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Stove Kraft = BUY

Investment Thesis

o Stove Kraft Ltd. (Stovekraft) has established itself as a leader in the kitchen
appliance segment with significant growth in revenue share across non-
stick cookware, pressure cookers, and small appliances like induction
cooktops product range. Its brand, Pigeon, dominates the ‘value for
money’ segment, capturing market share from unorganized players. Its
recent entries into electric kettles, induction cooktops and air fryers have
quickly catapulted it to market leadership, particularly in e-commerce
platforms, reinforcing its growth pofential and innovative edge. Strong
backward integration info component manufacturing, such as injection
molding and PCB production, Stovekraft has significantly improved its gross
margin fo ~38.0% in Q2FY25. The fransition to higher in-house production
(92% from 70% of revenue in FY21) reduces reliance on external vendors,
enhances quality confrol and ensures cost efficiency. This positions
Stovekraft as a dominant player with a competitive edge in India's
formalizing kitchen appliance market.

o Stovekraft has adopted a '3-Phase’ approach, viz., import, assemble and
localize, to ensure prudent investment in product innovation. This phased
strategy allows Stovekraft to assess market acceptance before scaling up,
ensuring efficient resource allocation. Its consistent launch of affordable
and customer-centric products like air fryers and electric pressure cookers
aligns with its ‘value for money’ positioning, fostering higher customer
loyalty and sales.

o Stovekraft is continuously expanding its distribution network to drive future
growth. In had added 22 exclusive stores in Q2FY25 taking total counts to
213 from 191 exclusive stores in Q1FY25. Stovekraft plans to add 25-30 stores
every quarters along with its dominance on e-commerce platforms and a
robust general frade network. This multi-channel approach enhances its
market penetration, particularly in North and East India. Its ‘value for
money’ product positioning aligns well with mass-market demand,
enabling faster scaling and higher brand visibility.

Financials

o Stovekraft's revenue & PAT grew by CAGR of 16.3% and 78.2%, respectively
during FY19-24 led by new and innovative product launch and capacity
addition taken by Stovekraft during the last 5 years.

Consol. (Rs.Mn) FY22 FY23 FY24 FY25E FY26E
Revenue 11,364 12,839 13,643 15,144 16,961
EBITDA 958 1,036 1,242 1,391 1,585
EBITDA Margin (%) 8.4% 8.1% 9.1% 9.2% 9.3%
PAT 562 358 341 382 436
EPS (Rs.) 17.0 10.8 10.3 11.6 13.2
P/E (x) 46.7 73.5 77.0 68.7 60.3
RoE (%) 15.5% 8.9% 7.8% 8.0% 8.3%
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Market Cap (Rs. Mn) 26,395
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Shares O/S (in Mn) 33.1
Avg. Volume (3 month) 1,34,000
52-Week Range (Rs.) 968.00 / 410.00

Shareholding Pattern
Promoters 55.88%
Flls 1.53%
Institutions 5.48%
Others (incl. body corporate) 37.11%

Key Ratios ‘
Div Yield 0.3%
TTM PE 76.4x
ROE 7.8%
TTM EPS (Rs.) 10.39/-
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Performance (%) M 6M 1Yr
ABSOLUTE -4.0% 63.6% 67.2%
NIFTY 500 -0.6% 5.3% 26.9%
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o Stovekraft has reported 10.2% YoY growth in revenue to Rs.4,183mn in
Q2FY25 5.5% volume growth in Kifchen & Home Appliances. Small
Appliance and Induction Cooktops has demonstrated betfter than
expected volume growth of 20.6% and 16.3% YoY, respectively in Q2FY25.

o Stovekraft’'s EBITDA improved by 20.7% YoY to Rs.490mn in Q2FY25, as a
result, EBITDA margin also improved by 120bps YoY led by cost optimization
and increased in-house manufacturing. Gross margin also improved by
288bps YoY to 38.2% in Q2FY25.

e During the quarter, Stovekraft has added 22 exclusive pigeon retail stores
(12 of them are on COFO model & 2 of them are on FOFO model) taking
total count to 213.

Key Business Highlights

o Stovekraft has been a pioneer in providing innovative kitfchen and home
solutions, with Pigeon as its flagship brand. Stovekraft now offers a range of
products, including cookware, cooktops, kitchen solutions, small
appliances, stoves, sinks, and LEDs.

o Stovekraft offer wide range of products under three brands name, Pigeon
(value), Gilma (semi-premium) brands and acts as an exclusive partner for
kitchen appliances of the BLACK + DECKER (premium) brand.

o Stovekraft distribution network comprises of a dealer network, e-commerce
and exclusive outlets. Stovekraft has 1,28,842 retfail fouch points and 213
exclusive retail outlets spread across 28 states and 6 union fterritories in
India. It exports its Pigeon products fo 14 countries.

e Stovekraft has two manufacturing plants in Bangalore with an aggregate
production capacity of 220.9mn units per annum and Baddi (Himachal
Pradesh) with an installed capacity of 3 Mn units per annum.

