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FINANCIAL STATISTICS

Rs. Crores FY09 FY10 FYll key concern
Net operating income 226 271 363 CARE Research believes demand to remain healthy from the
EB 3 % 46 real estate sector and replacement demand but the mdustry may
EBITDA mmrgins 13.6% 139%  126% ) - ) ]
PAT 6 n 13 face stiff competition from cheap imports from China.
PAT margins 2.8% 4.29% 3.5%
Gearing (times) 1.4 1.0 1.5 Key concerns
RoCE npe  189%  156% e High dependence on the real estate sector
RoE 127% 201%  141%
P/E (times) 46 ¢ Competition from low-cost Chinese imports and unorganised

Financial Year: (April, 1 - March, 31)
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e Volatility in prices of raw materials

Valuations

Promoter
A 7%

il

0.0% Orient 1s currently trading at trailling P/E and EV/EBITDA

multiples of 4.6x and 3.7x, respectively.

ANALYTICAL CONTACTS
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HISTORY AND BACKGROUND

Background

Orient was incorporated on May 18, 1977 to manufacture ceramic tiles. The company was then promoted by Mr K C

Kejriwal. Subsequently, in 1981, the company was taken over by the Somany-Pilkingtons Group under the
rehabilitation package from IFCI. In 1993, Somany-Pilkington sold off their holding in the company to Mr Mahendra

K Daga, who 1s the current promoter of the company.

In FY11, Orient acquired 62.92 per cent stake (i.e. 76,059,925 equity shares of Rs. 10 each) in BCL, a company into
manufacturing of glazed ceramic tiles at a premium of Rs.10.6 per share. Following the acquisition, with effect from

29" December, 2010 BCL became Orient’s subsidiary.

Operations

Orient along with its subsidiary, BCL, has three manufacturing facilities - 1) Sikandarabad in Uttar Pradesh, 2)
Vadodara in Gujarat and 3) near Bengaluru, Karnataka. The Vadodara and Bengaluru facilities are under the
subsidiary BCL. The company, including its subsidiary BCL has a total capacity of 290 lakh square meters p.a. of
ceramic tiles, of which 108.4 lakh square meters p.a. of capacity 1s under BCL. BCL also has a well-spread
distribution network of 24 depots, 732 dealers and 1,410 exclusive retailers.

Industry Segments

The company is present primarily in two segments 1.e. Ceramic tiles and Vitrified tiles.

The company’s rationalized brand portfolio includes ‘Orient Tiles” and sub brands viz, ‘Orient Europa’, ‘Orient
Stiler” and ‘Orient International’. The ceramic tiles can be classified into Wall & Floor tiles. Orient makes wall tiles
with finishes like marbles, leather, rustics, wooden, fabrics; metallic etc whereas the floor tiles are with finishes like
marbles, wooden, geometrics, etc. In vitrified tiles the Orient makes finishes like marbles, double charge, rustics and

stone finish. In terms of revenue the company reports only one industry segment 1.e. tiles segment.
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Orient: Peer comparison

/ Orient Ceramics NITCO Sotany Asian

& Industries Ltd Ltd CerL"tIé““ If;l?‘;“ﬁ‘t’d
Net operating income Rs. Crores 363 754 737 H21
EBITDA Rs. Crores 46 79 70 59
PAT Rs. Crores 13 25 24 20
Growth in net operating income % 33.8% 47 .2% 33.6% 24.3%
EBITDA Margin % 12.6% 10.5% 9.4% 11.8%
PAT Margin % 3.5% 3.3% 3.2% 3.9%
RoCE ) 15.6% 5.3% 17.7% 10.8%
RoE ) 14.1% 4.7% 25.9% 9.5%
Price/Earnings (P/E) Ratio times 4.6 5.7 5.7 DD
Price/Book Value(P/BV) times 0.5 0.3 1.3 0.5

\Enterprise Value (EV)/EBITDA times 3.7 9.5 4.5 4.3/

Source: Capitaline and CARE Research
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CONSOLIDATED FINANCIAL PERFORMANCE AND ANALYSIS

Top line up 33.8 per centin FY11

Orlent’s reported a consolidated top line of about Rs.363 crore in FY11 as against Rs.271 crore reported in FY10.
The company acquired BCL on 29" December 2010 and hence FY11 top-line for the company includes revenue
from BCL for the last quarter of FY11. The growth was also supported by the healthy demand in the tiles market

which helped Orient to increase its sales by around 16 per cent y-o-y even on the standalone basis.

