Results Update
26" July 2023

Mobile revenues dominate growth, while margin improvement seen across segments

Est. Vs. Actual for Q1FY24: Revenue — BEAT ; EBITDA Margin — MISS ; PAT — MISS
Change in Estimates post Q1FY24

FY24E/FY25E: Revenue: -2%/-0.48%; EBITDA: -2.2%/+0.51%; PAT: -2.8%/+0.54%
Recommendation Rationale

e Mobile segment dominates revenue growth: The company witnessed 15% revenue growth
mainly led by strong growth in Mobile & EMS segment (up 38% YoY) during the quarter. The
EBITDA margins witnessed an improvement of 59 bps YoY to 4.1%. The margin improvement
was seen across segments led by operating leverage, passing on higher RM prices, cost
optimisation measures, and a higher share of ODM revenues ( especially in Lighting &
Washing Machines).

e Healthy growth prospects: The Mobile segment is expected to contribute a significant part of
revenue growth and the management is confident of healthy growth in the segment going
forward.However, we expect moderate growth in Consumer Electronics and Lighting Segment
for FY24. Furthermore, healthy growth in Washing Machines and new verticals including
Refrigerators, Wearable & Hearables, IT hardware, Laptops, and Telecom Equipment is
expected to aid the company in achieving profitable growth going forward.

Sector Outlook: Optimistic

Company Outlook & Guidance: The management refrained from issuing revenue guidance but is
confident of healthy growth along with margins in the range of 4.2%- 4-5% going forward. The
management remained optimistic about growth led by a) Increasing Mobile revenues, b) Increasing
launches of products in the lighting segment, c) Contribution from new segments, d) Contribution
from exports and e) New Customer additions across segments.

Current Valuation: 45X FY25E of Rs 92 (Earlier Valuation: 42X FY25E of Rs 91)
Current TP: Rs 4,140/share (Earlier TP: Rs 3,840/share)
Recommendation: We change our stance to HOLD from BUY eatrlier.

Financial Performance

Dixon Technologies revenues grew 15% YoY to Rs 3,274 Cr, which were better than our estimates
of Rs 3,094 Cr. The Gross Margins improved 62 bps YoY due to lower RM costs. The EBITDA
margins improved 60 bps YoY led by operating leverage, cost optimization measures across
verticals and calibrated price hikes in ODM businesses i.e Washing Machines and Lighting. The
company reported a PAT of Rs 67 Cr vs. estimates of Rs 87 Cr.

The Consumer Electronics segment’s (FPD TV) revenues stood at Rs 882 Cr (down 5% YoY) with
Operating Margins of 3.4% up 70 bps YoY. The margin improvement was led by operating
leverage and increase in ODM share in the revenues. The company will rollout, Android based
solutions from Google by Q2FY24 and the Tizen operating system in partnership with Samsung by
Q3FY24.

Mobile Phone & EMS segment Revenues for the segment stood at Rs 1,795 Cr (up 38% YoY)
with Operating Margins of 2,9% up 40 bps YoY. The company has added Intel as new customer in
the mobile segment for manufacture of Feature Phones as well as Smart Phones.

Outlook

The management remains confident of health growth going forward with a significant contribution
under the different PLI schemes in the medium to long term. We have thus adjusted our estimates
considering the modest performance during the previous and the current quarter.

Valuation & Recommendation

We expect Revenue/PAT CAGR of 32%/46% CAGR with EBITDA margins being maintained at
~4.24%. We value the company at 45x FY25E EPS of Rs 92 to arrive at a target price of Rs
4,140/share, which leaves a limited upside of 1% from the CMP.

Key Financials (Consolidated)

(Rs Cr) Q1FY24 QoQ (%) YoY (%) Axis Est. Variance
Net Sales 3,272 6.8 14.7 3,096 5.7%
EBITDA 135 -14.8 34 160.3 -16.0%
EBITDA Margin (%) 4.12 -104 bps 59 bps 5.18 -106 bps
Net Profit 67.0 -17.1 45.9 86.9 -22.9%
EPS (Rs) 10.8 -18.8 41.0 14.6 -26.0%

Source: Company, Axis Research
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4,
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(CMP as of 25 July 2023)

