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Cautionary statement

This report and other statements - written and oral - that we
periodically make, contain forward-looking statements that
set out anticipated results based on the management’s plans
and assumptions. We have tried wherever possible to identify
such statements by using words such as ‘anticipates’,
‘estimates’, ‘expects’, ‘projects’, ‘intends’, ‘plans’, ‘believes’,
and words of similar substance in connection with any
discussion of future performance.

Since these statements reflect our beliefs and assumptions
that are based on ground realities, we expect the outcomes
to be close to the projections.

However, it is impossible for any person or organization to
guarantee that forward-looking statements such as these
will be realised. The achievement of results is subject to
risks, uncertainties and even inaccurate assumptions.
Should known or unknown risks or uncertainties materialise,
or should underlying assumptions prove inaccurate, actual
results could vary materially from those anticipated,
estimated, projected or even estimated. Readers should
bear this in mind. We undertake no obligation to publicly
update any forward-looking statements, whether as a result
of new information, future events or otherwise.



The storm.

One of the most
unpredictable, vicious
and devastating.

The eye.

Cool. Collected. Calm.
Calculating. Seeing
opportunities where most
see challenges.



Thisis
Symphony
Limited.

One of the
world’s most
exciting
air-cooling
solution
companies.

Across
domestic,
commercial
and industrial
applications.
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Background

It has been three decades since Symphony
entered the air cooler industry. Promoted
in 1988 as a small private company,
headquartered in Ahmedabad, The Company
quickly emerged as an industry leader and
trend setter for air-coolers, recognised

for innovative and differentiated products
within India. With the acquisition of leading
air-cooler companies in four countries and
a marketing presence in over 60 countries,
Symphony has since gone on to become

a global leader in providing air cooling
solutions.

Symphony offers a range of commercial,
industrial and residential air-coolers that
addresses every cooling need in the most
convenient, portable and cost-effective
manner.

Leadership

Symphony is driven by about 700 active and
motivated individuals, employed across five
countries, who are guided by a management
team of competent professionals led by its
Founder, Chairman and Managing Director
Achal Bakeri. Symphony’s team members
possess global competencies in various fields
including engineering, product innovation,
technology management, finance, marketing
and branding.

Sustainability

Symphony’s relentless commitment to energy
conservation places it at the forefront of
global environmental stewardship. The R&D
team works inexorably with design engineers,
air cooling technologists and consumers the
world over to develop energy-efficient carbon
footprint-reducing products.



Brand

Symphony innovates to deliver breakthrough
air-cooling solutions - focusing on design
innovation to evolve air-coolers for aspirational
users and enterprise needs across the world.

Symphony is a respected global brand
responding with speed to market dynamics
through superior styling, technologies and
features. Symphony products have been
endorsed by industrial giants like General
Electric (US), Lear Corporation (US] and
Walmart (US), and also a presence in
respected supermarkets like Sears, Metro,
Carrefour, Lowe's, Home Depot, Walmart,
Sam's Club, Bauhaus, Amazon and many
others.

Global presence

Symphony products are marketed in more
than 60 countries, making it arguably the
most widely available air cooling brand in the
world. The countries, in which Symphony’s
products are marketed, include USA, UK,
UAE, Ireland, Mexico, Brazil, Saudi Arabia,
Spain, Australia and many African and
South-East Asian countries.

Our mission drives us to give all we can to all
our stakeholders.

® Design, quality and service - Always the
foremost

® Innovation and improvement - Always the
endeavour

® Customer comfort - Always the inspiration

The Company’s equity shares are listed on

the National Stock Exchange (NSE) and the
Bombay Stock Exchange [BSE]. The Company
enjoyed a market capitalisation of 9682 Crores
as on March 31, 2019.

The Company
enjoyed

a market
capitalisation
of

¥9682 Crores
as on March
31, 2019.
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Symphony.
The world’s
#1 air-cooling
company.

Symphony.
Manufacturing
facilities in
five countries.
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The Company comprises the following global
subsidiaries:

Mexico

Symphony acquired IMPCO in 2009,
facilitating a ready-made market access to
North America, and forayed into industrial
cooling space in which the Company was
previously absent.

China

Symphony acquired Keruilai Air Coolers
(GSK) in 2016, a company that had in the

past helped frame China’s air cooling quality
standards and had been awarded 50+ patents
for industrial coolers.

Australia

Symphony completed the acquisition of
Climate Technologies (CT] in 2018, the leader
of the Australian air cooling market owning
multi- decade brands like Bonaire and Celair,
and experience in the manufacturing of air
coolers and also premium five star ducted
gas heaters.

USA

Bonaire USA (BUSAJ, a subsidiary of Climate
Technologies is now a step-down subsidiary
of Symphony. BUSA produces air coolers
and sells to Home Depot, and to Lowe's and
Amazon going forward.




® Symphony was awarded the Guinness
World Record for creating the largest
functioning air cooler in 2000.

® Symphony won twice consecutively

the Awards for “Excellence in Financial
Reporting” by The Institute of Chartered
Accountants of India for its annual report of
FY2009-10 as well as for FY2010-11.

® Symphony bagged the prestigious

“Best Presented Annual Report Award for
Manufacturing Sector” for its annual report
of FY2011-12,awarded by the South Asian
Federation of Accounts (SAFAJ.

® Symphony received recognition of Star
Export House from the Government of India.

® Symphony’s in-house R&D centre was
accorded the certificate of recognition by
the Ministry of Science and Technology,
Government of India.

