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WHIRLPOOL CMP:RS 1364  TRGT:RS 1600 TIME HORIZON: 1 YEAR

Whirlpool of India is offering renewed buying opportunity. Company is manufacturing refrigerators,
washing machines, air-conditioners, deep freezers, coffee grinders, Microwave Ovens etc., having
market cap of Rs. 17,300 cr with annual turnover of Rs. 5,000 cr. Company has posted strong
H1FY19 earnings with PAT growth of over 18% at Rs. 242 cr and seasonally stronger Q3/Q4 results
are on the anvil, which are seen to be stronger given festive demand and reduction in GST rates from
28% to 18% on refrigerators and washing machines and strong visibility for multiyear steady growth
rate. In FY18, 57% of sales came from Refrigerators, 21% from washing machines, 9% from Air-
conditioners, while the remaining 13% came from microwave ovens, built-in kitchen appliances, water
purifiers as well as spares and service. Going ahead, company already having strong presence in
mass premium segment, it is planning to gain market share in mass & premium segment and has
recently launched new products in semi-automatic washing machine, larger size washing machine
(7.5kg to 8.5kg), premium refrigerator (4 doors) and loT-enabled air-conditioner as well as forayed
into dish-washer category. Company is aiming to launch a new product/variant every two months to
refresh and strengthen its product portfolio. Whirlpool is likely to outpace the home appliance
industry's growth, given its wide distribution reach and continued expansion, plugging of portfolio gap
(front-load washing machine, high-end refrigerator) and scaling up of other product categories.
Compared to developed nations, India's consumer durables market offers immense growth potential,
given low penetration. In refrigerators segment, the penetration is only 21% in India, a fourth of the
global penetration of about 85%, while penetration of washing machines is still under 10%.
Penetration of air-conditioners is also minuscule, at just above 3%. Company has also announced a
strategic JV with Elica and acquired 49 percent equity in Elica PB India, which will manufacture and
distribute cooking and built-in appliances under the Whirlpool brand. Elica India is manufacturing and
trading of kitchen equipment such as hobs, kitchen hoods, ovens and dishwashers. Whirlpool has a
strong brand recall in the Indian consumer goods industry and we find that stock trading at EV/Sales
of 3.3x and PE of 39, is likely to provide much needed stability to the portfolio with surety on
earnings growth and high RoE of 24%. Share ruling at Rs. 1,364 can move to Rs. 1,600 in 1 year.

Buy as an investor only.
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