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June 25, 2020 

CMP: | 262  Target:  | 310 (18%)     Target Period:  12-18 months 

Ador Welding (ADOWEL) 

 BUY 

 

Reasonable performance amid economic challenges 

Ador Welding (AWL) reported consolidated revenues at | 139.9 crore, down 

6.9% YoY, impacted by disrupted business activities across sectors. 

Revenue for FY20 was at | 526.5 crore, up 2.6% YoY. EBITDA was at | 7.6 

crore, down 23.2% YoY impacted by higher other operating expenses owing 

to one-time provisions. EBITDA margins fell 160 bps YoY to 7.6%. However, 

gross margins for Q4FY20, FY20 improved 280 bps, 100 bps to ~29%, 

30.4%, respectively. EBITDA margin for FY20 was at 8.2% with a marginal 

decline of 40 bps YoY. PAT was at | 6.9 crore, down 8.8% YoY, supported 

by lower effective tax rate for the quarter. For FY20, PAT was at | 28.7 crore, 

up 17.1% YoY, aided by new tax regime benefit. AWL lost ~| 30-40 crore 

revenue in Q4FY20 due to Covid-19 lockdowns. 

Consumable segment to lead sustained long term growth… 

For Q4FY20, consumable segment revenue was at | 106.8 crore (contributes 

~75% to revenue), down 4.9% YoY while EBIT margin fell 600bps to 13.2% 

impacted by higher other expenses, which included one-time provisions. It 

is expected to sustain EBIT margins at ~14-16% in the next two years. 

Consumable segment RoCE for FY20 was at 37.7%. We expect it to sustain 

in the range of 35-40% aided by mix of operating efficiencies, product mix 

and innovation & growing investments in infrastructure and manufacturing 

sectors once the economy starts reviving. Currently, operations are running 

at ~50% of pre-Covid levels. For FY20, consumable segment volumes grew 

5.3% YoY to ~40000 MT and are expected to sustain these levels once 

business activities normalise. 

Green shoots in PEB business; to aid PAT, RoCE 

Equipment and project & engineering business revenue fell 10.5% YoY to | 

34 crore while it reported loss of | 1.7 crore at EBIT level (vs. | 7.1 crore EBIT 

loss in Q4FY19). For FY20, this segment reported revenue at | 122.9 crore, 

down 3.7%, YoY. Within this segment, equipment business fell ~4.7%, YoY 

and project engineering business (PEB) grew 18% YoY backed by decent 

execution for FY20. For FY20, PEB business reported PBT level loss of ~| 

17 crore while equipment business reported PBT level profit of ~| 3.5 crore. 

We expect PEB losses to reduce further in next two years with focus on 

project execution ramp-up and cost efficiencies. Equipment business may 

continue to face headwinds in the near term.  

Valuation & Outlook 

AWL has performed reasonably well in consumables business aided by 

gross margin improvement owing to product mix while PEB business has 

seen some green shoots and holds key. Debt, working capital position 

(increased to 90 days in FY20) will be closely watched amid economic 

slowdown. We value AWL on 15x FY22E EPS and arrive at a revised target 

price of | 310. We maintain our BUY rating. Key risks: Delay in PEB 

execution, working capital stress. 

 

  

 

Key Financial Summary 

 

es

(| C ro re ) FY18 FY19 FY20P FY21E FY22E  C AG R FY20-22E 

Revenue (| crore) 458.3             513.3             526.5              405.2                540.8              1.3%

EBITDA  (| crore) 34.0               43.9               42.9                28.5                  47.8                5.5%

EBITDA  margin (% ) 7.4                 8.6                 8.2                  7.0                    8.8                  

Net Prof it (| crore) 18.4               24.5               28.7                13.0                  28.1                -1.2%

EPS (|) 13.5               18.0               21.1                9.5                    20.6                

P/E (x) 19.4               14.5               12.4                27.5                  12.7                

Price / Book (x) 1.5                 1.4                 1.3                  1.3                    1.2                  

EV /EBITDA  (x) 12.4               9.0                 10.1                15.2                  8.6                  

RoCE (% ) 10.0               13.3               12.0                7.2                    12.7                

RoE (% ) 7.5                 9.4                 10.7                4.8                    9.7                  
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Par ticu lar Am o u n t

Market Capita liz ation | 356 Crore

Tota l Debt (FY 20) | 82 Crore

Cash and Inv  (FY 20) | 6 Crore

EV  (FY 20) | 432 Crore

52 w eek H/L  (|) 360 / 158

Equity capita l | 13.6 Crore

Face va lue (|) 10.0
 

 

Price Performance 
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Key Highlights 

 For Q4FY20, consumables segment 

revenue came in at | 106.8 crore (which 

contributes ~75% to total revenue), 

down 4.9% on YoY 

 For Q4FY20, equipment and project & 

engineering business revenue fell 

10.5% YoY to | 34 crore 

 Value AWL on 15x FY22E EPS and 

arrive at a revised target price of | 310. 