® Symphony won the India Design Mark
for the outstanding design of its Diet22i air
cooler in 2013.

® Symphony won the coveted Quality Mark
Award in 2014 in the Home Appliances
category, edging past all the major players in
the segment.

® Symphony bagged the ‘Best Innovative
Company Award" in 2015.

® Symphony won awards for Overall and Best
SME - Manufacturing in 2015.

75

Promoters’ holding,
March 31, 2019 (%)

15.29

Institutional holding,
March 31, 2019 (%)

9682

Market capitalisation,
March 31, 2019 [ Crores)

439

Team size, March 31, 2019
(standalone)
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Eye of the The calm centre of
storm. the storm. Because
Generally  the surface winds that
. converge towards the
_centre never actually
- reach it. The coriolis

force deflects the
wind slightly away

- from the centre. So
_ironically, even as the

_ storm devastates the
- periphery with wind

- and rain, it leaves the
centre intact.
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In FY2018-19, the
air-coolers sector :
de-grew. A number of |

manufacturers reported :
lower numbers. At
Symphony, we did not
escape the impact
leven as we de-grew
considerably lower than
the industry average). :

However, we deepened
our research, branding,
sales promotion and |
dealer engagement

to be the first off the
blocks when consumer !
sentiment revives.

Eye of the

. storm.
- Specifically
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The year
FY2018-19
was possibly
the most
challenging
for the Indian
air-coolers

market in living
memory.
Raising
questions about
the sector,
brands and
players.
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Thereis a
message we
wish to send out
from a sectoral
perspective.

The best is yet
to come.
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[t will get progressively
warmer

The moment
temperatures rise, re-
stocking will emerge

Prices will stabilise

Cooling will continue
to be an irreversible
lifestyle statement

Volume and premium
segment demand will
rebound

The weak players could
bleed; the strong could
emerge stronger
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Symphony.

The eye of
the storm.
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Eagle vision

“At Symphony, we

have been asking this
question ourselves
repeatedly during the
slowdown of FY2018-19:

who would the consumer

trust to deliver a better

product? Each time our
strength has come from
an unbiased answer: the
craftsman, the specialist,
the single-minded
obsessionist.”

Achal Bakeri, Chairman-Managing Director, reviews the Company’s
performance of FY2018-19 and defines the Company’s direction

14 | Symphony Limited



The crash of 2018

The crash of 2018 resulted in Symphony
reporting its first sales de-growth in
nearly two decades.

We believe that the Indian coolers
market de-grew more than us during the
mayhem of 2018. Symphony (standalone)
revenues from operations declined

24% in FY2018-19. Our profit after tax

declined 45%.

However, | am pleased to state that the
Company capitalised on a hot summer,
eyeing an improvement in performance
during the first quarter of FY2019-20,
emphasising the Company's capacity to
ride through periods of sluggishness and
rebound with speed as conditions revive.

An emerging opportunity

We soon realised that a price erosion and
confidence crisis of this nature was not a
disaster, but represented an opportunity.

Most companies in our position would
probably have taken the view that there
was little that could be done since the
situation — weaker consumer sentiment
- was outside our control. We perceived
the situation differently. We worked
closer with our trade channel partners to
help them sell faster without completely
compromising their realisations.

We introduced sales schemes that
moderated the impact of declining
realisations. We worked closely with

our larger dealers (remember Pareto
Principle?) to help them restock and

sell faster. We continued to rationalise
the number of dealers, enhancing the
quality of engagement, confidence and
throughput. We identified new dealers in
relatively under-penetrated geographies.

In the past, Symphony had largely been a
brand driven by a consumer pull. During
this challenging period, the Company
re-invented its identity as one driven

by a combination of consumer pull and
product push. For the first time in our
history, we were no longer waiting for
the consumer to come and ask for our
brands; we were going out to tell them

of the kind of opportunity that awaited
them.

| am pleased to report that the result
of these initiatives was reflected in our
relatively improved performance in the
second, third and fourth quarters of the
year under review.

In the second quarter, the sales and
surplus declines were less pronounced;
revenues from operations declined by
20%, while profit after tax declined 33%
on standalone basis. Both of these were
substantially lower than declines in the
first quarter.

In the third quarter, revenues from
operations declined 27%, while profit
after tax declined 36% on standalone
basis.

In the fourth quarter, revenues from
operations declined 11%, lower than the
decline in the first quarter while profit
after tax excluding exceptional expenses
declined 14% on standalone basis.

What is of much importance is that:
when we ended what was easily the
most challenging year in our existence,
we were far more confident and better
prepared to face the future and address
any challenges that might await us.
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Recovering our balance

That which doesn’t kill me only makes
me stronger.

A ground shifting experience of this
kind could have eroded our confidence
in our ability and sent the wrong
signals for the long-term.

Inspired by Nietzsche, we soon
recovered our balance.

We deepened our engagement with
trade partners; we communicated
more actively; we focused on enabling
the larger dealers to sell faster; we
entered into a collaborative dialogue
on how we could act jointly to help
them to liquidate their inventory
instead of passing it off as their
problem.

We enhanced our focus on the
industrial and commercial cooler
categories, replacing what we
manufactured earlier in Mexico and
China with local manufacture.

