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Accumulate

Strong growth in Q3, maintain Accumulate CMP Rs 254
= Q3 revenues, EBITDA and PAT grew by 25%, 86% and 173% YoY at |arget/Upside Rs 290 / 14%
Rs6.2bn, Rs842mn and Rs519mn respectively driven by strong growth  NIFTY 13,635
in ECD. Cash balance on books remained healthy at Rs1.7bn compared Scrip Details
to Rs842mn in Q2FY21 with healthy working capital management. -
Equity / FV Rs212mn/Rs 1
= QOrient coptinued to grow under ECD segment with a g'row‘th of 42% N Market Cap Rs 54bn
Q3 and higher margins by 250bps at 14.9%, though lighting declined
8% due to slowdown in B2B. Better ECD mix and focus on cost USD 738mn
rationalization helped company to continue growth trajectory. 52-week High/Low Rs 287/ 145
=  Priority remains to shift towards optimum mix with 75% of revenues AV8. Volume (no) 379,930
from ECD business vs 65%a year back; WC days have fallen to 18 days’ Bloom Code ORIENTEL IN
vs 60 ‘days in FY20. We like the premlumls‘atlon. story of Orient and Price Performance 1M 3M_ 12M
value it at 46x Sep22E, at an Accumulate rating with a TP of Rs290.
Absolute (%) 11 20 8
Stellar growth led by ECD business Rel to NIFTY (%) 14 3 (4

Q3 recorded stellar growth in revenues at 25% YoY at Rs6.2bn led by 42%
growth in ECD business, pushed by festive demand and pre-buying due to
rising input prices. EBITDA came in at Rs842mn up by 86% YoY with margins
rising by 448bps to 13.6% in Q3 due to slashed staff cost and other

Shareholding Pattern
Jun'20 Sep'20 Dec'20

by 9% d 16% Yoy velv: ARP h b Promoters 38.5 38.5 38.5
expenses by 9% an 6 YoY respectively; expenses have been
restored gradually. Finance charges came in lower by 30% YoY with lower MF/Banks/Fls 212 220 230
WC borrowings, gross debt remained stable at Rs150mn levels. Better  Flls 5.1 6.1 7.5
collections and higher proportion of channel financing led to fallin WCdays  public /Others  35.2 33.4  31.0
by 42 days to 18 days in Q3 compared to FY20 levels, CCC days came in at )
40 days in current quarter. Valuation (x)
FY21E FY22E FY23E
P/E 55.7 46.5 354
EV/EBITDA 29.1 24.6 19.3
ROE (%) 25.2 26.3 29.5
ROACE (%) 23.6 22.4 24.7
Estimates (Rs mn)
Q3FY21 Result (Rs Mn) FY21E FY22E FY23E
Particulars Q3FY21 Q3FY20 YoY(%) Q2FY21 QoQ (%) Revenue 19,302 23,163 26,329
Revenue 6,183 4,957 24.7 4,338 42.6 EBITDA 1,850 2,211 2,770
Total Expense 5,342 4,504 18.6 3,760 42.1 PAT 966 1,156 1,522
EBITDA 842 453 86.0 578 458 £ps (Rs)) 46 54 79
Depreciation 108 104 4.0 107 1.0
EBIT 734 348 110.5 470 56.0
Other Income 7 12 (45.2) 7 (8.1)
Interest 46 66 (30.6) 45 2.7 VP - Research: Vinod Chari
EBT 694 295 135.6 433 60.4 Tel: +91 22 40969776
Tax 175 104 67.9 109 60.8 E-mail: vinodc@dolatcapital.com
RPAT 519 191 172.7 324 60.2
APAT 519 191 172.7 324 60.2 .
(bps) (bps) Associate: Pranav Lala
Tel: +9122 40969722
Gross Margin (%) 31.0 34.1 (310) 333 (224) . .
: E-mail: pranavi@dolatcapital.com
EBITDA Margin (%) 13.6 9.1 448 133 30
NPM (%) 8.4 3.8 456 7.5 93
Tax Rate (%) 25.2 354 (1016) 25.1 7
EBIT Margin (%) 11.9 7.0 483 10.8 102
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Continued focus on premiumization, expansion and better mix

All channels continued to grow on account of a fully restored supply chain and e-
commerce grew 3x in Q3. ECD business grew 42% YoY mainly led by pre-buying due
to expected material price hike, margins for appliances and fans came in better at
14.9% up by 250bps in Q3. WC in fans and appliances segment has reduced by 40
days and 20 days respectively on account of better inventory management,
collections and credit terms. Although lighting and switchgear segment witnessed a
decline of 8% in revenues due to slowdown in B2B order execution, there was an
upsurge in traction witnessed from Tier 2 and 3 cities. Margins under lighting
continued to improve with effective FG inventory and cost management and a
targeted focus on high wattage lamps to push volumes.

Maintain Accumulate with TP of Rs290

The business remains strong underway to achieve its expansion and mix targets with
ECD contribution to 75% of revenues vs 65% in Q3FY20; this has increased scope for
channel financing in turn driving WC to 18 days. We have increased our margin
assumptions for FY21 to factor in the 9M margins and the fact that Q4 is a seasonally
strong quarter (Exhibit 1). We recommend buying the stock at a reasonable valuation
and maintain Accumulate with a TP of Rs290at 46x Sep22E.

