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CMP: | 120    Target: | 140 (17%)      Target Period: 12-18 months 

months  

 Elgi Equipments (ELGEQU) 

 BUY 

November 10, 2020  

Strong all-round operational performance… 

Elgi Equipments (Elgi) reported a strong Q2FY21 with consolidated revenue 

up 8% YoY to | 480.3 crore vs. I-direct estimate of | 398.2 crore. Standalone 

revenue (domestic & direct exports compressor) de-grew 3% YoY to | 263.2 

crore (~55% of consolidated topline) while international compressor 

business posted robust growth of 43.8% YoY (contributing ~38% of 

consolidated topline), the automotive segment revenue declined 23.8% YoY 

(~7% of firm's topline). EBITDA margins improved significantly by 630 bps 

YoY to 13.8% in Q2FY21 (much better than our estimates of 6%) primarily 

due to better revenue booking and significant reduction in operating 

expenses as business operations and demand revived in key geographies. 

Hence, absolute EBITDA almost doubled to | 66.3 crore YoY (vs. our 

estimate of | 23.9 crore). PAT came in at | 33.3 crore, up 185% YoY mainly 

on account of better profitability margins, higher other income. Other 

income grew 65% to | 5.3 crore on a YoY basis. 

Visible green shoots in India business amid challenges 

Elgi’s standalone air compressor (domestic plus direct export) revenue 

declined mere 3% to | 263 crore in Q2FY21. While pure domestic air 

compressor sales came in better than expected with decline of 11% YoY to 

| 191 crore. Elgi is on track on its strategy to curtail employee cost and 

reduce fixed cost by ~15-20% in FY21E primarily in India business. Elgi has 

seen activities across all major industries and expects further revival in 

capacity building with smaller incremental investments by industries. Its 

disrupted AB series oil free compressor is gaining good traction in India as 

well as abroad. After-market (~20-25% to India topline), continues to see 

strong traction across geographies. Debt has reduced to | 100 crore in 

Q2FY21 and is expected to further reduce by | 30 crore in H2FY21 while 

working capital has also reduced, QoQ and cash position remains strong. 

The operational run rate is expected to continue over H2FY21E. 

Strong international performance; key to future growth… 

In Q2FY21, air compressor international sales (including exports from India) 

contributed ~57% to total air compressor sales in Q2FY21 topline with 

growth of ~39% to | 253 crore YoY. It performed well in key international 

markets led by Australia, US, Europe while South East Asia, Gulf reported 

moderate performances. Margins are expected to improve due to ramp-up 

in international business, operating cost reduction initiatives to lead 

incremental revenue, future growth and positive operating leverage.  

Valuation & Outlook 

Going ahead, further traction in international market, new products like oil 

free compressors (AB series) would aid growth while green shoots of revival 

visible in India business would further aid topline. Also, its strategy on cost 

reduction, focus on cash business would help deal with working capital, debt 

reduction and liquidity situation. We expect revenue, EBITDA growth of 

7.9%, 37%, CAGR, respectively, in FY20-22E. We revise our target price to | 

140 (32x FY22 EPS of | 4.4) and upgrade our rating from HOLD to BUY. 

  

 

Key Financial Summary 

(| cro re ) FY19 FY20 FY21E FY22E C AG R (FY20-22E)

Revenue 1,863.5          1,829.4          1,759.9           2,129.4           7.9%

EBITDA 191.8             133.9             197.1              251.3              37.0%

EBITDA  Margin (% ) 10.3               7.3                 11.2                11.8                

Net Prof it 103.1             42.6               91.1                138.5              80.3%

EPS (|) 3.3                 1.3                 2.9                  4.4                  

P/E (x) 36.9               89.3               41.7                27.5                

EV /EBITDA  (x) 20.3               30.7               20.5                15.6                

RoCE (% ) 13.8               6.5                 11.4                15.3                

RoE (% ) 13.4               5.5                 11.2                15.0                

G row th 36.0               (1.8)               (3.8)                 21.0                
 

 

Source: ICICI Direct Research, Company 

 

Particulars 
 

Par ticu lar Am o u n t

Market Capita liz ation | 3803 Crore

Tota l Debt (FY 20) | 390 Crore

Cash & Inv . (FY 20) | 86 Crore

EV  (FY 20) | 4107 Crore

52 w eek H/L  (|) 142 / 51

Equity capita l | 31.7 Crore

Face va lue | 1
 

 

