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BSE Code: 540699 NSE: DIXON Bloomberg Code: DIXON:INNatl
Investor’s Rationale
CMP: Rs 5,101
2 Year Target: Rs 6,360 > Robust growth supported by all divisions:
Q2 FY22 revenue shot up 71% y/y to Rs28bn with growth supported by all major
Face Value 2.0 business categories. The EBITDA margin contracted 150bps y/y as the gross
margin dipped 290bps y/y, while staff costs/other manufacturing expenses rose
Market Cap (Rs cr) 30,268 52%/25% y/y. q/q the EBITDA margin improved 140bps as prices were hiked in a
calibrated manner, supported by operating leverage. PAT increased only 20% y/y
. o o
52 week high/low 6,244/2,255 as interest cost rose 32% y/y and depreciation charges nearly doubled to Rs216m
Beta Refrigerator plant to cater to 12% of domestic requirement:
0.82
Shares O/S (Cr) 5.94 Dixon will set up a new plant with 0.6m capacity per annum for direct cooling (DC)
refrigerators, which would be ramped up to 1m by 2024. With that, it will have
Book Value per Share (Rs) 140 capacity to cater to 11-12% of India’s annual requirement.
sensex 57,065 JV with Bharti can generate Rs14bn-16bn revenue in FY23
Nifty 16,983
The JV with Bharti Enterprises has received approval under the PLI scheme

1 yr. Price Chart of Stock and Nifty

(Dixon’s share: 51%). This JV can generate Rs14bn-16bn revenues next year. It can
generate Rs80bn-90bn revenue in the next five years.

After becoming strong in Indian contract manufacturing, Dixon now has global

e ;gggg aspirations. It is targeting the global LED-bulb market. Its new product categories
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| FY21 FY22E FY23E FY24E

Shareholding pattern as on 315t Dec Revenue (Rs.Cr) 64482 11,7655 166200  20,739.1
2020: EBITDA (Rs. cr) 286.6 425.6 769.6 1,030.5
e Adj. profit (Rs.Cr) 150.8 223.9 463.4 640.8

promere Adj. EPS (Rs.) 26.9 37.0 76.7 106.0

AR P/E (x) 188.7 136.9 66.2 47.8

Dividend Yield 0.00% 0.10% 0.10% 0.10%

i EV/EBITDA (x) 105.2 72.6 40.1 29.7
BEL00% ROE (%) 21.7% 23.9% 33.8% 32.4%
ROCE 19.8% 15.7% 22.8% 23.5%

FII/EPI,

16.21%
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Key Concall Takeaways

Installed capacity has now increased to 5.5m sets including backward integration in the supply chain, addressing 35% of India’s
requirements. Dixon has started producing 70-/80-/85-inch TV sets and has the largest capacity in LED TVs in India, including backward
integration of liquid-crystal modules (LCM) and surface-mounted technology (SMT) lines. It would also be backward integrating into
manufacturing injection-moulding and plastic parts for LED-based TVs

LED monitors to generate Rs4bn-4.5bn revenue

A production line has been installed for LED monitors and will start producing by Q4 FY22 with 1m capacity. Dixon will start
manufacturing 19-inch LED monitors with average SKUs priced at ~“Rs8,000 a unit. Production of 0.5m units is expected from this new line,
which could generate revenues of Rs4bn-4.5bn in the first year of operations.

Aims at $8bn-$9bn of the global LED bulb market:

The outlook for this segment is bright while margins were dented by the increase in input costs and the lag in passing them on to
customers. Dixon is the largest manufacturer of LED bulbs (installed capacity: 300m), ~50% of India’s requirement. In batons, capacity is
now 9m-10m a month. In down-lighters, capacity of 1.5m a month has been created, against 3m p.m. required. Dixon also intends to
develop outdoor (incl. street and commercial) lighting. Technical approval for exports to Europe has been received. Technical approvals
pertaining to the American market are being evaluated and are expected in a few months. The global market for LED bulbs can be $8bn-
S9bn a year. Dixon has applied for production-linked incentives in the manufacture of LED components. Rslbn would be invested over the
next five years.

