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Dry Cells

We met the management of Eveready Industries to understand the company's strategy going forward. Despite having
good brands like "Eveready" & "Powercell", the company has been struggling to achieve desired level of growth. Eveready
primarily deals in batteries, flashlights & lighting products with batteries contributing to ~60% of the revenue. Recently it
has launched a portable mobile charger. Excerpts of our discussion are as follows-

Revamping the distribution channel

Despite having a strong brand recall Eveready is struggling to
achieve desired level of growth. According to the management
this has been primarily because of gaps in the distribution
channel. The company is revamping its distribution channel &
has also started parallel distribution for the lighting & the newly
launched portable charger product. Parallel distribution means
that these products will have separate distribution outlets in
addition to the existing battery & flashlight outlets.

New products on the anvil

Eveready had recently launched 4 variants of portable chargers
used for powering mobile, tablets & gaming devices among others
ranging between INR 1200- 3200. The company has plans to launch
products such as Wall Mounted Light Fittings, Rechargeable fan
with embedded light, Radio & Luminous products. The focus going
ahead is on the rechargeable products. Considering the severe
power-cut situation in the country, Eveready's rechargeable
products may see a good traction.

Revenue from New products to aid profits going ahead

The per unit realization from the current product portfolio is low.
Consumer resistance is also witnessed for price increases because
of easy availability of substitutes. The newly launched portable
charger is ranged between INR 1200-3200 & margins are also
higher compared to the current product portfolio because of good
demand, absence of competition from the organized/ branded

segment. Going ahead, major product launches are value added
products which will aid margins. The management is targeting
revenue of INR ~5 bn in 3 years from these products.

Focus on Debt Reduction

The standalone debt & interest cost of Eveready is “INR 2.76 bn &
~INR 0.36 bn respectively at the end of FY12. With improvement in
EBITDA & cash flows the company aims to repay ~INR 0.4 bn & INR
~0.6 bn through cash profits in FY13 & FY14 respectively. It aims
to reduce its debt & interest cost to ~INR 1.5 bn & INR 0.2 bn
respectively in 2-3 yrs. The company also owns ~35 acres of
disposable land (at Hyderabad & NCR) which it is willing to sell
after the recovery in the property prices.

Outlook & Valuation

Currently Batteries & Flashlights contribute 80% of the total
revenue of Eveready. Digitization & consequent use of 2 remotes
should increase its AAA battery sales. Going forward, with
improvement in distribution channel, sales from other divisions
should also pick up. Our outlook on smart phones & tablets is
robust & hence we believe that demand for the portable charger
should go up. The company is targeting revenue of INR 15 bn in
FY16, CAGR of 11% from FY13E to FY16E. Though the company has
INR ~2.76 bn of debt but there is also a cushion from ~35 acres of
disposable land. Currently the stock is trading at a P/E of 18x its
FY13E EPS of INR 1.
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Income Statement Balance Sheet