Exhibit 1: Change in estimates

(Rs Mn) FY21E FY22E FY23E
Earlier New Change | Earlier New Change| Earlier New Change
Sales 19,302 19,302 0.0| 23,163 23,163 0.0| 26,329 26,329 0.0
EBITDA 1,407 1,850 31.5 2,124 2,211 4.1 2,655 2,770 4.3
EBITDA margins 7.3 9.6 229.6 9.2 9.5 37.8 10.1 10.5 43.5
PAT 618 966 56.4 1,055 1,156 9.6 1,463 1,522 4.0
EPS (Rs) 2.9 4.6 56.4 5.0 5.4 9.6 6.9 7.2 4.0
Source: Company, DART
Exhibit 2: Quarterly Performance
Particulars (Rs mn) Q3FY20 Q4FY20 QIFY21 Q2FY21 Q3FY21 YoY (%) QoQ(%)  pyod  pyon YoV (%)
Net Revenue 4,957 5,631 1,788 4,338 6,183 24.7 42.6 14,987 12,309 (17.9)
Cost of materials consumed 2,088 1,979 156 1,290 1,945 (6.8) 50.9 5,754 3,391 (41.1)
Purchase of Stock in trade (458) 176 570 35 (3) (99.3) (109.5) (516) 601 (216.4)
g;?gges inInventories, WIP 1 634 1757 550 1,570 2,322 421 479 4,944 4,443 (10.1)
Total Raw Material Cost 3,265 3,912 1,275 2,894 4,265 30.6 47.3 10,182 8,434 (17.2)
Staff Expenditure 510 496 426 423 465 (8.8) 99 1,489 1,314 (11.7)
Other Expenses 729 572 279 443 612 (16.1) 383 2,204 1,333 (39.5)
EBITDA 453 652 (193) 578 842 86.0 45.8 1,112 1,227 10.3
Depreciation 104 106 107 107 108 4.0 1.0 296 322 9.0
EBIT 348 546 (299) 470 734 1105 56.0 817 905 10.8
Other Income 12 15 9 7 7 (45.2)  (8.1) 26 23 (13.3)
Interest 66 77 63 45 46  (30.6) 2.7 184 153  (16.8)
PBT 295 484 (353) 433 694 135.6 60.4 658 774 17.6
Tax 104 126 (80) 109 175 67.9 60.8 230 204 (11.6)
Net Profit 191 358 (273) 324 519 172.7 60.2 428 571 33.2
Reported EPS 0.9 1.7 (1.3) 1.5 24 1727 60.2 2.0 2.7 33.2
Source: Company, DART
2 Orient Electric
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Exhibit 3: Operating Cost as a % of Sales

Particulars Q3FY20 Q4FY20 QIFY21 Q2FY21 Q3FY21 YoY (%) QoQ(%)  rvoo  proq  YoV(%)
Raw Material Cost 659 695 713 667  69.0 3095 2240 679 685 586
Staff Cost 103 88 238 9.8 75 (276.9) (223.5) 99 107 742
Other Expenses 147 102 156 102 99 (481.1) (30.5) 147 108 (387.4)
Source: Company, DART

Exhibit 4: Margins (%)

Particulars Q3FY20 Q4FY20 QIFY21 Q2FY21 Q3FY21 YoY (%) QoQ(%) oo pvea  YoV(%)
GM 341 305 287 333 310 (3095) (2240) 321 315 (58.6)
EBITDA 91 116 (10.8) 133 136 4485 300 74 100 2547
EBIT 7.0 97 (167) 108 119 4834  102.0 5.4 74 190.2
PBT 5.9 86 (19.8) 100 112 5285 1248 4.4 63 1896
NPM 3.8 64  (15.3) 75 84 4557 926 2.9 46 1778
Source: Company, DART

Exhibit 5: Segment Performance

Revenue Q3FY20 Q4FY20 QIFY21 Q2FY21 Q3FY21 YoY (%) QoQ(%)  pvoo  pvag YOY(%)
Revenue

ECD 3248 4545 1035 3044 4605 418 513 10,371 8,683  -16.3
Lighting & Switchgear 1709 1086 753 1294 1579  (7.6)  22.0 4,615 3,626 -21.4
Total 4,957 5631 1,788 4,338 6,183 247  42.6 14,987 12,309 -17.9
EBIT

ECD 402 716 71 512 e85 703 339 1,101 1,126 22
Lighting & Switchgear 226 123 48 189 203 (9.9) 78 474 440 7.0
EBIT Margin (%)

ECD 124 158 68 168 149 2493 (115 106 130 235
Lighting & Switchgear 132 113 64 146 129 (32.6) (11.6) 103 121 188
Segment Capital employed

