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Strong free cash flow generation, impressive return ratios and ample cash on its
books makes us bullish on Whirlpool; Recommend Buy with a target price of Rs 1976

Rating: Buy

(NR-Not Rated)

Stock Info
INDEX
BSE 500238
NSE WHIRLPOOL
Bloomberg WHIRL IN
Reuters WHIR.BO
Sector Consumer Durable
Face Value (Rs) 10
Equity Capital (Rs Mn) 1269
Market Cap (Rs Mn) 209,258
52w H/L (Rs) 1859 /1263
Avg Weekly Vol (BSE+NSE) 912,740
Shareholding Pattern %
(As on June, 2019)
Promoters 75.0
Public & Others 25.0
Source: NSE, Arihant Research
Stock Performance (%) 3m 6m 12m
WHIRLPOOL 79 6.8 -1.0
SENSEX -86 0.6 -3.6

Source: ACE Equity, Arihant Research
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CMP: Rs 1649
Target: Rs 1976

Whirlpool (WIL) has shown strong growth traction in last 3-years, with
steady revenue growth, sustainable EBITDA margins and improving
bottomline. We like Whirlpool due to its impressive return ratios, robust
free cash flow, negative working capital cycle and ample cash in its books.
With the Home Appliances industry expected to post a healthy CAGR of
13%-15% over the next 5-years, a strong franchisee like Whirlpool will be a
key beneficiary and will outperform the industry growth. We recommend a
Buy on Whirlpool with a target price of Rs 1976 per share.

Investment Rationale

Whirlpool to surpass industry growth over next 5-years

The Home Appliances Industry is set to grow at a CAGR of 13-15% over
next 5-years, on the back of low home penetration, growing disposable
income of the masses and rising consumer durable finance. With strong
brand name, Whirlpool will surpass industry growth and we expect WIL to
clock a revenue CAGR of 16.9% over FY19-21E, while PAT will grow at a
CAGR of 22.4% over the same period.

EBITDA margin to sustain at 12-13% level with gross margin at 38%
Over the last few years WIL has been able to maintain its EBITDA margin
around 12-13% level and reported its highest ever quarterly gross margin
at 37.5% in Q1FY20. With better control on input costs, premium product
portfolio and benefits of price hikes, we expect WIL's gross margin and
EBITDA margin to sustain around 38% and 12.5% levels respectively.

Strong FCF, ample cash on books & healthy return ratios make us bullish
For last 5-years WIL is operating at an ex-cash negative working capital
cycle, which has enabled the company to generate strong free cash flow
(FCF). With ample cash on its books (Rs 10,610 mn at FY19 end) and
healthy return ratios (ROCE >28%), WIL has all the ingredients to make us
bullish on the stock.

Valuations

At CMP of Rs 1649 Whirlpool is trading at a P/E of 41.6x and 34.1x its FY20E
and FY21E earnings respectively. Though the valuation looks expensive,
however with its strong brand name, impressive return ratios and free cash
flow generation, the premium valuation is likely to sustain. We have valued
the stock at a target P/E of 40x its FY21E earnings, which yields a target price
of Rs 1976 per share, giving an upside potential of 19.8%. We recommend a
BUY on Whirlpool from longer term perspective.

Financial Performance

(Y:s“l/\lllar:)Ch NetSales  EBITDA PAT  EPS (Rs) M:?;LD; RoE (%) P/E (x)
FY18 48319 5600 3507 27.6 116 20.0 59.7
FY19 53976 6422 4097 323 11.9 211 51.0
FY20E 63250 7780 5060 39.9 123 215 413
FY21E 73750 9219 6269 49.4 125 223 33.4

Source: Comoanv. Arihant Research
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Techno — Funda Stock
Stock with Price Momentum and Growth

Technical Chart
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Technical Outlook:

The stock after a nine week consolidation has seen good buying which clearly suggests that the stock is
showing good accumulation pattern. Further, the volumes bar also shows some institutional buying interest in
this stock. We are of the opinion that stock is likely to test 1800 — 1954 (the all-time high) or even extent its
gains up to 2100 — 2200 levels in 12 to 15months.
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Stock Rating Scale Absolute Return

BUY >20%

ACCUMULATE 12% to 20%

HOLD 5% to 12%

NEUTRAL -5% to 5%

REDUCE -5% to -12%

SELL <-12%
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Disclaimer:This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation
for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly
available information, internally developed data and other sources believed to be reliable. Whilst meticulous care has been taken to
ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any employee of our
company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This document is prepared for
assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the
entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in related
investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is
based, before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision
taken by the reader of this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different
conclusion from the information presented in this report. No matter contained in this document may be reproduced or copied without
the consent of the firm.

Arihant Capital Markets Ltd.
1011, Solitaire Corporate park, Building No. 10, 1st Floor,
Andheri Ghatkopar Link Road Chakala, Andheri (E)
Tel. 022-42254800 Fax. 022-42254880

Arihant Capital Markets Ltd September 6, 2019 3 of 3


http://www.arihantcapital.com/
mailto:mutualfund@arihantcapital.com
mailto:research@arihantcapital.com

	Arihant Capital Markets Ltd.
	1011, Solitaire Corporate park, Building No. 10, 1st Floor,

