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CMP: | 171    Target: | 205 (  20% )      Target Period: 12-18 months 

months  

Action Construction Equipment (ACTCON) 

 BUY 

May 31, 2021  

Robust performance but small bump ahead… 

Action Construction Equipment (ACE) reported robust Q4FY21 numbers led 

by strong performance from all segments. Margins improved on a YoY basis 

but were down sequentially on account of higher input cost. Revenue for 

the quarter came in at | 457.4 crore, up 49.7% YoY, 14% QoQ. Gross 

margins contracted ~239 bps YoY, ~156 bps QoQ on account of the recent 

run up in steel prices. Employee cost was down 18% YoY while other 

expenses increased 30% YoY. Consequently, EBIDTA increased 82.4% YoY 

to | 50 crore with an expansion of ~196 bps YoY & contraction of 36 bps 

QoQ in EBIDTA margins which came in at 10.9%. Subsequently, PAT came 

in at | 38.8 crore, up 182% YoY. For FY21, ACE posted a revenue increase 

of 6% led by robust performance in H2. The company reported cash flow to 

the tune of | 86.05 crore during the period. 

All-round performance… 

Crane segment revenues grew 45.7% to | 316.7 crore with an EBIT margin 

of 12.9%. The company sees crane segment growing 10% in FY22 even 

though Q1FY22 is expected to be a potential drag on overall FY22 crane 

segment revenues. CE segment revenue grew 33.6%, with an EBIT margin 

of 6.8%. Material handling, agri equipment segment grew 74.6%, 77.9% to 

| 37.3 crore, | 57.1 crore, respectively. Going ahead, the management 

expects CE, material handling & agri segment to also grow at a pace of 25-

30% in FY22E. We believe better execution pickup in H2FY22, new product 

launches and higher exports would aid ACE achieve its targeted growth of 

15% in FY22E. 

Margins to sustain, even with commodity inflation 

Q4FY21 margins came in at 10.9%, up 196 bps YoY despite a decline of 

~239 bps YoY in gross margins. This was largely due to a decline in 

employee cost and positive operating leverage, to an extent. Going ahead, 

the management has guided margins to be in the range of 11-12%. We 

believe this can be accomplished given the upcoming price hike in June end. 

Also, a potential decline in commodity prices will improve the company’s 

overall margin spreads considering the price hikes would not be rolled back. 

Valuation & Outlook 

Till now, ACE was largely reliant on the crane segment. The key catalyst for 

the company from here on is how CE and agri equipment perform. With the 

current outlook and recent quarter numbers, we believe ACE is set to post a 

strong FY22 despite a sluggish Q1. We revisit our estimates to incorporate 

a dismal Q1. However, our stance remains positive on the company. At this 

juncture, ACE is trading at 9x FY23E EV/EBIDTA against a historical up-cycle 

range of 15-20x. Hence, this calls for a multiple upgrade given the company 

is on the cusp of posting historically high growth rate. We value ACE at 11x 

FY23E EV/EBIDTA and maintain BUY rating with a revised target price of  

| 205 (earlier | 215). 

  

 
Key Financial Summary 

eesSSs

( | crore) FY19 FY20 FY21 FY22E FY23E CAGR (FY21-23E)

Revenue 1,343                 1,156                 1,227                 1,419                 1,758                 19.7                                        

EBITDA 98                      92                      119                    156                    207                    31.8                                        

EBITDA margin (%) 7.3                     7.9                     9.7                     11.0                   11.8                   

Net Profit 56                      52                      80                      107                    146                    34.8                                        

EPS (|) 4.9                     4.6                     7.1                     9.4                     12.8                   

P/E (x) 34.6                   37.0                   24.2                   18.2                   13.3                   

EV/EBITDA (x) 19.9                   21.8                   16.2                   12.3                   9.0                     

RoCE (%) 25.3                   19.3                   26.9                   25.8                   29.2                   

RoE (%) 12.8                   11.9                   15.3                   17.1                   19.2                   
 

Source: ICICI Direct Research, Company 

 

Particulars 
 

Data

Market Capitalisation

Debt (FY21)

Cash & Inv (FY21) 

EV 

52 week H/L 179 / 45

Equity capital

Face value | 2 

| 1930 crore

| 22.7 crore

| 62 crore

| 51 crore

| 1941 crore

Amount

 
   

Price Performance 
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Key risks to our call 

 Further increase in steel prices, forcing 

another price hike, which can be 

detrimental to demand 

 Inability to capture market share in CE 

& agri segments may affect its overall 

performance 
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Financial Summary 

Exhibit 1: Profit and loss statement                             (| crore) 