 

Key Highlights 

 Air compressor international sales 

(including export from India) that 

contributed ~57% to total air 

compressor sales in Q2FY21, grew 

39% YoY 

 Pure domestic air compressor sales 

came in better than expected with a 

fall of ~11%, YoY to | 191 crore 

 Revise target price to | 140 and 

change our rating from HOLD to BUY 

Research Analyst 

Chirag Shah 

shah.chirag@icicisecurities.com 

  

Amit Anwani 

amit.anwani@icicisecurities.com 
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Exhibit 1: Variance Analysis 

Q2FY21 Q2FY21E Q2FY20 YoY (%) Q1FY21 QoQ (%) Comments

Revenue 480.3 398.2 444.7 8.0 286.1 67.9
Standalone down mere 3% YoY with international 

up ~43.8% YoY 

Other Income 5.3 4.3 3.2 65.1 5.7 -8.4

Total Revenue 485.5 402.5 447.9 8.4 291.9 66.4

Raw material cost 250.6 207.8 237.6 15.3 148.5 63.5

Employee Expenses 101.0 94.4 96.2 5.0 87.6 15.3 Employee cost to normalise at current levels

Total Other expenses 62.3 72.1 77.5 -19.6 41.3 50.9
Reduction in operating expenses due to various 

operating cost reduction initiatives

Operating Profit (EBITDA) 66.3 23.9 33.4 98.5 8.7 663.9

EBITDA Margins 13.8 6.0 7.5 3.0

Interest 3.4 3.7 3.6 -5.5 3.7 -6.6

Depreciation 18.2 17.6 15.7 16.1 17.5 4.1

Total Tax 17.7 1.9 5.9 202.3 2.0 790.6

PAT 33.3 5.0 11.7 185.1 -8.7 -481.0

Q2FY21 Q2FY21E Q2FY20 YoY (%) Q1FY21 QoQ (%)

Revenue (Segment-wise) 480.3 398.2 444.7 8.0 286.1 67.9

Air Compressors 443.7 362.7 396.8 11.8 266.6 66.4
Positive surprise with signs of revivals in domestic 

business and strong growth in international 

% of Sales 92% 91% 89% 93%

Automotive Equipments 36.6 35.5 48.0 -23.8 19.5 87.6
 Automotive space expected to revive in line with 

auto sales

% of Sales 8% 9% 11% 7%

EBT Margin

Air Compressors 47.1 2.0 29.8 58.2 13.8 241.7

EBT Margin 10.6% 0.0 7.5% 5.2%

% of EBT 94.4 87.0 92.3 79.9

Automotive Equipments 2.8 0.3 2.5 13.7 3.5 -19.0

EBT Margin 7.7% 0.0 5.1% 17.8%

% of EBT 5.6 13.0 7.7 20.1
v 

Source: Company, ICICI Direct Research 

 

 

Exhibit 2: Change in estimates 

FY19 FY20 FY21E % FY22E %

| cro re O ld Ne w C h an g e O ld Ne w C h an g e C o m m e n ts

Revenue 1,863.5 1,829.4 1,536.7 1,759.9 14.5 2,097.6 2,129.4 1.5

rev ised revenue grow th in- line w ith 

ramp-up in domestic & international 

activ ities .

EBITDA 191.8 133.9 77.6 197.1 154.0 226.5 251.3 10.9

EBITDA  margin (% ) 10.3 7.3 5.0 11.2 615 bps 10.8 11.8 100 bps

PA T 103.1 42.6 9.3 91.1 880.0 98.3 138.5 40.9

EPS (|) 3.3 1.3 0.3 2.9 858.6 6.2 4.4 -29.5
 

Source: Company, ICICI Direct Research 
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Financial story in charts 

Exhibit 3: Revenue trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 4: Revenue segmentation 
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Source: Company, ICICI Direct Research 

 

Exhibit 5: EBITDA and EBITDA margin trend 
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Source: Company, ICICI Direct Research 
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Exhibit 6: PAT and PAT margin trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 7: Return ratios to improve 
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Source: Company, ICICI Direct Research 
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Exhibit 8: Recommendation history vs. consensus estimate 
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Source: Reuters, Company, ICICI Direct Research, I-direct coverage on Elgi Equipment was initiated on 17
th

 August 2018 

 

