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Premiumisation + DTM = growth and margin upside

Key Points

>

In our recent interaction, Orient Electric’s management highlighted margin
expansion, premiumization, and deeper channel penetration as its key
strategic priorities.

Management is targeting double-digit margins over the next 7—8 quarters,
driven by operating leverage from the Hyderabad facility and an improving
product mix toward higher-margin products.

Fans: Premium and BLDC fans are driving market share gains, while
inventory normalization and higher utilization at the Hyderabad plant
should support margin recovery ahead.

Lighting: A premium-heavy lighting mix is driving high growth and market
share gains with LED price stabilization expected to further support
margins.

Appliances: Appliances continue to grow steadily, with e-commerce
traction and a seasonally strong Q3 expected, supported by winter-led
heating demand.

Switches & SG: Switches remain under-penetrated offering strong
growth headroom with electrician-led outreach and DTM-driven cross-
selling expected to aid scale-up.

Wires: A distribution-led wires strategy is helping Orient gain share from
the unorganized segment with margins expected to improve as scale
builds.

H2FY26: The management anticipates strong demand, supported by the
festive season, improving retail sentiment, and normalization of channel
inventory.

We remain positive on Orient Electric, driven by the steady progress under
its DTM distribution strategy, improving growth visibility across regions,
and continued momentum in the lighting segment supported by an
expanding SKU portfolio and rising B2B contribution. With margin
recovery visibility improving and execution tracking well, we maintain a
BUY rating with a TP of Rs241, valuing the stock at 30x Sep-27E EPS,
which represents a ~50% discount to its five-year historical average one-
year forward P/E.
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Reuters: ONTE.BO

Bloomberg: ORIENTEL IN Equity
Mkt Cap (Rsbn/US$mn): 38.3/425.6
52 Wk H /L (Rs): 262/ 155
ADTV-3M (mn) (Rs/US$): 209.3/2.3

Stock performance (%) 1M/6M/1yr: (11.8) / (18.4) / (26.1)

Nifty 50 performance (%) 1M/6M/1yr: 0.4)/16/6.7

Shareholding 3QFY25  4QFY25 1QFY26
Promoters 38.3 38.3 38.3
Dlis 27.9 28.0 28.2
FlIs 7.1 6.9 6.9
Others 26.7 26.8 26.6
Pro pledge 0.0 0.0 0.0

Financial and Valuation Summary

Particulars (Rsmn) FY25 FY26E FY27E FY28E

Net Sales 30,937 33,441 37,092 41,424
Growth YoY (%) 10.0 8.1 10.9 11.7
Gross Margin (%) 32.1 32.2 32.0 32.0
EBITDA 2,037 2,431 2,831 3,875
EBITDA Margin (%) 6.6 7.3 7.6 9.4
Adj. PAT 832 1,008 1,257 2,111
'(Ao%' PATYoY Growth 575, 211 248  67.9
Adj. EPS (Rs) 3.9 47 5.9 9.9
RoCE (%) 14.1 17.4 19.5 22.7
ROE (%) 12,5 16.4 18.6 23.1
RolC (%) 15.8 21.7 29.3 41.8
P/E 46.9 38.8 31.1 18.5
EV/EBITDA 18.9 15.2 12.7 8.8
P/BV 5.6 51 4.6 4.0

Source: Company, Bloomberg, Nirmal Bang Institutional Equities
Research
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Fans — premium push building momentum: Orient Electric’s premiumisation strategy in fans
is clearly gaining traction, with the share of premium and decorative models rising by ~500bps
over the past year, helping the company gain market share despite weak demand and unfavorable
weather. BLDC fans remain a key growth engine with BLDC and premium models collectively
contributing more than 30% of domestic ceiling fan revenues. While channel inventory is currently
elevated, the management expects this to normalize by 4QFY26. The recently commissioned
Hyderabad plant strengthens Orient's presence in South India and should support margin
improvement as the utilization ramps up, although near-term underutilization persists due to soft
TPW fan demand. Overall, continued product innovation and the shift toward a DTM (Direct to
Market) distribution model keep the long-term premiumisation and margin improvement story
intact.