Capacity expansion underway in home appliances:

Operating margins in this segment were hurt by rising commodity prices, passed on to customers in Q2 FY22. Dixon has 160 semi-
automatic models of 6-14 kg. It has set up a plant in Dehradun as visibility from customers is healthy. It plans to increase capacity from
1.5m to 2.2m semi-automatic machines by May’22. The fully automatic machine plant is now operational and is expected to start
operating commercially from 15th Nov’21. Dixon has added three anchor customers in this category and can offer 96 variants in 6-10 kg
with annual capacity of 0.6m. Capacity will reach 3m by Apr'22, against India’s 7.5m - 7.8m requirement a year.

Adds customers, capacity expanded for Samsung;:

Dixon will manufacture feature and smart phones for Nokia, (~2.5m handsets per quarter from Q4 FY22). Itel is another customer in this
category. To meet rising demand, the company will set up a factory on leased land in Noida. For 5G handsets, Orbic has been added, and
will cater to exports to the American market. With customers added, Dixon can meet its revenue targets under the PLI for mobiles,
effective from Nov’'21. Traction from Samsung is strong for 4G handsets, where volumes of 0.8m-1m a month are being booked. Dixon
has taken five acres in Noida to meet rising demand from Samsung, which has asked for capacity to be raised to 1.5m-1.6m a month.
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Return ratios to show strong growth in future
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Revenue will experience Strong growth
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profit will experience a growth trajector
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Outlook and Valuation

Given strong Earnings growth we would like to value the stock at 60x of FY24 earnings and arrive at target price of Rs
6,360

Dixon Technologies - Company Overview

Dixon Technologies (India) Limited is the largest* home grown design-focused and solutions company engaged in manufacturing
products in the consumer durables, lighting and mobile phones/smart phones markets in India. Their diversified product
portfolio includes (i) consumer electronics like LED TVs; (ii) home appliances like washing machines; (iii) lighting products like
LED bulbs and tubelights, downlighters; (iv)mobile phones/smart phones; and (v) CCTV & DVRS (vi) Medical Equipment. Dixon
also provides solutions in reverse logistics i.e. repair and refurbishment services of set top boxes, mobile phones /smart phones
and LED TV panels.
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FY22E

FY23E

Profit & Loss Account (Consolidated)

FY24E

FY21 FY22E FY23E FY24E
Liabilities
Paid up capital 117 117 117 117
Reserves and Surplus 620 820 1253 1858
Net worth 737 937 1370 1975
Total Loans 151 706 831 933
Deffered Tax Liability 18 20 20 20
Minority [nterest
Total Liabilities 907 1,663 2221 2928
Assets
Net Tangible Assets 538 918 1,198 1,439
CWIP 72 62 40 40
Net Intangible Assets 12 13 13 13
Current Asstes 212780 390200 545830 6,989.00
Current Liabilities 1,939 3,232 4488 5,552
Net Current Assets 189 670 970 1437
Other 107 13 13 12
Total Assets 907 1663 2221 2928

ITI:’ct:lln‘Lpemﬁ“g 6448 11766 16620 20,739
Direct Costs 5770 10,589 14,792 18,458
SG&A 392 751 1,059 1,251
EBITDA 287 426 770 1,031
Depreciation 44 78 92 109
EBIT 243 348 677 922
Interest cost 27 49 58 65
e T
Profit before tax 217 301 622 860
Tax 57 77 159 219
Profit after tax 160 224 463 641
Minority [nterests

P/L from Associates

Other

Adjusted PAT 160 224 463 641
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Cash Flow (Consolidated) Key Ratios & Valuations (Consolidated)

