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Consumer Electrical

Orient Electric Ltd (OEL)

Amidst the lockdown implemented post Coronavirus outbreak, OEL recorded a revenue of Rs.1,788mn for the quarter, down
68% YoY with half of the quarter at virtually negligible business. Revenue from Lighting division dropped46% to INR 753mn
and that of ECD fell 76% to INR 1,035mn.With a temporary halt in mid of peak season, the summer products business of Fans
and air-coolers remained adversely impacted in the Electrical Consumer Durables segment. Lighting & Switchgear segment is
estimated to garner about 40-50% of last year revenue during the quarter, and with respect to the company, this segment
performed at 54% of the last year levels.Pent up demand, good cash inflows, prompt supplies and quick servicing enabled the
secondary movement and reduction of trade inventory but was not matched by like-to-like primary sales pick up.With
lockdowns across the overseas markets, exports remained largely subdued.The company resumed partial manufacturing
operations from mid-May. As a socially responsible and customer centric organisation, Orient Electric introduced a completely
in-house designed need-of-the-hour product "UV Sanitech". This is an Ultra-violet light-based sanitization chamber which
has a 'one touch sanitization' process which sanitizes all inanimate and daily use objects in 4 minutes. Lower volumes impacted
the productivity and thus impacted the gross margins that were down 420bps to 28.6%. As a result of business disruption for
half of the peak quarter, the company was disabled to drive any operating leverage despite 2/3rd reduction in fixed costs YOY.
Thus, op. EBITDA for the quarter stood at a negative INR 19.3 crore decreasing from the last year EBITDA of INR 44 crore in the
same period.Net loss stood at INR 274mn compared to a PAT of INR 189mn. Segmental profitability of Lighting division fell to
6.4% from 10.0% and that of ECD division fell to a negative 6.9% from 10.1% a year ago.
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Key Data

NSE Symbol ORIENTELEC

Bloomberg Code ORIENTEL IN

Reuters Code ONTE.BO

Shares Outstanding (mn) 212.2

Face Value 1

Mcap (INR bn) 38.2

52 Week H/L 286/138

2W Avg. Vol, NSE (000's) 329

Beta 0.77

Consolidated (INR Mn) FY19 FY20 FY21E FY22E

Net Sales 18644 20617 23881 28791

Growth (%) 16.5 10.6 15.8 20.6

EBITDAM (%) 7.6 8.6 8.1 8.8

Adj. PAT 691.5 792.3 903.5 1302.1

Growth (%) 8.0 14.6 14.0 44.1

Adj. EPS (INR) 3.3 3.7 4.3 6.1

P/E(x) 55.2 48.2 42.3 29.3

EV/EBITDA 27.7 22.1 20.2 15.2

EV/Sales 2.1 1.9 1.6 1.3

ROACE (%) 29.7 31.5 28.9 34.4

ROAE (%) 24.3 23.8 23.2 28.3

Sensex: 37607 CMP: INR 180 Target Price: INR 215

ECD & Lighting division revenue down76% &46% YoY respectively
Pent up demand, good cash inflows, prompt supplies and quick
servicing enabled the secondary movement and reduction of trade
inventory but was not matched by like-to-like primary sales pick
up.With lockdowns across the overseas markets, exports remained
largely subdued.Hence,OEL recorded a revenue of Rs.1,788 mn for
the quarter, down 68% YoY with half of the quarter at virtually
negligible business. Revenue from Lighting division dropped 46%
to INR 753mn and that of ECD fell 76% to INR 1,035mn.With a
temporary halt in mid of peak season, the summer products
business of Fans and air-coolers remained adversely impacted in
the Electrical Consumer Durables segment. Lighting & Switchgear
segment is estimated to garner about 40-50% of last year revenue
during the quarter, and with respect to the company, this segment
performed at 54% of the last year levels. Consumer Lighting revenue
were flat on YoY basis and was two-thirds of the total segment
aided by a high demand in lamps. Whilst general trade, shopping
centres, suffered a setback, the e-commerce channel saw an
uptrend. With increasing stress built-up during the quarter on

Indo-China diplomatic ties cascading to uneasy trade
relationships, the inflow of inputs for electronic components
generally posed a challenge to the industry. With virtually entire
country bolted indoors, there was noticeable online traction in
Kitchen appliances including the Delonghi product line, wherein
the negative impact was much lesser though on a very smaller
base. The company resumed partial manufacturing operations
from mid-May. As a socially responsible and customer centric
organisation, Orient Electric introduced a completely in-house
designed need-of-the-hour product "UV Sanitech". This is an Ultra-
violet light-based sanitization chamber which has a 'one touch
sanitization' process which sanitizes all inanimate and daily use
objects in 4 minutes.