Lighting — premium-led growth story: Orient Electric’s lighting business is benefiting from a
premium-heavy portfolio with ~65% of consumer lighting SKUs positioned in the premium
segment. This has allowed the company to take selective price hikes even as the broader LED
category continues to see price deflation. The segment is witnessing sustained market share
gains, supported by high-double digit value growth. Looking ahead, stabilization in LED prices is
expected to further support growth momentum and aid margin improvement.

Appliances — winter-led momentum: The appliances segment continues to deliver steady
growth with e-commerce emerging as an increasingly important channel. Management expects a
seasonally-strong Q3, driven by higher demand for heating products during the winter season. To
prepare for the anticipated demand uptick, Orient is proactively building inventory, positioning the
segment well for the coming quarters.

Switches & SG — early stage with high headroom: The switches and switchgears segment
remains under-penetrated compared to lighting, offering meaningful headroom for growth.
Management is sharpening its strategy by increasing engagement with electricians and
influencers to improve awareness, adoption, and on-ground penetration. Over time, the segment
is also expected to benefit from cross-selling opportunities under the DTM strategy, leveraging the
company’s strong presence in fans and lighting to accelerate scale-up.

Wires — scaling up through distribution: Wires is a relatively new growth engine for Orient
Electric with the management focused on gaining share from the large unorganized segment. The
strategy is largely distribution-led, leveraging the company’s strong fans distribution network to
drive faster penetration. While the wires business is not gross-margin accretive in the initial phase,
benefits from scale are expected to support EBITDA margin improvement over time. To strengthen
reach and execution, the company plans to roll out electrician and influencer engagement
programs to deepen distribution.

From middlemen to direct reach: Distribution continues to act as a key cross-segment enabler
for Orient Electric. The transition to the DTM model is progressing well, with 12 states along with
Pune and Goa already shifted, and DTM markets consistently outperforming those under the MD
(Master Distributor) model. This shift has translated into around 100bps market share gains, while
execution timelines have shortened reflecting improved on-ground efficiency. E-commerce now
contributes roughly 10% of sales, largely driven by appliances, with differentiated SKUs helping
avoid channel conflict.
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Exhibit 1 : New product and premium launches in the ECD segment driving market share gains
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Exhibit 2: New product and premium launches leading to market share gains in the lighting segment
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Exhibit 3: Change in our estimates

Changes in Estimates

Description ‘ FY26E

(Rsmn) Change (%) Change (%)
Net Sales 33,441 33,441 - 37,092 37,092 -
EBITDA 2,431 2,431 - 2,831 2,831 -
EBITDA Margin (%) 7.3 7.3 0 bps 7.6 7.6 0 bps
Adj. PAT 1,008 1,008 - 1,257 1,257 -
Adj. EPS (Rs) 47 4.7 - 5.9 5.9 -

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 4: We expect Orient to deliver a revenue CAGR Exhibit 5: EBITDA margin to expand by ~280bps by

