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Closing  % YTD  % 1 YR  

SENSEX 39,750  10.21  13.04  

NIFTY 11,929  9.82   12.18  

SECTORAL INDICES

Closing  % YTD  % 1 YR  

BSE Auto 18,982  (8.9)  (22.4)  

BSE Bank 35,598  17.2   19.1   

BSE Cap Goods 20,123  6.9   5.5   

BSE Cons Dur 24,603  18.9   16.4   

BSE FMCG 11,649  (1.5)  3.2   

BSE IT 15,360  9.0   15.4   

BSE Health 13,371  (4.0)  0.4   

BSE Metal 11,134  (6.0)  (18.3)  

BSE Oil 15,617  13.6   9.3   

BSE Power 2,027  1.4   (5.1)  

BSE PSU 7,882  8.9   (0.2)  

BSE Realty 2,216  23.2   (2.6)  

BSE TECK 7,587  7.4   9.5   

NIFTY OUTPERFORMERS

Price  % YTD  % 1 YR  

Bajaj Finance Ltd 3,410  28.9   64.2   

Icici Bank Ltd 434  20.6   49.8   

Axis Bank Ltd 808  30.4   47.6   

Reliance Industries Ltd 1,324  18.1   44.3   

Upl Ltd 1,016  33.9   44.1   

NIFTY UNDERPERFORMERS

Price  % YTD  % 1 YR  

Yes Bank Ltd 153  (16.0)  (54.8)  

Tata Motors Ltd 180  4.4   (38.8)  

Indiabulls Housing Finance L 784  (8.1)  (35.7)  

Vedanta Ltd 170  (16.1)  (33.1)  

Eicher Motors Ltd 20,790  (10.2)  (31.9)  
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RESEARCH ANALYSTS 

Q2 Q3 Q4 

Promoters 72.3 72.7 72.7 

Institutions 15.1 14.9 15.0 

Public  12.6 12.4 12.3 

Pledge  0.0 0.0 0.0 

ÁWe remain positive on the prospects of the organized players in plywood 
industry from a three year perspective given the structural shift to 
organized players accelerating going ahead led by (1) increasing brand 
awareness; and  (2) superior distribution setup. 

ÁCPBI has expanded its capacity aggressively over the last two years in both 
plywood and laminates business. With a strong brand image, widespread 
dealer network, and enhanced capacities, we believe CPBI is well placed to 
benefit from rising demand for building products and shift to branded 
products. With its commissioning of MDF capacity in FY18, CPBI offers 
entire gamut of wood panel products.  

ÁWe expect revenues and profits to grow at 10% and 15% respectively over 
FY18-22E led demand recovery in Real estate from low base by FY21-22E, 
aiding in higher premium plywood and Laminates sales. 

ÁWe ŘƻƴΩǘ expect significant increase in wƻ/9Ωǎ given supply glut in MDF to 
contain margins and higher competition in Laminates segment. 

ÁLeverage which increased to 0.6x in FY18 due to MDF plant commissioning 
will reduce to 0.2x by FY22E. CPBI is mulling under set of expansion 
(subjected to approvals) in MDF and particle board which will again increase 
leverage. 

 

 

 

ÁWe maintain our REDUCE rating on Century Plyboards (CPBI) given subdued 
growth in plywood segment and margins pressure in all sub-segments led 
by lack of pricing power amid rising input costs, downtrading and higher 
competitive intensity. 

ÁCPBI posted 7% y-o-y plywood (ex-commercial veneer) revenue growth in 
FY19 given subdued Real estate demand and higher competition from 
unorganized players. Heading into in FY20E, we expect plywood revenue 
growth to remain in 6-7% range aided by demand recovery from low base 
and focus on economy plywood. On laminates, expect the segment to grow 
by 13% CAGR over next two years on increasing traction in exports and 
ramp up from expanded capacity. /t.LΩǎ MDF project commissioned in FY18 
has already ramped its utilisations  to 67% in FY19 and expect to clock 80-
90% utilisations by FY20 end along with better realizations post value 
addition (Pre-lam). 

ÁOn margins, we expect plywood margins to remain in 13-14% range due to 
higher economy segment sales. Laminates segment margins will remain 
under pressure to due increasing supply in the market and higher cost of 
adhesives. MDF margins to increase marginally due to increase in 
utilisations. 

Áwƻ/9Ωǎ to remain in 14-15% range despite increasing utilisations due to 
lower profitability. Net debt to equity to reduce from 0.6x in FY19E to 0.4x 
over next two years. 

 

 

BUSINESS & EARNINGS ƹƷ 

ÁAt CMP, CPBI trades at 20x FY20E and 17x FY21E EPS versus historical 
average multiple of 20x. We attribute exit multiple of 17x to FY21E EPS 
which is discount to historical average given steady margins and no 
improvement in return metric profile and arrive at a TP of Rs.160/share. 
Maintain REDUCE rating. 

ÁWe attribute exit multiple of 18x given market leadership, improving 
margin and return metrics profile due to higher MDF mix and strong free 
cash flows.  

 

ONE YEAR OUTLOOK THREE YEAR OUTLOOK 

BUSINESS & EARNINGS ƶ

VALUATION MULTIPLES ƹƷ

VALUATION MULTIPLES ƹƷ

OUTLOOK REVIEW 4QFY19 
29th May, 2019 

Rating: ƹƷ | Target price: Ƹ | EPS: Ƹ 

FINANCIAL SUMMARY 

Year 
Revenues 
(Rs. mn)  

EBITDA 
(Rs. mn)  

PAT 
(Rs. mn)  

EPS 
(Rs.)  

P/E 
(x)  

RoE 
(%) 

FY19  22,638   3,004   1,588  7.1  23.8  17.6% 

FY20E  24,882   3,533   1,899  8.5  19.9  18.1% 

FY21E  27,139   4,007   2,195  9.9  17.2  18.0% 

KEY ESTIMATES REVISION  

  
FY20E FY21E 

Old New Change Old New Change 

Revenues 24,818 24,882  0% 26,992  27,139  1% 

EBITDA  3,589 3,533  -2% 3,965  4,007  1% 

Margin %  14.5% 14.2%   14.7% 14.8%   

PAT 1,933 1,899  -2% 2,145  2,195  2% 

PAT margin % 7.8% 7.6%   7.9% 8.1%   

EPS 8.7 8.5  -2% 9.7  9.9  2% 

All figures in Rs. mn  
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Overall revenue grew 
7.2% on a y-o-y basis.  

 
Plywood segment (55% of 
total revenues) revenue 

remained flat y-o-y 
whereas Laminates 

segment (21% of total 
revenues) revenue grew 

16.6% y-o-y. 

 
Revenue from container 
freight services segment 
fell 6% y-o-y to Rs.219mn 

whereas revenue from  
 

MDF grew to Rs.760mn vs 
Rs.648mn last year, but 
down sequentially vs 

Rs.882mn last quarter. 
Particle board revenues 
stood at Rs.241mn this 

quarter increasing by 27% 
y-o-y. 

Quarterly Financial Statement 

Rs. mn \  Period Mar-19 Mar-18 Y-o-Y % Dec-18 Q-o-Q % FY18 FY19 Y-o-Y % 

Revenues  5,832   5,441  7.2%  5,789  0.7%  19,672   22,638  15.1% 

Raw material 2,351  2,028  15.9% 2,444  -3.8%  7,369   9,464  28.4% 

Purchased goods 678  710  -4.5% 644  5.3%  3,313   2,455  -25.9% 

Stock Adjustment (6) (244) -97.7% (91) -93.9%  (452)  (104)   

Employee costs 837  752  11.3% 810  3.3%  2,839   3,277  15.4% 

Other expenditure 1,330  1,119  18.8% 1,132  17.5% 3,543  4,542  28.2% 

EBITDA 637  832  -23.4% 759  -16.2% 3,060  3,004  -1.9% 

Margins% 10.9% 15.3%   13.1%   15.6% 13.3% -14.7% 

Other income 29  13  124.2% 16  85.0%  67   61  -9.5% 

Interest 94  122  -23.1% 62  50.0% 327  446  36.4% 

Depreciation 143  277  -48.4% 136  5.2% 810  500  -38.3% 

PBT 429  445  -3.7% 577  -25.6%  1,990   2,119  6.5% 

PBT margins % 7.4% 8.2%   10.0%   10.1% 9.4%   

Tax 87  88    162    424  531  25.3% 

Effective tax rate 20.4% 19.8%   28.2%   21.3% 25.1%   

PAT 342  357  -4.4% 414  -17.5%  1,566   1,588  1.4% 

Margins 5.9% 6.6%   7.2%   8.0% 7.0%   

EPS (Rs.) 1.5 1.6 -4.4% 1.9 -17.5% 7.0  7.1  1.4% 
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Financial Summary 

Source: Spark Capital 

Abridged Financial Statements                     
Rs. mn FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E FY22E 

Profit & Loss                    
Revenue             12,352              15,228                  16,357                 17,825                 19,672                 22,638              24,882              27,139              29,588  
EBITDA 994  2,078  2,835  2,920  3,060  3,004  3,533  4,007  4,458  
Depreciation 332  448  437  524  810  500  580  635  743  
EBIT 662  1,630  2,398  2,397  2,250  2,504  2,953  3,371  3,715  
Other Income 128  196  65  227  67  61  67  81  89  
Interest expense 551  433  465  286  327  446  419  405  362  
Exceptional items                       -                        -                             -                            -                            -                            -                        -                        -                        -   
PBT 239  1,393  1,998  2,337  1,990  2,119  2,601  3,048  3,441  
Reported PAT (after minority interest) 215  1,103  1,698  1,856  1,566  1,588  1,899  2,195  2,478  
Adj PAT 215  1,103  1,698  1,856  1,566  1,588  1,899  2,195  2,478  
EPS (Rs.) 1.0 5.0 7.6 8.3 7.0 7.1 8.5 9.9 11.1 
Balance Sheet                        -                         -                             0                             -                            0                             -                         -                         -                         -  
Net Worth 2,914  3,876  5,251  7,086  8,379  9,691  11,272  13,087  15,126  
Deferred Tax (5) (70) (655) (689) (690) (615) (615) (615) (615) 
Total debt 4,912  5,019  4,552  6,022  5,430  5,094  4,764  4,764  3,764  
Other liabilities and provisions 600  924  774  1,028  1,019  1,192  1,310  1,428  1,557  
Total Networth and liabilities               8,421                9,748                     9,921                 13,448                 14,138                 15,362              16,731              18,665              19,832  
Gross Fixed assets 3,682  4,092  2,384  3,418  7,153  9,519  9,819  11,369  13,419  
Net fixed assets 2,120  2,089  1,975  2,494  5,417  7,286  7,006  7,921  9,228  
Capital work-in-progress 188  227  930  2,842  1,201  188  1,188  1,188  688  
Goodwill                   
Investments 379  451  497  960  960  978  978  978  978  

Cash and Bank Balances 180  170  190  538  165  226  164  519  229  
Loans & advances and other assets 1,326  1,572  1,553  2,033  1,633  1,426  1,484  1,542  1,605  
Net working capital 4,228  5,239  4,776  4,580  4,762  5,257  5,911  6,517  7,105  
Total assets               8,421                9,748                     9,921                 13,448                 14,138                 15,362              16,731              18,665              19,832  
Capital Employed               7,500                8,360                     9,349                 11,456                 13,459                 14,298              15,411              16,944              18,371  
Invested Capital (CE - cash - CWIP)               6,737                7,978                     8,590                    9,205                 11,086                 13,408              14,528              15,414              17,058  
Net Debt               4,732                4,848                     4,362                    5,484                    5,265                    4,868                4,600                4,245                3,535  
Cash Flows                    
Cash flows from Operations (Pre-tax) 330  1,668  3,195  2,711  3,258  3,218  3,006  3,543  4,025  
Cash flows from Operations (post-tax) 306  1,378  2,895  2,230  2,834  2,687  2,304  2,690  3,061  
Capex (482) (546) (1,266) (2,897) (1,923) (1,354) (1,300) (1,550) (1,550) 
Free cashflows                 (175)                  832                     1,629                     (667)                      911                    1,333                1,004                1,140                1,511  
Free cashflows (post interest costs)                 (599)                  595                     1,229                     (727)                      651                       948                   652                   816                1,238  
Cash flows from Investing (533) (624) (1,287) (3,208) (1,974) (1,371) (1,300) (1,550) (1,550) 
Cash flows from Financing (391) (764) (1,588) 1,326  (1,233) (1,095) (1,067) (785) (1,801) 
Total cash & liquid investments 180  170  190  538  165  226  164  519  229  
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Source: Spark Capital 

Financial Summary 
Growth and Ratios                   

  FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E FY22E 

Key variables (sector specific)                   

Plywood revenues                9,648              11,471                  11,735                 12,609                 12,633                 12,734              13,602              14,537              15,690  

Laminates revenues               1,879                2,515                     2,982                    3,369                    3,700                    4,322                4,889                5,530                6,318  

MDF revenues                           1,128                    2,951                3,500                3,898                4,074  

Growth ratios                   

Revenue 9.2% 23.3% 7.4% 9.0% 10.4% 15.1% 9.9% 9.1% 9.0% 

EBITDA -11.9% 109.0% 36.4% 3.0% 4.8% -1.9% 17.6% 13.4% 11.3% 

Adj PAT -59.2% 413.1% 53.9% 9.3% -15.6% 1.4% 19.6% 15.6% 12.9% 

Margin ratios                   

EBITDA 8.1% 13.6% 17.3% 16.4% 15.6% 13.3% 14.2% 14.8% 15.1% 

Adj PAT 1.7% 7.2% 10.4% 10.4% 8.0% 7.0% 7.6% 8.1% 8.4% 

Performance ratios                   

Pre-tax OCF/EBITDA 33.2% 80.3% 112.7% 92.8% 106.4% 107.1% 85.1% 88.4% 90.3% 

OCF/IC (%) 5% 17% 34% 24% 26% 20% 16% 17% 18% 

RoE (%) 8% 32% 37% 30% 20% 18% 18% 18% 18% 

RoCE  (%) 9% 17% 22% 18% 14% 13% 14% 15% 15% 

RoCE (Pre-tax) 11% 23% 28% 25% 19% 18% 20% 21% 22% 

RoIC (Pre-tax) 10% 22% 29% 27% 22% 20% 21% 23% 23% 

Fixed asset turnover (x) 6.2  7.2  8.1  8.0  5.0  3.6  3.5  3.6  3.5  

Total asset turnover (x) 1.5  1.7  1.7  1.5  1.4  1.5  1.6  1.5  1.5  

Financial stability ratios                   

Net Debt to Equity (x) 1.6  1.3  0.8  0.8  0.6  0.5  0.4  0.3  0.2  

Net Debt to EBITDA (x) 4.8  2.3  1.5  1.9  1.7  1.6  1.3  1.1  0.8  

Interest cover (x) 0.6 3.2 6.2 7.8 8.7 6.0 5.5 6.6 8.4 

Cash conversion days 125  126  107  94  88  85  87  88  88  

Working capital days 146  141  124  114  100  89  89  89  88  

Valuation metrics                   

Fully Diluted Shares (mn) 223  223  223  223  223  223  223  223  223  

Market cap (Rs.mn) 37,830  37,830  37,830  37,830  37,830  37,830  37,830  37,830  37,830  

P/E (x) 175.9  34.3  22.3  20.4  24.2  23.8  19.9  17.2  15.3  

P/OCF(x) 123.5  27.5  13.1  17.0  13.3  14.1  16.4  14.1  12.4  

EV (Rs.mn)  (ex-CWIP) 42,373  42,451  41,261  40,471  41,894  42,509  41,241  40,887  40,676  

EV/ EBITDA (x) 42.6  20.4  14.6  13.9  13.7  14.2  11.7  10.2  9.1  

EV/ OCF(x) 138.3  30.8  14.3  18.2  14.8  15.8  17.9  15.2  13.3  

FCF Yield -1% 1% 3% -2% 2% 2% 2% 2% 3% 

Price to BV (x) 13.0  9.8  7.2  5.3  4.5  3.9  3.4  2.9  2.5  

Dividend pay-out (%) 103% 40% 16% 12% 20% 20% 20% 20% 20% 

Dividend yield (%) 0.6% 1.2% 0.7% 0.6% 0.7% 0.7% 0.8% 0.9% 1.0% 
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CPBI has added capacity aggressively over the last two years in both plywood and laminates business and with the entry into MDF 
business, the company will offer entire gamut of wood panel products .With a strong brand image, widespread dealer network, 
and enhanced capacities, we believe CPBI is well placed to benefit from rising demand for building products and shift to branded 

products.  