We sustained our focus on the
introduction of path-breaking
products and prospective category
leaders at a time when most players
were caught up with addressing the
challenges of the day. Our reasoning
was simple: the first signs of recovery
would send every player scurrying

for new products, but their pipeline
would be empty. We are confident that
when this happens, the advantage of a
robust product pipeline will manifest
itself and excite a wanting-to-buy
consumer into spending on new
models. In line with this conviction, we
continued to build our arsenal during
the downturn and expect to unveil a
range of clutter-cutting residential
coolers for our trade partners after
the summer of 2019. These products
would be ready for commercial launch
in the summer of 2020.

Even as we continued to seek and plug
market gaps, we also did something
more critical: we continued to look
within.

We strengthened our value-
engineering. We mined our

data mountain more keenly. We
strengthened cross- subsidiary
synergies. We reinforced our research
team ('Let's surprise the consumer’).

The result is that Symphony is not only
better equipped to address the shocks
of an unpredictable market; it is also
strongly placed to generate those
shocks for the rest of the players in
the business. Big difference.

Decisive business-building

It would have been usual for most
companies in our place to concentrate
all their attention to fighting fires
across a panicking market.

We used this moment for decisive
business-building (as opposed to only
business- protecting] action.

For years, we had noticed how

16 | Symphony Limited

our customers had adapted our
residential coolers for use in large
marriage halls, restaurants and
open-air spaces.

Initially, we were pleased on the
versatile use of our product, but soon
we began to recognise that we had
missed something.



Take something as common as a
large marriage hall.

Given the formality of the occasion,
guests tended to dress heavier. The
men moved into coats and jackets;
the women draped their heaviest
silks. The result was that when you
had 300 people elbow-to-elbow, the
first thing you tended to reach for was
a handkerchief. Usually the cooling
system did not suffice; most guests
gravitated towards the customised
cooler for a direct draft; the more they
did, the more people reached for their
pockets and purses for something to
mop their brow with.

And that was the basis of our decision
to launch commercial coolers in the
fourth quarter of 2018-19. We believe
that the market potential for this new
category is large - with virtually no
competition. We launched 6 models;

we built on the research coming out
of our company in China; we created
something just right for commercial
applications as against retro-fitting
a residential version that could be
passed off as a commercial cooler;
we believe that this will build on

the market seeded by small-time
importers and eventually replace
them.

And yes, now that we have brought
this category from just being around
(and that too in an informal fashion] to
an officially recognised presence, we
are confident of being able to support
it with appropriate promotions and
focused designs that cater to specific
user needs.

Often demand creates supply. In this
case, we believe that increased supply
will generate additional demand.

Symphony better placed

And lastly, there is a compelling
reason why in this battle of attrition,
we are better placed to prevail.

Virtually every single company
engaged in the manufacture of
air-coolers in India is diversified
across products. Symphony focuses
on a single product. The difference
is best expressed in the analogy

of a doctorate compared with a
matriculate; the competence of a
company with an inch- wide but
mile-deep focus compared with
another possessing a mile-wide but
inch-deep commitment.

At Symphony, we have been asking
this question ourselves repeatedly
during the slowdown of FY2018-19:
who is the consumer likely to trust to
deliver a superior product experience?

Each time our answer has come from
an unbiased whisper: the craftsman,
the specialist, the single-minded
obsessionist.

We believe that after the customer’s
prosperity to chase the fleeting
arbitrage has subsided and the
customer starts seeking something
considerably better than the prevailing
average, something that is positioned
to enhance ownership pride and
something likely to endure, the
specialist will carve out a larger mind
space - and possibly even restore
sales growth.

With warmth (ironically),

Achal Bakeri
Managing Director
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Objective: Preparedness
Deepen our g
evaporative

air cooling

technology focus

o Preparedness
Objective:

Plugging
organisational
gaps

Symphony 3.0 and
how we are prepared

RULCUTINRY  Preparedness
Deeper brand
investments;
movement to
push-pull

Objective:
Need for
wider and
deeper
distribution
networks

Preparedness
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Preparedness

Objective:
Stronger
trade partner
relationships

Objective: Preparedness

Need to
enhance trade
excitement

Preparedness

Objective:
Grow global
subsidiaries

RLESUEIRY Preparedness
Need to
leverage

Balance Sheet
strengths

Objective: Preparedness
Need to invest
in cutting-edge
technologies
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Symphony. 2
Thestrengths ~H5()
% of FY2018-19 revenues derived from products
that m9St l;ur:c'::ad i1nt:1e previous tireeyzgrs i
people miss

50

Symphony market
share (%), FY2018-19

50+ 3

Number of models on Number of categories
offer, FY2018-19 of presence, FY2018-19

~1,000

Touch points, more
than twice the size of
the nearest brand



~1,000

Exclusive distributors

208

% Crores, investment in
brand building in the ten
years ending FY2018-19

21

Revenue (3] from
every rupee of brand
spending, FY2018-19

188

% Crores, consolidated
net debt, FY2018-19

481

% Crores, cash in hand
(March 31, 2019)

.................... eys

97

X Crores, investment in
brand building in the three
years ending FY2018-19

23

Revenue (3] from
every rupee of brand
spending, FY2017-18

0.28

Net debt-equity
ratio (consolidated),
FY2018-19
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The overarching
message:

Symphony 3.0 is
alive and well

22 | Symphony Limited



A few years ago, we had recognised that the nature of our presence in
India’s air-cooler market would need to evolve.

As the relative cost of an air-
cooler declined, compared
to competing product
categories, and disposable
incomes increased, the
market for air-coolers was
expected to widen.