Operating profits up due to consolidation of BCL business, but EBITDA margins slip
The EBITDA margins slipped marginally by 53 bps in FY11 over FY10 on account of consolidation of BCL. Also

with the increase in interest expenses the net profit margins dropped by about 75 bps. Net profits margins declined to

3.5 per cent in FY11 from 4.2 per cent in FY10.

Orient: Consolidated Financial Performance (FY07-11)

€ m)

(Rs. Crore) FY07 FY08 FY09 FY10 FY11
Net operating income 181.4 225.0 226.4 271.2 362.8
EBITDA 31.0 23.6 30.8 35.7 45.8
PAT 11.7 2.5 6.4 11.5 12.6
Fully Diluted EPS* (Rs.) 11.1 2.4 6.0 10.9 12.0
EBITDA margins 0.0% 10.5% 13.6% 18.2% 12.6%
PAT margins 0.0% 1.1% 2.8% 4.2% 3.5%

\ Y

Source: Company and CARE Research
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EXPANSIONS, NEW INITIATIVES AND CONCERNS

Expansion plans and initiatives

e During FY11, Orient has, as a strategic step towards expansion of Orient’s operations, acquired 76,59,925 equity
shares in Bell Ceramics Ltd. (BCL) of Rs.10 each constituting 62.92% of total equity shares capital of BCL at a
price of Rs.20.6. Following the deal, BCL became Orient’s subsidiary with effect from 29th December, 2010.

e In order to reduce fuel and power expenses, the company has tied up with Italian manufactures to replace the

existing burners with modified burners in the kilns.

Key concerns

e The tiles mndustry 1s highly dependent on the real estate sector. Slowdown in the sector can affect the demand
volumes and realisations.

e Orient faces competition from the unorganised sector (which controls around 50 per cent of the total tiles market)

and cheap Chinese imports.

e Volatility in raw material prices (Ukraine clay and soluble salts) can exert pressure on the company’s profitability as

raw materials constitute about 40% of operating costs in the tile industry.

Www.careratings.com

«



- 6&5‘35 Research >> ORIENT CERAMICS & INDUSTRIES LTD.
SECTOR OUTLOOK

Sector outlook

The Indian ceramic industry ranks among the world’s third-largest ceramic tiles producing imndustry with total annual
production of around 520 million sq meters with market size of approximate Rs.150 billion for the year 2010-11. The
mdustry 1s dominated by unorganised segment, which constitutes approximately 60 per cent of the domestic ceramic
tiles industry whereas the organized segment constitutes around 40 per cent of the market. The ceramic tile industry

can be classified into multiple segments along with their price band as follows:

Tiles: Price Trend

4 )

Type Price Band
High End Tiles (Porcelain & Glazed) Rs 800-4,000 per sq meter
Vitrified Tiles (Glazed & Polished) Rs 350-1,250 per sq meter

Ceramic Tiles (High End mcludes imports of Spanish &Itahan Tiles ) Rs 200-600 per sq meter

Ceramic Tiles (Low End) Rs 150-200 per sq meter
\L_ Y,

Source: Industry and CARE Research

Though the Indian ceramic tiles market 1s significantly fragmented, organized players have been gaining market share
over the unorganized players. The unorganized players are mainly the smaller players primarily clustered in Gujarat.
Some of the key players in the organized segment include H&R Johnson, Kajaria Ceramics, Nitco Tiles and Somany
Tiles.