Maintain BUY rating 
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Company Update | Ador Welding 

Exhibit 1: Variance Analysis 

EESeses

Ye ar Q 4FY20Q 1FY22E Q 4FY19 Yo Y (%) Q 3FY20 Q o Q  (%) C o m m e n ts

Income f rom O peration 139.9 150.2 (6.9) 127.9 9.4
Impacted by 4.9%  Y oY  decline in consumable segment 

(w hich contributes  ~75%  to revenue)

O ther Income 1.6 1.9 (13.7) 2.6 (36.7)

Cos t of  materia ls  consumed 100.9 109.29 (7.7) 79.91 26.3

Pow er & Fuel 0.0 0.0 - 0.0 -

Changes  in inventories  of  

f inished goods  & WIP

(1.4) 1.8 (181.8) 6.2 (123.1)

Employee cos t 9.5 11.0 (14.0) 11.7 (19.0)

O ther expenses 20.3 14.3 42.2 18.0 12.7
O ther expenses  increase due to some one-time 

prov is ions

EBITDA 10.6 13.9 (23.2) 12.0 (11.6)

EBITDA  Margin (% ) 7.6 9.2 -162 bps 9.4 -181 bps

Depreciation 2.9 2.6 12.2 2.7 5.9

Interes t 2.2 2.8 (23.9) 2.2

PBT 7.3 10.4 (30.0) 9.7 (25.2)

Taxes 0.4 2.8 (86.6) 2.7 (85.8)

PA T 6.9 7.5 (8.8) 7.0 (2.0)

Segment Revenue Q 4FY 20 Q 4FY 19 Y oY  (% ) Q 3FY 20 Q oQ  (% )

Consumable 106.8 112.3 (4.9) 93.7 14.0

%  Contribution 76.4 74.8 73.3

PEB 34.0 38.0 (10.5) 34.3 (1.0)

%  Contribution 24.3 25.3 26.8
 

Source: Company, ICICI Direct Research  
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Exhibit 2: Total revenue trend…. 
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Source: Company, ICICI Direct Research 

Exhibit 3: Overall EBITDA margin (%) trend… 
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Source: Company, ICICI Direct Research 

 

Exhibit 4: Consumable segment revenue trend 
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Source: Company, ICICI Direct Research 

Exhibit 5: Consumable segment EBIT margin (%) trend.. 
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Source: Company, ICICI Direct Research 

 

Exhibit 2: Consumable segment RoCE trend.. 
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Source: Company, ICICI Direct Research 

Exhibit 3: Overall RoE, RoCE trend….. 
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Source: Company, ICICI Direct Research 
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Exhibit 4: Profit & loss statement                                   (| crore) 

(| C ro re ) FY18 FY19 FY20P FY21E FY22E

Net Sa les 513.3   526.5   400.2   535.8   

O ther O perating Income -         -         5.0       5.0       

T o tal O p e ratin g  In co m e 513.3   526.5   405.2   540.8   

%  G rowth 12.0    2.6      (23.0)   33.5    

O ther Income 10.4     10.1     8.1       10.8     

Tota l Revenue 523.6   536.6   413.3   551.6   

Cos t of  materia ls  consumed350.8   360.3   272.9   367.5   

Purchase of  s tock- in-trade 9.7       6.5       6.1       8.4       

O ther Expenses 65.5     74.7     62.0     72.2     

Tota l expenditure 469.4   483.6   376.7   493.0   

EBIT DA 43.9     42.9     28.5     47.8     

%  G rowth 29.1    (2.2)     (33.6)   67.4    

Interes t 9.1       8.6       8.4       9.1       

Depreciation 9.7       10.8     10.9     12.0     

PBT 35.5     33.7     17.3     37.5     

Tax 11.0     5.0       4.4       9.4       

PAT 24.5     28.7     13.0     28.1     

%  G rowth 33.3    17.1    (54.9)   116.7  

EPS 18.0     21.1     9.5       20.6     
 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Cash flow statement                                     (| crore) 