Should this now happen,
what worked in the past
might not necessarily work in
the future. We need to adapt
to changes and modify the
way we have done business.
In short, we had reached the

next stage in our evolution
as the industry trendsetter.
In Symphony 2.0, we had
generated attractive value;

in Symphony 3.0, we believed
that a combination of volume
and value would work more
effectively.

The ‘'volume cum value’
approach merits an
explanation. In the past,
we had successfully
demonstrated an unusual
approach where premium

pricing and positioning had
translated into enhanced
offtake. In the future, when
competition increases and
every participant in the
market is likely to reduce
prices to capture market
share, we will need to play a
different game.

It is precisely this recognition
that translated into the
institutionalisation of
Symphony 3.0.

So what resides at the core of Symphony 3.0?

In the past, ‘cooler’
connoted mainly residential
applications. Going

ahead, we believe that

an application-agnostic
approach will work better.
Consequently, we decided
to deepen our evaporative
air cooling focus around
multiple applications,
formats and models,
reinforcing our ‘leadership’
positioning in a space
marked by comparative new
comers.

As an effective and
differentiated trickle-down,
we are doing two things.

One, widening our brand
from residential to industrial
and commercial applications
across a widening global
footprint, so that whenever
anyone thinks of “cooling’,
he would think only of
Symphony, evolving us from
just a brand into a generic
name. The focus will lie in
proactively building markets
(in more senses than one) at
a time when people are still
questioning ‘Why?" and not
when our stakeholders are
demanding ‘Why not?’

Two, we intend doing what
we have always done: by

the time the consumer
gets adjusted to a previous
clutter-cutting product,

we reinvent the product to
introduce a new generation
of coolers comprising
technology-led applications,
addressing the vast demand
we expect will come out of
increased incomes and the
unprecedented growth out
of the affordable housing
segment.

To use our favourite motto,
Symphony 3.0 in a nutshell
is: Address the lateral in the
linear and the linear in the
lateral.
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The second
Symphony 3.0

message: Global,
global and more
global

It would have been one thing to consider
India as our world and focus on carving
a progressively larger slice and then,

as an after-think, export the surplus
manufactured to neighbouring countries
passed off as ‘global.’

24| Symphony Limited



It would have been another
to consider the world as our
market and select to focus
on India not only for reasons
of terrain familiarity, but also
for the sheer extent of air-
cooler under-penetration

at a time when the country
earned more and aspired
for a larger number of next-
generation products.

At Symphony, we were the
first kind of company for a
number of years - happily.

During this long
apprenticeship of working in
one of the most challenging
global markets, we
understood the true meaning
of "unity in diversity.” The
diversity in our markets
range from substantial
market segments that
demand the most premium
air-cooler to those where

a growing share of the
population has just acquired
our most basic model,
starting them on their
cooling products journey.

At Symphony, we believe
that this represents a

rich understanding of

how increased incomes
play out in demand, how
demographics translate
into aspirations, how
changes in family structures
extend to a need for

wider cooling options,

how the proliferation of
technology democratisation
(smartphones!) has created
a growing preference for
next-generation gizmo-
like air-coolers and how a
new product line plays a
larger inducement for trade
partners over factors like
season prices, trade terms
and schemes.

There were other reasons
why widening the footprint
emerged as a growing
priority. Symphony needed
to diversify because an
excessive dependence on

a single climatic influence
represented a threat (the
benign summers of 2017
and 2018 being proof).
Symphony needed to invest
deeperin complementary
markets where a summer
in one coincided with
winter in another, helping
the Company increase its
revenues on the one hand
and moderate its inventory
skew on the other. It made
sense for Symphony to invest
in different countries based
on the strong probability
that the demand explosion
that had transpired in

India across three decades
would now happen in

other countries as well.

Symphony’s investment

in global markets would

also help in leveraging the
sizeable procurement and
organisational economies
aggregated over the years.
Extending these gains across
larger number countries
would result in superior
customer value.

The internationalisation
implicit in Symphony 3.0
was not an afterthought:

it represented a natural
extension of our
longstanding success in
India to more countries with
the objective of maximising
our profits in a sustainable
manner.

This led us initially to a
global expansion of our
markets across more than
60 countries. As the next
logical step, we acquired
businesses in three
countries and extended our
manufacturing operations
to five global locations. In
the process, we brought

in established distribution
and retail relationships,
increased brand ownership
and grew the number of
multi-national employees.

Symphony became global
in presence but more
importantly, global in
mindset.
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The mantra
behind our global

acquisitions:
Less is more

Symphony 3.0 is also a reaffirmation
that our decision to invest in global
subsidiaries stands validated.
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Some external observers
might believe that we
acquired these subsidiaries
without a precise idea of
how these would fit into our
overall business. Like any
entrepreneurial organisation,
we possessed a fair
directional idea of what these
subsidiaries stood for within
our overall business. And as
so often happens with every
entrepreneurial decision,
the strategic clarity of how
we expect to strengthen that
business and take it ahead
only increased over time.

A few external observers might
have perceived the acquisition
of these subsidiaries as a
gamble that we could have
avoided. Such perceptions
would, however, have missed
the fact that the acquisitions
were made with a vast safety
buffer. The acquisitions made
were either at a substantially
lower price compared to the
real value of the business
along with a limited business
downside or at a reasonable
price with attractive
no-gestation returns, which
were considerably higher
than what our cash surpluses
earned in our bank accounts.
Consequently, we are in

the happy position of being
able to present a completely
positive story about how these
investments have panned out.