The ceramic tile industry 1s dependent on the overall growth of the economy. The growth is highly correlated to the
rise In demand m the construction and real estate sectors. The ceramic industry demand emanates from both retail as
well as builders/contractor segments. Builders/ contractors buy directly from companies on wholesale basis and use
the materials in construction projects like apartments, commercial complexes and shopping malls and the mdividual
buyers buy from retail outlets for residential applications. The per capita consumption of tiles in India is as low as
0.42 sq meters as compared to China at 2 sq meters. Similarly, demand of tiles from the replacement market 1s just
around 12 per cent as compared to the world average of approximate 40 per cent. The Indian tile industry 1s highly
mdigenous with abundance of raw material, technical skills and infrastructure facilities despites its capital-intensive

nature.
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Rs. Crores FY07 FY08 FY09 FY10 FYl11
Income Statement

Net operating income 181.4 225.0 226.4 271.2 362.8
EBITDA 31.0 23.6 30.8 35.7 45.8
Depreciation and amortisation 8.7 9.6 10.6 10.8 12.6
EBIT 22.3 14.0 20.2 24.9 33.2
Interest 4.9 9.6 9.9 7.4 16.5
PBT 17.4 4.4 10.3 17.5 16.8
Ordinary PA'T (After minority interest) 11.7 2.5 6.4 11.5 12.6
PAT (After minority interest) 11.7 2.5 6.4 11.5 12.6
Fully Diluted Earnings Per Share™ (Rs.) 11.1 2.4 6.0 10.9 12.0
Dividend, including tax 1.1 0.5 1.6 2.1 2.1

* Calculated based on ordinary PAT on Current Face Value of Rs. 5/- per share

Balance sheet
Net worth (incl. Minority Interest) 46.0 48.0 52.5 61.5 117.0
Debt 60.0 94.3 72.5 63.8 180.2
Deferred Liabilities / (Assets) 6.3 7.1 6.7 5.5 (1.2)
Capital Employed 112.2 149.4 131.7 130.8 296.0
Net Fixed Assets (incl. Capital WIP) 69.6 94.4 88.3 81.1 252.7
Investments - - - - -
Loans and Advances 22.4 15.0 11.9 13.4 20.7
Inventory 27.8 42.4 41.4 57.4 103.2
Receivables 34.9 40.5 26.3 31.6 52.3
Cash and Cash Equivalents 2.0 0.7 1.2 1.6 2.5
Current Assets, Loans and Advances 87.1 98.5 80.8 104.0 178.6
Less: Current Liabilities and Provisions 44.5 43.6 37.4 54.3 135.0
Total Assets 112.2 149.4 131.7 130.8 296.0
Ratios
Growth in Operating Income 24.0% 0.6% 19.8% 33.8%
Growth in EBITDA -24.0% 30.5% 15.9% 28.4%
Growth in PAT -78.8% 156.9% 79.9% 9.9%
Growth in EPS -78.8% 156.9% 79.9% 9.9%
EBITDA Margin 10.5% 13.6% 13.2% 12.6%
PAT Margin 1.1% 2.8% 4.2% 3.0%
RoCE 10.7% 14.3% 18.9% 15.6%
Rok 5.83% 12.7% 20.1% 14.1%
Debt-Equity (times) 2.0 1.4 1.0 1.5
Interest Coverage (times) 1.5 2.0 3.4 2.0
Current Ratio (times) 2.3 2.2 1.9 1.3
Inventory Days 69 67 77 104
Receivable Days 66 42 43 53
Price / Earnings (P/E) Ratio 4.6
Price / Book Value(P/BV) Ratio 0.5
Enterprise Value (EV)/EBITDA 3.7
Source: Capitaline, CARE Equity Research
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DISCLAIMER

DISCLOSURES

e Each member of the team involved in the preparation report, hereby affirms that there exists no conflict

of interest.

e This report has been sponsored by the Bombay Stock Exchange (BSE).
DISCLAIMER

This BSE sponsored report 1s prepared by CARE Research, a division of Credit Analysis & REsearch
Limited [CARE]. CARE Research has taken utmost care to ensure accuracy and objectivity while developing
this report based on information available in public domain or from sources considered reliable. However,
neither the accuracy nor completeness of information contained in this report i1s guaranteed. Opinions
expressed herein are our current opinions as on the date of this report. Nothing in this report can be
construed as either mmvestment or any other advice or any solicitation, whatsoever. The subscriber / user
assumes the entire risk of any use made of this report or data herein. CARE specifically states that it or any
of its divisions or employees do not have any [inancial liabilities whatsoever to the subscribers / users of this
report. This report 1s for personal information only of the authorised recipient in India only. This report or
part of it should not be reproduced or redistributed or communicated directly or indirectly in any form to
any other person or published or copied for any purpose.