of ~11% from FY25-FY28E FY28E
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Exhibit 6: We expect Orient to deliver a PAT CAGR of Exhibit 7: ECD segment trend
~36% by FY28E
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Exhibit 8: L&S segment trend
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Exhibit 9: Working capital days trend
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Exhibit 10: Ratio trend
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Exhibit 11: One-year rolling forward P/E chart
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Exhibit 12: Income Statement Exhibit 13: Cash Flow
Y/E March (Rs mn) FY24 FY25 FY26E FY27E FY28E Y/E March (Rs mn) FY24 FY25 FY26E FY27E FY28E
Net Sales 28,121 30,937 33,441 37,092 41,424 PBT 963 1,123 1,410 1,760 2,821
% growth 11.2 10.0 8.1 10.9 11.7 Depreciation 590 791 974 1,041 1,174
Gross Profit 8,551 9,941 10,768 11,869 13,256 Other adjustments 155 118 210 230 250
Gross Margin (%) 30.4 32.1 32.2 32.0 32.0 Change in Working capital (93) (613) 597 (131) (168)
Staff cost 2,589 3,061 3,010 3,338 3,190  Tax paid (255)  (332)  (402)  (502)  (710)
% of sales 9.2% 9.9% 9.0% 9.0% 7.7%  Operating cash flow 1,250 1,210 2,836 2,428 3,247
Other expenses 4,519 4,843 5,327 5,700 6,192  Capital expenditure (-) (2,130) (664) (750) (720) (520)
% of sales 16.1% 15.7% 15.9% 15.4% 14.9% Free cash flow (880) 546 2,086 1,708 2,727
EBITDA 1,443 2,037 2,431 2,831 3,875  Other investing activities - - - - -
% growth (4.9) 41.1 19.3 16.4 36.9 Investing cash flow (2,130)  (664)  (750)  (720)  (520)
EBITDA margin (%) 5.1 6.6 7.3 7.6 9.4 Issuance of share capital 1 - - - -
Depreciation 590 791 974 1,041 1,174 Movement of Debt 108 (38) (71) - -
EBIT 853 1,246 1,457 1,790 2,701  Dividend paid (incl DDT) (160)  (160)  (683)  (683)  (683)
Other Income 155 118 210 230 250  Other financing activities (233) (383) (257) (260) (130)
Interest 233 242 257 260 130  Financing cash flow (284)  (581) (1,010)  (943)  (813)
PBT (bei) 776 1,123 1,410 1,760 2,821 Net change in cash flow (979) (115) 1,425 1,001 1,914
PBT 963 1,123 1,410 1,760 2,821 Opening cash 1,642 663 548 1,973 2,974
ETR 21.8 25.9 285 28.5 25.2  Closing cash 663 548 1,973 2,974 4,888
PAT 753 832 1,008 1,257 2,111  source: Company, Nirmal Bang Institutional Equities Research
Adj PAT 607 832 1,008 1,257 2,111
% growth (20.0) 37.2 21.1 24.8 67.9 Exhibit 15: Key Ratios
Source: Company, Nirmal Bang Institutional Equities Research Y/E March FY24 FY25 FY26E FY27E FY28E
Exhibit 14: Balance Sheet per Share (Rs)
EPS 2.8 3.9 4.7 5.9 9.9
Y/E March (Rs mn) FY24 FY25 FY26E FY27E FY28E Book value 29.9 25 35.7 39.5 46.2
Share capital 213 213 213 213 213 ppg 0.8 0.8 32 32 3.2
Reserves 6,176 6,730 7,404 8,215 9,643 valuation (x)
Net worth 6,389 6,943 7,618 8,429 9,856  p/Sales 1.4 1.3 1.2 11 0.9
Short-term Loans 209 171 100 100 100 EV/EBITDA 26.7 18.9 15.2 12.7 8.8
Long-term Loans 0 0 0 0 0 PIE 64.4 46.9 38.8 311 185
Total Loans 209 171 100 100 100 P/BV 6.1 5.6 5.1 4.6 4.0
Net Debt (455) (377) (1,873) (2,874) (4,788)  Returnratio (%)
Other non-current liabilities (300)  (342) (342) (342) (342) RoCE 111 141 17.4 195 22.7
Total Equity & Liabilities 6,208 6,772 7,376 8,187 9,615 ROCE (Pre-Tax) 142 191 233 260 303
Gross Block 5763 8,607 9,103 9823 10593 ROE 123 125 164 186 231
Depreciation 3547 4337 5311 6352 7,52 ROIC 138 158 217 293 418
Net Block 2216 4270 3791 3471 3067 rofitabilityratio (%)
cWIP 2,226 6 300 300 50 Gross Margin 30.4 32.1 32.2 32.0 32.0
Other non-current assets 0 0 0 0 0 EBITDA m.argin 51 6.6 ’3 76 94
PAT margin 2.2 2.7 3.0 3.4 5.1
Investments 0 141 141 141 141 Liquidity ratios (%)
Trade receivables 4,723 5,184 5,039 5,589 6,242 Current ratio 12 13 14 15 16
Inventories 3,151 4,297 3,479 3,870 4,322 Quick ratio 0.8 0.7 0.9 1.0 1.2
Cash & Cash Equivalents 663 548 1,973 2,974 4,888 Solvency ratio (x)
Other Current assets 1,063 592 803 890 994 Net Debt: equity 0.1 0.1 0.2 0.3 05
Total Current assets 9,600 10,620 11,294 13,323 16,446  Turnover ratio
Trade payables 5439 6,000 5653 6,288 7,023  Fixed Asset turnover ratio (x) 4.9 36 3.7 338 3.9
Other current liabilities 2,471 2,433 2,626 2,888 3,194  Debtor days 61 61 55 55 55
Total current liabilities 7,910 8,433 8,278 9,176 10,217 Inventory days 59 75 56 56 56
Total Assets 6,298 6,772 7,376 8,187 9,615 Creditor days 101 104 91 91 91
Net Working capital days 19 32 20 20 20