The acquisitions might also
have led some external
observers to believe that they
were bleeding the Company.
Facts show that such
perceptions, if they existed,
were entirely wrong. Thanks

to a dose of ‘Symphonyitis’,
the IMPCO acquisition has
generated more than 200x of
its acquisition price through
revenues across the last
decade and more than 30x
through profits. The Chinese
company, which was loss-
making, was acquired for only
21.55 Crores and has already
broken even.

Some observers might also
have felt that the global
business would be slow in
taking off. Again, facts belie
such perceptions, if any.
While the Indian operations
accounted for 55% of
consolidated revenues during
the year under review, the
global business increased
from 21% of overall revenues
in FY2008-09 to 45% today.

Another possible misgiving
was that Symphony might

not be able to manage global
subsidiaries and their growing
operations through a remote
presence. The Company
addressed this challenge by
appointing a CEO to manage
all international subsidiaries
with the objective of not only
facilitating the growth of each
subsidiary individually but also
in enhancing cross-subsidiary
synergies.

Yet another possible perception
that is belied by facts is that
our global businesses were
silos that would not be able to
contribute meaningfully to the
flagship Indian operations.

® Over the years, the IMPCO
acquisition hand-held the
Symphony vision beyond

residential coolers into
industrial coolers.

® The Chinese acquisition
drew the Company into
commercial air-coolers. Had it
not been for these acquisitions,
Symphony would have
consumed years of research,
trial-and-error approaches
and heavy investments to
enter these segments. The
international acquisitions have
made the process extremely
cost-effective and seamless.
Besides, the Chinese
acquisition made it possible

to shift the centre of research
gravity from India to China; it
empowered the Company to
drill deep into its subsidiary’s
terrain awareness resulting

in access to some of the

most competitive component
vendors in that country.

® The Australian acquisition
empowered Symphony to buy
into the leading air-coolers
and heating appliances brand
in that continent; provided a
manufacturing base in US (in
addition to Australia) and also
market access in Australia
and USA to sell the Symphony
range of residential air
coolers.

The result: until a decade
ago, Symphony had only one
geographical business driver.
The Company now has four
global geographic revenue
engines.

We are well on our way

to being recognised as a
successful multi-country
evaporative cooling brand of
Indian origin.
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Symphony: Graduating from one orbit into another.

Version 2.0:

2007-2018
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Version 3.0:

2018 onwards
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Strengthening
Symphony 3.0
through the
acquisition

of Climate
Technologies,
Australia




In 2018, even as the Indian market remained weak,
Symphony continued to demonstrate its commitment to

Symphony 3.0.

The Company made

the largest acquisition

in its existence when it
acquired a large profit-
making company in 2018.
Symphony purchased

a 95% equity stake in
Climate Technologies Pty
Limited at an enterprise
value of roughly X2 bn. The
acquisition was financed
through a combination

of debt X120 Crores and
accruals 77 Crores

The acquisition

represented the coming
together of Symphony,

the world’s largest air
cooler manufacturer, and
Climate Technologies Pty
Limited, Australia’s leading
manufacturer of cooling and
heating appliances.

Climate Technologies,
headquartered in Adelaide,
manufactures and markets
evaporative air coolers,
ducted gas heaters and

other cooling products.
The acquired company
possesses a manufacturing
facility in Salisbury (South
Australia) and assembly
operations in Las Vegas
(USA.

At Symphony, the
acquisition represented a
structural shift that was
completely in line with
Symphony 3.0: an extension
from cooler products

to temperature control
products / solutions; from
an India focus to a global
sales footprint; from largely
India-centric manufacture
to manufacture across five
countries (India, China,
Mexico, Australia and US);
from an erstwhile deepening
market penetration
approach to a deepening
cum widening strategy.
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Climate Technologies:
An attractive lifestyle

proxy

Australian population
growth:

25.2mn

(2018) to a projected

32.4mn

(2031)

Australian households
growth:

9.2mn

(2016) to a projected

13.2mn

(2041)

US population growth:

24% to
404mn

(2018-60)
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The big question: was the acquisition cost

justified?

These are two ways of
answering that question.

From a defensive
perspective, Symphony’s
acquisition cost of
approximately X197 Crores
was covered ~2x by cash
on the books, made at

a modest 7.33x EBIDTA
multiple and 0.70x sales.
Besides, the impact of the
acquisition was financially
optimised: funded through
%120 Crores debt, enhanced
international taxation
efficiency and in line with
established operational
discipline.

Besides, the acquisition did
more: provided Symphony a
presence in complementary
product segments, mutually
exclusive product mix, tariff-
neutral US presence (local
manufacture), profitable
growth, ownership of

iconic multi-decade brands
(Bonaire and Celair),
evaporative Australian

air-coolers market
leadership, enduring
relationships with 40
Australian builders (added
25 in five years), 70% of top
20 direct customers working
with the Company across
15 years, US presence
through a strategic Home
Depot relationship (and
corresponding recognition
as an innovator by the retail
giant].

Phew.

At Symphony, we believe

it would have taken a
number of years to replicate
these competitive realities
from scratch. Buying

into the Company has
proved quicker, eliminated
probable errors (and related
costs) and built on existing
strengths. Besides, we are
convinced we did not bet
the family silver in buying
into this market leader;

on the contrary, we believe
that this acquisition - like



our previous ones - has

a number of hidden cost
and time-savers, making
it possible to recover our
investments more quickly.