CMP (Rs) 4,114
Upside /Downside (%) 1%
High/Low (Rs) 4,730 /2,555
Market cap (Cr) 24,336
Avg. daily vol. (6m) Shrs. 168
No. of shares (Cr) 5
Shareholding (%)
Dec-22 Mar-23  Jun-23
Promoter 34.1 34.1 34.0
Flls 16.7 12.0 15.0
MFs / UTI 7.6 12.0 13.7
Banks / Fls 0.0 0.0 0.0
Others 41.7 41.9 37.2
Financial & Valuations
Y/E Mar (Rs Cr) FY23 FY24E FY25E
Net Sales 12,192 17,557 21,098
EBITDA 513 743 894
Net Profit 253 438 539
EPS (Rs.) 43.3 4.7 92.0
PER (x) 75.6 55.1 447
EV/EBITDA (x) 37.6 32.5 26.8
P/BV (X) 16.9 15.6 11.7
ROE (%) 23.5 32.3 29.6
Core ROCE (%) 29.8 38.7 36.2
Change in Estimates (%)
Y/E Mar FY24E FY25E
Sales -2.1%  0.48%
EBITDA -2.2%  0.51%
PAT -2.8%  0.54%
ESG disclosure Score**
Environmental Disclosure N.A.
Social Disclosure Score N.A.
Governance Disclosure N.A.
'I:otal ESG Disclosure Score N.A.
Sector Average Score N.A.

Source: Bloomberg, Scale: 0.1-100

**Note: This score measures the amount of ESG data a company reports
publicly and does not measure the company's performance on any data
point. All scores are based on 2022 disclosures
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Other Key Highlights

® Consumer Electronics: The company has started backward integration in Injection moulding and the commercial
production has already started. The company expects to ,manufacture LED bars for internal consumption by
Q3FY24. The company is further exploring Commercial Displays and Interactive boards which are expected to be
rolled by Q4FY?24.

® [ighting segment: Revenues for the segment stood at Rs 222 Cr (down 5% YoY) with Operating Margins of
8.7% up 150 bps YoY. The margin improvement was led by reduction of RM prices and inventory planning along
with value engineering. While the consumer demand has been sluggish, the subdued performance was due to
reduction in prices due to decline in commodity prices and migration of LED bulb technology from Driver based to
Driver on board (DoB) which are priced 25% lower. The company has maintained its aggressive momentum of
introduction of new products like Strip & Rope lighting which has been launched in Q2 with some commercial
orders on hand. The company plans to launch professional lighting by Q4FY24. The company will introduce
Bluetooth based Smart Lighting products in Q3FY?24. For exports of LED lighting the company is in discussion with

customers in US and UK..

® Home Appliances (Washing Machines): Revenues for the segment stood at Rs 259 Cr (up 1% YoY) with
Operating Margins of 11% up 290 bps YoY. The margin improvement was due to increase in prices, impact of
improved operating leverage and cost optimization measures. The new Semi-Automatic Washing Machine facility
is expected to be operational in August 2023. Further in line with the backward integration strategy the company
has set up tool room for in-house manufacturing of tools. The Company has added Voltas-Beko as anchor
customer in addition to Bosch. The company has added customers including Lloyds, Reliance and Panasonic in
the Fully Automatic Top Loading Washing Machines. The company is confident of strong growth in this segment

going forward.

Key Risks to our Estimates and TP
1. Slower demand recovery across key segments

2. Aslower ramp-up in capacities

Change in Estimates

Revised Oold Change %
FY24E FY25E FY24E FY25E FY24E FY24E
Sales 17,557 21,098 17,933 20,998 -2.1% 0.48%
EBITDA 743 894 759 889 -2.2% 0.51%
PAT 438 539 450 536 -2.8% 0.54%

Source: Company, Axis Securities



Results Review

Rs Cr

Sales

Other Inc
Total Revenue

Expenditure

Net Raw Material
Personnel

Other Exp

Total Expenditure

EBIDTA

Margins (%)

Interest /Fin. Charges

Depreciation

PBT

Tax

PAT

Oth. Comprehensive Income (net of taxes)
Total Comprehensive Income

EPS (Rs.)