Crystal Ball Gazing 

Revenue CAGR of 9% over FY19-FY23E led by ramp up 
in MDF, increased laminates exports and market 

share gains in plywood 

Leverage to decline from 0.6x in FY18 to 0.2x by 
C¸нн9Φ wh9Ωǎ ǘƻ Ŧŀƭƭ ƻƴ ƭƻǿŜǊ ŎŀǇŀŎƛǘȅ ǳǘƛƭƛȊŀǘƛƻƴǎ ŀǘ 

newer facilities 
Multiples to sustain 

PE multiple FY22E EPS Price target 

18x 12.3 220 

20x 12.3 245 

EPS CAGR of ~18%, exit 
multiple of 18x on FY22E 

EPS 

Cumulative Dividends of 
Rs.20/share 

Entry = Rs. 170@ 20x 
FY20E EPS 

TOTAL  
RETURN OF 

35% 

  FY11-FY14 FY14-FY18 FY19-FY23E 

Revenues CAGR 11% 12% 9% 

EBITDA CAGR 15% 18% 13% 

EBITDA margin 11% 16% 14% 

EPS CAGR -4% 25% 14% 

Total Asset Turnover (x) 1.66  1.58  1.54  

Total WC days 127.6  121.3  88.5  

Pre-tax OCF/EBITDA (%) 29% 91% 92% 

Post Tax OCF as a % of IC 6% 23% 18% 

Debt/EBITDA 2.98  1.86  1.06  

  FY11-FY14 FY14-FY18 FY19-FY23E 

RoE (%) 23% 33% 18% 

RoCE (%) 16% 19% 14% 

RoIC (%) 19% 26% 22% 

Average 1 yr fwd     

PE (x)  13.5 20.7 

EV/EBITDA (x)  8.5 13.6 

Peak 1 yr fwd     

PE (x)  18.3 28.3 

EV/EBITDA (x)  10.2 19.1 
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FY20E FY21E 

Old New Change Old New Change 

Revenue 31,391 32,834 4.6% 36,984 39,308 6.3% 

EBITDA  6,320 7,221 14.3% 7,917 9,224 16.5% 

Margin (%) 20.1% 22.0% 186 bps 21.4% 23.5% 206 bps 

PAT 4,636 5,221 12.6% 5,815 6,462 11.1% 

Margin (%) 14.8% 15.9% 113 bps 15.7% 16.4% 72 bps 

EPS 49.1  55.4  12.6% 61.6  68.5  11.1% 

Industry Capital Goods 

CMP Rs. 1775 

Target Price Rs. 2055 

Key Stock Data 

Bloomberg   AIAE IN 

Shares o/s  94mn 

Market Cap  Rs. 167bn 

52-wk High-Low   Rs. 2,026-1,423 

3m ADV Rs. 51mn 

Index BSE 500 

RESEARCH ANALYSTS 

ÁWe have a positive long term outlook on AIAE due to low penetration (10-
12%) of high chrome grinding media in the ~3mn MT of opportunity present 
in the mining segment (especially gold and copper verticals) providing 
attractive conversion platform for a shift from forged to high chrome 
grinding media and stronger focus on liner products  

ÁLow cost of operations (relative to competitors), centralized manufacturing 
facilities (present at a single location) and sourcing of power through 
captive sources are expected to provide operating leverage and competitive 
advantage for AIAE thereby sustaining healthy margins 

ÁExpect EBITDA margins to increase gradually to ~25% by FY23E due to its 
pricing power and strong operating leverage.  

ÁWhile !L!9Ωǎ cash flow generation has been healthy, we expect FCF/EBITDA 
conversion to be lower at 32% over FY19-23E (vs 37% over FY12-FY18) due 
to capex plans in FY19 & FY20. 

 

ÁWe expect !L!9Ωǎ revenue to normalize and register growth of 7% in FY20E 
(vs 26% in FY19 which had seen benefit of rupee depreciation). Mining 
volumes should see strong growth (~17% yoy) driven by recovery in global 
commodity markets, structural conversion from forged to high chrome 
grinding media, !L!9Ωǎ foray into new markets. Volumes in non-mining 
segment should witness ~5% yoy growth. 

ÁBlended realization should be at ~Rs.110/kg in FY20E (vs Rs.115/kg in FY19E) 
as benefits from rupee depreciation is largely behind atleast in the near 
term and revenue mix shifts towards mining which carriers relatively lower 
realization. 

ÁWe expect EBITDA margins to expand by marginally by 50bps to 22% yoy in 
FY20E (vs 21.5% in FY19E) led by operating leverage and improvement in 
operational efficiency. 

ÁWorking capital days to remain higher at ~170 days in FY20E. 

BUSINESS & EARNINGS ƶ

ÁWith growth in mining volume continuing, AIAE winning market share and 
foraying into key markets and segments, we expect growth momentum to 
sustain. We assign 30x multiple on FY21 earnings to arrive at a TP of Rs. 
2055.  We maintain our ά.¦¸έ rating 

ÁWe expect AIAE to deliver 50% return over a 3-year period assuming an exit 
multiple of 30x FY23E EPS and a cumulative dividend of  Rs. 39 over the next 
three years.  

 

ONE YEAR OUTLOOK THREE YEAR OUTLOOK 

{ŜǇΩму 5ŜŎΩму aŀǊΩмф 

Promoters     58.5 58.5  58.5  

Institutions 36.4 35.9  35.9  

Public  5.1 5.7  5.7  

Pledge 

BUSINESS & EARNINGS ƹƷ 

VALUATION MULTIPLES ƹƷ VALUATION MULTIPLES ƹƷ 

OUTLOOK REVIEW 4QFY19   
29 MAY 2019 

All figures in Rs. mn except EPS, which is in Rs. 

FINANCIAL SUMMARY 

Year 
Sales (Rs. 

mn)  
EBITDA 

(Rs. mn)  
PAT (Rs. 

mn)  
EPS (Rs.)  P/E (x)  RoE(%) 

FY19 30,695 6,599 5,108 54.2  32.8  15.6% 
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FY21E 39,308 9,224 6,462 68.5  25.9  15.4% 
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Quarterly Financial Statements 

Volume (MT) 

 Period FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Mining 63,400 72,500 96,000 1,06,056 1,00,684 1,26,479 1,38,399 1,70,224 1,98,334 2,30,067 

YoY Growth (%) 50.2% 14.4% 32.4% 10.5% -5.1% 25.6% 9.4% 23.0% 16.5% 16.0% 

Non mining 79,400 87,500 81,000 80,600 85,104 87,998 90,326 94,950 99,124 1,17,194 

YoY Growth (%) -5.0% 10.2% -7.4% -0.5% 5.6% 3.4% 2.6% 5.1% 4.4% 18.2% 

Total 1,42,800 1,60,000 1,77,000 1,86,656 1,85,788 2,14,477 2,28,725 2,65,174 2,97,457 3,47,261 

YoY Growth (%) 13.5% 12.0% 10.6% 5.5% -0.5% 15.4% 6.6% 15.9% 12.2% 16.7% 

Consolidated Quarterly Financial Result  

Rs. mn\ Period 31-Mar-19 31-Mar-18 YoY Growth 31-Dec-18 QoQ Growth FY18 FY19 YoY Growth 

Revenues 8,872 7,439 19.3% 7,264 22.1% 24,451 30,695 25.5% 

Material cost 3,778 3,135 20.5% 2,535 49.1% 9,644 12,255 27.1% 

Employee cost 323 285 13.6% 323 0.2% 1,132 1,264 11.7% 

Other expenditure 2,858 2,353 21.5% 2,755 3.7% 8,319 10,577 27.1% 

Operating Expenses 6,959 5,773 20.6% 5,612 24.0% 19,094 24,096 26.2% 

EBITDA 1,913 1,666 14.8% 1,652 15.8% 5,357 6,599 23.2% 

EBITDA margins 21.6% 22.4% -83bps 22.7% -119bps 21.9% 21.5% -41bps 

Depreciation 227 140 62.1% 216 5.0% 656 788 20.2% 

Other income 236 495 -52.3% 289 -18.4% 1,218 1,209 -0.8% 

EBIT 1,922 2,021 -4.9% 1,726 11.4% 5,919 7,019 18.6% 

Interest 20 29 -30.8% 20 -2.9% 69 75 9.0% 

PBT 1,902 1,993 -4.5% 1,705 11.6% 5,850 6,944 18.7% 

Tax 344 475 -27.7% 413 -16.8% 4,436 5,114 15.3% 

Effective tax rate 18.1% 23.8%   24.2%   75.8% 73.7%   

PAT 1,559 1,518 2.7% 1,292 20.6% 4,434 5,108 15.2% 

PAT margin 17.6% 20.4% -283bps 17.8% -22bps 18.1% 16.6% -149bps 

EPS (Rs. )               16.5                16.1  2.7%               13.7  20.6%               47.0                54.2  15.2% 



Page 9 

AIA Engineering 4QFY19 | BUY | Target Price of Rs. 2055 

Consolidated Financial Statements                 
Rs. mn FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 
Profit & Loss  

Revenue 14,167 17,513 20,801 21,836 20,984 22,460 24,451 30,695 32,834 39,308 

Gross profit 8,743 10,970 12,837 14,220 13,834 15,038 14,808 18,440 19,840 23,526 

EBITDA 2,733 3,102 5,022 5,848 6,094 6,347 5,357 6,599 7,221 9,224 

Depreciation 294 345 381 697 655 725 656 788 1,007 1,147 

EBIT 2,439 2,757 4,641 5,151 5,439 5,622 4,701 5,811 6,214 8,076 

Other Income 133 213 334 832 1,019 1,044 1,218 1,209 1,293 1,300 

Interest expense 44 55 63 39 49 45 69 75 38 0 

Exceptional items  0 0 -311 0 0 0 0 0 0 0 

PBT 2,528 2,916 4,600 5,943 6,409 6,620 5,850 6,944 7,468 9,377 

Reported PAT (after minority interest) 1,805 2,108 3,251 4,309 4,568 4,576 4,434 5,108 5,221 6,462 

Adj PAT 1,805 2,108 3,562 4,309 4,568 4,576 4,434 5,108 5,221 6,462 

EPS (Rs.) 19.1  22.3  37.8  45.7  48.4  48.5  47.0  54.2  55.4  68.5  

Balance Sheet                     

Net Worth 12,399 14,259 17,466 20,914 23,302 27,253 30,182 35,230 39,326 44,664 

Deferred Tax 158 132 200 246 496 712 735 870 870 870 

Total debt 457 1,587 900 641 1,506 1,158 1,231 1,279 0 0 

Other liabilities and provisions 902 1,342 2,423 2,495 1,620 1,571 1,791 1,213 1,334 1,468 

Total Networth and liabilities 13,916 17,320 20,989 24,296 26,924 30,694 33,939 38,592 41,530 47,001 

Gross Fixed assets 5,143 5,699 6,195 8,520 10,050 8,255 8,895 11,393 14,393 16,393 

Net fixed assets 3,561 3,772 3,886 5,514 6,525 6,504 6,515 8,224 10,216 11,069 

Capital work-in-progress 181 316 998 465 378 426 968 623 623 623 

Goodwill 0 0 0 0 197 196 196 198 198 198 

Investments 1,403 1,941 5,291 6,369 9,464 9,596 10,919 11,446 12,446 13,446 

Cash and bank balances 1,496 2,791 2,197 1,868 1,169 2,478 2,650 2,163 1,241 1,848 

Loans & advances and other assets 1,472 2,159 2,123 2,738 1,980 2,400 2,791 2,712 2,970 3,253 

Net working capital 5,804 6,342 6,493 7,343 7,212 9,095 9,902 13,226 13,836 16,565 

Total assets 13,916 17,320 20,989 24,296 26,924 30,694 33,939 38,591 41,530 47,001 

Capital Employed 13,014 15,978 18,566 21,801 25,304 29,123 32,148 37,379 40,195 45,533 

Invested Capital (CE - cash - CWIP) 9,934 10,931 10,080 13,100 14,294 16,633 17,621 23,682 27,422 32,152 

Net debt -1,039 -1,204 -1,298 -1,227 338 -1,320 -1,419 -884 -1,241 -1,848 

Cash Flows                      

Cash flows from Operations (Pre-tax) 1,520 2,303 5,651 4,986 7,692 3,925 4,552 3,943 7,739 7,615 

Cash flows from Operations (post-tax) 937 1,622 4,517 3,055 5,950 2,306 2,942 2,154 5,527 4,739 

Capex -1,069 -695 -1,111 -1,826 -1,782 -806 -1,378 -2,153 -3,000 -2,000 

Free cashflows -132 927 3,406 1,229 4,168 1,500 1,564 1 2,527 2,739 

Free cashflows (post interest costs) -176 872 3,342 1,190 4,119 1,452 1,494 -74 2,488 2,739 

Cash flows from Investing -862 -1,071 -4,199 -2,555 -4,493 -161 -2,050 -2,680 -4,000 -3,000 

Cash flows from Financing -105 744 -912 -832 -2,084 -909 -1,583 -1,046 -2,449 -1,132 

Total cash & liquid investments 2,899 4,732 7,488 8,237 10,633 12,064 13,560 13,073 12,151 12,758 

Financial Summary 
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Consolidated                 

  FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Growth ratios                 

Revenue 22.1% 23.6% 18.8% 5.0% -3.9% 7.0% 8.9% 25.5% 7.0% 19.7% 

EBITDA 9.7% 13.5% 61.9% 16.4% 4.2% 4.2% -15.6% 23.2% 9.4% 27.7% 

Adj PAT -1.6% 16.8% 54.2% 32.6% 6.0% 0.2% -3.1% 15.2% 2.2% 23.8% 

Margin ratios                     

Gross 61.7% 62.6% 61.7% 65.1% 65.9% 67.0% 60.6% 60.1% 60.4% 59.9% 

EBITDA 19.3% 17.7% 24.1% 26.8% 29.0% 28.3% 21.9% 21.5% 22.0% 23.5% 

Adj PAT 12.7% 12.0% 17.1% 19.7% 21.8% 20.4% 18.1% 16.6% 15.9% 16.4% 

Performance ratios                     

Pre-tax OCF/EBITDA 55.6% 74.2% 112.5% 85.3% 126.2% 61.9% 85.0% 59.7% 107.2% 82.6% 

OCF/IC (%) 9.4% 14.8% 44.8% 23.3% 41.6% 13.9% 16.7% 9.1% 20.2% 14.7% 

RoE (%) 15.7% 15.8% 22.5% 22.5% 20.7% 18.1% 15.4% 15.6% 14.0% 15.4% 

RoCE  (%) 15.4% 14.9% 20.4% 21.5% 19.5% 16.9% 14.7% 14.9% 13.5% 15.1% 

RoCE (Pre-tax) 21.5% 20.5% 28.8% 29.6% 27.4% 24.5% 19.3% 20.2% 19.4% 21.9% 

RoIC (Pre-tax) 27.6% 26.4% 44.2% 44.4% 39.7% 36.4% 27.4% 28.1% 24.3% 27.1% 

Fixed asset turnover (x) 3.1  3.2  3.5  3.0  2.3  2.5  2.9  3.0  2.5  2.6  

Total asset turnover (x) 1.1  1.1  1.1  1.0  0.8  0.8  0.8  0.8  0.8  0.9  

Financial stability ratios                     

Net Debt to Equity (x) (0.1) (0.1) (0.1) (0.1) 0.0  (0.0) (0.0) (0.0) (0.0) (0.0) 

Net Debt to EBITDA (x) (0.4) (0.4) (0.3) (0.2) 0.1  (0.2) (0.3) (0.1) (0.2) (0.2) 

Interest cover (x) 21.3  29.5  71.3  77.7  122.2  51.3  42.5  28.5  143.7  - 

Cash conversion days 150 132 114 123 125 148 148 157 154 154 

Working capital days 164 149 109 127 132 161 163 175 172 170 

Valuation metrics                     

Fully Diluted Shares (mn) 94 94 94 94 94 94 94 94 94 94 

Market cap (Rs.mn)             1,67,418       

P/E (x) 92.8  79.4  47.0  38.8  36.6  36.6  37.8  32.8  32.1  25.9  

P/OCF(x) 178.7  103.2  37.1  54.8  28.1  72.6  56.9  77.7  30.3  35.3  

EV (Rs.mn)  (ex-CWIP) 1,64,976 1,64,273 1,60,829 1,59,822 1,58,292 1,56,512 1,55,089 1,55,624 1,55,267 1,54,660 

EV/ EBITDA (x) 60.4  53.0  32.0  27.3  26.0  24.7  29.0  23.6  21.5  16.8  

EV/ OCF(x) 176.1  101.3  35.6  52.3  26.6  67.9  52.7  72.2  28.1  32.6  

FCF Yield -0.1% 0.6% 2.0% 0.7% 2.5% 0.9% 0.9% 0.0% 1.5% 1.6% 

Price to BV (x) 13.5  11.7  9.6  8.0  7.2  6.1  5.5  4.8  4.3  3.7  

Dividend pay-out (%) 15.7% 17.9% 15.9% 17.5% 37.2% 24.7% 17.0% 16.6% 18.1% 14.6% 

Dividend yield (%) 0.2% 0.2% 0.3% 0.5% 1.0% 0.7% 0.5% 0.5% 0.6% 0.6% 

Financial Summary 
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Over FY19-23E, AIAE to grow revenue and PAT by CAGR 15% and 17% respectively, on the back of continued market penetration 
in the high chrome grinding media market. Expect EBITDA margins to gradually improve through FY23E to ~25%  levels driven by 

better pricing power and operating leverage.  