The other question that
we have been repeatedly
asked: How will Symphony
emerge stronger after this
acquisition?

We believe that this
acquisition will prove
value-accretive:
complementary products
range (EAC, refrigerated
cooling, commercial
convection cooling and

gas heating products),
deepening extension into
countries with dual climates
and an immediate access
into under-represented
geographies (Australia

and US] that accounted

for 24% of consolidated
revenue from operations

in FY2018-19 (9 months of
Australia) and likely to grow.

Besides, the Australian
company comprises
manufacturing facilities

in Australia and US with
attractive growth headroom
(space, capacity, products).
Even better, the products
manufactured by the
Australian company are
future-relevant, considering
that EACs consume 80%!less
electricity than refrigerated
cooling and no refrigerant
gases.

And then there is always
Symphonyitis- the
disruptive value that
Symphony expects to bring
to Climate Technologies

- marked by a distinctive
entrepreneurial spirit,
contrarian mindset,
commitment to go

against the grain, access
to a 60-country global
distribution network,
complementary products
portfolio and insights drawn
from its global supply chain
and infrastructure (Mexico,
China and Indial.

Besides, we believe that
the Australian acquisition
needs to be seen from

a holistic perspective:

how we intend to create

an overarching global
platform for air-coolers and
complementary products,
how category leaders
operating out of one or

few countries will find it
profitable to collaborate
with this widening platform
in exchange for economies
and how we may gradually
cover the world wider and
deeper in line with what we
articulated in Symphony 3.0.

What has started with
Australia could one day...
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Pushing the
envelope with the
good old-young

workhorse
of residential
air-coolers

A number of analysts who attend our conference
calls or take the trouble to come to Ahmedabad to
hear our story, often ask slightly puzzled at the end:
‘How much more can you do with the residential
cooler? How much more time before the rest of the
world reverse-engineers and catches up?’
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Fair enough.

Except for the fact that
we were asked these very
questions 15 years ago.

That's when we recognised
that if we embarked on
competing with air-coolers
and competing models we
would fail. So we began

to compete with gizmos
instead. Smartphones.
Artificial Intelligence. Siri.
Driverless car. That works.

We began to design products
that would respond through
voice assist. When we

tired of this, we said, ‘Can
we create something that
responds to a wave of the
hand? (inspired by Facebook
Messenger alright]. We
designed something that
cools on the one hand and
drives mosquitoes away on
the other. We designed an
air-cooler that looked like an

air-conditioner. We created
a product that occupied one
sq. ft. but cooled 225 sq.

ft. - and grew into a half-
a-million units product
category.

The brief to our innovation
technologists continues to
be the same three words
we have been using for two
decades: Shock and awe.

Their brief is not as much to
redesign as to reinvent. Their
brief is not to be influenced
as much by their peers and
what the wisened people are
discussing but hints dropped
by their technology-speaking
children in everyday
conversation. Their brief is
not as much to be influenced
by what economists are
saying about the direction in
which the world is moving
as much as how the social
media is trending. Their

brief is not to be influenced
as much by ‘cost’ as by
‘experience’. Their brief is
not to be influenced by what
customers want as much

as by what customers never
knew they wanted in the first
place.

At Symphony, we believe we
are best placed to continue
playing this game. We
possess an access to deep
product and experience
research coming from all
over: our Indian eyes and
ears, our Mexico, Australian
and Chinese presence that
will make it possible to
keep rolling differentiated
products that extend well
beyond the core attribute,
emphasising a compelling
point.
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Sweating | One of the things that
the | most people miss
Symphony  about the Symphony
brand at : story is the contrarian
work | SUccess of the brand.

. Generally, a premium

i brand would do well in
i the premium segment
i while a mass brand

i would do well in the

i mass segment.
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At Symphony, the same
brand has consistently
outperformed market
growth at one level and
concurrently led shares in
all consumer segments - an
unusual instance of where
the products are mass and
premium at the same time,
reinforcing our presence in
a category we like to refer to
as ‘mass premium’.

Designing and
manufacturing a better
mouse-trap (in this case
air-cooler) has, to put it
modestly, resulted in the
world treading a beaten path
to our door.

But there is a point where
our product competence
ends and our branding
competence takes over. Over
the last decade, we deepened
our competence in brand
management: how we would
position our product, how
we would raise our pitch,
how we would communicate,
what media we would

utilise, how frequently we
would communicate and
how effectively we would
negotiate media space with
the objective of stretching
every proprietary rupee the
longest.

This competence translated
into some distinctive
advantages.

One, the capacity to have
invested about 2208 Crores

in our brand across the
last decade, possibly larger
than all our competitors
combined.

Two, the ability to generate
321 of revenues from every
rupee of brand spend, one of
the highest in our sector.

Three, the conviction to
invest well for tomorrow
through brand spending
made today.

The last point provides an
insight into what we are
made of.

During the year under
review, when profits were
significantly down, there was
a suggestion that perhaps we
could slash brand spending
and plug some of the
decline. This is a temptation
we resisted: we believed
that since a number of our
competitors would be doing
the same, our protected
brand spending would
enhance mind space; with
most players reducing brand
spend, every Symphony
rupee spent in this area was
worth considerably more in
probable impact.

The result is that Symphony
invested in its brand around
the same level of the
previous year. The Company
continues to position itself
as ‘mass premium’, implying
that it had a model for every
consumer kind and an

aspirational element built
into each.

