltage
stabilizer. It is not worried about entry of other brands.

Anand Rathi Research
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B Y25 wires — 2% volume growth; 8% value growth. Q4 wires — 5%
volume growth; 17% value growth.
B Channel mix excl. wires, switches and pumps; 60-65% channels are
MT; the rest is GT. Wires, switches and pumps — 90-95% from GT.
B Not present in solar pumps, as largely B2G channels.
Fig 10 - Electronics segment chart Fig 11 - Electricals segment chart
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Consumer durables and Sunflame

April’s erratic showers and milder temperatures may impact cooling
product sales.

Sunflame declined due to the high base, industry slowdown and
ongoing challenges in CSD and CPC channels. CSD channel now has
15-16 brands vs. 5-6 eartlier; it is undergoing inventory correction,
which is impacting growth. CSD and CPC together contributed ~35%
of revenue. CSD faces structural issues; growth is likely to remain
impacted. Sunflame’s margins were affected due to high overheads
from the CSD channel.

Sunflame’s GT and alternate channels are growing in line with the
industry. GT + E-commerce contribute ~50% of Sunflame’s sales.
Modern trade (LFR + E-commerce) channel’s revamp is completed. E-
commerce is transitioned from intermediary-led to direct supply.
Growth is expected from GT and e-commerce.

Sunflame—V-Guard’s integration will take more time; rollout of new
products faced some challenges.

NPL launched a mid-market range of BLDC fans.

Vapi kitchen appliances plant is not operating at full capacity.

Anand Rathi Research
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Fig 12 - ECD segment chart Fig 13 — Sunflame chart
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I Outlook, Valuations

Strong electronics growth continued, supported by an uptick in the
electricals portfolio driven by higher copper prices. ECD grew in line with
the industry, while Sunflame remained weak due to ongoing challenges.
Electronics growth is expected to stay strong, led by stabilizers, inverter
batteries, and the solar rooftop segment. The battery business is growing in
double digits, with capex of Rs500m planned for capacity expansion. The
solar rooftop business is scaling up well and is expected to become a
meaningful contributor over the next 4-5 years.

Management expects 14-15% revenue growth, with stable-to-improving
margins. We model 14.2%/30% tevenue/PAT CAGRs over FY25-27,
driving RoCE expansion from 19% to 22.4%. At the CMP, the stock trades
at 40.4x/31.4x FY26e/27¢ EPS. We maintain a Buy rating with a revised
TP of Rs475 (from Rs460), based on 40x FY27¢ EPS.

Fig 14 - Change in estimates
M-n!-n_

Rsm FY25 FY26e FY27e FY26e FY27e FY26 FY27
Net Sales 55,778 63,587 72,759 66,225 77,012 (4.0) (5.5)
EBITDA 5,132 6,151 7,687 6,843 8,463 (10.1) (9.2)
EBITDA Margin (%) 9.2 9.7 10.6 10.3 11.0  (66) bps  (42) bps
PBT 4,139 5,410 6,957 5,915 7,629 (8.5) (8.8)
Adj. PAT 3,137 4,047 5,206 4,424 5,709 (8.5) (8.8)
Adj. EPS 7.2 9.3 119 10.2 131 (8.8) (9.1)

Source: Anand Rathi Research

Key risks
B Continued volatility in copper prices could curb wire sales growth.

B DPersistent demand weakness in the kitchen portfolio could lead to a
downgrade in FY26e earnings.

Fig 15 - P/E band Fig 16 — The stock is trades at -1SD
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information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any third party involved in, or related to computing
or compiling the information have any liability for any damages of any kind.

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com

Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject ARSSBL to any
registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for such
purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with
all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at his own expense,
without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.

Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates

Answers to the Best of the knowledge and belief of ARSSBL/ its Associates/ Research Analyst who is preparing this report

Research analyst or research entity or his associate or his relative has any financial interest in the subject company and the nature of such financial interest. No
ARSSBLI/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company, at the end of No
the month immediately preceding the date of publication of the research report?

ARSSBLI/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company No
ARSSBLI/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research report? No
ARSSBLI/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve months No
ARSSBLI/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in the past twelve No
months

ARSSBLI/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services from No
the subject company in the past twelve months

ARSSBLIits Associates/ Research Analyst/ his Relative have received any compensation for products or services other than inve stment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

ARSSBLI/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in connection No
with the research report

ARSSBLI/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. No
ARSSBLI/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. No

NOTICE TO US INVESTORS:

This research report is the product of Anand Rathi Share and Stock Brokers Limited, which is the employer of the research analyst(s) who has prepared the research report.
The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not associated person(s) of any U.S. regulated broke r-dealer and
therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to
otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances, and trading securities held by a
research analyst account.

Research reports are intended for distribution only to Major U.S. Institutional Investors as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act of 1934 (the
Exchange Act) and interpretations thereof by the U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2). If the recipient of this research report is not
aMajor U.S. Institutional Investor as specified above, then it should not act upon this report and return the same to the se nder. Further, this report may not be copied, duplicated,
and/or transmitted onward to any U.S. person which is not a Major U.S. Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the
Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major U.S. Institutional Investors, Anand Rathi Share and Stock Brokers Limited
has entered into a Strategic Partnership and chaperoning agreement with a U.S. registered broker-dealer: Banc Trust Securities USA. Transactions in securities discussed in
this research report should be affected through Banc Trust Securities USA.

1. ARSSBL or its Affiliates may or may not have been beneficial owners of the securities mentioned in this report.
2. ARSSBL or its affiliates may have or not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months.

3. ARSSBL or its affiliates may have or not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not expect
to receive compensation for investment banking services from the issuer of these securities within the next three months.

4. However, one or more of ARSSBL or its Affiliates may, from time to time, have a long or short position in any of the securities mentioned herein and may buy or sell those
securities or options thereon, either on their own account or on behalf of their clients.

5. As of the publication of this report, ARSSBL does not make a market in the subject securities.

6. ARSSBL or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material or the conclusions stated above, or the research or analysis on
which they are based before the material is published to recipients and from time to time, provide investment banking, investment management or other services for or solicit to
seek to obtain investment banking, or other securities business from, any entity referred to in this report.
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under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in whole or
in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this report are
trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.

As of the publication of this report, ARSSBL does not make a market in the subject securities.
Registration granted by SEBI, Enlistment as RA and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
Additional information on recommended securities/instruments is available on request.
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