Crystal Ball Gazing 

Expect revenue to grow by 15% CAGR 
RoE to come down in the medium term due to 

further capex planned 
Already trading at high multiple 

Limited scope for further expansion 

P/E multiple FY23E EPS (mn) Price target 

30.0x 87.7 2630 

32.0x 87.7 2805 

PAT CAGR of ~17%, exit 
multiple of 30x on FY23E 

EPS 

Cumulative Dividends of 
Rs. 39/share 

Entry = Rs. 1775@ 32x 
FY20E EPS 

TOTAL  
RETURN OF 

50% 

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

Revenues CAGR 17.7% 21.2% 3.8% 14.9% 

Gross Margin 54.7% 62.0% 64.6% 59.8% 

EBITDA CAGR 10.5% 35.6% -2.9% 19.6% 

EBITDA margin 24.5% 20.4% 26.5% 23.4% 

EPS CAGR 11.1% 40.5% 0.9% 16.8% 

Total Asset Turnover (x) 1.0  1.1  0.8  0.9  

Total WC days 135 141 146 171 

Pre-tax OCF/EBITDA (%) 63.4% 80.8% 89.6% 84.6% 

Post Tax OCF as a % of IC 17% 23% 24% 15% 

Debt/EBITDA (0.6) (0.3) (0.2) (0.2) 

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

RoE (%) 21.8% 18.0% 19.2% 15.8% 

RoCE (%) 21.2% 16.9% 18.2% 15.4% 

RoIC (%) 30.5% 23.4% 26.6% 19.2% 

Average 1 yr fwd 

PE (x) 15.4 14.0 23.1 27.4 

EV/EBITDA (x) 10.3 8.8 14.9 18.0 

Peak 1 yr fwd         

PE (x) 27.2 16.5 33.6 31.3 

EV/EBITDA (x) 17.2 11.1 22.2 20.9 
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AMBER ENTERPRISE 

find SPARK RESEARCH on 
(SPAK <go>) 

Rating: ƹƷ | Target price: ƶ | EPS: ƹƷ  

CMP 

Rs. 830 
1Y Target 

Rs. 729 
Rating 

SELL 

FINANCIAL SUMMARY 

Year 
Sales (Rs. 

mn)  
EBITDA 

(Rs. mn)  
PAT (Rs. 

mn)  
EPS (Rs.)  P/E (x)  RoE(%) 

FY19 27,520 2,129 937 29.8  27.9  10.0% 

FY20E 36,841 3,066 1,322 42.0  19.7  12.6% 

FY21E 41,329 3,469 1,527 48.6  17.1  13.0% 

KEY ESTIMATES REVISION 

FY20E FY21E 

Old New Change Old New Change 

Revenue 34,834 36,841 5.8% 40,884 41,329 1.1% 

EBITDA  2,742 3,066 11.8% 3,338 3,469 3.9% 

Margin (%) 7.9% 8.3% 45 bps 8.2% 8.4% 23 bps 

PAT 1,311 1,322 0.8% 1,542 1,527 -0.9% 

Margin (%) 3.8% 3.6% -18 bps 3.8% 3.7% -8 bps 

EPS 41.7  42.0  0.8% 49.0  48.6  -0.9% 

All figures in Rs. mn except EPS, which is in Rs. 

Industry Cons. Durables 

CMP Rs. 830 

Target Price Rs. 729 

Key Stock Data 

Bloomberg AMBER IN 

Shares o/s  31mn 

Market Cap  Rs. 26bn 

52-wk High-Low Rs. 1,128-621 

3m ADV Rs. 35mn 

Index BSE 500 

RESEARCH ANALYSTS 

Á We expect !a.9wΩǎ standalone revenue (core air conditioning) business 
growth to be at 20% yoy in FY20E (from a low base) to be driven by 
recovery in the end market demand in the air conditioning market and 
also due to addition of new customers (such as Carrier Midea, Havells, 
Flipkart etc). Consolidated growth should be higher at 34% yoy (from a 
high base), due to the recent acquisitions they had made (IL JIN, Ever and 
Sidwal Refrigerators). 

Á Consolidated EBITDA margin should see expansion of ~60bps ~8.3% (vs 
7.7% in FY19 which had been impacted due to poor season). However, cost 
pressure in the core manufacturing business due to rising input costs, 
rupee depreciation and lower margins in the acquired companies is 
expected to restrict further margin expansion. 

Á We expect operating cash flow to remain weak in FY20E as working capital 
requirement for the subs entities would be higher (as they cater to 
government projects). 

BUSINESS & EARNINGS ƹƷ

ÁWe maintain our negative stance on Amber as pace of growth is likely to 
reduce as new brand addition and retention becomes difficult increasingly, 
margins should remain under pressure as pricing power is low. We assign 
15x multiple on FY21E earnings to arrive at a TP of Rs. 729. Maintain ά{Ŝƭƭέ. 

ÁWe expect AMBER to deliver 21% return over a 3 year period assuming an 
exit multiple of 15x FY22E earnings and a cumulative dividend of Rs. 12 over 
the next three years.  

ONE YEAR OUTLOOK THREE YEAR OUTLOOK 

{ŜǇΩму 5ŜŎΩму aŀǊΩмф 

Promoters 44.0 44.0 44.0  

Institutions 18.4 18.8 18.8  

Public  37.6 37.2 37.2  

BUSINESS & EARNINGS ƹƷ 

VALUATION MULTIPLES ƹƷ VALUATION MULTIPLES ƹƷ 

OUTLOOK REVIEW 4QFY19 
29 MAY 2019 

RAVI SWAMINATHAN 

ravi@sparkcapital.in 

+91 44 4344 0058 

UTTHAM KUMAR R 

utthamkumar@sparkcapital.in  

+91 44 4344 0023 

Á We have a cautious three year view. While the air conditioner market has 
a sizeable headroom for growth, the addressable ODM/OEM market could 
be much smaller in size for AMBER.  

Á While brands like Voltas and Blue Star had moved towards an outsourcing 
model for manufacturing air conditioners largely, out interaction with 
leading Japanese brands suggest that they are likely to adopt out-sourcing 
as a concept only partly. 

Á We expect !ƳōŜǊΩǎ FCF/EBITDA to weak during the period FY19-23E at  
~5% vs 3% over FY12-FY18) due to incremental capex planned for setting 
up of new facility. 
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Quarterly Financial Statement 

Standalone Financial Result 

Rs. mn\ Period 31-Mar-19 31-Mar-18 YoY Growth 31-Dec-18 QoQ Growth FY18 FY19 YoY Growth 

Revenues 9,713 6,920 40.4% 3,888 149.8% 21,281 27,520 29.3% 

Material cost 8,098 5,759 40.6% 3,340 142.4% 17,688 23,132 30.8% 

Employee cost 111 112 -0.7% 98 12.7% 498 588 18.1% 

Other expenditure 480 370 29.6% 228 110.1% 1,259 1,672 32.7% 

Operating Expenses 8,688 6,241 39.2% 3,667 136.9% 19,445 25,391 30.6% 

EBITDA 1,024 679 50.9% 221 364.1% 1,835 2,129 16.0% 

EBITDA margin (%) 10.5% 9.8% 73 bps 5.7% 487 bps 8.6% 7.7% -89 bps 

Depreciation 131 113 15.6% 122 7.1% 490 623 27.1% 

Other income 49 8 506.3% 3 1638.4% 87 99 14.1% 

EBIT 942 574 64.2% 101 828.7% 1,432 1,605 12.0% 

Interest 52 72 -28.4% 35 48.7% 538 246   

PBT 891 502 77.4% 67 1233.0% 894 1,359 52.0% 

Tax 275 164 68.0% 28 870.7% 271 412 51.9% 

Effective tax rate 30.9% 32.6%   42.4%   30.3% 30.3%   

PAT 616 338 82.0% 38 1499.7% 623 937 50.3% 

PAT margin (%) 6.3% 4.9% 145 bps 1.0% 535 bps 2.9% 3.4% 48 bps 

EPS (Rs. )               19.6                10.8  82.0%                 1.2  1499.7%               19.8                29.8  50.3% 
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Abridged Financial Statements                 
Rs. mn FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Profit & Loss  
Revenue 6,202 8,757 9,734 12,303 10,890 16,519 21,281 27,520 36,841 41,329 
Gross profit 1,059 1,288 1,755 2,169 2,305 2,807 3,592 4,388 6,501 7,295 

EBITDA 306 553 749 1,026 1,137 1,305 1,835 2,129 3,066 3,469 

Depreciation 134 125 184 256 309 401 490 623 637 718 

EBIT 173 428 565 770 829 904 1,345 1,506 2,428 2,750 

Other Income 21 66 63 62 31 88 87 99 50 61 

Interest expense 0 203 323 428 532 635 538 246 437 446 

Exceptional items  0 0 0 0 0 0 0 0 0 0 

PBT 194 291 305 404 327 357 894 1,359 2,041 2,366 

Reported PAT (after minority interest) 134 195 216 288 241 221 623 937 1,322 1,527 

Adj PAT 134 195 216 288 241 221 623 937 1,322 1,527 

EPS (Rs.) 9.3  10.9  10.0  13.3  11.1  9.3  19.8  29.8  42.0  48.6  

Balance Sheet                     

Net Worth 760 1,357 2,131 2,385 2,626 3,627 8,928 10,051 11,269 12,673 

Deferred Tax 49 123 193 268 329 67 352 452 452 452 

Total debt 2,087 2,551 2,573 3,067 3,266 3,741 1,055 2,328 3,900 3,800 

Other liabilities and provisions 208 1,154 1,702 1,919 2,091 615 1,230 1,483 1,631 1,794 

Total Networth and liabilities 3,104 5,185 6,599 7,639 8,313 8,050 11,565 14,314 17,251 18,718 

Gross Fixed assets 2,012 3,073 3,967 5,041 6,007 6,958 8,666 10,269 11,369 12,469 

Net fixed assets 1,602 2,490 3,209 3,856 4,679 5,226 6,446 7,426 7,888 8,270 

Capital work-in-progress 53 239 522 519 357 213 297 337 337 337 

Goodwill 0 277 277 326 326 341 654 669 669 669 

Investments 10 0 0 0 0 0 57 0 0 0 

Cash and bank balances 385 432 506 289 184 352 1,338 447 518 671 

Loans & advances and other assets 242 666 770 859 868 586 750 1,365 1,502 1,652 

Net working capital 811 1,080 1,314 1,791 1,900 1,328 2,022 4,071 6,338 7,120 

Total assets 3,104 5,185 6,599 7,639 8,313 8,050 11,565 14,314 17,251 18,718 

Capital Employed 2,896 4,031 4,897 5,720 6,222 7,435 10,334 12,831 15,620 16,924 

Invested Capital (CE - cash - CWIP) 2,458 3,360 3,869 4,912 5,682 6,869 8,699 12,047 14,765 15,916 

Net debt 1,702 2,118 2,066 2,778 3,083 3,389 -283 1,881 3,382 3,129 

Cash Flows                      

Cash flows from Operations (Pre-tax) -8 629 1,182 900 1,627 1,508 1,438 -195 854 2,754 

Cash flows from Operations (post-tax) 6 628 1,137 809 1,522 1,417 1,270 -595 213 2,012 

Capex -537 -1,119 -1,092 -997 -1,012 -814 -1,024 -1,642 -1,100 -1,100 

Free cashflows -532 -491 44 -188 510 603 246 -2,236 -887 912 

Free cashflows (post interest costs) -532 -701 -341 -686 -89 27 -315 -2,482 -1,324 466 

Cash flows from Investing -537 -1,573 -1,152 -865 -839 -845 -1,520 -1,584 -1,100 -1,100 

Cash flows from Financing 895 977 -41 8 -679 -465 1,278 1,027 1,008 -692 

Total cash & liquid investments 385 432 506 289 184 352 1,338 447 518 671 

Financial Summary 
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  FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Growth ratios                 

Revenue 10.9% 41.2% 11.2% 26.4% -11.5% 51.7% 28.8% 29.3% 33.9% 12.2% 

EBITDA 1.0% 80.4% 35.5% 37.0% 10.9% 14.8% 40.6% 16.0% 44.0% 13.1% 

Adj PAT -31.3% 45.6% 11.0% 33.1% -16.2% -8.1% 181.4% 50.3% 41.1% 15.6% 

Margin ratios                     

Gross 17.1% 14.7% 18.0% 17.6% 21.2% 17.0% 16.9% 15.9% 17.6% 17.7% 

EBITDA 4.9% 6.3% 7.7% 8.3% 10.4% 7.9% 8.6% 7.7% 8.3% 8.4% 

Adj PAT 2.2% 2.2% 2.2% 2.3% 2.2% 1.3% 2.9% 3.4% 3.6% 3.7% 

Performance ratios                     

Pre-tax OCF/EBITDA -2.5% 113.7% 157.8% 87.8% 143.0% 115.5% 78.4% -9.2% 27.9% 79.4% 

OCF/IC (%) 0.2% 18.7% 29.4% 16.5% 26.8% 20.6% 14.6% -4.9% 1.4% 12.6% 

RoE (%) 18.4% 18.4% 12.4% 12.7% 9.6% 7.1% 9.9% 9.9% 12.4% 12.8% 

RoCE(%) 5.6% 9.7% 10.2% 11.2% 10.6% 9.0% 11.2% 9.7% 11.9% 11.8% 

RoCE (Pre-tax) 8.1% 14.3% 14.1% 15.7% 14.4% 14.5% 16.1% 13.9% 17.4% 17.3% 

RoIC (Pre-tax) 8.6% 14.7% 15.6% 17.5% 15.6% 14.4% 17.3% 14.5% 18.1% 17.9% 

Fixed asset turnover (x) 3.8  3.4  2.8  2.7  2.0  2.5  2.7  2.9  3.4  3.5  

Total asset turnover (x) 2.4  2.1  1.7  1.7  1.4  2.0  2.2  2.1  2.3  2.3  

Financial stability ratios                     

Net Debt to Equity (x) 2.2  1.6  1.0  1.2  1.2  0.9  (0.0) 0.2  0.3  0.2  

Net Debt to EBITDA (x) 5.6  3.8  2.8  2.7  2.7  2.6  (0.2) 0.9  1.1  0.9  

Interest cover (x) - 3.1  3.5  1.9  2.9  2.2  2.4  (2.4) 0.5  4.5  

Cash conversion days 48 45 49 53 64 29 35 54 63 63 

Working capital days 50 25 14 22 23 29 26 52 62 62 

Valuation metrics                     

Fully Diluted Shares (mn) 14 18 22 22 22 24 31 31 31 31 

Market cap (Rs.mn)             26,095       

P/E (x) 88.9  76.2  83.3  62.6  74.7  89.2  41.9  27.9  19.7  17.1  

P/OCF(x) 4,682.3  41.6  23.0  32.3  17.1  18.4  20.5  (43.9) 122.4  13.0  

EV (Rs.mn)(ex-CWIP) 27,797 28,214 28,162 28,873 29,178 29,484 25,812 27,977 29,477 29,224 

EV/ EBITDA (x) 90.7  51.0  37.6  28.2  25.7  22.6  14.1  13.1  9.6  8.4  

EV/ OCF(x) 4,987.7  44.9  24.8  35.7  19.2  20.8  20.3  (47.0) 138.2  14.5  

FCF Yield -2.0% -1.9% 0.2% -0.7% 2.0% 2.3% 0.9% -8.6% -3.4% 3.5% 

Price to BV (x) 34.3  19.2  12.2  10.9  9.9  7.2  2.9  2.6  2.3  2.1  

Dividend pay-out (%) 0.0% 29.4% 0.0% 0.0% 0.0% 22.6% 8.0% 0.0% 8.0% 8.0% 

Dividend yield (%) 0.0% 0.4% 0.0% 0.0% 0.0% 0.3% 0.2% 0.0% 0.4% 0.5% 

Financial Summary 
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Crystal Ball Gazing Crystal Ball Gazing 

Over FY19-23E,  AMBER to grow revenue and PAT by CAGR 17% and 22% respectively. We expect margins to remain at ~8.5% levels given 
!ƳōŜǊΩǎ .н. ōǳǎƛƴŜǎǎ ƳƻŘŜƭΦ 

We believe AMBER would register a revenue growth 
of 17% CAGR. EBITDA margin to be ~8.5% 

RoE to be capped at ~14-15% at best 
Already trading at high multiple 

Limited scope for further expansion 

P/E multiple FY23E EPS (mn) Price target 

15.0x 66.3 995 

13.0x 66.3 862 

PAT CAGR of ~22%, exit 
multiple of 15x on FY23E 

EPS 

Cumulative Dividends of 
Rs.12/share 

Entry = Rs. 830@ 20x 
FY20E EPS 

TOTAL  
RETURN OF 

21% 

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

Revenues CAGR - 25.3% 20.0% 17.3% 

Gross Margin - 16.6% 18.2% 17.3% 

EBITDA CAGR - 56.3% 21.4% 19.3% 

EBITDA margin - 6.3% 8.8% 8.2% 

EPS CAGR - 3.3% 14.3% 23.0% 

Total Asset Turnover (x) - 2.1  1.8  2.3  

Total WC days - 30 25 60 

Pre-tax OCF/EBITDA (%) - 89.7% 106.2% 51.7% 

Post Tax OCF as a % of IC - 16% 20% 7% 

Debt/EBITDA - 4.0  2.0  0.7  

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

RoE (%) - 16.4% 9.8% 12.8% 

RoCE (%) - 8.5% 10.5% 11.7% 

RoIC (%) - 9.1% 11.2% 12.3% 

Average 1 yr fwd 

PE (x) - - - - 

EV/EBITDA (x) - - - - 

Peak 1 yr fwd -   - - 

PE (x) - - - - 

EV/EBITDA (x) - - - - 
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BHEL 

find SPARK RESEARCH on 
(SPAK <go>) 

Rating: ƹƷ | Target price: ƶ | EPS: Ƹ 

CMP 

Rs. 72 
1Y Target 

Rs. 104 
Rating 

BUY 

FINANCIAL SUMMARY 

Year 
Sales  

(Rs. mn)  
EBITDA 

(Rs. mn)  
PAT  

(Rs. mn)  
EPS (Rs.)  P/E (x)  RoE(%) 

FY19 3,03,490 21,420 12,154 3.5  20.6  3.8% 

FY20E 3,56,737 34,728 21,750 6.6  10.9  6.8% 

FY21E 3,72,846 39,162 23,724 7.2  10.0  7.1% 

KEY ESTIMATES REVISION 

FY20E FY21E 

Old New Change Old New Change 

Revenue 3,43,092 3,56,737 4.0% 3,41,795 3,72,846 9.1% 

EBITDA  34,023 34,728 2.1% 37,682 39,162 3.9% 

Margin (%) 9.9% 9.7% -18 bps 11.0% 10.5% -52 bps 

PAT 21,292 21,750 2.2% 24,522 23,724 -3.3% 

Margin (%) 6.2% 6.1% -11 bps 7.2% 6.4% -81 bps 

EPS 6.5  6.6  2.2% 7.4  7.2  -3.3% 

All figures in Rs. mn except EPS, which is in Rs. 