The good news: Even though
it was a challenging 2018-19,
Symphony enjoys highest
Share of Voice at 51%. Eight
of ten consumers said ‘Show
us Symphony” when they
went to buy an air-cooler.
Enhancing the probability

of outperforming the sector
and capitalising on the
impending sectoral rebound.

When it comes down to
eyeball-to-eyeball with the
rest of the sector, Symphony
believes that the one with
the stronger brand would be
the last to blink.

The good news:

Even though it was a
challenging FY2018-19,
Symphony maintained
its Share of Voice at 51%.
Eight of ten consumers
said ‘Show us Symphony’
when they went to buy an
air-cooler.
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How the air-coolers market
Is expected to evolve

More spending power in the hands of Indians

India’s per
capita income
per month in
FY2018-19, a
growth of 10%
over FY2017-18

2X

Rise in India’s
per capita
income by 2027
as per Morgan
Stanley

4X

Rise in number
of middle class
households to
148 million by
2030 from 32
million in 2010

17%

CAGR growth
from 2007-16in
Indian personal
disposable
incomes

Expenditure
growth in

India, more

than double

the anticipated
global rate of 5%

Urbanisation

590

Urban
population
(million)
expected in 2030
(442 million,
2017)

404

Number of
people (million)
projected to be
added in urban
India by 2050
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1.1

Urban
population
growth (%)
between
2010 and
2015, highest

among major
economies

20

Expected time
(years] to be
taken by India
to add 250
million people
to population
(took nearly 40
years to add 230
million till 2008)



More income in the hands of rural India

6.2 (YA 631 20 70

CAGR growth (%) Expected rural  Expected per Average rural % GDP

in Indian rural income (US$, capita rural income growth  accounted by
incomes since  bn)in 2022E income (US$) by (%) expected urban population
2000 compared to 2020 (five-year CAGR in India by 2020
US$413 bnin till 2022)
2017

Stronger impulse spending

31 70

CAGR growth (%) Percentage of

in e-commerce  buying decisions

in India (South  made at point

Korean CAGR of purchase,

13% and China  with impulse

and Japan at purchases

10%) being prominent
buying pattern.

[Source: inderscienceonline.com, thewire.in, newindianexpress.com, statista.com, IBEF,
Economic times)

Annual Report 2018-19 | 39



eys

40 | Symphony Limited

This is the story of two
entrepreneurs.

One spent an existence
crafting a single product. The
world advised, 'Why don't
you also try something else
as that might protect you in a
challenging phase?

Our friend smiled and
replied: ‘If  understand feet
better than anyone else and
that helps me design shoes
better than anyone else, then
perhaps there really won't be
a bad year.”

The other entrepreneur
wasn’'t born into the shoe
business. Our friend
manufactured leather

bags, then extended into
leather belts and then, when

someone whispered ‘Shoes’
(remember the legendary
whisper of ‘Plastics’ in The
Graduate?), he shifted into...
you guess it.

We wouldn't be dismissive
enough to say that one
business approach works
better than the other, but we
will concede that perhaps
one business will be better
placed to succeed than the
other.

The craftsman who focuses
on one product is respected
across neighbourhoods; he
is the first person people
turn to when they need

a new shoe; he knows
customer preferences like
the back of his elbow [‘Ahh,
double-heeled for you, right?

The power of focus:

The more we

change, the more we
remain the same



I remember!); he knows
just how long to dip the
leather in a secret potion
that keeps the shine longer;
in a certain sense, people
wonder how he earns a living
at all because his shoes are
worn for years and years; if
there was a PhD appellation
that could be applied to
craftsmen, he would have
earned one; he has probably
forgotten more in his trade
than the others have learned
in their lifetimes.

At Symphony, we were
inspired by this analogy. It
would be nose-in-the-air for
us to nudge readers in the
ribs about where we stand,
but suffice it to say that
across the last two decades,

we have only made coolers
as opposed to companies
that also make coolers; we
have seen more air-coolers
in our dreams than people
have counted sheep; each
time our product has been
reverse-engineered and
replicated, we have evolved
the "box" into a gizmo that
has only made it difficult for
the dedicated community of
copiers.

Call us narrow-minded

but it has worked. We
transformed from loss to
profit. We graduated from
side-stream to mainstream
to deep-stream. We
provided a wider choice
than all our competition
combined. We navigated the

coolers category into a new
technological direction. We
merged features to create
hybrids. We ‘destroyed’ our
products before competition
could. We became the
sectoral benchmark.

The big message is not this.
The big message is that
during this swirling dust of
battle, we are transforming
our business model with
speed, we are graduating
cooling from a product to a
solution and we expect to be
the last person standing (or
the first to be running).

At Symphony, focus is
not just a strategy; it is
insurance. And it is not
really just insurance; it is
everything.

Symphony. Kuchh hat ke

Cloud: World's
first wall
mounted air

cooler.

Sense: World's
first air cooler
range with gesture
control.

coolers.

i-Pure technology:
Market coolers to
those who may not
want to buy only

Touch series:
Cooler that ‘talks’;
ultrasonically
repels mosquitoes;
classified as
‘Digital’.
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Trade | A number of
partnerships . people on the
' outside believe
. Symphony is
: one company.
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We are a number of
Symphonys in one Symphony
instead.

Because every trade partner
who works with us believes
he is Symphony.

Our partners read’ the
market. They advise trends.
They provide a sample

of what customers need.
They provide a gist of
retailer conversations. They
correlate temperatures
with buying frequency. They
extrapolate farm incomes to
product offtake. They step in
when the customer appears
confused (‘Symphony...
vichaarvanu nahil’).