Gross Margin drops420bps YoY to 28.6%
Lower volumes impacted the productivity and thus impacted the
gross margins that were down 420bps to 28.6%. The company
took several actions to reduce all other expenses for the quarter
by almost 2/3rd on a y-o-y basis. These cost reduction initiatives
include renegotiation with third parties, restricting new spend
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Quarterly Financials (standalone)

INR mn Q1FY21 Q1FY20 Q4FY20 % Chg (YoY) % Chg (QoQ)
Revenue 1788 5683 5631 -68.5 -68.2
RM cost 1276 3817 3912 -66.6 -67.4
Employee Cost 426.0 487 496 -12.5 -14.1
Other Expenses 279 938 572 -70.3 -51.2
Total Expenditure 1981 5242 4980 -62.2 -60.2
EBITDA -193 441 651 -143.8 -129.6
Depreciation 107 92 106 16.3 0.9
Other Income 9 5 15.0 80.0 -40.0
EBIT -291 354 560 -182.2 -152.0
Interest 63 68 77 -7.4 -18.2
PBT -354 286 483 -223.8 -173.3
Tax -80 97 126 -182.5 -163.5
Profit After Tax -274 189 357 -245.0 -176.8

Equity 212 212 212
Face Value 1 1 1
EPS -1.3 0.9 1.7 -245.0 -176.8

22.6% 33.9% 26.1%
% of Sales bps bps
RM Cost 71.4% 67.2% 69.5% 419.9 189.2
Employee Expenses 23.8% 8.6% 8.8% 1525.6 1501.7
Other Expenses 15.6% 16.5% 10.2% -90.1 544.6

EBITDAM Excl Other Income (%) -10.8% 7.8% 11.6% -1855.4 -2235.5
PATM (%) -15.3% 3.3% 6.3% -1865.0 -2166.4

commitments, withholding of discretionary spends and deferring
all recruitment plans but without comprising on competency
building and employee health. As a result of business disruption
for half of the peak quarter, the company was disabled to drive
any operating leverage despite 2/3rd reduction in fixed costs YOY.
Thus, op. EBITDA for the quarter stood at a negative INR 19.3 crore
decreasing from the last year EBITDA of INR 44 crore in the same
period.Segmental profitability of Lighting division fell to 6.4%
from 10.0% and that of ECD division fell to a negative 6.9% from
10.1% a year ago. Net loss stood at INR 274mn compared to a PAT
of INR 189mn.

Working Capitalof Rs. 305 cr. as on 30th June '20 was Rs. 55 cr.
higher than last year end-June'20 but Rs. 33 cr. lower than end-
Mar'20. This was mainly due to substantial settlement of
liabilities accumulated pre-season since Q4'FY20 that had been
fully settled causing a drop in payables. Inventory and Receivables
are higher than last year due to lower volumes in lockdown and

extension of channel credits, but has been reduced since 31st
Mar'20 with high collections and very low scale production and
purchase of traded goods. Incidentally, majority of trade
outstanding end-Mar'20 has been recovered in the quarter, even
after extension of credit support. The Cash conversion cycle is
distorted due to weak Sales numbers in the last 3-months

Outlook & Valuation
Relatively younger product profile of businesses other than fans
& focus on innovative &premiumised product categories enables
it to outperform peers in terms of growth as well as profitability
over longer term. We continue with our earnings estimate despite
significant adverse impact on Revenue & PAT during Q1FY21. This
adverse impact seems to have been led by reduction in channel
inventory in trade by dealers. Revenue & PAT are estimated to
compound annually at 18% & 28% respectively during FY20-22.
We continue with earning multiple of 35x & derive target price of
INR 215 & maintain BUY on the stock.
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Income Statement

