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Orient Bell Ltd. 

 

CMP – Rs. 60.80           BSE Code –530365           NSE Symbol - ORIENTBELL  

Acquisition of Bell Ceramics  - fast turnaround & faster growth, a nationwide 
presence, focussed promoters and the stock’s undervaluation to the peer group – 
we believe at the current price of Rs.60, the stock is the best pick from the sector 
and may emerge as a dark horse in the next few years. 

 

Orient Bell Ltd. (earlier called Orient Ceramics and Industries Ltd.), a pioneer in 
manufacturing ultra vitrified tiles in India was formed in 1977 as a public limited 
company. The company started its manufacturing facility in Sikandarabad in Uttar 
Pradesh. The company is accredited with ISO 9001:2000, ISO 14001 and ISO 18001 
certifications for quality control management systems. The company manufactures 
Non-Vitrified, Vitrified, and Ultra Vitrified Tiles for walls, floors & facades. The 
company also imports and markets Vitrified Porcelain Tiles, Borders, Motifs and other 
value added accessories from various countries to complement its wide range of 
tiles. The company started manufacture of Vitrified Tiles in 2008. 
 
 
 
 



 
Acquisition of Bell Ceramics Ltd. 
 
The company acquired Bell Ceramics Ltd. in December 2010 and merged it into 
Orient Ceramics and subsequently the name of the company was changed to Orient 
Bell Ltd.. Bell Ceramics Ltd. was started in 1985 to manufacture ceramic glazed tiles 
and has two manufacturing plants – one near Vadodra in Gujarat and the other near 
Bangaluru, Karnataka. With the acquisition, Orient Bell today has manufacturing 
plants in North, West and South India and capabilities to cover the entire country 
through Sales & Distribution Network. 
 
Post merger, the company has emerged as the only company to have manufacturing 
plants in North, West & South India. The plant in UP caters to sales in North & East 
India while the plants at Vadodara & Bangaluru cater to the Western and Southern 
markets respectively. This translates into excellent synergy for the combined 
business of Orient Bell. 

Financials 

The latest financials of the company are given as under :- 

QUARTERLY - LATEST RESULTS - Orient Bell Ltd  (Curr: Rs in Cr.)  As on 24-03-2013 
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Sales 140.42 90.09 55.9 401.94 250.06 60.7 544.48 289.64 88 

Other Income 0.33 0   - 1 0 0 2.4 8.11 -70.4 

PBIDT 15.24 6.64 129.5 43.39 21.27 104 52.12 33.2 57 

Interest 6.58 2.71 142.8 18.91 7.57 149.8 21.93 8.96 144.8 

PBDT 8.66 3.93 120.4 24.48 13.7 78.7 30.19 24.24 24.5 

Depreciation 4.65 2.04 127.9 13.82 6.04 128.8 19.02 9.78 94.5 

PBT 4.01 1.89 112.2 10.66 7.66 39.2 11.17 14.46 -22.8 

Tax 1.68 0.28 500 3.93 1.03 281.6 -2.3 4.69   PL 

Deferred Tax 0 0   - 0 0 0 0 0   - 

PAT 2.33 1.61 44.7 6.73 6.63 1.5 13.47 9.77 37.9 

 

 

 



 

LATEST EQUITY - Orient Bell Ltd  (Curr: Rs in Cr.)  As on 24-03- 
2013 

   Latest Data 

Latest Equity(Subscribed) 13.57 

Latest Reserve 90.95 

Latest Reserve (cons.) 90.93 

Latest EPS -Unit Curr. 11.46 

Latest EPS (cons.) -Unit Curr. 9.06 

Latest Bookvalue -Unit Curr. 77.02 

Latest Bookvalue (cons.) -Unit Curr. 77.01 

Face Value 10 

Book Value (with YTD NP) - Unit Curr. 81.98 

  

Stock Exchange BSE NSE 

Latest Market Price--Unit Curr. 60.8 60.35 

Latest P/E Ratio 5.31 5.27 

Latest P/E Ratio -cons 6.71 6.66 

Latest P/BV 0.79 0.78 

Latest P/BV - cons 0.79 0.78 

52 Week High -Unit Curr. 110.75 108.7 

52 Week High-Date 15/01/2013 11/01/2013 

All Time High -Unit Curr. 110.75 111 

All Time High-Date 15/01/2013 22/10/2010 

52 Week Low -Unit Curr. 42 43 

52 Week Low-Date 22/05/2012 23/05/2012 

All Time  Low -Unit Curr. 3.33 13 

All Time  Low-Date 29/05/1995 28/10/2008 

Market Capitalisation 82.51 81.89 

Dividend Yield -% 2.47 2.49 

Dividend Yield -% - cons 2.47 2.49 

Price Date 22/03/2013 22/03/2013 

(Source – Capitaline) 

 

Major Concerns 

The major concern is the debt on the balance sheet of the company – post 
acquisition of Bell Ceramics. This we believe is the primary reason for the low 
Market Cap of Orient Bell. However, any restructuring of debt in terms of retiring 
debt out of Cash Flows or swapping debt through equity infusion at higher 
valuations may have an impact which could be hugely positive for the market cap of 
the company. 



The other major concern is competition from cheaper imports from China – the anti 
dumping duty imposed by the Government of India however acts as a protection for 
domestic manufacturers. Any withdrawal of anti dumping duty will be negative for 
the domestic manufacturers.  