YEMarch (Rs crore) Y2l FYZQE  FY23E Y24 Y.E March (Rs crore) FY21  FY2E  FYBE  FY24E
Per share data (Rs.)
PBT (Ex Other Income) (NI+Dep) 217 301 622 860
EPS 26.90 37.00 76.70 106.00
Change in Working Capital -47 -44 -152 -169 DPS 1.00 4.00 5.00 6.00
Margin (%)
Cash flow from operating 170 256 470 692 EBITDA 44%  36%  46%  50%
activities
NPM 2.5% 1.9% 2.8% 3.1%
Capex -168 -448 -350 -350 Return Ratios (%)
RoE 21.7% 23.9% 33.8% 32.4%
Cash flow from investing 168 -448 350  -350 ROCE 198%  157%  228%  235%
activities
Change in Borrowing 69 555 125 102 Valuation(x)
Dividend 0 -24 -30 -36 P/E 188.7 136.9 66.2 47.8
Other -98 -360 155 585 EV/EBITDA 105.2 72.6 40.1 29.7
Cash flow from financing 29 194 280 687 Dividend Yield 000%  010%  010%  0.10%
activities
Net chgin cash 31 386 160 346 Per share data (Rs.)
Opening Cash 100 69 455 615 EPS 269 37.0 76.7 106.0

Closing Cash 69 455 615 961
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Large Cap. Return Mid/Small Cap. Return

Buy More than equal to 10% Buy More than equal to 15%

Hold Between 10% & -5% Accumulate* Upside between 10% & 15%

Reduce Less than -5% Hold Between 0% & 10%
Reduce/sell Less than 0%

* To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

Member: BSE, NSE, MCX, MCX-SX, CDSL

Reg. office: PG-4, Rotunda Bldg, Bombay Samachar Marg, Fort, Mumbai-
400001, Maharashtra, India

Corp Office: 24/26 Cama Bldg, 3rd Floor, Dalal Street, Fort Mumbai-
400001, Maharashtra India

Tel: 91-22-67378001 Fax: 91-22-22646410
Dealing: 91-22-67378011 Institutional Dealing: 91-22-6737833
Email: research@mjpdirect.com Website: www.mjpdirect.com

Registration Number: SEBI- INZ000218338

Disclaimer:

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment decision. Nothing in this
document should be construed as investment or financial advice. Each recipient of this document should make such investigations as they deem necessary to
arrive at an independent evaluation of an investment in the securities of the companies referred to in this document (including the merits and risks involved),
and should consult their own advisors to determine the merits and risks of such an investment. M J Patel Share & Stock Brokers Ltd. its affiliates, directors, its
proprietary trading and investment businesses may, from time to time, make investment decisions that are inconsistent with or contradictory to the
recommendations expressed herein. The views contained in this document are those of the analyst, and the company may or may not subscribe to all the
views expressed within. Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamentals. The
information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true, but
we do not represent that it is accurate or complete and it should not be relied on as such, as this document is for general guidance only. M J Patel Share &
Stock Brokers Ltd. or any of its affiliates/ group companies shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. M J Patel Share & Stock Brokers Ltd. has not independently verified all the information contained
within this document. Accordingly, we cannot testify, nor make any representation or warranty, express or implied, to the accuracy, contents or data
contained within this document. While M J Patel Share & Stock Brokers Ltd. endeavours to update on a reasonable basis the information discussed in this
material, there may be regulatory, compliance, or other reasons that prevent us from doing so. This document is being supplied to you solely for your
information, and its contents, information or data may not be reproduced, redistributed or passed on, directly or indirectly. M J Patel Share & Stock Brokers
Ltd. and its affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific
transaction to the companies referred to in this report, as on the date of this report or in the past.

This document disclaims any warranty of any kind imputed by the laws of any jurisdiction, whether express or implied, as to any matter what so ever relating
to the service, including without limitation the implied warranties of merchantability, fitness for a particular purpose and non-infringement. Any disputes are
subject to the jurisdiction only of the Courts of Republic of India at Mumbai.

M J Patel Share & Stock Brokers Ltd shall not be liable for any misrepresentation, falsification and deception or for any lack of availability of services through
website even if the same is advertised on the website.

Neither M J Patel Share & Stock Brokers Ltd. nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in
connection with the use of this information.