These trade partners put
their money where their
molars are. Breaking their
conventional wisdom of
ordering products a couple of
weeks before projected sale,
they have done something
unusual for a number of
years. They paid 100%
advances for their coolers in

July for sales they expected
to make nine months later.

Because, in their words,

no channel partner ever
lost money on a Symphony
product. Because, again

in their words, distributing
televisions was like buying
into a mutual fund but
distributing Symphony
coolers was like buying into
a sovereign bond.

Over a number of years in
the past, we spread our
distribution pipeline wide
and deep. Go anywhere

in the country and there
is a good chance you will
get a mobile signal...and
a Symphony product. The
result is that we don't just
out-sell other cooler brands;
we out-distribute them to
begin with.

When the crash of 2018
deepened, we feared that the
first constituency to have lost
its nerve would have been
our distribution network. We

were pleasantly surprised;
they continued to believe
in our product; our dealer
attrition was non-existent;
they continued to trust
our brands with extensive
advances; they were the first
to pass the whisper that
when the market is weak,
better to trust the bluest
of blue chips (least to be
discounted:; first to sell).

Going ahead, we are
optimistic of riding out of the
trough faster because more
than half our distributors
have been with us for more
than five years. We bar-scan
all retail sales, capturing
data to feed our analytics
engine. We work closer with
trade partners to transform
a consumer pull into a pull-
cum-push priority.

With the singular objective
that as market heat
increases, prospective
customers get to see less
and less of competing
products.
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When the guns are
out, safety liesin
trusting the one

thing that always
prevails. The
quality of our book.




There is a no-nonsense word in the Indian vernacular
that we frequently use at Symphony.

The chopdi.

In the past, the chopdi

was where we wrote our
accounts. In the present, the
chopdi is the Balance Sheet.

When the markets lost
their nerve, we calmed ours

by turning to our Balance
Sheet.

We recognised we had 481
Crores of cash on our books,
so we could sustain the price
erosion longer than most.

We had larger revenues than
most, so we could amortise
our fixed costs better than
most.

We had a negligible
receivables cycle, which was

substantially shorter than
the sectoral average, so we
could flex our cash muscle
better than most.

We had a larger number

of trade partners who had
worked with us for five years
or more, so we could work
closer with them to re-stock
and then again closer with
them to liquidate that stock.

We had no debt on our
standalone book, so we
didn’t have an inner whisper
pushing us to ‘Sell! Sell!
Selll

We had a lower cost
structure than most, so
even in the mayhem, we

reported an EBIDTA margin
to gross revenue that most
others could only aspired
to 30% (without exceptional
expense) on a standalone
basis, FY2018-19.

We continued to protect our
business hygiene during the
difficult times, resulting in
more than 90% of our profit
after tax being free cash
flow.

We possessed an earned
corpus of 2481 Crores
through the course of the
year, which generated

a treasury income of

%30 Crores (excluding
exceptional items) in
2018-19.

Annual Report 2018-19 | 45



Atatime
of sectoral
weakness, it pays

to look at what got
us into business
in the first place
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We got into business more than three decades ago not because of global warming or the
difference in penetration between air-conditioners and air-coolers or a preference in

the hierarchy of purchases.

We got into business
because of the idea of India.

The idea of India continues
to be even more relevant
now than it was when we got
into business.

The second most populated
country in the world,
projected to emerge as the
most populous by 2024.

The fastest urbanizing
country, likely to be

40% urbanised by 2030,
strengthening aspirations
and consumer spending.

The youngest country with
a median age of around

28 years, almost half the
population under the age of
25 and two-thirds less than
35.

The world's largest
workforce by 2027, with
64.9% of population in the
economically productive age
range of 15 to 64.

A growing family
nuclearisation, increasing

the number of families with
74% urban households
having five or less members
compared to 65% in 2001,
increasing home spends.

Only 6% of Indian households
owning an air-conditioner
even as only 14% own an air-
cooler, whereas 85% own
fans and 15% no cooling
appliance at all (compared
with a country like China
where the penetration of
air-conditioners has grown
from 8% in 1995 to more
than 70% today).

So much for the optimistic
long-term.

Even as these fundamentals
continue to look better every
passing day, we believe that
short-term aberrations

will happen. Short-term
aberrations influenced by the
weather (beyond our control).
Short-term aberrations

like a market panic (beyond
our control). Short-term
aberrations where product

prices decline (beyond our
control].

However, there are also
other factors in which we
had no role to play but which
are getting better and better.

Cooling is emerging as a
fundamental right. The
cost of cooling has declined
(coolers as a category
under-performing inflation).
Cooling is evolving from
standalone products to
centralised solutions.
Cooling is extending

from homes / and offices

to factories. Cooling is
everywhere.

The concept of
democratisation has
extended from social
emancipation to lifestyle
equality.

And that's why FY2018-19
was only like a moment
when the market lost its
nerve in a long bull market.
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Our key
performance indicators

Consolidated financial performance
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Excluding exceptional income of X12.47 Crores

** Excluding exceptional expense of 24.05 Crores

***Including final proposed dividend

**#** Including special dividend payout of R42.10 Crores

# Recalculated consequent to issue of bonus shares during the year

## Calculated on monthly average capital employed (% of FY2014-15, FY2015-16 & FY2016-17 are recalculated)
Y(9 months)
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