Valuation

Stovekraft exports its Pigeon brand to 14 countries, currently generating ~10-
12% of revenue from export business. With Walmart among its key clients, the
company aims to increase this to 25% in the medium term. Stovekraft is
planning to expand into the UK market alongside existing US operations to
diversify its income streams and leveraging global market growth. Stovekraft
is also developing new products aligned with global trends to enhance this
segment.

Stovekraft’'s management is opfimistic about maintaining a strong market
position in the Kitchen and Home Appliances segment, supported by a
diverse product range amidst geopolitical challenges with China. It has
outlined the strategy fo infroduce new products and categories to attracting
younger customers. Stovekraft has also planned fo increase investment in
marketing and enhancing brand visibility, particularly for the Pigeon brand to
drive growth. Management has guided for volume growth of 14-15% for FY25
and improve its EBITDA margins to 11-14% over the medium term, driven by
operating leverage and increased in-house manufacturing.

With a leader in the kitchen appliance segment, having product range in
non-stick cookware, pressure cookers, and small appliances like induction
cooktops, adopted a '3-Phase’ approach, continuously expanding ifs
distribution network to drive future growth and expansion in export market,
we are assigning BUY ratfing to Stove Kraft Ltd. (Stovekraft) and value af 72.0x
FY26E EPS of Rs.13.20 to arrive at target price of Rs.250.00, an upside of
~19.0%+.

Risk & Concern

« Stovekraft being a value player always face competition from unorganized
players, any failure to counter this competition may impact future growth.

« Slower than expected rural demand recovery as well as any recessionary
pressure in key export market may impact Stovekraft negatively.

o Any sharp increases in commodity prices could put pressure on the
Stovekraft's margins as being a value player, it is difficult for company to
pass on raw material prices to the end customer.
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Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: Revenue Brake-up (Q2FY25)
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Figure 4: Monthly Store and Store Sales

768 745

590
442 430467

o JEPASe o] ™ ™ ™ ™ ™ ™ ' ™ ™
RS  S  S
o) eo OQI N QQI N ?Q @’b N v)) %Q

mmmm Store Count === Monthly Sales (Rs. Lacs)




Name Designation Dl sgned by JANAN AL
Jainam Doshi Research Analyst JAINAM DN: cn=JAINAM BIMAL DOSHI c=IN

o=Personal ou=Personal

B I MAL DOS H I Reason: | am the author of this document

Location:
Date: 2024-11-29 15:03+05:30

Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject
to companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and
objectivity in making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have
any financial interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the
subject company mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do
not have any material conflict of interest at the time of publication of the Report. The Analysts engaged in preparation of this
Report:- (a) have not received any compensation from the subject company in the past twelve months; (b) have not managed or
co-managed public offering of securities for the subject company in the past twelve months; (c)have not received any
compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve
months; (d) have not received any compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company in the past twelve months; (e) has not received any compensation or other benefits
from the subject company or third party in connection with the Report; (f) has not served as an officer, director or employee of the
subject company; (g) is not engaged in market making activity for the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666
and research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is
not for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a
professional investment guide for the readers. Reasonable care has been taken to ensure that information given at the time
believed to be fair and correct and opinions based thereupon are reasonable, due to the nature of research it cannot be
warranted or represented that it is accurate or complete and it should not be relied upon as such. If this report is inadvertently send
or has reached to any individual, same may be ignored and brought to the aftention of the sender. Preparation of this research
report does not constitute a personal recommendation or take info account the particular investment objectives, financial
sifuations, or needs of individual clients. Past performance is not a guide for future performance. This Report has been prepared on
the basis of publicly available information, internally developed data and other sources believed by Bonanza portfolio Ltd to be
reliable. This report should not be taken as the only base for any market fransaction; however this data is representation of one of
the support document among other market risk criterion. The market participant can have an idea of risk involved fo use this
information as the only source for any market related activity. The distribution of this report in definite jurisdictions may be restricted
by law, and persons in whose custody this report comes, should observe, any such restrictions. The revelation of interest statements
infegrated in this analysis are provided exclusively to improve & enhance the fransparency and should not be freated as
endorsement of the views expressed in the analysis. The price and value of the investments referred to in this report and the income
from them may go down as well as up. Bonanza portfolio Ltd or its directors, employees, affiliates or representatives do not assume
any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such information / opinions / views. While
due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors,
employees, dffiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ between M/s.
Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in time horizons for
which recommendations are made. Research entity has not been engaged in market making activity for the subject company.
Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not received
any compensation/benefits from the Subject Company or third party in connection with the research report.

M/s. Bonanza Portfolio Ltd at Bonanza House, Plot No. M-2, Cama Industrial Estate. Walbhat Road, Goregaon (E), Mumbai — 400063
Web site: https://www.bonanzaonline.com

Research Analyst Regn No. INH100001666
SEBI Regn. No.: INZ000212137
BSE /NSE/MCX : | CASH | DERIVATIVE | CURRENCY DERIVATIVE | COMMODITY SEGMENT |
| CDSL: | 120 33500 | NSDL: | IN 301477 | | PMS: INP 000000985 | AMFI: ARN -0186


https://www.bonanzaonline.com/

		2024-11-29T15:03:58+0530
	JAINAM BIMAL DOSHI
	I am the author of this document