Exhibit 9: Top 10 shareholders 

Ran k In ve s to r  Nam e Filin g  Date % O /SPo s itio n  (%) C h an g e

1 Dark Horse Portfolio 2-O ct-20 16.4 51.93m 0.00m

2 International Convey 10-Sep-20 15.9 50.52m 0.00m

3 Pari Washington Co P 8-Sep-20 9.5 30.11m 0.00m

4 Sbi Funds  Management 30-Sep-20 8.8 27.94m 0.00m

5 V aradaraj Jairam 2-O ct-20 8.7 27.41m 0.00m

6 G agandeep Credit Cap 30-Jun-20 5.2 16.31m 0.00m

7 Elgi Ultra  Indus trie 2-O ct-20 3.8 12.16m 0.00m

8 Firs t S tate Inves tme 31-Mar-20 3.7 11.76m 0.00m

9 Nalanda India Equity 30-Jun-20 2.8 8.88m 0.00m

10 Wasatch A dv isors  Inc 30-Jun-20 1.7 5.42m (0.27)m
 

Source: Reuters, Company, ICICI Direct Research 

 

Exhibit 10: Shareholding pattern 

(in  %) Se p -19 De c-19 Mar -20 Ju n -20 Se p -20

Promoter 31.9 31.9 31.9 31.9 31.9

FII 19.7 20.6 20.7 21.1 21.9

DII 10.1 9.6 10.3 10.2 10.3

O thers 38.3 37.9 37.1 36.8 35.9
 

Source: Company, ICICI Direct Research 
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Exhibit 11: Profit and loss statement                          (| crore) 

(| C ro re ) FY17 FY19 FY20 FY21E FY22E

Ne t Sale s 1,863.5   1,829.4 1,759.9 2,129.4 

O ther O perating Income -            -          -          -          

Tota l O perating Income 1,863.5   1,829.4 1,759.9 2,129.4 

%  G rowth 36.0        (1.8)      (3.8)      21.0      

O ther Income 10.3        15.2      11.1      20.5      

Tota l Revenue 1,873.8   1,844.6 1,771.0 2,149.9 

G row th (% ) 35.6        (1.6)       (4.0)       21.4      

Tota l Raw  Materia l Cos ts 1,031.1   980.6    923.9    1,156.3 

Employee Expenses 340.8      404.6    392.5    421.6    

O ther expenses 299.8      310.3    246.4    300.3    

Tota l O perating Expense 1,671.7   1,695.5 1,562.8 1,878.2 

EBIT DA 191.8      133.9    197.1    251.3    

G row th (% ) 37.8        (30.2)     47.2      27.5      

Interes t 9.0          15.5      13.0      6.4        

PBDT 193.1      133.6    195.2    265.4    

Depreciation 51.7        65.2      69.5      73.5      

PBT before Exceptiona l 141.3      68.3      125.7    191.9    

Tota l Tax 40.4        27.0      35.8      54.7      

PA T before MI 100.9      41.3      89.9      137.2    

Minority  Interes t -            -          -          -          

PAT 103.1      42.6      91.1      138.5    

G row th (% ) 39.3        (58.7)     - -

EPS* 3.3          1.3        2.9        4.4        
vv 

Source: Company, ICICI Direct Research 

 

Exhibit 12: Cash Flow Statement                               (| crore) 

(| C ro re ) FY19 FY20 FY21E FY22E

Prof it a f ter Tax 103.1   42.6      91.1    138.5   

Depreciation 51.7     65.2      69.5    73.5     

Interes t 9.0       15.5      13.0    6.4       

Cash F low  before WC changes163.8   123.4    173.7  218.3   

Changes  in inventory (5.0)      (64.7)    (18.2)   (46.8)    

Changes  in debtors (23.5)    20.2      (39.0)   (34.3)    

Changes  in loans  & A dvances 2.0       0.4        (1.9)     (1.8)      

Changes  in other current assets(20.6)    (52.7)    (9.2)     (4.6)      

Net Increase in Current A ssets(47.1)    (96.9)    (68.3)   (87.5)    

Changes  in creditors 33.3     (37.9)    32.3    39.0     

Changes  in prov is ions (4.7)      (1.0)      1.9      2.3       

Net Increase in Current L iabilities69.4     (61.0)    42.2    55.8     

C F fro m  o p e ratio n s 186.1   (34.5)    147.6  186.6   

Changes  in deferred tax  assets(22.6)    8.8        -        -         

(Purchase)/Sa le  of  F ixed A ssets(114.8)  (159.9)  (15.0)   (50.0)    