Source: Company, Axis Securities

QIFY24

3,272

29
3274

2956
68
115
3140

135
4.11
14
34
90
28
67.0

69.9
10.8

Q1FY23

2,855

0.4
2855

2595
Bb)
105
2755

101
3152
14
24
62
17
46

46
7.7

% Change

(YoYy)
14.6

579
14.7

14
25
10
14

34
0.59

40
44

46
-2736

41.0

Q4FY23

3,065

1.8
3067

2752
63
94

2909

158
5.2
15
32
112
31
81

81
13.3

% Change
(QoQ)

6.7

57

7

22

-15
-1.04

-20

=17

-19




Financials (consolidated)
Profit & Loss

Y/E March
Total income
Cost of goods sold
Contribution (%)
Operating Profit
Other income
PBIDT
Depreciation
Interest & Fin Chg.
E/o income / (Expense)
Pre-tax profit
Tax provision
PAT before Comprehensive Income
(-) Minority Interests
Associates
Other Comprehensive Income
Adjusted PAT

Source: Company, Axis Securities

Balance Sheet

Y/E March FY22
Total assets 1,702
Net Block 777
CWIP 28
Investments 63
WKkg. cap. (excl cash) 425
Cash / Bank balance 182
Misc. Assets 226

Capital employed

Equity capital 11.9
Reserves 985
Pref. Share Capital 0.0
Minority Interests 0.6
Long Term Borrowings 685
Def Tax Liabilities 20

Source: Company, Axis Securities

FY22E
10,697
10,318
3.54%
3119

383
84
44

255
64
190

0.6
191

FY23E

1,776
965
134
127

41
229
278

11.9
1,126
0.0
0.6
566
71

FY23
12,192
11,679
4.21%

GilE

518
115
61

343
90
253

t.3)
254

FY24E
17,557
16,814
4.23%
743

748
127
37

585
147
438

0.0
438

FY24E

2,317
1,146
31
128
463
270
277

11.9
1,537
0.0
0.6
680
88

(Rs Cr)

FY25E
21,098
20,205
4.24%
894

900
127
52

720
182
539

0.0
539

(Rs Cr)
FY25E

2,833
1,019
336
128
605
466
277

11.9
2,048
0.0
0.6
685
88




Cash Flow

Y/E March
Sources
Cash profit
(-) Dividends
Retained earnings

Issue of equity

Change in Oth. Reserves

Borrowings

Others

Applications
Capital expenditure
Investments
Net current assets

Change in cash

Source: Company, Axis Securities

Ratio Analysis

Y/E March

Sales growth

OPM

Oper. profit growth
COGS / Net sales
Overheads/Net sales
Depreciation / G. block

Effective interest rate

Net wkg.cap / Net sales

Net sales / Gr block (x)

Core RoCE

Debt / equity (x)
Effective tax rate
RoE

Payout ratio (Div/NP)

EPS (Rs.)
EPS Growth
CEPS (Rs.)
DPS (Rs.)

Source: Company, Axis Securities

FY22
650
319

319
0.2

69.5
217
45

650
452.1
83.5
(62.4)
177.2

FY22E
65.9

315
32.3
96.5

0.0

8.6
14.5

0.05
10.9

26.6
0.46
25'3
22.0
0.0

325
19.1
46.9

FY23E
397
429

27
401
0.0
0.0

-10

397
407.6
(40.5)

(154.7)
184.2

FY23E
14.0

4.2
35.3
95.8

0.0

9.0
15.2

0.03
9.5

29.8
0.30
26.1
23.5
10.8

43.3
33"
62.9

FY24E
575
601

27
574
0.0
0.0

20
-19

575
205.2
0.0
328.2
41.2

FY24E
44.0

4.2
44.8
95.8
0.0
8.0
9.2

0.03
11.0

38.7
0.29
25.2
32.3
6.2

74.7
72.7
96.4

(Rs Cr)

FY25E
659
718

27
691
0.0
0.0
20
-52

659
305.0
0.0
157.6
196.1

(%)
FY25E
20.2

4.2
20.3
95.8

0.0

8.0
11.5

0.04
13.3

36.2
0.22
25.2
29.6
5.1

92.0
23.1
113.7




Dixon Technologies Price Chart and Recommendation History

—Price @ Buy @ Sell @ Hoid
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Date ’ Reco ’ TP ‘ Research
06-Feb-20 BUY 5,116 Result Update
07-Apr-20 BUY 3,949 Result Update
15-Jun-20 HOLD 5,400 Result Update
13-Aug-20 HOLD 8,279 Result Update
05-Nov-20 BUY 11,214 Result Update
04-Jan-21 BUY 15,636 Company Update
05-Feb-21 BUY 17,430 Result Update
02-Jun-21 BUY 4,500 Result Update
28-Jul-21 HOLD 4,510 Result Update
31-May-22 BUY 4,450 Result Update
29-Jul-22 BUY 4,285 Result Update
27-Jan-23 BUY 3,860 Result Update
23-May-23 BUY 3,860 Result Update
26-Jul-23 HOLD 4,140 Result Update

Source: Axis Securities
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