Industry Capital Goods 

CMP Rs. 72 

Target Price Rs. 104 

Key Stock Data 

Bloomberg   BHEL IN 

Shares o/s  3,482mn 

Market Cap  Rs. 251bn 

52-wk High-Low   Rs. 87-56 

3m ADV Rs. 1,201mn 

Index BSE 500 

RESEARCH ANALYSTS 

ÁWe expect the order inflow environment for BHEL to improve over the next 
2-3 years driven by incremental thermal power capacity requirement from 
FY25 onwards which should translate to equipment ordering from FY20-
FY21 onwards. Replacement of ageing power plants and moderation in 
renewable capacity addition should also contribute to overall thermal 
equipment ordering momentum.  

ÁReduced competitive intensity due to exit/reduced scope of operations of a 
few competitors over the past 3-4 years should lead to better margin profile 
of new orders. 

ÁWith retirements in existing employee base likely to continue over the next 
2-3 years and write-off related to private sector clients largely behind we 
expect the EBITDA margin to expand from 7.1% in FY19 to ~12.5% by FY23E. 

ÁWorking capital position which was impacted due to execution of orders for 
state governments, should improve as these projects are completed and 
pipeline orders are more towards central government projects leading to 
FCF/EBITDA conversion of 37% over FY19-FY23E vs 13% over FY12-FY18. 

ÁWe expect .I9[Ωǎ revenue to register strong growth of 18% yoy in FY20E 
over a low base . Power segment should register strong growth of ~21% in 
FY20E (vs FY19 which had been impacted due to weak demand scenario) 
and industrials should grow by ~8-9% (from a high base) driven by 
incremental orders from transportation segment. 

ÁEBITDA margin should witness significant expansion by ~270bps to 9.7% (vs 
7.1% in FY19) driven by lower employee cost (retirements in existing 
employee base), lower provisions related to private sector write-offs and 
operating leverage.  

ÁWe expect order inflow to improve to ~380bn in FY20E as L1 orders worth 
~Rs.250bn are in the pipeline, 15GW of thermal power plants worth ~Rs. 
500-600bn are in the pipeline.  

ÁExpect working capital position to improve going forward as measures have 
been undertaken to lower its debtors. Also shift in mix of orders from 
central vs. state would help maintain WC. 

BUSINESS & EARNINGS ƹƷ

ÁThe stock has corrected by ~50% over the past one year and has factored in 
many of the negatives in our opinion. Incremental improvement in 
execution and gradual working capital improvement should improve cash 
flow going forward. We value the stock at 15x on FY21 EPS to arrive at a TP 
of Rs. 104 and maintain ά.ǳȅέ rating.  

ÁWe expect BHEL to deliver 94% return returns over 3-period assuming an 
exit multiple of 13x FY23E EPS and a cumulative dividend of Rs.10/share. 

ONE YEAR OUTLOOK THREE YEAR OUTLOOK 

{ŜǇΩму 5ŜŎΩму aŀǊΩмф 

Promoters     63.1 63.2  63.2  

Institutions 31.3 30.8  30.8  

Public  5.6 6.1  6.1  

Pledge 

BUSINESS & EARNINGS ƹƷ 

VALUATION MULTIPLES ƹƷ VALUATION MULTIPLES ƹƷ

OUTLOOK REVIEW 4QFY19   
29 MAY 2019 

RAVI SWAMINATHAN 

ravi@sparkcapital.in 

+91 44 4344 0058 

UTTHAM KUMAR R 

utthamkumar@sparkcapital.in  

+91 44 4344 0023 
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Quarterly Financial Statement 

Consolidated Financial Result 

Rs. mn\ Period 31-Mar-19 31-Mar-18 YoY Growth 31-Dec-18 QoQ Growth FY18 FY19 YoY Growth 

Revenues 1,02,972 1,02,130 0.8% 73,364 40.4% 2,89,257 3,03,490 4.9% 

Material cost 58,400 51,289 13.9% 45,808 27.5% 1,61,435 1,77,641 10.0% 

Employee cost 19,809 18,962 4.5% 13,015 52.2% 60,673 62,613 3.2% 

Other expenditure 10,811 18,955 -43.0% 12,354 -12.5% 47,832 41,816 -12.6% 

Operating Expenses 89,019 89,206 -0.2% 71,177 25.1% 2,69,941 2,82,070 4.5% 

EBITDA 13,952 12,924 8.0% 2,187 537.9% 19,317 21,420 10.9% 

EBITDA margin (%) 13.5% 12.7% 90 bps 3.0% 1057 bps 6.7% 7.1% 38 bps 

Depreciation 1,342 2,171 -38.2% 1,124 19.4% 7,864 4,748 -39.6% 

Other income 1,209 1,371 -11.8% 2,265 -46.6% 6,943 6,776 -2.4% 

EBIT 13,819 12,125 14.0% 3,328 315.3% 18,395 23,448 27.5% 

Interest 964 726 32.9% 577 67.1% 2,546 2,869 12.7% 

PBT 12,854 11,399 12.8% 2,751 367.3% 15,850 20,579 29.8% 

Tax 6,027 6,827 -11.7% 831 625.0% 7,784 8,425 8.2% 

Effective tax rate 46.9% 59.9%   30.2%   49.1% 40.9%   

PAT 6,827 4,572 49.3% 1,920 255.7% 8,066 12,154 50.7% 

PAT margin (%) 6.6% 4.5% 215 bps 2.6% 401 bps 2.8% 4.0% 122 bps 

EPS (Rs. )                 1.9                  1.2  49.3%                 0.5  255.7%                 2.2                  3.5  58.9% 
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Abridged Financial Statements                 
Rs. mn FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Profit & Loss                  
Revenue 4,79,789 4,84,247 3,91,088 3,01,830 2,54,826 2,84,470 2,89,257 3,03,490 3,56,737 3,72,846 
Gross profit 1,98,944 2,04,091 1,59,524 1,27,627 88,950 1,13,371 1,27,822 1,25,848 1,39,128 1,45,410 

EBITDA 99,069 93,898 45,198 20,986 -13,665 10,614 19,317 21,420 34,728 39,162 

Depreciation 8,000 9,534 9,829 10,773 9,357 8,488 7,864 4,748 5,204 5,604 

EBIT 91,069 84,364 35,369 10,213 -23,023 2,125 11,453 16,672 29,524 33,558 

Other Income 12,656 11,217 16,160 12,204 14,978 7,659 6,943 6,776 6,807 5,810 

Interest expense 513 1,253 1,326 917 3,595 3,506 2,546 2,869 2,869 2,869 

Exceptional items  0 0 0 -101 0 0 0 0 0 0 

PBT 1,03,211 94,329 50,203 21,399 -11,640 6,278 15,850 20,579 33,462 36,499 

Reported PAT (after minority interest) 70,396 66,143 34,608 14,192 -7,094 4,959 8,066 12,154 21,750 23,724 

Adj PAT 70,396 66,143 34,608 14,293 -7,094 4,959 8,066 12,154 21,750 23,724 

EPS (Rs.) 19.2  18.0  9.4  3.9  (1.9) 1.4  2.2  3.5  6.6  7.2  

Balance Sheet                     

Net Worth 2,53,732 3,04,441 3,30,132 3,40,846 3,21,811 3,22,944 3,26,011 3,13,999 3,27,688 3,43,729 

Deferred Tax -15,462 -15,507 -19,690 -22,207 -36,592 -38,414 -36,259 -35,145 -35,145 -35,145 

Total debt 1,859 14,152 26,548 610 1,263 896 572 25,527 19,145 14,359 

Other liabilities and provisions 2,97,961 2,72,825 2,70,257 2,42,097 2,35,544 1,95,059 1,99,939 1,83,853 1,83,853 1,83,853 

Total Networth and liabilities 5,38,090 5,75,911 6,07,248 5,61,345 5,22,025 4,80,486 4,90,263 4,88,234 4,95,541 5,06,796 

Gross Fixed assets 97,915 1,09,446 1,21,440 1,26,661 1,34,072 53,725 56,318 60,048 65,048 70,048 

Net fixed assets 42,968 44,966 47,131 41,578 39,632 35,959 30,688 29,670 29,466 28,862 

Capital work-in-progress 13,476 11,335 6,220 5,005 3,154 1,683 2,028 2,354 2,354 2,354 

Goodwill 0 0 0 0 1,457 0 0 0 0 0 

Investments 4,617 4,292 4,202 4,177 6,643 6,614 6,907 6,694 6,694 6,694 

Cash and bank balances 66,720 77,320 1,18,729 98,127 1,00,860 1,04,918 1,11,759 75,033 62,280 56,465 

Loans & advances and other assets 31,624 31,344 34,435 36,187 33,130 32,357 6,014 4,025 4,056 4,089 

Net working capital 3,78,684 4,06,653 3,96,531 3,76,271 3,37,149 2,98,954 3,32,866 3,70,458 3,90,690 4,08,332 

Total assets 5,38,090 5,75,911 6,07,248 5,61,346 5,22,025 4,80,485 4,90,263 4,88,234 4,95,541 5,06,796 

Capital Employed 2,40,129 3,03,087 3,36,991 3,19,249 2,86,481 2,85,426 2,90,324 3,04,381 3,11,688 3,22,943 

Invested Capital (CE - cash - CWIP) 1,59,933 2,14,431 2,12,042 2,16,117 1,82,467 1,78,825 1,76,538 2,26,993 2,47,053 2,64,123 

Net debt -64,861 -63,168 -92,181 -97,517 -99,597 -1,04,022 -1,11,187 -49,506 -43,135 -42,106 

Cash Flows                      

Cash flows from Operations (Pre-tax) 23,696 51,023 66,490 18,054 6,523 11,509 9,509 -11,849 24,463 31,488 

Cash flows from Operations (post-tax) -8,136 18,648 45,177 7,755 3,469 5,620 9,941 -26,819 12,752 18,713 

Capex -13,072 -9,885 -6,697 -4,568 -5,484 -3,530 -2,813 -4,056 -5,000 -5,000 

Free cashflows -21,208 8,763 38,480 3,187 -2,015 2,090 7,128 -30,875 7,752 13,713 

Free cashflows (post interest costs) -21,706 7,538 37,214 2,174 -2,269 1,454 6,755 -33,745 4,882 10,844 

Cash flows from Investing -3,297 -3,381 -1,681 4,643 884 -5,659 9,607 2,934 1,429 810 

Cash flows from Financing -18,149 -4,667 -2,092 -33,000 -1,239 -4,697 -6,710 13,729 -16,934 -15,339 

Total cash & liquid investments 66,720 77,320 1,18,729 98,127 1,00,860 1,04,918 1,11,759 75,033 62,280 56,465 

Financial Summary 
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  FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Growth ratios                 

Revenue 13.6% 0.9% -19.2% -22.8% -15.6% 11.6% 1.7% 4.9% 17.5% 4.5% 

EBITDA 15.4% -5.2% -51.9% -53.6% -165.1% -177.7% 82.0% 10.9% 62.1% 12.8% 

Adj PAT 23.6% -6.0% -47.7% -59.0% -150.0% -169.9% 62.7% 50.7% 79.0% 9.1% 

Margin ratios                     

Gross 41.5% 42.1% 40.8% 42.3% 34.9% 39.9% 44.2% 41.5% 39.0% 39.0% 

EBITDA 20.6% 19.4% 11.6% 7.0% -5.4% 3.7% 6.7% 7.1% 9.7% 10.5% 

Adj PAT 14.7% 13.7% 8.8% 4.7% -2.8% 1.7% 2.8% 4.0% 6.1% 6.4% 

Performance ratios                     

Pre-tax OCF/EBITDA 23.9% 54.3% 147.1% 86.0% -47.7% 108.4% 49.2% -55.3% 70.4% 80.4% 

OCF/IC (%) -5.1% 8.7% 21.3% 3.6% 1.9% 3.1% 5.6% -11.8% 5.2% 7.1% 

RoE (%) 30.9% 23.7% 10.9% 4.3% -2.1% 1.5% 2.5% 3.8% 6.8% 7.1% 

RoCE  (%) 33.6% 24.7% 11.1% 4.5% -1.6% 2.7% 3.3% 4.7% 7.7% 8.1% 

RoCE (Pre-tax) 49.3% 35.2% 16.1% 6.8% -2.7% 3.4% 6.4% 7.9% 11.8% 12.4% 

RoIC (Pre-tax) 80.2% 45.1% 16.6% 4.8% -11.6% 1.2% 6.4% 8.3% 12.5% 13.1% 

Fixed asset turnover (x) 5.4  4.7  3.4  2.4  2.0  3.0  5.3  5.2  5.7  5.5  

Total asset turnover (x) 1.0  0.9  0.7  0.5  0.5  0.6  0.6  0.6  0.7  0.7  

Financial stability ratios                     

Net Debt to Equity (x) (0.3) (0.2) (0.3) (0.3) (0.3) (0.3) (0.3) (0.2) (0.1) (0.1) 

Net Debt to EBITDA (x) (0.7) (0.7) (2.0) (4.6) 7.3  (9.8) (5.8) (2.3) (1.2) (1.1) 

Interest cover (x) (15.9) 14.9  34.1  8.5  1.0  1.6  3.9  (9.3) 4.4  6.5  

Cash conversion days 288 307 370 455 483 384 420 446 400 400 

Working capital days 85 124 150 206 193 175 175 229 216 224 

Valuation metrics                     

Fully Diluted Shares (mn) 3,671 3,671 3,671 3,671 3,671 3,671 3,671 3,482 3,293 3,293 

Market cap (Rs.mn)             2,50,708       

P/E (x) 3.8  4.0  7.6  18.5  (37.3) 53.3  32.8  20.6  10.9  10.0  

P/OCF(x) (30.8) 13.4  5.5  32.3  72.3  44.6  25.2  (9.3) 19.7  13.4  

EV (Rs.mn)  (ex-CWIP) 1,85,846 1,87,539 1,58,527 1,53,191 1,51,111 1,46,685 1,39,521 2,01,201 2,07,573 2,08,602 

EV/ EBITDA (x) 1.9  2.0  3.5  7.3  (11.1) 13.8  7.2  9.4  6.0  5.3  

EV/ OCF(x) (22.8) 10.1  3.5  19.8  43.6  26.1  14.0  (7.5) 16.3  11.1  

FCF Yield -8.5% 3.5% 15.3% 1.3% -0.8% 0.8% 2.8% -12.3% 3.1% 5.5% 

Price to BV (x) 1.0  0.8  0.8  0.7  0.8  0.8  0.8  0.8  0.8  0.7  

Dividend pay-out (%) 33.4% 20.0% 20.0% 19.9% -20.7% 57.8% 82.8% 57.3% 30.3% 27.8% 

Dividend yield (%) 8.9% 5.0% 2.6% 1.1% 0.6% 1.1% 2.5% 2.8% 2.8% 2.8% 

Financial Summary 
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Over FY19-но9Σ .I9[Ωǎ ǊŜǾŜƴǳŜ ǘƻ ƎǊƻǿ ōȅ Ϥф҈ /!DwΦ hǇŜǊŀǘƛƴƎ ƭŜǾŜǊŀƎŜ ǘƻ ƘŜƭǇ ǊŜƎƛǎǘŜǊ ŀ t!¢ /!Dw ƻŦ нф҈ όŦǊƻƳ ŀ ƭƻǿ 
earnings base) over the same period. 