C F fro m  In ve s tin g (81.6)    (126.5)  (15.0)   (50.0)    

Div idend and Div idend Tax (20.6)    (55.5)    (15.8)   (25.4)    

C F fro m  Fin an cin g (59.8)    136.5    (191.3) (71.7)    

Net Cash f low 44.8     (24.5)    (58.7)   64.9     

O pening Cash/Cash Equiva lent65.4     110.2    85.7    26.6     

C los ing Cash/ Cash Equiva lent110.2   85.7      26.6    91.4     
vv  

Source: Company, ICICI Direct Research 

Exhibit 13: Balance Sheet                                           (| crore) 

(| C ro re ) FY19 FY20 FY21E FY22E

Equity Capita l 15.8      15.8      31.7      31.7      

Reserve and Surplus 755.1    753.1    779.8    893.0    

Tota l Shareholders  funds 770.9    769.0    811.5    924.6    

Minority  Interes t -          -          -          -          

O ther Non Current L iabilities 12.5      37.1      37.1      37.1      

Tota l Debt 193.1    389.7    260.0    220.0    

T o tal L iab ilitie s 993.8    1,211.8 1,124.6 1,197.7 

G ross  Block 679.2    814.8    833.5    883.5    

A cc: Depreciation 167.6    207.1    276.6    350.1    

Net Block 511.6    607.6    556.9    533.4    

Capita l WIP 5.1        3.7        -          -          

Tota l F ixed A ssets 516.8    611.4    556.9    533.4    

Non Current A ssets 49.3      41.9      41.9      41.9      

Inventory 278.7    343.4    361.6    408.4    

Debtors 366.9    346.8    385.7    420.1    

L oans  and A dvances 7.3        6.9        8.8        10.6      

O ther Current A ssets 61.3      114.0    123.2    127.8    

Cash 110.2    85.7      26.6      91.4      

Tota l Current A ssets 824.4    896.7    905.9    1,058.3 

Current L iabilities 246.7    208.8    241.1    280.0    

Prov is ions 13.1      12.2      14.0      16.3      

Net Current A ssets 420.3    553.6    520.6    617.2    

T o tal As s e ts 993.8    1,211.8 1,124.7 1,197.7 
v 

Source: Company, ICICI Direct Research 

 

 

 

Exhibit 14: Key Ratios 

FY19 FY20 FY21E FY22E

Pe r  Sh are  Data

EPS 3.3         1.3         2.9         4.4         

BV S 24.3       24.3       25.6       29.2       

Div idend per share 0.7         1.8         0.5         0.8         

Dv idend payout ratio 20.0       130.3     17.4       18.3       

O p e ratin g  Ratio s

EBITDA  Margin 10.3       7.3         11.2       11.8       

PA T Margin 5.5         2.3         5.2         6.5         

Inventory days 54.6       68.5       75.0       70.0       

Debtor days 71.9       69.2       80.0       72.0       

Creditor days 48.3       41.7       50.0       48.0       

Re tu rn  Ratio s

RoE 13.4       5.5         11.2       15.0       

RoCE 13.8       6.5         11.4       15.3       

RoIC 14.4       5.7         10.8       14.7       

V alu atio n  Ratio s

EV  / EBITDA 20.3       30.7       20.5       15.6       

P/E 36.9       89.3       41.7       27.5       

EV  / Net Sa les 2.1         2.2         2.3         1.8         

Sa les  / Equity 2.4         2.4         2.2         2.3         

Market Cap / Sa les 2.0         2.1         2.2         1.8         

Price to Book V a lue 4.9         4.9         4.7         4.1         

T u rn o ve r  Ratio s

A sset turnover 1.7         1.4         1.5         1.6         

Debtors  Turnover Ratio 5.2         5.1         4.8         5.3         

Creditors  Turnover Ratio 8.1         8.0         7.8         8.2         

So lve n cy Ratio s

Debt / Equity 0.3         0.5         0.3         0.2         

Current Ratio 2.7         3.7         3.4         3.3         

Q uick Ratio 1.7         2.1         2.0         1.9         
 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors 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 : -5% to -15%; 

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 

 

 
research@icicidirect.com 
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