(Year-ended-March) FY20 FY21E FY22E FY23E

Revenue 1,156      1,150      1,419     1,758     

Total Raw Material Costs 894 962 1107 1361

Employee Expenses 86 72 78 95

Other expenses 85 74 78 95

Total Operating Expenditure 1,065      1,108      1,263     1,550     

EBITDA 92           43           156        207        

% Growth -6.3 30.4 30.7 32.9

Other Income 4 15 12 12

Interest 15 12 3 1

PBDT 81 46 165 219

Depreciation 13 14 16 17

PBT before Excep item 68 108 148 202

Total Tax 16 28 42 57

PAT before MI 52 80 107 146

Minority Interest 0 0 0 0

PAT 52           80           107        146        

% Growth -6.3 52.8 33.3 36.2

EPS 4.6 7.1 9.4 12.8  
Source: Company, ICICI Direct Research 

Exhibit 2: Cash Flow Statement                                   (| crore) 

(Year-ended-March) FY20 FY21 FY22E FY23E

Profit after Tax 52         80          107         146         

Add: Depreciation 13         14          16           17           

Interest 15         12          3             1             

(Inc)/decrease in CA (61)        (59)         (33)         (158)       

(Inc)/decrease in CL and prov 33         42          (72)         94           

CF from Operations 51         106        21           107         

(Inc)/decrease in Fixed Assets (39)        (18)         (53)         (33)         

Others 9           5            12           12           

CF from Investing (30)        (12)         (41)         (21)         

Issue/(Buy back) of Equity (33)        -           -            -            

Inc/(dec) in loan funds 30         (23)         (20)         (25)         

Dividend paid & dividend tax (6)          (6)           (9)           (12)         

Others (15)        (25)         23           (29)         

CF from Financing (23)        (54)         (5)           (66)         

Net Cash flow (2)          40          (25)         21           

Opening Cash/Cash Equivalent 12         10          50           24           

Closing Cash/ Cash Equivalent 10      50       24       45        
Source: Company, ICICI Direct Research 

 

Exhibit 3: Balance Sheet                                             (| crore) 

(Year-ended-March) FY20 FY21E FY22E FY23E

Equity Capital 23 23 23 23

Reserve and Surplus 420 501 602 735

Total Shareholders funds 443 523 624 758

Minority Interest 0 0 0 0

Other Non Current Liabilities 18 18 18 18

Total Debt 74 51 31 7

Sources of Funds 535         593         674         783         

Gross Block 464 488 541 573

Acc: Depreciation 121 135 152 168

Net Block 398 416 405 428

Capital WIP 19 13 13 13

Total Fixed Assets 417 429 417 440

Non Current Assets 50 36 36 36

Inventory 271 266 272 361

Debtors 147 225 233 289

Loans and Advances 0 0 0 0

Other Current Assets 52 38 57 70

Cash & Equivalent 9 37 24 45

Investments 6 25 25 25

Total Current Assets 486 591 611 791

Current Liabilities 419 463 391 485  
Source: Company, ICICI Direct Research 

 

 

 

Exhibit 4: Key Ratios 

FY20 FY21E FY22E FY23E

Per Share Data

EPS 4.6          7.1           9.4         12.8           

BV 39.0        46.1         55.0       66.8           

Dividend per share 0.5          0.5           0.8         1.0             

Dvidend payout ratio 10.8        7.1           8.0         8.0             

Operating Ratios

EBITDA Margin 7.9          9.7           11.0       11.8           

PAT Margin 4.5          6.5           7.5         8.3             

Return Ratios

RoE 11.9        15.3         17.1       19.2           

RoCE 19.3        26.9         25.8       29.2           

RoIC 20.0        28.0         26.5       31.1           

Valuation Ratios

EV / EBITDA 21.8        16.2         12.3       9.0             

P/E 37.0        24.2         18.2       13.3           

EV / Net Sales 1.7          1.6           1.4         1.1             

Market Cap / Sales 1.7          1.6           1.4         1.1             

Price to Book Value 4.4          3.7           3.1         2.6             

Turnover Ratios

Asset turnover 2.6          2.4           2.2         2.4             

Debtors Turnover Ratio 7.8          5.5           6.1         6.1             

Creditors Turnover Ratio 3.6          3.7           4.7         4.7             

Solvency Ratios

Debt / Equity 0.2          0.1           0.0         0.0             

Current Ratio 1.1          1.1           1.4         1.5             

Quick Ratio 0.5          0.6           0.7         0.7              
Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorises them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as 

the analysts' valuation for a stock 

 

Buy : >15%  

Hold : -5% to 15%; 

Reduce : -5% to -15%; 

Sell : < -15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 
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ANALYST CERTIFICATION  

I/We, Chirag Shah, PGDBM and Adil Khan, PGDM (Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report 

accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) 
or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve 
months and do not serve as an officer, director or employee of the companies mentioned in the report 

Terms & conditions and other disclosures: 

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 
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Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  
 
ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions 
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research. 
 
The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential 
and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, 
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This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other 
financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by 
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investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should 
independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts 
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Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements 
are not predictions and may be subject to change without notice.  
 
ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other 
assignment in the past twelve months.  
 
ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services 
in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.  
 
ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not 
receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor 
Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.  
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ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the 
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