Y/E March (INR mn) FY09 FY10 FY11 FY12 Y/E March (INR mn) FY09 FY10 FY11 FY12
Net Sales 8636 9671 9514 9803 Share Capital 390 363 363 363
% Growth 1.94% 11.98% -1.62% 3.03% Reserves and Surplus 5156 6309 6489 5524
Cost of Goods Sold 5485 5903 6005 6424 Total Networth 5545 6672 6853 5888
Employee Cost 758 795 880 908 Secured 2678 2505 2345 2602
Other Optg. Exps. 1595 1894 1685 2733 Unsecured 212 343 279 162
Total Optg. Exps. 7838 8591 8570 10066 Total Debt 2890 2847 2624 2765
EBIDTA (excl Ol) 799 1080 944 (263) Deferred Tax Liability 172 155 140 147
% Growth 27.30% 35.26% -12.61% -127.87% Other Liabilities 0 0 94 98
in O 0, 0 ) - 0
EBITDA Margin % 9.25% 11.17% 9.92% 2.68% Sources of Funds 7920 9241 9453 8823
Dep./Amortization 249 241 245 242
EBIT 549 839 699 (505)
Net Block 8041 7918 7767 7847
EBIT Margin % 6.36% 8.68% 7.34% -5.15%
CWIP 117 130 137 111
Interest Expense 422 363 334 361
Investments 0 411 411 1
Other Income 51 1163 96 75
EBT 179 1639 261 (790) Current A.sse.t.s . 2758 3176 2663 2821
Tax Expenses (15) 217 67 3 Current Liabilities 3026 2439 2096 2284
PAT 194 1422 394 (799) Net Current Assets -268 737 567 537
Adjustment to PAT 0 866 7 (741) Misc. Expenditure 30 0 0 0
APAT 194 557 386 (58) Deferred Tax Assets 0 46 55 54
% Growth -197.44% 186.86% -30.58% -114.91% Other Assets 0 0 517 273
APAT Margin % 2.25%  5.75% 4.06% -0.59% Application of Funds 7920 9241 9453 8823
Key Ratios Cash Flow
Y/E March FY09 FY10 FY11 FY12 Y/E March (INR mn) FY09 FY10 FY11 FY12
Per Share Data (INR) EBT 179 1639 461 (790)
Reported EPS 2.67 19.57 5.42  (10.99) :
Adj. EPS 267 1957 5.42  (10.99) Less: Other Income/Exceptionals  (51) (1163) (96) (75)
Growth (%) -200.38% 632.96% -72.30% -302.77% Add:Depreciation 249 241 245 242
CEPS 6.10 22.89 8.79 (7.66) dd i
DPS 0.00 0.50 0.50 0.00 Add: Interest pai 422 363 334 361
BVPS 66.48  85.83 90.75 79.98 Direct taxes paid (21) (279) (92) 0
Return Ratios (%) Ch in Working Capital 579 1041 159 6
ROACE 734 11.41  8.64  0.00 ange In Working tapita (1041) ()
RoANW 4.07 10.03 6.14 0.00 Cash Flow from operations (a) 1459 2085 1203 (118)
R_OIC_ - - 7.93  20.64 7.38 (4.82) Change in Fixed Assets (68) 421 (68) (14)
Liquidity Ratios
Net Debt/Equity 0.50 0.41 0.37 0.46 Change in CWIP (22) (12) 7) 26
Interest CO\{erage Ratio 1.42 2.64 2.38 0.88 Change in Investments 15 (411) 0 411
Current Ratio 0.77 0.82 0.80 0.68
Quick Ratio 0.34 0.47 0.36 0.30 Cash Flow from Investing (b) (75) (3) (76) 423
Efficiency Ratios Change in Equity 0 0 0 0
Asset Turnover Ratio 0.96 1.08 1.02 1.12
Inventory Days 68.16 72.94 69.05  75.29 Debt Raised/(Repaid) (1127) (43) (223) 140
Debtor Days 14.64 13.27 15.36 15.33 Dividend paid 0 (36) (36) 0
Creditor Days 49.49 44.08 45.39 50.88
Valuation Ratios Interest paid (422) (363) (334) (361)
P/E (x) 6.67 3.03 9.18  (2.05) Cash Flow from Financing (c)  (1549) (442) (593) (221)
P/BV (x) 0.27 0.69 0.55 0.28 :
P/CEPS (x) 2.92 2,59 566 (2.94) Net Change in Cash (a+b+c) (165) 1641 534 84
Dividend Yield (%) 0.00 0.84 1.00 0.00 Opening Cash 330 123 86 75
EV/Net Sales (x) 0.47 0.73 0.65 0.45
Closing Cash 123 86 75 40

EV/EBIDTA (x) 4.78 3.15 5.93  (23.25)
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such. SPA 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
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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.
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in this report. SPA has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report.
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