Crystal Ball Gazing 

Expect revenue to grow by CAGR 9% over FY19-FY23E Return metrics to improve from a low base 
Muted order inflow visibility limits the  
scope for further multiple expansion 

P/E multiple FY23E EPS (mn) Price target 

15.0x 10.1 152 

13.0x 10.1 131 

PAT CAGR of 29%, exit 
multiple of 13x on FY23E 

EPS 

Cumulative Dividends of 
Rs. 8/share 

Entry price of Rs. 72@ 
11x FY20E EPS 

TOTAL  
RETURN OF 

94% 

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

Revenues CAGR 28.9% -9.7% -1.4% 8.5% 

Gross Margin 42.1% 41.5% 40.3% 39.5% 

EBITDA CAGR 31.9% -32.5% -2.7% 25.4% 

EBITDA margin 18.2% 17.2% 3.0% 10.3% 

EPS CAGR 28.1% -29.9% -17.4% 30.5% 

Total Asset Turnover (x) 0.9  0.8  0.5  0.7  

Total WC days -0 120 187 213 

Pre-tax OCF/EBITDA (%) 102.6% 75.1% 49.0% 70.0% 

Post Tax OCF as a % of IC -269% 8% 4% 7% 

Debt/EBITDA (1.8) (1.1) (3.2) (1.6) 

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

RoE (%) 29.7% 21.8% 1.5% 6.8% 

RoCE (%) 33.3% 23.1% 2.2% 7.8% 

RoIC (%) - 32.6% 0.1% 8.7% 

Average 1 yr fwd 

PE (x) 20.7 10.3 23.7 16.5 

EV/EBITDA (x) 14.0 6.3 13.9 6.4 

Peak 1 yr fwd         

PE (x) 36.4 16.3 35.7 20.9 

EV/EBITDA (x) 23.5 10.5 24.5 10.1 
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CMP 

Rs. 2424 
1Y Target 

Rs. 2184 
Rating 

REDUCE 

FINANCIAL SUMMARY 

Year 
Sales  

(Rs. mn)  
EBITDA 

(Rs. mn)  
PAT  

(Rs. mn)  
EPS (Rs.)  P/E (x)  RoE(%) 

FY19 29,845 1,349 634 55.9  43.4  18.3% 

FY20E 35,238 1,655 815 72.0  33.7  19.6% 

FY21E 40,512 1,951 990 87.4  27.7  19.9% 

KEY ESTIMATES REVISION 

FY20E FY21E 

Old New Change Old New Change 

Revenue 33,927 35,238 3.9% 38,518 40,512 5.2% 

EBITDA  1,706 1,655 -3.0% 1,930 1,951 1.1% 

Margin (%) 5.0% 4.7% -33 bps 5.0% 4.8% -20 bps 

PAT 841 815 -3.0% 968 990 2.3% 

Margin (%) 2.5% 2.3% -16 bps 2.5% 2.4% -7 bps 

EPS 74.2  72.0  -3.0% 85.4  87.4  2.3% 

All figures in Rs. mn except EPS, which is in Rs. 

Industry Cons. Durables 

CMP Rs. 2424 

Target Price Rs. 2184 

Key Stock Data 

Bloomberg DIXON IN 

Shares o/s  11mn 

Market Cap  Rs. 28bn 

52-wk High-Low Rs. 3,538-1,890 

3m ADV Rs. 21mn 

Index BSE 500 

RESEARCH ANALYSTS 

Á We expect 5L·hbΩǎ FY20E revenue to grow by 18% (from a low base in 
FY19) majorly led by Consumer electronics to grow by 20% led by new 
customer additions. Growth in home appliance (washing machine) should 
be healthy at 25% yoy. Lighting segment to grow by 15% yoy, mobile 
phones to grow by 10% yoy whereas reverse logistics segment to witness 
muted growth yoy (from a negative base).  

Á EBITDA margin should witness expansion by ~20bps to 4.7% in FY20E vs 
(4.5% in FY19E) led by increasing mix in ODM share. We do not expect 
margins to improve further as pricing power is low for DIXON.  

Á PAT to grow by 29% to Rs. 815mn in FY20E.  

Á Capex during the year FY20E should be ~Rs.600mn. Cash flow from 
operations to remain muted at Rs. 0.5bn and free cash flows to be 
negative during the period.  

 

BUSINESS & EARNINGS ƹƷ

ÁWe maintain our cautious stance on DIXON. Increasing uncertainty on 
medium term growth visibility on certain segments (reverse logistics, CCTVs 
and mobile) and possible margin pressure remains a concern. Also, 
valuation remains elevated at ~34x FY20E. We assign 25x on FY21E EPS to 
arrive at a target price of Rs.2184. Maintain άwŜŘǳŎŜέ rating 

ÁWe expect DIXON to deliver 29% return over a 3 year period assuming an 
exit multiple of 25x FY23E earnings and a cumulative dividend of Rs.25 over 
the next three years.  

ONE YEAR OUTLOOK THREE YEAR OUTLOOK 

{ŜǇΩму 5ŜŎΩму aŀǊΩмф 

Promoters 38.9 38.9  38.9  

Institutions 32.2 30.5  30.5  

Public  28.9 30.6  30.6  

Pledge 

BUSINESS & EARNINGS ƹƷ 

VALUATION MULTIPLES ƹƷ VALUATION MULTIPLES ƹƷ 

OUTLOOK REVIEW 4QFY19 
27 MAY 2019 

RAVI SWAMINATHAN 

ravi@sparkcapital.in 

+91 44 4344 0058 

UTTHAM KUMAR R 

utthamkumar@sparkcapital.in  

+91 44 4344 0023 

Á We have a cautious 3-year view on DIXON. While growth in lighting, 
consumer electronics (LED TVs) and Home Appliances (washing machines) 
is likely to be healthy through new client addition, risks of margin dilution 
and working capital expansion is high incrementally. 

Á In mobiles, while the market is seeing rapid growth, market share even 
among the top players keep fluctuating significantly especially after the 
entry of Chinese players (Xiaomi, Vivo, Oppo, etc) in the market. Growth 
uncertainty persists in the mobiles segment as while DIXON is in talk with a 
few potential clients translation of them into revenue might take time . 

Á With increasing working capital (~31 days through FY19-FY23E), we expect 
cash generations to be lower at (Rs. 1.6bn FCF over FY19-23E) with ~16% 
FCF/EBITDA conversion over FY19-FY23E 
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Quarterly Financial Statement 

Consolidated Financial Result 

Rs. mn\ Period 31-Mar-19 31-Mar-18 YoY Growth 31-Dec-18 QoQ Growth FY18 FY19 YoY Growth 

Revenues 8,588 5,978 43.7% 7,940 8.2% 28,416 29,845 5.0% 

Material cost 7,523 5,119 47.0% 6,957 8.1% 25,104 26,093 3.9% 

Employee cost 273 200 36.8% 193 41.6% 728 839 15.3% 

Other expenditure 418 386 8.3% 400 4.5% 1,466 1,564 6.7% 

Operating Expenses 8,213 5,704 44.0% 7,550 8.8% 27,297 28,496 4.4% 

EBITDA 375 275 36.6% 390 -3.9% 1,119 1,349 20.5% 

EBITDA margin (%) 4.4% 4.6% -23 bps 4.9% -55 bps 3.9% 4.5% 58 bps 

Depreciation 62 45 37.1% 59 4.9% 152 217 42.6% 

Other income 19 16 16.8% 6 224.1% 42 56 35.0% 

EBIT 332 246 35.2% 337 -1.5% 1,009 1,189 17.8% 

Interest 88 43 105.1% 65 35.4% 128 250   

PBT 244 203 20.4% 272 -10.3% 881 938 6.5% 

Tax 79 62 27.9% 96 -17.7% 273 305 11.5% 

Effective tax rate 32.3% 30.4%   35.2%   31.0% 32.5%   

PAT 165 141 17.1% 176 -6.3% 608 634 4.2% 

PAT margin (%) 1.9% 2.4% -44 bps 2.2% -30 bps 2.1% 2.1% -2 bps 

EPS (Rs. )               14.6                12.5  17.1%               15.6  -6.3%               53.7                55.9  4.2% 



Page 24 

Dixon Technologies Outlook Review 4QFY19 | REDUCE | Target Price of Rs. 2184 

Product-wise Segment Analysis  

Rs. mn\ Period 31-Mar-19 31-Mar-18 YoY Growth 31-Dec-18 QoQ Growth FY18 FY19 YoY Growth 

Revenue                 
Consumer Electronics 3,233 2,136 51.3% 2,879 12.3% 10,735 11,937 11.2% 
% of total Revenue 38% 36%   36%   38% 40%   
Lighting Products 3,049 2,132 43.0% 2,341 30.2% 7,742 9,194 18.8% 
% of total Revenue 36% 36%   29%   27% 31%   
Home appliances 926 810 14.2% 923 0.3% 2,503 3,744 49.6% 
% of total Revenue 11% 14%   12%   9% 13%   
Mobile Phones 669 772 -13.4% 1,511 -55.7% 6,698 3,549 -47.0% 
% of total Revenue 8% 13%   19%   24% 12%   
Reverse Logistics 26 123 -79.3% 32 -19.3% 734 302 -58.9% 
% of total Revenue 0% 2%   0%   3% 1%   
Security Systems 687 5 NM 254 170.3% 5 1,120 NM 
% of total Revenue 8% 0%   3%   0% 4%   
Total 8,588 5,978 43.7% 7,940 8.2% 28,416 29,845 5.0% 
                  
EBITDA                 
Consumer Electronics 41 29 39.5% 60 -32.1% 231 249 8.2% 
% of total EBIT 11% 11%   15%   21% 18%   
Lighting Products 216 135 60.5% 189 14.5% 469 660 40.7% 
% of total EBIT 58% 2%   48%   42% 49%   
Home appliances 95 110 -14.0% 99 -4.6% 307 370 20.6% 
% of total EBIT 25% 2%   25%   27% 27%   
Mobile Phones 17 9 89.7% 44 -62.3% 65 74 13.8% 
% of total EBIT 4% 0%   11%   6% 6%   
Reverse Logistics & security -9 -4 116.7% -3 250.0% 58 -17 -129.7% 
% of total Revenue -2% 0%   -1%   5% -1%   
Security Systems 16 -4 NM 1 NM -9 12 NM 
% of total Revenue 4% 0%   0%   -1% 1%   
Total 375 274 36.7% 390 -3.9% 1,120 1,349 20.4% 
                  
EBITDA margin                 
Consumer Electronics 1.3% 1.4% -11 bps 2.1% -83 bps 2.1% 2.1% -6 bps 
Lighting Products 7.1% 6.3% 77 bps 8.1% -97 bps 6.1% 7.2% 112 bps 
Home appliances 10.2% 13.6% -336 bps 10.8% -53 bps 12.3% 9.9% -237 bps 
Mobile Phones 2.5% 1.1% 134 bps 2.9% -43 bps 1.0% 2.1% 112 bps 
Reverse Logistics & security -35.7% -3.4% NM -8.2% NM 7.8% -5.7% NM 
Security Systems 2.3% -87.8% NM 0.3% 199 bps NM 1.1% NM 
Total 4.4% 4.6% -22 bps 4.9% -55 bps 3.9% 4.5% 58 bps 
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Abridged Financial Statements                 
Rs. mn FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Profit & Loss  
Revenue 5,724 7,669 10,937 12,013 13,894 24,570 28,416 29,845 35,238 40,512 
Gross profit 966 1,073 976 1,169 1,771 2,769 3,313 3,752 4,430 5,093 

EBITDA 52 201 260 322 568 912 1,119 1,349 1,655 1,951 

Depreciation 49 47 53 69 84 107 152 217 262 292 

EBIT 3 154 207 253 484 805 967 1,132 1,394 1,659 

Other Income 14 11 34 18 28 14 42 56 51 54 

Interest expense 106 115 112 98 131 155 128 250 237 248 

Exceptional items  0 0 54 0 -28 0 0 0 0 0 

PBT -89 51 182 173 353 664 881 938 1,208 1,466 

Reported PAT (after minority interest) -70 50 136 119 273 476 608 634 815 990 

Adj PAT -70 50 82 119 300 476 608 634 815 990 

EPS (Rs.) (22.6) 16.2  26.3  38.2  96.8  43.3  53.7  55.9  72.0  87.4  

Balance Sheet                     

Net Worth 569 627 758 879 1,176 1,971 3,150 3,782 4,549 5,420 

Deferred Tax 17 32 60 62 72 0 41 160 160 160 

Total debt 1,194 943 936 823 796 430 406 1,361 1,800 1,500 

Other liabilities and provisions 96 81 167 122 217 457 911 646 711 782 

Total Networth and liabilities 1,877 1,683 1,921 1,886 2,260 2,857 4,508 5,949 7,219 7,861 

Gross Fixed assets 1,069 1,121 1,175 1,339 1,562 1,472 2,051 2,886 3,486 3,886 

Net fixed assets 786 795 842 970 1,125 1,366 1,790 2,409 2,748 2,856 

Capital work-in-progress 38 52 0 0 0 20 159 188 188 188 

Goodwill 4 4 0 0 111 0 0 0 0 0 

Investments 44 65 63 60 0 0 111 76 76 76 

Cash and bank balances 57 58 46 69 75 153 441 367 389 447 

Loans & advances and other assets 495 480 548 452 547 722 922 1,135 1,248 1,373 

Net working capital 453 229 422 334 403 594 1,083 1,758 2,554 2,905 

Total assets 1,877 1,683 1,921 1,886 2,260 2,857 4,508 5,933 7,203 7,845 

Capital Employed 1,781 1,602 1,754 1,764 2,043 2,401 3,597 5,287 6,492 7,064 

Invested Capital (CE - cash - CWIP) 1,686 1,492 1,707 1,695 1,969 2,228 2,996 4,732 5,916 6,429 

Net debt 1,138 886 890 754 721 276 -35 994 1,411 1,053 

Cash Flows                      

Cash flows from Operations (Pre-tax) 65 463 79 486 509 683 881 248 853 1,592 

Cash flows from Operations (post-tax) 39 450 104 445 422 529 680 -52 469 1,124 

Capex -83 -87 -85 -221 -270 -391 -758 -864 -600 -400 

Free cashflows -44 362 19 224 152 138 -78 -915 -131 724 

Free cashflows (post interest costs) -149 246 -93 126 21 -17 -211 -1,166 -368 476 

Cash flows from Investing -42 -86 12 -222 -216 -434 -997 -829 -600 -400 

Cash flows from Financing 7 -367 -128 -223 -200 -84 416 677 153 -666 

Total cash & liquid investments 57 58 46 69 75 153 441 367 389 447 

Financial Summary 
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  FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Growth ratios                 

Revenue - 34.0% 42.6% 9.8% 15.7% 76.8% 15.7% 5.0% 18.1% 15.0% 

EBITDA - 290.1% 29.2% 23.9% 76.3% 60.6% 22.7% 20.5% 22.7% 17.9% 

Adj PAT - -171.8% 169.7% -12.8% 129.9% 74.5% 27.8% 4.2% 28.7% 21.4% 

Margin ratios                     

Gross 16.9% 14.0% 8.9% 9.7% 12.7% 11.3% 11.7% 12.6% 12.6% 12.6% 

EBITDA 0.9% 2.6% 2.4% 2.7% 4.1% 3.7% 3.9% 4.5% 4.7% 4.8% 

Adj PAT -1.2% 0.7% 0.7% 1.0% 2.2% 1.9% 2.1% 2.1% 2.3% 2.4% 

Performance ratios                     

Pre-tax OCF/EBITDA 125.9% 230.3% 30.3% 150.9% 89.6% 74.9% 78.7% 18.4% 51.6% 81.6% 

OCF/IC (%) 2.3% 30.1% 6.1% 26.3% 21.4% 23.7% 22.7% -1.1% 7.9% 17.5% 

RoE (%) -24.6% 8.4% 11.8% 14.5% 29.2% 30.2% 23.7% 18.3% 19.6% 19.9% 

RoCE(%) 1.6% 6.9% 11.6% 11.6% 20.8% 26.4% 23.2% 18.1% 16.6% 17.1% 

RoCE (Pre-tax) 1.8% 9.8% 14.3% 15.4% 26.9% 36.9% 33.6% 26.8% 24.5% 25.3% 

RoIC (Pre-tax) 0.3% 9.7% 12.9% 14.9% 26.4% 38.4% 37.0% 29.3% 26.2% 26.9% 

Fixed asset turnover (x) 10.7  7.0  9.5  9.6  9.6  16.2  16.1  12.1  11.1  11.0  

Total asset turnover (x) 6.1  4.3  6.1  6.3  6.7  9.6  7.7  5.7  5.4  5.4  

Financial stability ratios                     

Net Debt to Equity (x) 2.0  1.4  1.2  0.9  0.6  0.1  (0.0) 0.3  0.3  0.2  

Net Debt to EBITDA (x) 22.1  4.4  3.4  2.3  1.3  0.3  (0.0) 0.7  0.9  0.5  

Interest cover (x) 0.4  3.9  0.9  4.5  3.2  3.4  5.3  (0.2) 2.0  4.5  

Cash conversion days 29 11 14 10 11 9 14 21 26 26 

Working capital days 54 30 27 20 19 13 14 27 32 32 

Valuation metrics                     

Fully Diluted Shares (mn) 3 3 3 3 3 11 11 11 11 11 

Market cap (Rs.mn)             27,464       

P/E (x) (107.2) 149.3  92.1  63.4  25.0  56.0  45.2  43.4  33.7  27.7  

P/OCF(x) 701.9  61.1  264.2  61.7  65.1  51.9  40.4  (532.2) 58.6  24.4  

EV (Rs.mn)(ex-CWIP) 28,601 28,349 28,353 28,218 28,185 27,740 27,429 28,458 28,875 28,517 

EV/ EBITDA (x) 554.5  140.9  109.1  87.6  49.6  30.4  24.5  21.1  17.4  14.6  

EV/ OCF(x) 730.9  63.0  272.8  63.4  66.8  52.5  40.3  (551.5) 61.6  25.4  

FCF Yield -0.2% 1.3% 0.1% 0.8% 0.6% 0.5% -0.3% -3.3% -0.5% 2.6% 

Price to BV (x) 48.2  43.8  36.2  31.2  23.4  13.9  8.7  7.3  6.0  5.1  

Dividend pay-out (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 3.7% 3.6% 5.0% 10.0% 

Dividend yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.4% 

Financial Summary 
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Crystal Ball Gazing 

Over FY19-23E, Dixon to grow revenue and PAT by CAGR 15% and 22% respectively, driven by growth in consumer electronics, 
lighting and home appliances segment and foray into new divisions like CCTV/DVR. EBITDA margin should be range bound at ~5%. 