 

Investment Rationale 

 
Acquisition of Bell Ceramics – Whole Bigger than Sum of Parts 
 
The company’s acquisition of Bell Ceramics has been a good opportunity for the 
company enabling it to grow inorganically at a faster speed and we believe that the 
combined value of Orient Ceramics & Bell Ceramics is far in excess of the individual 
businesses due to excellent business synergies. The company had a manufacturing 
capacity of 14.5 million square meter before the acquisition of Bell Ceramic, which 
post merger of Bell Ceramics has become 29 million square meter. And a 
predominantly North based company has become a company with pan India 
presence. 
 
Indian Tile Industry 
 
The Indian tile industry is estimated to be 625 million sq. mtr. as of March 2012. The 
Industry size Rs 17000 crore, out of which National Brands control roughly 45-50% of 
industry. The industry has been growing at a CAGR of 15-16% per annum in last 4-5 
years. Even though the industry grew at 15% in FY12, the company registered a 
Sales Growth of 86% primarily on the strength of acquisition of Bell Ceramics. Even 
if we exclude sales of Bell Ceramics, the Sales Growth was 36% - much higher than 
industry average. The company managed to increase its market share too. 

Undervalued to the Peers 

The stock of Orient Bell looks grossly undervalued compared to the peer group. If 
we compare the FY 12 numbers of Orient Bell with the Industry leader Kajaria 
Ceramics – Kajaria Ceramics has sales revenues roughly 2.4 times of Orient Bell ( 
roughly Rs.1300 crores as against Rs.550 crores achieved by Orient Bell); did PAT 
of roughly 6 times of Orient Bell (Rs.80 crores against Rs.13.50 crores for Orient 
Bell) but commands a Market Cap which is roughly 16 times of Orient Bell. (Market 
Cap of Kajaria is Rs.1300 crores as against Rs.82 crores for Orient Bell).  

 



While Kajaria has a Market Cap which is equal to its Sales, Orient Bell’s Market 
Cap is just 15% of its sales. Also Kajaria has a Price to Book Value of 3.75 as against 
just 0.75 for Orient Bell. Kajaria has an installed capacity which is roughly 50% 
higher than Orient Bell (Kajaria has capacity of 41 million square meters as against 
29 million square meters for Orient Bell).  

We do not deny the fact though that Kajaria has a leadership position in the sector, 
has a better Debt to Equity position compared to Orient Bell, does higher operating 
margins and has superior Return ratios - we believe the huge valuation gap is 
unjustified.  

Other Factors 

Promoters have been doing creeping acquisition of shares through market 
purchases and have increased their stake from 73.45% in June 12 qtr to 74.88% in 
Dec 12 qtr. They have thus reached close to the threshold of 75% allowed by SEBI. 
The company has been a regular dividend payer and has not skipped dividend in 
last 20 years. Moreover, the company has refrained from any Equity dilutions 
through fund raising exercises in the last 15 years. 

Orient Bell’s recent acquisition of Bell Ceramics, a loss making company, which is  
almost similar in size of Orient Ceramics and its turnaround from loss making to a 
profitable entity in less than 2 years shows the business acumen of the promoters. 
However, the next challenge is higher capacity utilisation of Bell Ceramic’s plants, 
and consequently scaling up the sales and distribution network to cater to the 
increased capacity utilisation. 

Power & Fuel costs form a substantial portion of the total manufacturing cost of tiles 
– and any initiatives there would lead to long term benefits to the company. We 
believe that the implementation of Ratnagiri – Bangalore Gas Pipeline (expected to 
be completed in 2013) will lead to higher capacity utilisation and reduced fuel costs 
at the company’s Bangaluru unit. 

Orient Bell is now concentrating on value added premium segment where 
competition is less from small players and is also making efforts towards effectively 
utilising higher capacities, expanding its dealer and distributor network,  establishing 
exclusive Display Studios and filing patents for tiles with uniqueness & 
Innovativeness like Germ Free etc. 

Our major concern is high debt which increased due to its acquisition of Bell 
Ceramics – we however believe that with higher utilisation of its production 
capacities, the company’s Interest Cover ratio will improve. Also, the company had 



earlier acquired land assets for organic expansion  – however with the acquisition of 
Bell Ceramics, the company may have the option to dispose off the assets and use it 
to repay part debt. 

We believe that on the back of higher installed capacity and higher capacity 
utilisation, the company will maintain its growth in the future. However, the Game 
changer for the company could be retiring of substantial debt coupled with high 
growth which we believe is a high probability here. We believe that given focussed 
promoters with their sincere efforts and the company’s undervaluation to the 
peer group – we believe at the current price of Rs.60, the stock is the best pick 
from the sector and may emerge as a dark horse in the next few years. 

 

Ashish Chugh is an equity analyst and investment consultant based at New Delhi, 
INDIA. At the time of writing this article, he, his firm and dependent family members 
donot have a position in the stocks mentioned above. The author, his firm or any of 
his dependent family members may make purchases or sale of the securities 
mentioned in the report while the report is in circulation. The author invites readers to 
send him email and welcomes comments, feedback & queries at 
nexgenfin@yahoo.com.  

This report has been prepared solely for information purposes and the 
information contained herein may not be deemed to be an investment advice. 
Such information is impersonal and not tailored to the investment needs of any 
specific person. The information contained herein is not a complete analysis of 
every material fact representing any company, industry or security. The views 
expressed may change. While the information contained herein has been 
obtained from sources believed to be reliable, no responsibility (or liability) is 
accepted for the accuracy of its contents. Investors are advised to satisfy 
themselves before making any investments and should consult with and rely 
upon their own advisors whether and how to use such information in making 
any investment decision. Neither the author nor his firm accepts any liability 
arising out of use of the above information/ article. 