“Credit Analysis and Research Limited proposes, subject to receipt of requisite approvals, market conditions
and other considerations, to make an mitial public offer of its equity shares and has filed a draft red herring
prospectus (“DRHP”) with the Securities and Exchange Board of India (the “SEBI”). The DRHP 1is
available on the website of SEBI at www.sebi.gov.an as well as on the websites of the Book Running Lead
Managers at www.investmentbank.kotak.com, www.dspml.com, www.edelcap.com, www.icicisecurities.com,
www.idbicapital.com, and www.sbicaps.com. Investors should note that investment in equity shares involves a
high degree of risk and for details relating to the same, see the section titled “Risk Factors” of the DRHP.”

[“This press release is not for publication or distribution to persons in the United States, and is not an offer
for sale within the United States of any equity shares or any other security of Credit Analysis and Research
Limited. Securities of Credit Analysis and Research Limited, including its equity shares, may not be offered
or sold in the United States absent registration under U.S. securities laws or unless exempt from registration

under such laws.”]

Published by Credit Analysis & REsearch Ltd., 4th Floor Godrej Coliseum, Off Fastern Express Highway,
Somaiya Hospital Road, Sion East, Mumbai - 400 022.

CARE Research 1s not responsible for any errors or omissions in analysis/inferences/views or for results
obtained from the use ol information contained in this report and especially states that CARE (including all

divisions) has no [inancial lability whatsoever to the user of this product. This report is for the information of

the intended recipients only and no part of this report may be published or reproduced in any form or

manner without prior written permission of CARE Research.
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ABOUT US

Credit Analysis & REsearch Ltd. (CARE) is a full service rating company that offers a wide range of rating and grading services

across sectors. CARE has an unparallel depth of expertise. CARE Ratings methodologies are in line with the best international

practices.

CARE Research

CARE Research is an independent research division of CARE Ratings, a full-service rating company. CARE Research is involved

in preparing detailed industry research reports with 5-year demand and 2-year profitability outlook on the industry besides

providing comprehensive trend analysis and the current state of the industry. CARE Research currently offers reports on more

than 26 industries which are updated on a monthly/quarterly basis. Subscribers can access CARE Research reports online. CARE

Research also offers research that is customized to client requirements. Customized Research mvolves business analysis and

position in the market, financial analysis and market sizing etc.

HEAD OFFICE

Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022

Tel: +91-22-67543456, Fax: +91-22-67543457.

NEW DELHI
3rd Floor, B -47, Inner Circle, Near Plaza Cinema,
Connaught Place, New Delhi - 110 001

Tel: +91-11-23318701 / 23716199.

KOLKATA

3rd Floor, Prasad Chambers (Shagun Mall Building), 10A,
Shakespeare Sarani, Kolkata - 700 0717

Tel: +91-33-40181600 / 40181602 / 40181621.

CHENNAI

Unit No. O-509/C, Spencer Plaza, 5th Floor, No. 769,
Anna Salai, Chennai 600 002

Tel: +91-44-28497812/28490811

AHMEDABAD
32, Titanium, Prahaladnagar Corporate Road, Satellite,
Ahmedabad - 380 015

Tel: +91-79-40265656.

HYDERABAD
401, Ashoka Scintilla, 3-6-520, Himayat Nagar,
Hyderabad - 500 029

Tel: +91-040 40102030

BENGALURU

Unit No. 8, I floor, Commander's Place,

No. 6, Raja Ram Mohan Roy Road, (Opp. P F Office),
Richmond Circle, Bangalore - 560 025

Tel: +91-80-22117140
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