9ȄǇŜŎǘ 5L·hbΩǎ ǊŜǾŜƴǳŜ ǘƻ ƎǊƻǿ ōȅ мр҈ /!DwΦ 
EBITDA margin to be ~5% 

RoEs to be ~20% going forward 
Already trading at high multiple 

Limited scope for further expansion 

P/E multiple FY23E EPS (mn) Price target 

23.0x 123.7 2845 

25.0x 123.7 3092 

PAT CAGR of ~22%, exit 
multiple of 25x on FY23E 

EPS 

Cumulative Dividends of 
Rs. 25/share 

Entry = Rs. 2424@ 34x 
FY20E EPS 

TOTAL  
RETURN OF 

29% 

  FY12-FY14 FY15-FY18 FY19-FY23E 

Revenues CAGR 38.2% 33.2% 15.2% 

Gross Margin 13.3% 11.4% 12.6% 

EBITDA CAGR 124.5% 51.5% 16.7% 

EBITDA margin 2.0% 3.6% 4.7% 

EPS CAGR - 12.0% 22.0% 

Total Asset Turnover (x) 5.5  7.6  5.6  

Total WC days 37 17 31 

Pre-tax OCF/EBITDA (%) 128.8% 98.5% 63.6% 

Post Tax OCF as a % of IC 13% 24% 12% 

Debt/EBITDA 10.0  1.0  0.5  

  FY12-FY14 FY15-FY17 FY18-FY23E 

RoE (%) - 24.4% 19.5% 

RoCE (%) 6.7% 20.5% 17.5% 

RoIC (%) 5.9% 21.2% 19.0% 

Average 1 yr fwd 

PE (x) - 39.0 40.0 

EV/EBITDA (x) - 24.0 24.3 

Peak 1 yr fwd     

PE (x) - 52.1 52.1 

EV/EBITDA (x) - 31.2 31.2 
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ELGI EQUIPMENTS 

find SPARK RESEARCH on 
(SPAK <go>) 

Rating: ƹƷ | Target price: ƶ | EPS: ƶ 

CMP 

Rs. 278 
1Y Target 

Rs. 218 
Rating 

SELL 

KEY ESTIMATES REVISION - Consolidated 

FY20E FY21E 

Old New Change Old New Change 

Revenue 20,758 21,111 1.7% 22,683 23,748 4.7% 

EBITDA  2,299 2,269 -1.3% 2,663 2,732 2.6% 

Margin (%) 11.1% 10.7% -33 bps 11.7% 11.5% -24 bps 

PAT 1,253 1,232 -1.7% 1,449 1,531 5.6% 

Margin (%) 6.0% 5.8% -20 bps 6.4% 6.4% 6 bps 

EPS 7.9  7.8  -1.7% 9.1  9.7  5.6% 

Industry Capital Goods 

CMP Rs. 278 

Target Price Rs. 218 

Key Stock Data 

Bloomberg ELEQ IN 

Shares o/s  158mn 

Market Cap  Rs. 44bn 

52-wk High-Low Rs. 315-219 

3m ADV Rs. 20mn 

Index BSE500 

RESEARCH ANALYSTS 

ÁWe have a cautious three-year outlook on ELEQ. Moderation in demand 
environment (from a high base) across key sectors like mining, construction, 
major industries, etc over the next 3-years could lead to topline growth of 
~13% CAGR FY19-23E. 

ÁEBITDA margins to be range bound at ~12.5% during the period FY19-23E 
led by various people and process improvement initiatives undertaken 
beyond which margin expansion possibilities could remain low given the 
high base and competitive environment. 

ÁWe expect 9[9vΩǎ free cash flow to improve  to Rs. 6.7bn over FY19-23E (vs 
negative Rs.1.3bn over FY12-FY18) leading to FCF/EBITDA conversion of 48% 
over FY19-23E. 

 

 

ÁWe expect Elgi Equipments (ELEQ) growth to moderate from a high base to 
13% yoy in FY20E driven by a combination of growth in both domestic and 
international markets. Domestic market growth should continue to be 
driven by infrastructure demand and a possible recovery from industrial 
demand. International segment to be driven by traction from US and 
Europe.  

ÁEBITDA margin (consolidated) should witness marginal expansion by 40bps 
to 10.7% in FY20E (vs. 10.3% in FY19) led by operating leverage. Though 
manpower additions related to US operations are largely done, the 
company plans to add manpower in Europe region which restricts further 
margin expansion currently. 

ÁSubsidiary revenue should also grow by ~10% yoy in FY20E driven by growth 
in key international subsidiaries especially in the U.S and also recent 
acquisitions. EBITDA margin to see contraction by ~20bps to 9.0% by FY20E 
(vs 7.5% in FY19). 

BUSINESS & EARNINGS ƹƷ

ÁWhile current growth momentum in both domestic and international 
markets are healthy, there are risks related to possible moderation in 
growth over a high base. The current stock price has largely factored in the 
near term growth and also medium term margin expansion possibly. 
Valuations also remain high at ~36x FY20 earnings. Therefore we would 
maintain our negative stance on the stock with a TP of Rs. 218, 25x on FY21E 
earnings. 

ÁWe expect ELEQ to deliver 23% return over a 3 year period assuming an exit 
multiple of 23x FY23E EPS and a cumulative dividend of Rs. 13 over the next 
three years.  

 

ONE YEAR OUTLOOK THREE YEAR OUTLOOK 

{ŜǇΩму 5ŜŎΩму aŀǊΩмф 

Promoters 31.9 31.9  31.9  

Institutions 28.0 27.4  27.4  

Public  40.1 40.7  40.7  

Pledge 

BUSINESS & EARNINGS ƹƷ 

VALUATION MULTIPLES Ƹ VALUATION MULTIPLES ƹƷ 

OUTLOK REVIEW 4QFY19 
29 MAY 2019 

All figures in Rs. mn except EPS, which is in Rs. 

FINANCIAL SUMMARY 

Year 
Sales (Rs. 

mn)  
EBITDA 

(Rs. mn)  
PAT (Rs. 

mn)  
EPS (Rs.)  P/E (x)  RoE(%) 

FY19 18,635 1,918 1,031 6.5  42.7  14.1% 

FY20E 21,111 2,269 1,232 7.8  35.7  15.3% 

FY21E 23,748 2,732 1,531 9.7  28.8  17.3% 

RAVI SWAMINATHAN 

ravi@sparkcapital.in 

+91 44 4344 0058 

UTTHAM KUMAR R 

utthamkumar@sparkcapital.in  

+91 44 4344 0023 
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Quarterly Financial Statements 

Consolidated Financial Result 

Rs. mn\ Period 31-Mar-19 31-Mar-18 YoY Growth 31-Dec-18 QoQ Growth FY18 FY19 YoY Growth 

Revenues 5,280 4,622 14.2% 4,702 12.3% 16,053 18,635 16.1% 

Material cost 2,977 2,664 11.8% 2,570 15.8% 9,049 10,311 14.0% 

Employee cost 908 724 25.4% 886 2.5% 2,813 3,408 21.2% 

Other expenditure 780 718 8.5% 771 1.1% 2,430 2,998 23.3% 

Operating Expenses 4,665 4,106 13.6% 4,227 10.4% 14,292 16,717 17.0% 

EBITDA 615 516 19.3% 475 29.6% 1,761 1,918 8.9% 

EBITDA margin (%) 11.6% 11.2% 49 bps 10.1% 156 bps 11.0% 10.3% -68 bps 

Depreciation 143 113 26.5% 145 -1.7% 447 511 14.3% 

Other income 33 39 -16.6% 21 58.9% 123 97 -21.3% 

EBIT 505 442 14.2% 350 44.3% 1,437 1,503 4.6% 

Interest 19 19 1.5% 27 -28.9% 60 90 50.8% 

PBT 486 423 14.8% 323 50.5% 1,377 1,413 2.6% 

Tax 126 154 -18.4% 92 36.5% 413 404 -2.1% 

Effective tax rate 25.9% 36.5%   28.6%   30.0% 28.6%   

PAT 356 271 31.4% 234 52.1% 980 1,031 5.1% 

PAT margin (%) 6.8% 5.9% 88 bps 5.0% 177 bps 6.1% 5.5% -58 bps 

EPS (Rs. )                        2.3                         1.7  31.4%                        1.5  52.1%                        6.2                         6.5  5.1% 
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Consolidated Financial Statements                 
Rs. mn FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 
Profit & Loss  

Revenue 9,916 11,445 13,504 13,143 14,008 13,701 16,053 18,635 21,111 23,748 

Gross profit 3,838 4,687 5,706 5,837 6,210 6,162 7,004 8,324 9,418 10,562 

EBITDA 1,100 995 993 884 1,251 1,392 1,761 1,918 2,269 2,732 

Depreciation 135 182 262 366 436 446 447 511 637 700 

EBIT 965 813 731 518 815 946 1,314 1,406 1,633 2,032 

Other Income 147 162 91 100 91 121 123 97 114 135 

Interest expense 7 45 97 158 122 78 60 90 99 93 

Exceptional items  -2 -24 0 224 -44 0 -27 0 0 0 

PBT 1,103 907 725 684 741 989 1,350 1,413 1,647 2,074 

Reported PAT (after minority interest) 752 578 456 481 509 740 953 1,031 1,175 1,474 

Adj PAT 754 602 456 258 553 740 980 1,031 1,175 1,474 

EPS (Rs.) 4.8  3.8  2.9  1.6  3.5  4.7  6.2  6.5  7.4  9.3  

Balance Sheet                     

Net Worth 3,976 4,336 4,636 4,934 5,462 6,069 6,889 7,709 8,395 9,109 

Deferred Tax 40 38 -2 41 31 16 8 -1 -1 -1 

Total debt 91 2,877 3,701 3,667 2,617 2,111 2,228 1,931 2,200 2,000 

Other liabilities and provisions 1,107 986 1,329 1,254 1,256 1,168 1,324 1,643 1,700 1,761 

Total Networth and liabilities 5,215 8,237 9,664 9,897 9,366 9,364 10,449 11,283 12,294 12,869 

Gross Fixed assets 2,434 4,668 5,772 5,675 5,036 4,041 4,367 5,185 5,685 6,285 

Net fixed assets 1,087 2,971 3,251 3,448 3,407 3,194 3,040 3,346 3,210 3,110 

Capital work-in-progress 76 755 0 0 20 36 21 57 57 57 

Goodwill 0 0 1,521 1,195 1,212 1,172 1,251 1,529 1,529 1,529 

Investments 154 150 149 148 149 196 317 310 310 310 

Cash and bank balances 1,481 731 688 783 828 1,059 1,089 1,227 1,748 1,841 

Loans & advances and other assets 896 1,352 1,079 964 658 737 694 824 891 964 

Net working capital 1,522 2,279 2,976 3,359 3,091 2,971 4,037 3,989 4,549 5,058 

Total assets 5,215 8,237 9,664 9,897 9,366 9,364 10,449 11,283 12,294 12,869 

Capital Employed 4,108 7,251 8,335 8,642 8,110 8,196 9,125 9,639 10,594 11,108 

Invested Capital (CE - cash - CWIP) 2,551 5,765 7,647 7,859 7,262 7,101 8,015 8,356 8,789 9,210 

Net debt -1,390 2,146 3,013 2,884 1,789 1,052 1,139 705 452 159 

Cash Flows                      

Cash flows from Operations (Pre-tax) 838 -399 1,251 953 1,512 1,442 889 2,314 1,800 2,331 

Cash flows from Operations (post-tax) 493 -708 975 781 1,257 1,256 485 1,790 1,319 1,724 

Capex -395 -2,750 -1,327 -568 -238 -273 -290 -854 -500 -600 

Free cashflows 98 -3,459 -352 212 1,019 983 195 936 819 1,124 

Free cashflows (post interest costs) 81 -3,504 -450 55 895 905 136 846 720 1,031 

Cash flows from Investing -258 -2,587 -1,222 -168 -147 -389 -552 -847 -500 -600 

Cash flows from Financing -181 2,542 204 -517 -995 -774 -99 -592 -251 -947 

Total cash & liquid investments 1,481 731 688 783 828 1,059 1,089 1,227 1,748 1,841 

Financial Summary 
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Consolidated                 

  FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Growth ratios                 

Revenue 5.6% 15.4% 18.0% -2.7% 6.6% -2.2% 17.2% 16.1% 13.3% 12.5% 

EBITDA -18.0% -9.6% -0.1% -11.0% 41.5% 11.3% 26.5% 8.9% 18.4% 20.4% 

Adj PAT -15.8% -23.2% -21.2% 5.6% 5.9% 45.3% 28.8% 8.2% 14.0% 25.4% 

Margin ratios                     

Gross 38.7% 40.9% 42.3% 44.4% 44.3% 45.0% 43.6% 44.7% 44.6% 44.5% 

EBITDA 11.1% 8.7% 7.4% 6.7% 8.9% 10.2% 11.0% 10.3% 10.7% 11.5% 

Adj PAT 7.6% 5.3% 3.4% 2.0% 3.9% 5.4% 6.1% 5.5% 5.6% 6.2% 

Performance ratios                     

Pre-tax OCF/EBITDA 76.2% -40.1% 125.9% 107.8% 120.8% 103.6% 50.4% 120.7% 79.3% 85.3% 

OCF/IC (%) 19.3% -12.3% 12.7% 9.9% 17.3% 17.7% 6.1% 21.4% 15.0% 18.7% 

RoE (%) 20.5% 14.5% 10.2% 5.4% 10.6% 12.8% 15.1% 14.1% 14.6% 16.8% 

RoCE(%) 20.0% 10.9% 6.6% 5.1% 7.3% 9.6% 11.5% 11.4% 12.1% 14.0% 

RoCE (Pre-tax) 29.3% 17.2% 10.5% 7.3% 10.8% 13.1% 16.6% 16.0% 17.3% 20.0% 

RoIC (Pre-tax) 42.0% 19.5% 10.9% 6.7% 10.8% 13.2% 17.4% 17.2% 19.0% 22.6% 

Fixed asset turnover (x) 4.4  3.2  2.6  2.3  2.6  3.0  3.8  3.9  3.9  4.0  

Total asset turnover (x) 2.0  1.7  1.5  1.3  1.5  1.5  1.6  1.7  1.8  1.9  

Financial stability ratios                     

Net Debt to Equity (x) (0.3) 0.5  0.6  0.6  0.3  0.2  0.2  0.1  0.1  0.0  

Net Debt to EBITDA (x) (1.3) 2.2  3.0  3.3  1.4  0.8  0.6  0.4  0.2  0.1  

Interest cover (x) 69.2  (15.9) 10.0  4.9  10.3  16.2  8.1  19.9  13.3  18.6  

Cash conversion days 56 73 80 93 81 79 92 78 79 78 

Working capital days 48 84 74 85 65 68 77 62 65 65 

Valuation metrics                     

Fully Diluted Shares (mn) 158 159 158 158 158 158 158 158 158 158 

Market cap (Rs.mn)             44,049       

P/E (x) 58.4  73.2  96.7  171.0  79.7  59.5  44.9  42.7  37.5  29.9  

P/OCF(x) 89.4  (62.2) 45.2  56.4  35.0  35.1  90.8  24.6  33.4  25.6  

EV (Rs.mn)(ex-CWIP) 42,659 46,195 47,062 46,933 45,838 45,101 45,188 44,754 44,501 44,208 

EV/ EBITDA (x) 38.8  46.4  47.4  53.1  36.6  32.4  25.7  23.3  19.6  16.2  

EV/ OCF(x) 86.6  (65.2) 48.3  60.1  36.5  35.9  93.1  25.0  33.7  25.6  

FCF Yield 0.2% -7.9% -0.8% 0.5% 2.3% 2.2% 0.4% 2.1% 1.9% 2.6% 

Price to BV (x) 11.1  10.2  9.5  8.9  8.1  7.3  6.4  5.7  5.2  4.8  

Dividend pay-out (%) 21.5% 27.7% 36.6% 61.5% 28.7% 21.4% 16.1% 20.0% 35.8% 44.4% 

Dividend yield (%) 0.4% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4% 0.5% 1.0% 1.5% 

Financial Summary 
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Over FY19-23E, ELEQ to grow revenue and PAT by CAGR 12% and 22% respectively. Topline growth led by moderation in demand 
across key sectors over a high base. EBITDA margin to be ~13% over FY19-23E due to better product mix and operating leverage. 

With low capex requirements, we expect healthy free cash flow position to sustain. 