Source: Company, Nirmal Bang Institutional Equities Research

Source: Company, Nirmal Bang Institutional Equities Research
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Rating track

Date Rating Market price (Rs) Target price (Rs)
14 October 2019 Buy 161 197
23 October 2019 Buy 180 209
9 January 2020 Buy 196 209
29 January 2020 Buy 230 265
26 March 2020 Buy 153 210
9 April 2020 Buy 184 210
2 June 2020 Hold 178 192
9 July 2020 Hold 178 192
29 July 2020 Hold 179 180
23 September 2020 Hold 190 195
9 October 2020 Hold 184 195
29 October 2020 Hold 203 215
7 January 2021 Hold 242 270
31 January 2021 Buy 253 300
9 April 2021 Buy 304 300
13 May 2021 Buy 280 325
1 August 2021 Buy 323 375
26 September 2021 Buy 345 410
25 October 2021 Buy 335 438
22 January 2022 Buy 350 440
21 February 2022 Buy 345 475
11 May 2022 Buy 310 400
16 June 2022 Buy 262 400
26 July 2022 Buy 276 370
19 September 2022 Buy 274 390
06 November 2022 Buy 263 325
1 February 2023 Buy 263 330
22 March 2023 Buy 267 310
15 May 2023 Hold 222 235
05 August 2023 Hold 240 260
04 November 2023 Buy 221 260
21 December 2023 Buy 227 265
03 February 2024 Buy 220 255
19 March 2024 Buy 194 230
10 May 2024 Hold 215 220
03 August 2024 Hold 274 270
25 October 2024 Buy 210 250
26 December 2024 Buy 251 300
30 January 2025 Buy 220 260
16 April 2025 Buy 215 245
26 April 2025 Buy 242 287
26 July 2025 Buy 223 272
19 October 2025 Buy 206 241
17 December 2025 Buy 183 241
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in
cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the
research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership
of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this research
report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of
the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation
or other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not
served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making
activity of the subject company.

Analyst Certification: |, Arshia Khosla, hereby certify that the views expressed in this research report accurately reflects my
personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views
in this research. The analyst is principally responsible for the preparation of this research report and has taken reasonable care
to achieve and maintain independence and objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%s

HOLD -5% to 14%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or
refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as
customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state,
country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL &
its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any
of its affiliates or employees 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. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter
pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value
of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept
any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this
research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or
indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in
this report.

Copyright of this document vests exclusively with NBEPL.

**Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors."

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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