ECD 2439 2159 1856 1016 1154 (52.7) 136 2,439 1,154 -52.7
Lighting & Switchgear 1918 1913 1809 1343 978 (49.0) (27.2) 1,918 978  -49.0
Other Unallocable 967 478 335 1200 1951 (301.9) 626 (967) 1,951 -301.9

Source: Company, DART
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Exhibit 6: Sales (Rs Mn) & QoQ Growth (%)

Exhibit 7: EBITDA & QoQ Growth (%)
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Exhibi

t 8: PAT & QoQ Growth (%)

Exhibit 9: Margin Trends (%)
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Exhibit 10: Quarterly revenue contribution (%) Exhibit 11: Return Ratio
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Exhibit 12: QoQ EBIT margins and contribution
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Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 20,618 19,302 23,163 26,329
Total Expense 18,854 17,452 20,951 23,560
COGS 14,094 13,222 15,866 17,772
Employees Cost 1,985 1,834 2,200 2,501
Other expenses 2,776 2,396 2,884 3,286
EBIDTA 1,764 1,850 2,211 2,770
Depreciation 401 414 523 573
EBIT 1,363 1,436 1,688 2,196
Interest 261 202 236 268
Other Income 41 58 93 105
Exc. / E.O. items 0 0 0 0
EBT 1,143 1,291 1,545 2,034
Tax 357 325 389 512
RPAT 786 966 1,156 1,522
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 786 966 1,156 1,522
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 212 212 212 212
Minority Interest 0 0 0 0
Reserves & Surplus 3,382 3,865 4,488 5,399
Net Worth 3,594 4,078 4,700 5,611
Total Debt 947 1,265 2,358 1,785
Net Deferred Tax Liability 14 14 14 14
Total Capital Employed 4,555 5,357 7,072 7,410
Applications of Funds

Net Block 1,969 1,954 2,431 2,257
CWIP 35 0 0 0
Investments 0 0 0 0
Current Assets, Loans & Advances 7,616 8,606 10,293 11,288
Inventories 2,865 2,739 3,052 3,470
Receivables 3,889 3,966 4,569 4,761
Cash and Bank Balances 75 834 1,233 1,258
Loans and Advances 0 0 0 0
Other Current Assets 787 766 839 899
Less: Current Liabilities & Provisions 5,064 5,203 5,652 6,135
Payables 3,305 3,490 3,808 4,184
Other Current Liabilities 1,759 1,713 1,844 1,951
Net Current Assets 2,552 3,403 4,642 5,153
Total Assets 4,555 5,357 7,072 7,410

E — Estimates
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Important Ratios

Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)

Gross Profit Margin 31.6 315 315 325
EBIDTA Margin 8.6 9.6 9.5 10.5
EBIT Margin 6.6 7.4 7.3 8.3
Tax rate 31.2 25.2 25.2 25.2
Net Profit Margin 3.8 5.0 5.0 5.8
(B) As Percentage of Net Sales (%)

COGS 68.4 68.5 68.5 67.5
Employee 9.6 9.5 9.5 9.5
Other 13.5 12.4 12.5 12.5
(C) Measure of Financial Status

Gross Debt / Equity 0.3 0.3 0.5 0.3
Interest Coverage 5.2 7.1 7.2 8.2
Inventory days 51 52 48 48
Debtors days 69 75 72 66
Average Cost of Debt 23.8 18.3 13.0 12.9
Payable days 59 66 60 58
Working Capital days 45 64 73 71
FAT/O 10.5 9.9 9.5 11.7
(D) Measures of Investment

AEPS (Rs) 3.7 4.6 5.4 7.2
CEPS (Rs) 5.6 6.5 7.9 9.9
DPS (Rs) 1.1 1.3 1.5 1.8
Dividend Payout (%) 31.0 28.5 27.5 25.1
BVPS (Rs) 16.9 19.2 22.1 26.4
RoANW (%) 23.6 25.2 26.3 29.5
ROACE (%) 23.5 23.6 22.4 24.7
ROAIC (%) 32.0 31.9 32.6 36.6
(E) Valuation Ratios

CMP (Rs) 254 254 254 254
P/E 68.4 55.7 46.5 35.4
Mcap (Rs Mn) 53,800 53,800 53,800 53,800
MCap/ Sales 2.6 2.8 2.3 2.0
EV 54,672 53,931 54,325 53,427
EV/Sales 2.7 2.8 2.3 2.0
EV/EBITDA 31.0 29.1 24.6 19.3
P/BV 15.0 13.2 11.4 9.6
Dividend Yield (%) 0.5 0.5 0.6 0.7
(F) Growth Rate (%)

Revenue 10.6 (6.4) 20.0 13.7
EBITDA 24.9 49 19.5 25.2
EBIT 15.3 53 17.6 30.1
PBT 8.9 13.0 19.6 31.7
APAT 13.4 22.9 19.6 31.7
EPS 13.4 22.9 19.6 31.7
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO 1,813 1,641 1,225 2,027
CFI (1,196) (665) (1,300) (700)
CFF (859) (217) 473 (1,302)
FCFF 617 1,276 225 1,627
Opening Cash 316 75 834 1,233
Closing Cash 75 834 1,233 1,258

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell <0%

Rating and Target Price History
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