Crystal Ball Gazing 

Expect revenue to grow by 12% CAGR. EBITDA margin 
to range bound at ~13% over FY19-23E 

Margin recovery to aid better ROE. Expect company 
to generate strong cash flows and deleverage 

gradually 

Already trading at high multiple 
Limited scope for further expansion 

P/E multiple FY23E EPS (mn) Price target 

25.0x 14.3 358 

23.0x 14.3 329 

PAT CAGR of ~22%, exit 
multiple of 23x on FY23E 

EPS 

Cumulative Dividends of 
Rs. 13/share 

Entry = Rs. 278@ 36x 
FY20E EPS 

TOTAL  
RETURN OF 

23% 

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

Revenues CAGR 23.1% 16.7% 6.9% 12.3% 

Gross Margin 35.7% 40.6% 44.3% 44.5% 

EBITDA CAGR 30.3% -5.0% 25.8% 19.1% 

EBITDA margin 13.3% 9.0% 9.2% 11.6% 

EPS CAGR -5.5% -22.3% 56.1% 21.8% 

Total Asset Turnover (x) 2.2  1.7  1.5  2.0  

Total WC days 48 69 74 65 

Pre-tax OCF/EBITDA (%) 80.6% 54.0% 95.7% 92.4% 

Post Tax OCF as a % of IC 35% 7% 13% 21% 

Debt/EBITDA (0.7) 1.3  1.5  0.1  

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

RoE (%) 26.1% 15.0% 11.0% 17.5% 

RoCE (%) 26.7% 12.5% 8.4% 15.8% 

RoIC (%) 32.9% 16.0% 8.4% 17.4% 

Average 1 yr fwd 

PE (x) 10.1 13.0 26.8 29.3 

EV/EBITDA (x) 4.9 8.0 16.9 16.5 

Peak 1 yr fwd         

PE (x) 17.5 20.4 44.2 34.1 

EV/EBITDA (x) 8.0 12.0 25.6 20.6 
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FINANCIAL SUMMARY 

Year 
Sales (Rs. 

mn)  
EBITDA 

(Rs. mn)  
PAT (Rs. 

mn)  
EPS (Rs.)  P/E (x)  RoE(%) 

FY19 53,977 6,422 4,071 32.1  43.9  20.7% 

FY20E 61,047 7,317 4,521 35.6  39.5  19.8% 

FY21E 68,722 8,545 5,400 42.6  33.1  20.7% 

KEY ESTIMATES REVISION 

FY20E FY21E 

Old New Change Old New Change 

Revenue 62,060 61,047 -1.6% 69,794 68,722 -1.5% 

EBITDA  7,214 7,317 1.4% 8,414 8,545 1.6% 

Margin (%) 11.6% 12.0% 36 bps 12.1% 12.4% 38 bps 

PAT 4,394 4,521 2.9% 5,251 5,400 2.8% 

Margin (%) 7.1% 7.4% 32 bps 7.5% 7.9% 33 bps 

EPS 34.6  35.6  2.9% 41.4  42.6  2.8% 

All figures in Rs. mn except EPS, which is in Rs. 

Industry Cons. Durables 

CMP Rs. 1407 

Target Price Rs. 1490 

Key Stock Data 

Bloomberg WHIRL IN 

Shares o/s  127mn 

Market Cap  Rs. 178bn 

52-wk High-Low Rs. 1,955-1,263 

3m ADV Rs. 96mn 

Index BSE 500 

RESEARCH ANALYSTS 

ÁWe have positive three year view on WHIRL. Pick up in white goods demand 
(refrigerator and washing machine) over the next 2-3 years on account of 
low penetration and rising per capita income in India offering structurally 
attractive growth opportunities. 

Á/ƻƳǇŀƴȅΩǎ entry into new products (front loaded washing machines), focus 
on doubling its revenues in built-in appliances segment and increasing 
distribution reach (by 50% over next three years) should sustain revenue 
growth.  

ÁEBITDA margin should expand to ~12.8% in FY23E from 11.9% in FY19 on 
the back of higher operating leverage. However, we expect gross margins to 
remain broadly flat as better product mix would be offset by increasing 
input cost and competition. 

ÁStable working capital (at low levels), strong growth and improving margins 
are expected to translate into superior return metrics with strong FCF to 
EBITDA of (71% over FY18-FY23E). 

ÁWe expect ²ILw[Ωǎ FY19E revenue to grow by 13% driven by category 
growth across key products ς refrigerator and washing machine by 13% 
each). Air conditioners segment should witness growth of 15% yoy in FY20E 
(from a low base in FY19E which was impacted due to unfavorable 
weather). New product launches, widening distribution and market share 
gains to aid the stated growth in FY20E. 

ÁExpect FY20E EBITDA margin to be at similar levels as FY19 at 12%. We 
expect benefit of better product mix and operating leverage would be 
offset higher input costs.  

ÁWe expect the company to continue its robust cash generation and carry a 
cash position of Rs. ~17bn by FY20E. 

BUSINESS & EARNINGS ƹƷ

ÁWe maintain long term positive stance on the company given the robust 
revenue growth and strong cash generation. However, we believe that 
current market price has already priced in the positives to a considerable 
extent and valuations remain high at ~40x FY20 earnings. Hence, we 
maintain our Ψ!55Ω rating valuing the company at 35x of FY21E EPS arriving 
at a TP of Rs.1490. 

ÁWe expect WHIRL to deliver 44% return over a 3-year period assuming an 
exit multiple of 35x FY23E EPS and a cumulative dividend of Rs. 46 over the 
next three years.  

ONE YEAR OUTLOOK THREE YEAR OUTLOOK 

{ŜǇΩму 5ŜŎΩму aŀǊΩмф 

Promoters 75.0 75.0  75.0  

Institutions 13.8 14.0  14.0  

Public  11.2 11.0  11.0  

Pledge 

BUSINESS & EARNINGS ƹƷ 

VALUATION MULTIPLES Ƹ VALUATION MULTIPLES Ƹ 

OUTLOOK REVIEW 4QFY19 
29 MAY 2019 

RAVI SWAMINATHAN 

ravi@sparkcapital.in 

+91 44 4344 0058 

UTTHAM KUMAR R 

utthamkumar@sparkcapital.in  

+91 44 4344 0023 
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Quarterly Financial Statement 

Quarterly Financial Result (Standalone) 

Rs. mn\ Period 31-Mar-19 31-Mar-18 YoY Growth 31-Dec-18 QoQ Growth FY18 FY19 YoY Growth 

Revenues 13,552 12,577 7.7% 12,115 11.9% 48,319 53,977 11.7% 

Material cost 8,463 7,993 5.9% 7,654 10.6% 29,988 33,745 12.5% 

Employee cost 1,311 1,109 18.2% 1,262 3.9% 4,553 4,931 8.3% 

Other expenditure 2,064 2,082 -0.9% 2,225 -7.2% 8,179 8,879 8.6% 

Operating Expenses 11,838 11,184 5.8% 11,140 6.3% 42,719 47,555 11.3% 

EBITDA 1,714 1,393 23.0% 976 75.7% 5,600 6,422 14.7% 

EBITDA margins 12.6% 11.1% 157bps 8.1% 460bps 11.6% 11.9% 31bps 

Depreciation 320 234 36.8% 252 26.8% 4,553 4,931 8.3% 

Other income 253 247 2.7% 269 -5.7% 8,179 8,879 8.6% 

EBIT 1,648 1,406 17.2% 992 66.1% 9,226 10,370 12.4% 

Interest 33 1 4642.9% 53 -37.5% 44 91 107.1% 

PBT 1,615 1,406 14.9% 939 71.9% 9,183 10,279 11.9% 

Tax 573 492 16.6% 333 72.2% 1,902 2,194 15.4% 

Effective tax rate 35.5% 35.0%   35.5%   20.7% 21.3%   

PAT 1,041 914 13.9% 606 71.8% 3,507 4,071 16.1% 

PAT margin 7.7% 7.3% 42bps 5.0% 268bps 7.3% 7.5% 28bps 

EPS (Rs. )                 8.2                  7.2  13.9%                 4.8  71.8%               27.6                32.1  16.1% 
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Abridged Financial Statements                 
Rs. mn FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Profit & Loss                  
Revenue 26,579 27,727 28,346 32,936 34,383 39,408 48,319 53,977 61,047 68,722 
Gross profit 9,670 10,372 10,422 13,223 14,018 16,307 18,331 20,231 22,587 25,427 

EBITDA 2,231 2,188 2,116 3,311 3,819 4,889 5,600 6,422 7,317 8,545 

Depreciation 497 603 638 681 769 875 1,015 1,113 1,214 1,315 

EBIT 1,734 1,585 1,478 2,629 3,050 4,015 4,585 5,309 6,103 7,230 

Other Income 123 205 279 380 553 730 867 1,047 902 1,117 

Interest expense 44 30 14 7 52 59 44 91 50 40 

Exceptional items  0 0 0 0 -8 0 0 0 0 0 

PBT 1,813 1,760 1,743 3,002 3,543 4,686 5,408 6,265 6,955 8,307 

Reported PAT (after minority interest) 1,238 1,246 1,230 2,102 2,384 3,106 3,507 4,071 4,521 5,400 

Adj PAT 1,238 1,246 1,230 2,102 2,392 3,106 3,507 4,071 4,521 5,400 

EPS (Rs.) 9.8  9.8  9.7  16.6  18.9  24.5  27.6  32.1  35.6  42.6  

Balance Sheet                     

Net Worth 4,902 6,175 7,404 9,158 11,657 14,831 17,963 21,427 24,313 27,761 

Deferred Tax 213 248 213 24 30 -159 -279 -344 -344 -344 

Total debt 0 0 0 0 0 0 0 0 0 0 

Other liabilities and provisions 1,626 1,613 1,734 2,028 1,234 1,825 2,156 2,334 2,567 2,824 

Total Networth and liabilities 6,740 8,036 9,351 11,210 12,920 16,496 19,841 23,417 26,537 30,241 

Gross Fixed assets 8,620 9,723 10,188 10,984 4,430 5,617 7,115 8,800 9,600 10,400 

Net fixed assets 3,386 3,886 3,713 3,827 3,662 3,978 4,459 5,032 4,618 4,102 

Capital work-in-progress 450 263 532 132 367 295 331 433 433 433 

Goodwill 0 0 0 0 0 0 0 502 502 502 

Investments 0 0 0 0 0 1,297 4,563 5,180 5,180 5,180 

Cash and bank balances 859 1,550 2,918 5,357 8,501 10,590 9,819 10,610 13,966 18,054 

Loans & advances and other assets 1,483 1,217 1,067 948 1,221 1,506 2,303 3,495 3,845 4,229 

Net working capital 562 1,120 1,123 947 -830 -1,170 -1,634 -1,836 -2,007 -2,259 

Total assets 6,740 8,036 9,351 11,210 12,920 16,496 19,841 23,417 26,537 30,241 

Capital Employed 5,115 6,423 7,617 9,182 11,687 14,671 17,684 21,083 23,970 27,417 

Invested Capital (CE - cash - CWIP) 3,805 4,610 4,167 3,693 2,819 2,490 2,972 6,582 6,112 5,472 

Net debt -859 -1,550 -2,918 -5,357 -8,501 -10,590 -9,819 -10,610 -13,966 -18,054 

Cash Flows                      

Cash flows from Operations (Pre-tax) 2,608 1,785 2,427 3,847 4,606 5,640 5,881 6,261 8,055 9,545 

Cash flows from Operations (post-tax) 2,170 1,408 2,040 2,999 3,438 3,836 3,842 4,397 5,840 6,880 

Capex -1,184 -841 -864 -849 -792 -1,122 -1,561 -1,789 -800 -800 

Free cashflows 987 567 1,176 2,150 2,646 2,714 2,280 2,608 5,040 6,080 

Free cashflows (post interest costs) 943 544 1,166 2,144 2,637 2,701 2,272 2,517 4,990 6,040 

Cash flows from Investing -1,139 -735 -660 -553 -284 -1,801 -4,151 -683 -800 -800 

Cash flows from Financing -701 26 -10 -6 -9 -13 -465 -1,317 -1,684 -1,992 

Total cash & liquid investments 859 1,550 2,918 5,357 8,501 11,886 14,382 14,068 17,424 21,512 

Financial Summary 
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  FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Growth ratios                 

Revenue -1.6% 4.3% 2.2% 16.2% 4.4% 14.6% 22.6% 11.7% 13.1% 12.6% 

EBITDA -14.6% -1.9% -3.3% 56.5% 15.4% 28.0% 14.5% 14.7% 13.9% 16.8% 

Adj PAT -25.5% 0.6% -1.2% 70.9% 13.4% 30.3% 12.9% 16.1% 11.1% 19.4% 

Margin ratios                     

Gross 36.4% 37.4% 36.8% 40.1% 40.8% 41.4% 37.9% 37.5% 37.0% 37.0% 

EBITDA 8.4% 7.9% 7.5% 10.1% 11.1% 12.4% 11.6% 11.9% 12.0% 12.4% 

Adj PAT 4.7% 4.5% 4.3% 6.4% 7.0% 7.9% 7.3% 7.5% 7.4% 7.9% 

Performance ratios                     

Pre-tax OCF/EBITDA 116.9% 81.6% 114.7% 116.2% 120.6% 115.4% 105.0% 97.5% 110.1% 111.7% 

OCF/IC (%) 57.0% 30.5% 49.0% 81.2% 122.0% 154.1% 129.3% 66.8% 95.5% 125.7% 

RoE (%) 27.1% 22.5% 18.1% 25.4% 23.0% 23.5% 21.4% 20.7% 19.8% 20.7% 

RoCE(%) 26.6% 22.0% 17.7% 25.1% 23.2% 23.9% 21.9% 21.3% 20.2% 21.1% 

RoCE (Pre-tax) 38.9% 31.0% 25.0% 35.8% 34.5% 36.0% 33.7% 32.8% 31.1% 32.5% 

RoIC (Pre-tax) 45.8% 37.7% 33.7% 66.9% 93.7% 151.3% 167.9% 111.1% 96.2% 124.8% 

Fixed asset turnover (x) 3.2  3.0  2.8  3.1  4.5  7.8  7.6  6.8  6.6  6.9  

Total asset turnover (x) 3.7  3.8  3.3  3.2  2.8  2.7  2.7  2.5  2.4  2.4  

Financial stability ratios                     

Net Debt to Equity (x) (0.2) (0.3) (0.4) (0.6) (0.7) (0.7) (0.5) (0.5) (0.6) (0.7) 

Net Debt to EBITDA (x) (0.4) (0.7) (1.4) (1.6) (2.2) (2.2) (1.8) (1.7) (1.9) (2.1) 

Interest cover (x) 49.6  46.9  143.5  415.9  66.4  65.1  87.5  48.4  116.8  172.0  

Cash conversion days 8 15 14 10 -9 -11 -12 -12 -12 -12 

Working capital days 6 10 6 -1 -9 -14 -11 -5 -4 -5 

Valuation metrics                     

Fully Diluted Shares (mn) 127 127 127 127 127 127 127 127 127 127 

Market cap (Rs.mn)             1,78,506       

P/E (x) 144.2  143.3  145.1  84.9  74.6  57.5  50.9  43.9  39.5  33.1  

P/OCF(x) 82.3  126.8  87.5  59.5  51.9  46.5  46.5  40.6  30.6  25.9  

EV (Rs.mn)(ex-CWIP) 1,77,647 1,76,956 1,75,588 1,73,149 1,70,005 1,66,620 1,64,124 1,64,438 1,61,082 1,56,995 

EV/ EBITDA (x) 79.6  80.9  83.0  52.3  44.5  34.1  29.3  25.6  22.0  18.4  

EV/ OCF(x) 81.9  125.7  86.1  57.7  49.5  43.4  42.7  37.4  27.6  22.8  

FCF Yield 0.6% 0.3% 0.7% 1.2% 1.5% 1.5% 1.3% 1.5% 2.8% 3.4% 

Price to BV (x) 36.4  28.9  24.1  19.5  15.3  12.0  9.9  8.3  7.3  6.4  

Dividend pay-out (%) 0.0% 0.0% 0.0% 0.0% 0.0% 12.3% 14.5% 25.0% 30.0% 30.0% 

Dividend yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.2% 0.3% 0.6% 0.8% 0.9% 

Financial Summary 
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Over FY19-23E, WHIRL to grow revenue and PAT by CAGR 12% and 15% respectively, driven by strong 
demand across product categories. Expect EBITDA margins to expand through FY19-FY23E driven by operating leverage. With low 

capex requirements, we expect healthy free cash flow generation. 