Y/E (INR mn) FY19 FY20 FY21E FY22E

Net Sales 18644.0 20617.0 23880.6 28791.2

Net Sales Growth (%) 16.5 10.6 15.8 20.6

Cost of Goods Sold 12231.8 13713.0 15570.1 18714.3

Employee Cost 1726.8 1985.0 2312.5 2694.1

Other Optg. Exps. 3272.6 3149.0 4074.2 4835.7

Total Optg. Exps. 17231.2 18847.0 21956.8 26244.1

EBITDA (excl OI) 1412.8 1770.0 1923.8 2547.1

EBITDA Margin (%) 7.6 8.6 8.1 8.8

Dep./Amortisation 230.5 401.0 471.3 524.9

EBIT 1182.3 1369.0 1452.5 2022.2

EBIT Margin (%) 6.3 6.7 6.6 7.4

Interest Expense 228.6 262.0 189.4 189.4

Other Income 93.7 41.3 46.5 54.3

Exceptionals

EBT 1047.4 1148.3 1309.5 1887.1

Tax Expenses 355.9 356.0 406.0 585.1

PAT 691.5 792.3 903.5 1302.1

PAT Growth (%) 8.0 14.6 14.0 44.1

PAT Margins (%) 3.7 3.8 3.8 4.5

Balance Sheet

Y/E  (INR mn) FY19 FY20 FY21E FY22E

Source of Funds

Share Capital 212.2 212.2 212.2 212.2

Reserves & Surplus 2853.6 3382.0 3969.3 4815.6

Total Networth 3065.8 3594.2 4181.5 5027.8

Total Debt 1250.3 947.0 947.0 947.0

Other Non current Liab 129.4 705.9 817.6 985.8

Deferred tax liab (net) -196.5 -214.0 -214.0 -214.0

Total Liab 4249.0 5033.1 5732.1 6746.6

Application of Funds

Net Block 1120.0 1296.0 1374.7 1599.8

CWIP 43.0 35.0 35.0 35.0

Goodwill/Intangible Assets 45.7 674.0 674.0 674.0

Investments 192.4 327.0 327.0 327.0

Other non-current assets 53.6 58.0 58.0 58.0

Current Assets 7236.5 7001.0 8311.3 10138.7

Current Liabilities 4442.2 4358.0 5047.9 6085.9

Net Current Assets 2794.3 2643.0 3263.4 4052.8

Total Assets 4249.0 5033.0 5732.1 6746.6

Key Ratios

Y/E FY19 FY20 FY21E FY22E

Per Share Data (INR)
Adj.EPS 3.3 3.7 4.3 6.1
CEPS 4.3 5.6 6.5 8.6
DPS 1.2 1.3 1.5 2.1
BVPS 14.4 16.9 19.7 23.7
Return Ratios(%)
RoACE 29.7 31.5 28.9 34.4
RoANW 24.3 23.8 23.2 28.3
Liquidity Ratios
Net Debt/Equity 0.3 0.2 0.2 0.1
Interest Coverage Ratio 5.2 5.2 7.7 10.7
Current Ratio 1.6 1.6 1.6 1.7
Quick Ratio 1.0 0.9 1.0 1.0
Efficiency Ratios
Asset Turnover Ratio 4.6 4.4 4.4 4.5
Inventory Days 79 76 78 78
Debtor Days 77 64 64 64
Creditor Days 105 88 90 90
Valuation Ratios
P/E(x) 55.2 48.2 42.3 29.3
P/BV(x) 12.5 10.6 9.1 7.6
P/CEPS(x) 41.4 32.0 27.8 20.9
Dividend Yield(%) 0.7 0.7 0.8 1.2
EV/Net Sales(x) 2.1 1.9 1.6 1.3
EV/EBIDTA(x) 27.7 22.1 20.2 15.2

Financials

Cash Flow

Y/E FY19 FY20 FY21E FY22E

EBT 1047 1148 1310 1887

Less: Other Income/Exceptionals 94 41 46 54

Add: Depreciation 231 401 471 525

Add: Interest Paid 229 262 189 189

Direct Tax Paid -356 -356 -406 -585

Change in Working Capital 58 -79 -405 -609

Others 44 -22 0 0

Cash Flow from Operations (a) 1159 1313 1113 1353

Change in Fixed Assets -253 -1197 -550 -750

Change in Investments -98 -135 0 0

Other -83 0 0 0

Cash Flow from Investing (b) -434 -1332 -550 -750

Change in Equity -2 13 0 0

Debt Raised/(Repaid) -321 273 112 168

Dividend Paid -256 -277 -316 -456

Interest Paid -229 -262 -189 -189

Others Paid 94 41 46 54

Cash Flow from Financing © -715 -211 -347 -423

Net Change in Cash (a+b+c) 10 -230 215 180

Opening Cash 305 315 85 301

Closing Cash 315 85 301 481
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