(| C ro re ) FY19 FY20P FY21E FY22E

Prof it a f ter Tax 24.5  28.7   13.0   28.1    

Depreciation 9.7    10.8   10.9   12.0    

Interes t 9.1    8.6     8.4     9.1      

O ther income -      -       -       -        

Prov  for Taxation 11.0  5.0     4.4     9.4      

Cash F low  before WC changes 54.3  53.1   36.6   58.6    

Change in Working Capita l 24.7  (32.1)  (14.1)  5.4      

Taxes  Pa id (10.2) (9.5)    (4.4)    (9.4)     

C as h flo w fro m  O p e ratin g  Activitie s68.8  11.4   18.2   54.6    

(Purchase)/Sa le  of  F ixed A ssets(22.6) (20.5)  (3.0)    (12.5)   

(Purchase)/Sa le  of  Inves tments (1.1)   0.7     -       -        

O ther Income -      -       -       -        

C as h flo w fro m  In ve s tin g  Activitie s(23.7) (19.9)  (3.0)    (12.5)   

Is sue/(Repayment of  Debt) (16.4) 16.9   -       (7.0)     

Changes  in Minority  Interes t -      -       -       -        

Changes  in Netw orth (8.2)   (22.7)  (8.2)    (11.5)   

Interes t (9.1)   (8.6)    (8.4)    (9.1)     

O thers (0.9)   2.1     -       -        

C as h flo w fro m  Fin an cin g  Activitie s(34.5) (12.3)  (16.6)  (27.6)   

Changes  in Cash 10.7  (20.7)  (1.4)    14.5    

O pening Cash/Cash Equiva lent 16.2  26.8   6.1     4.7      

C los ing Cash/ Cash Equiva lent 26.8  6.1     4.7     19.2    
 

Source: Company, ICICI Direct Research 

 

Exhibit 6: Balance Sheet                                              (| crore) 
esesv

(| C ro re ) FY19 FY20P FY21E FY22E

Share Capita l 13.6      13.6     13.6      13.6    

Reserves  & Surplus 247.8    253.8   258.6    275.2  

Ne two r th 261.4    267.4   272.2    288.8  

Tota l Debt 65.0      81.9     81.9      74.9    

Deferred tax  liability  (net) 8.9        4.3       4.3        4.3      

T o tal L iab ilitie s 338.3    361.3   358.6    368.2  

G ross  Block 263.4    285.0   287.5    299.5  

A cc: Depreciation 157.1    167.8   178.8    190.7  

Net Block 106.3    117.2   108.8    108.8  

Capita l WIP 1.0        0.3       0.8        1.3      

Inves tments 13.2      12.5     12.5      12.5    

Inventory 51.6      62.2     63.6      63.9    

Sundry debtors 84.6      129.8   128.1    128.6  

Cash and bank ba lances 26.8      6.1       4.7        19.2    

L oans  and advances 1.6        1.6       1.2        1.6      

O ther Current A ssets 28.9      19.4     20.0      22.5    

Tota l current A ssets 275.4    281.1   275.6    289.3  

CL & Prov . 70.5      64.1     66.9      71.5    

Net Current A ssets 184.7    196.0   198.8    206.2  

T o tal As s e ts 338.2    361.3   358.5    368.3  
 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Key ratios  

(Ye ar -e n d  March )FY18 FY19 FY20P FY21E FY22E

EPS 18.0      21.1      9.5        20.6      

Cash EPS 25.2      29.0      17.6      29.4      

BV 192.2    196.7    200.2    212.4    

DPS 5.0        13.0      5.0        7.0        

Cash Per Share 115.5    123.4    131.5    140.3    

EBIT DA Marg in 8.6        8.2        7.0        8.8        

PBT / Net Sa les 6.7        6.1        4.3        6.6        

PA T Margin 4.8        5.5        3.2        5.2        

Inventory days 36.7      43.1      57.3      43.1      

Debtor days 60.2      90.0      115.4    86.8      

Creditor days 47.6      42.2      57.3      46.1      

RoE 9.4        10.7      4.8        9.7        

Ro C E 13.3      12.0      7.2        12.7      

RoIC 15.9      11.6      6.6        13.4      

P/E 14.5      12.4      27.5      12.7      

EV  / EBITDA 9.0        10.1      15.2      8.6        

EV  / Net Sa les 0.8        0.8        1.1        0.8        

Market Cap / Sa les 0.7        0.7        0.9        0.7        

Price to Book V a lue 1.4        1.3        1.3        1.2        

Debt/EBITDA 1.5 1.9 2.9 1.6

Ne t De b t / Eq u ity 0.1 0.3 0.3 0.2

Current Ratio 2.4        3.3        3.2        3.0        

Q uick Ratio 1.6        2.4        2.2        2.1        
v 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 
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