Crystal Ball Gazing 

Expect revenue to grow by X12% CAGR. 
Margin increase to keep ROE stable despite cash 

increase in the books. Expect company to generate 
strong cash flows 

Already trading at high multiple 
Limited scope for further expansion 

P/E multiple FY23E EPS (mn) Price target 

35.0x 56.7 1986 

40.0x 56.7 2269 

PAT CAGR of ~15%, exit 
multiple of 35x on FY23E 

EPS 

Cumulative Dividend of 
Rs. 46/share 

Entry = Rs.1407@ 40x 
FY20E EPS 

TOTAL  
RETURN OF 

44% 

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

Revenues CAGR 20.0% 3.3% 13.6% 11.8% 

Gross Margin 36.3% 36.9% 40.1% 37.1% 

EBITDA CAGR 42.9% -2.6% 19.1% 13.8% 

EBITDA margin 8.6% 7.9% 11.3% 12.3% 

EPS CAGR 75.4% -0.3% 18.6% 15.3% 

Total Asset Turnover (x) 4.1  3.6  2.8  2.4  

Total WC days -2 7 -9 -5 

Pre-tax OCF/EBITDA (%) 105.2% 104.4% 114.3% 109.6% 

Post Tax OCF as a % of IC 55% 46% 122% 136% 

Debt/EBITDA 0.4  (0.8) (1.9) (2.1) 

  FY08-FY11 FY12-FY14 FY15-FY18 FY19-FY23E 

RoE (%) 34.5% 22.6% 23.3% 20.7% 

RoCE (%) 34.0% 22.1% 23.5% 21.1% 

RoIC (%) 37.1% 27.2% 79.7% 91.8% 

Average 1 yr fwd 

PE (x) - 15.2 33.2 39.0 

EV/EBITDA (x) - 9.1 20.2 24.1 

Peak 1 yr fwd       

PE (x) - 20.5 46.3 46.3 

EV/EBITDA (x) - 12.3 28.3 29.0 
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Rs. 678 
1Y Target 
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Rating 

BUY 

FINANCIAL SUMMARY 

Year 
Revenue 
(Rs. mn)  

EBITDA 
(%)  

PAT 
(Rs.mn)  

EPS 
(Rs.)  

P/E 
(x) 

EV/ 
EBITDA (x) 

FY18 8,851 10.2% 584 15.3 44.6 29.0 

FY19 10,238 11.6% 728 19.0 35.8 21.8 

FY20E 12,084 13.0% 1,009 26.3 25.8 16.5 

FY21E 14,201 13.3% 1,217 31.8 21.4 13.7 

Industry LOGISTICS 

CMP Rs. 678 

Target Price Rs. 760 

Key Stock Data 

Bloomberg   TCIEXP IN 

Shares o/s  38 

Market Cap  Rs. 26bn 

52-wk High-Low   Rs. 768-490 

3m ADV Rs. 15mn 

Index BSE500 

MUKESH SARAF 

mukesh@sparkcapital.in 

+91 44 4344 0041 

KRUPASHANKAR NJ 

krupashankar@sparkcapital.in  

+91 44 4344 0098 

RESEARCH ANALYSTS 

ÁExpect TCIEXP to benefit from 1) macroeconomic growth (express industry 
has historically grown at 1.5-2x GDP growth) as it leverages on its 
established infrastructure (wide network covering ~40,000 pan India 
locations) 2) shift of cost sensitive volumes from air express to ground 
express on account of high cost differential, 3) incremental demand for 
transit warehouses with shift towards inventory on wheels, 4) increasing 
demand for professionally managed service providers over unorganized 
players and 5)spurt in ecommerce segment. Expect revenue growth of 14% 
CAGR through FY19-23E based on aforementioned factors. 

Á¢/L9·tΩǎ improving operating efficiencies through its slew of measures 
coupled with shifting from rental sorting centres to owned model is 
expected to drive EBITDA growth of 21% CAGR through FY19-23E.  

ÁExpect capex spend to the tune of Rs.4bn over next five years towards 
setting up of own sorting centres. The company intends to have own sorting 
centres in over 11 cities (major consumption centres)  by FY21. 

ÁExpect EPS growth of 22% CAGR through FY19-23E to result in healthy RoE 
(ranging between 25-32% through FY19-23E). 

 

 

 

 

ÁMaintaining our positive stance on TCIEXP as it will benefit from 
1)increasing lead distance aided by GST rollout, 2) imminent shift of 
volumes from unorganised to organised logistics service providers 3)Scaling 
up in key geographies (East and South cities) and 4) growth in ecommerce 
segment with strong penetration across tier-i to tier-iii cities. Expect 
revenue growth of 18% CAGR through FY19-21E driven by tonnage growth 
of 13% for the period. 
ÁEBITDA margins improved 95bps sequentially in 4QFY19 to 12.7% led by 

uniform pricing structure amongst SME and corporate clients and operating 
efficiencies. Expect margins to improve on back of 1) improving vehicle 
utilisation (85% in FY19) resulting in efficient movement of goods, 2) direct 
cargo transport to hub vs earlier process of rerouting through branch, 3) 
automating sorting centres to reduce manpower cost, and 4) minimum 
sales price mechanism across customer touchpoints. Expect EBITDA margins 
to expand 170bps to ~13.3% through FY19-21E. 
ÁExpect capex spend of Rs. 1.6bn through FY20-21 towards addition of new 

own hubs (funded with internal accruals) across key cities. TCIEXP has 
firmed up plans for 5 cities (Delhi, Pune, Indore, Nagpur and Kolkata) and 
intends to expand in Tier II and Tier III cities. The owned hubs are expected 
to provide larger space to semi-automated operations enabling better 
operating efficiencies.  

BUSINESS & EARNINGS ƹƷ

ÁValuing TCIEXP at 24x FY21 EPS to arrive at TP of Rs.760. Our multiple 
ŦŀŎǘƻǊǎΩ in ¢/L9·tΩǎ strong revenue and EBITDA growth resulting in healthy 
cash flows from operations (average OCF/IC at 28% through FY19-21) and 
returns (average RoCE of 30% and RoIC (pre-tax) of 47% through FY19-21).  

Á¢/L9·tΩǎ high capex spend is expected to constrain returns over the period 
(average RoCE of 28% through FY19-23E and average FCF yields of ~2%). On 
EV/OCF basis, TCIEXP trades at ~15x FY23E,  
ÁBased on FY23E estimates with a 24x EPS, we see a potential upside of 53% 

(incl. dividends). 
 

ONE YEAR OUTLOOK THREE YEAR OUTLOOK 

{ŜǇΩму 5ŜŎΩму aŀǊΩмф 

Promoters     67.0 67.0 67.0 

Institutions 9.3 11.0 11.5 

Public  23.7 22.0 21.5 

Pledge 

BUSINESS & EARNINGS ƹƷ

VALUATION MULTIPLES ƹƷ

VALUATION MULTIPLES ƹƷ 

OUTLOOK REVIEW 4QFY19   
MAY 29, 2019 

KEY ESTIMATES REVISION 
FY20E FY21E 

Old New Change Old New Change 

Revenue 12,784 12,084 -5% 14,485 14,201 -2% 

EBITDA 1,626 1,571 -3% 1,878 1,882 0% 

Margin (%)  12.7% 13.0% 29 bps 13.0% 13.3% 29 bps 

PAT  1,014 1,009 -1% 1,201 1,217 1% 

PAT (%) 7.9% 8.3% 45 bps 8.3% 8.6% 28 bps 

EPS 26.5  26.3  -1% 31.3  31.8  1% 
All figures in Rs. mn  
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STANDALONE FINANCIAL RESULTS 

Rs. mn\ Period 4QFY19 4QFY18 yoy Growth 3QFY19 qoq Growth FY18 FY19 yoy Growth 

Revenue 2,658 2,493 6.6% 2,632 1.0% 8,851 10,238 15.7% 

Operating expense 1,894 1,822 3.9% 1,941 -2.5% 6,644 7,534 13.4% 

Employee cost 223 202 10.3% 211 5.8% 725 859 18.4% 

Other cost 204 185 10.4% 170 20.1% 575 656 14.1% 

Total Expenditure 2,321 2,209 5.0% 2,322 -0.1% 7,944 9,048 13.9% 

EBITDA 338 284 18.9% 310 9.1% 907 1,190 31.3% 

Margin % 12.7% 11.4% 131 bps 11.8% 94 bps 10.2% 11.6% 138 bps 

D&A 17 15 9.6% 17 0.0% 52 65 25.4% 

EBIT 321 269 19.4% 293 9.6% 854 1,125 31.6% 

Other income 12 6 101.4% 7 81.8% 21 32 53.0% 

Net Interest exp (inc) 5 12 -59.8% 10 -53.4% 38 38 0.6% 

PBT 328 263 24.9% 289 13.5% 838 1,119 33.5% 

Tax provision 111 85 30.7% 102 8.7% 254 390 53.9% 

Tax rate % 33.8% 32.3% 4.7% 35.2% -148 bps 30.3% 34.9% 461 bps 

PAT (Reported) 217 178 22.1% 187 16.1% 584 728 24.7% 

PAT (Adjusted) 217 178 22.1% 187 16.1% 584 728 24.7% 

Adjusted PAT Margin % 8.2% 7.1% 104 bps 7.1% 106 bps 6.6% 7.1% 52 bps 

Shares Outstanding 38 38   38   38 38   

EPS (Reported) 5.7 4.6 22.0% 4.9 16.1% 15.3 19.0 24.6% 

EPS (Adjusted) 5.7 4.6 22.0% 4.9 16.1% 15.3 19.0 24.6% 

The company declared 
final dividend of Rs.0.6 

per share 

Quarterly Financial Statement 

Revenue growth of 7% 
YoY was led by tonnage 

growth of 5% led by 
incremental tonnage from 

existing clientele 

EBITDA at Rs. 338mn was 
up 19% YoY and 9% QoQ. 
EBITDA margins expanded 

95bps sequentially and 
came in at 12.7% for the 

quarter 
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Abridged Financial Statements             

Rs. mn FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Profit & Loss              

Revenue 6,586 6,632 7,503 8,851 10,238 12,084 14,201 

Gross profit 1,456 1,556 1,737 2,207 2,704 3,337 3,905 

EBITDA 516 544 619 907 1,190 1,571 1,882 

Depreciation 60 58 43 52 65 84 89 

EBIT 456 486 576 854 1,125 1,488 1,793 

Other Income 3 1 14 21 32 34 37 

Interest expense 58 53 24 38 38 4 0 

Exceptional items  0 0 0 0 0 0 0 

PBT 402 435 565 838 1,119 1,517 1,830 

Reported PAT (after minority interest) 265 284 375 584 728 1,009 1,217 

Adj PAT 265 284 375 584 728 1,009 1,217 

EPS (Rs.) 7.0  7.5  9.8  15.3  19.0  26.3  31.8  

Balance Sheet               

Net Worth 1,154 1,230 1,608 2,068 2,672 3,542 4,593 

Deferred Tax 0 24 33 43 43 43 43 

Total debt 6 408 316 407 95 0 0 

Other liabilities and provisions 57 92 115 275 247 284 326 

Total Networth and liabilities 1,216 1,753 2,072 2,793 3,057 3,869 4,962 

Gross Fixed assets 388 806 1,164 1,814 1,990 2,790 3,590 

Net fixed assets 146 637 971 1,620 1,731 2,447 3,158 

Capital work-in-progress 0 91 79 0 14 14 14 

Goodwill 0 0 0 0 0 0 0 

Investments 0 0 0 0 13 13 13 

Cash and bank balances 249 109 88 122 161 99 287 

Loans & advances and other assets 34 94 175 153 230 237 246 

Net working capital 788 822 759 898 909 1,059 1,245 

Total assets 1,216 1,753 2,072 2,793 3,057 3,869 4,962 

Capital Employed 1,160 1,661 1,957 2,518 2,810 3,585 4,636 

Invested Capital (CE - cash - CWIP) 911 1,461 1,791 2,396 2,635 3,473 4,335 

Net debt -243 299 228 285 -66 -99 -287 

Cash Flows                

Cash flows from Operations (Pre-tax) 613 485 725 980 1,165 1,479 1,768 

Cash flows from Operations (post-tax) 476 335 523 739 775 971 1,155 

Capex 35 510 381 629 190 800 800 

Free cashflows 441 -175 143 110 585 171 355 

Free cashflows (post interest costs) 384 -227 118 72 547 167 355 

Cash flows from Investing -32 -508 -391 -628 -190 -800 -800 

Cash flows from Financing -63 350 -153 -76 -445 -234 -166 

Total cash & liquid investments 249 109 88 122 161 99 287 

Financial Summary 
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Financial Summary 

              

  FY15 FY16 FY17 FY18 FY19 FY20E FY21E 

Key variables             

Tonnage (mn)   0.60 0.66 0.75 0.84 0.95 1.07 

Realisation/Ton (Rs.)   11,116 11,407 11,801 12,129 12,777 13,288 

EBITDA/Ton (Rs.)   909 941 1,209 1,410 1,662 1,761 

Growth ratios               

Revenue 9.6% 0.7% 13.1% 18.0% 15.7% 18.0% 17.5% 

EBITDA 7.0% 5.4% 13.8% 46.5% 31.3% 32.1% 19.8% 

Adj PAT 3.6% 7.4% 31.8% 55.8% 24.7% 38.5% 20.6% 

Margin ratios               

Gross 22.1% 23.5% 23.1% 24.9% 26.4% 27.6% 27.5% 

EBITDA 7.8% 8.2% 8.3% 10.2% 11.6% 13.0% 13.3% 

Adj PAT 4.0% 4.3% 5.0% 6.6% 7.1% 8.3% 8.6% 

Performance ratios               

Pre-tax OCF/EBITDA 118.6% 89.2% 117.1% 108.1% 97.9% 94.1% 93.9% 

OCF/IC (%) 52.2% 22.9% 29.2% 30.8% 29.4% 28.0% 26.6% 

RoE (%) 24.4% 23.9% 26.4% 31.8% 30.7% 32.5% 29.9% 

RoCE  (%) 27.7% 22.6% 21.6% 27.3% 28.3% 31.6% 29.6% 

RoCE (Pre-tax) 41.9% 34.6% 32.6% 39.1% 43.4% 47.6% 44.5% 

RoIC (Pre-tax) 47.0% 41.0% 35.4% 40.8% 44.7% 48.7% 45.9% 

Fixed asset turnover (x) 17.8  11.1  7.6  5.9  5.4  5.1  4.5  

Total asset turnover (x) 5.9  4.5  3.9  3.6  3.5  3.5  3.2  

Financial stability ratios               

Net Debt to Equity (x) (0.2) 0.2  0.1  0.1  (0.0) (0.0) (0.1) 

Net Debt to EBITDA (x) (0.5) 0.5  0.4  0.3  (0.1) (0.1) (0.2) 

Interest cover (x) 8.3  6.4  21.4  19.7  20.5  219.4  - 

Cash conversion days 44 45 37 37 32 32 32 

Working capital days 42 45 40 32 32 31 30 

Valuation metrics               

Fully Diluted Shares (mn)                        38.0                         38.0                         38.3                         38.3                         38.3                         38.3                         38.3  

Market cap (Rs.mn)       25,960       

P/E (x) 97.3  90.6  69.3  44.5  35.7  25.7  21.3  

P/OCF(x) 54.5  77.6  49.6  35.1  33.5  26.7  22.5  

EV (Rs.mn)  (ex-CWIP) 25,717 26,168 26,110 26,244 25,880 25,847 25,672 

EV/ EBITDA (x) 49.8  48.1  42.2  29.0  21.7  16.4  13.6  

EV/ OCF(x) 54.0  78.2  49.9  35.5  33.4  26.6  22.2  

FCF Yield       0.4% 2.3% 0.7% 1.4% 

Price to BV (x) 22.5  21.1  16.1  12.6  9.7  7.3  5.7  

Dividend pay-out (%) 0.0% 0.0% 8.2% 18.4% 15.3% 11.4% 11.3% 

Dividend yield (%)       0.4% 0.4% 0.4% 0.5% 
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Over FY19-но9Σ 9ȄǇŜŎǘ ¢/L9·tΩǎ ǊŜǾŜƴǳŜ ƎǊƻǿǘƘ ǘƻ ōŜ ŘǊƛǾŜƴ ōȅ мύƛƳǇǊƻǾƛƴƎ ƳŀŎǊƻ ŜŎƻƴƻƳƛŎ ŎƻƴŘƛǘƛƻƴǎΣ ŀƴŘ нύƎǊƻǿǘƘ ƛƴ ƎǊƻǳƴŘ 
express driven by shift of FTL volumes from unorganised sector (~70% of road volumes in FY16) to organised. EBITDA growth is 

expected to be driven by improving operating efficiencies. 

Crystal Ball Gazing 

Healthy Revenue and EBITDA growth 
Improving profitability to result in healthy returns 
over the medium term despite aggressive capex 

Limited re-rating potential 

PAT CAGR of ~22%, exit 
multiple of 24x 

Cumulative Dividends of 
Rs. 16/share 

Entry = Rs. 678 @ 21x 
FY21E EPS 

TOTAL  
RETURN OF 

53% 

  FY15-FY19 FY19-FY23E 

Revenues CAGR 12% 14% 

Gross Margin 24% 27% 

EBITDA CAGR 23% 21% 

EBITDA margin 9.2% 13.2% 

EPS CAGR 29% 22% 

Total Asset Turnover (x) 4.3  3.1  

Total WC days 38 30 

Pre-tax OCF/EBITDA (%) 106% 96% 

Post Tax OCF as a % of IC 33% 28% 

Net Debt/EBITDA 0.1  (0.2) 

  FY15-FY19 FY19-FY23E 

RoE (%) 27.4% 29.1% 

RoCE (%) 25.5% 28.3% 

RoIC (%) 41.8% 45.2% 

Average 1 yr fwd     

PE (x) 28.3 - 

EV/EBITDA (x) 17.6 - 

Peak 1 yr fwd   

PE (x) 33.8 - 

EV/EBITDA (x) 21.3 - 

P/E multiple FY23E EPS Price target 

24x 42.6 1,023 
































































