
Fiem Industries Ltd — Aug 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline on Revenue / Beat on Margins & PAT One-line: The thesis remains firmly intact as Fiem

demonstrates operational resilience by resuming production within 72 hours of a major fire, while structurally

expanding its LED mix (now 53.5%) and securing a critical strategic entry into Hero MotoCorp via the Harley-

Davidson X440.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance
Inline / Beat

Revenue growth of 6.5% YoY; EBITDA margins at 13.1% (meeting

upper end of 12.5-13.5% guidance).
🟢

Earnings Quality High (Core)
Operational performance strong; fire loss (₹51 Cr) fully offset by

insurance receivables with no P&L impact.
🟢

Guidance

Confidence
Strong

Reconfirmed 13-13.5% margin band; optimistic on double-digit industry

growth for FY24.
🟢

Management

Credibility
Strong

Exceptional transparency regarding fire damage; resumed operations in

3 days; no customer business loss.
🟢

Business Quality

Signal
Improving

LED lighting mix rose to 53.5% (vs 44% YoY); EV share reached 6% of

revenue.
🟢

Key Q&A Exchange
Q#1:

Accounting

Management defended the "Insurance Receivable" treatment for the ₹51

Cr fire loss against aggressive analyst scrutiny.
🟡

The Street's Primary

Anxiety
Fire Impact

Fear of production loss or P&L hit from the Rai factory fire; Mgmt proved

zero production loss.
🟢

Capital Cycle Stage Harvesting
Low Q1 Capex (₹1.81 Cr); utilizing existing capacity for new Harley/EV

projects.
🟢

Margin Trajectory Improving
EBITDA margins held at 13.1% despite an 18% spike in employee

costs.
🟢

Pricing Power Stable
Successfully passing through RM costs; premiumization (LED) driving

realization.
🟢

FCF Conversion Distorted
Impacted by fire-related accounting (Receivables spike) and higher

inventory post-incident.
🟡

Competitive Moat Widening
Expanding into EV-specific components (Gogoro) and high-value Hero/

Harley headlamps.
🟢

Balance Sheet

Strength
Strong

Net Debt Zero status maintained; high insurance coverage for all

assets.
🟢

Working Capital Deteriorating
Inventories and Receivables likely to bloat temporarily pending

insurance claim settlement.
🟡

Mgmt Track Record Reliable Consistently hitting the 13% margin floor even during localized crises. 🟢

Key Red Flag Cost Control
Employee benefit expenses grew 18.5% YoY, far outpacing the 6.5%

revenue growth.
🔴

Management Tone Confident Bullish on festive season and 80+ new projects in the pipeline. 🟢

Key Takeaways:



Positives: * Operational Resilience: Resuming operations within 3 days of a fire at the Rai factory (affecting

₹51 Cr of assets) without losing a single order is a testament to management's disaster recovery and multi-

location manufacturing flexibility. * Strategic Client Expansion: The commencement of supplies for the Harley-

Davidson X440 (via Hero MotoCorp) is a breakthrough, potentially solving Fiem’s historical under-penetration in

the Hero ecosystem. * LED Premiumization: LED share of lighting continues its structural climb to 53.5% (up

from 44% YoY), which remains the primary engine for margin protection. * EV Dominance: Fiem is supplying

100% of lighting for the new Ola S1X; EV now contributes ~6% of total revenue with a "first-mover" advantage

across 20+ OEMs.

Negatives: * Cost Inflation: Employee costs rose 18.5% YoY (₹68.01 Cr vs ₹56.8 Cr), which management

attributed to annual increments and turnover, but this remains a drag on operating leverage. * Revenue

Stagnation: 6.5% YoY revenue growth is modest compared to historical double-digit performance, though it

outpaces the 2W production growth of 1.6%. * Insurance Recovery Timeline: While accounting-neutral, the

recovery of ₹51 Cr from insurance is a "long period" process, which will tie up capital in the interim.

Forward Watchpoint: Monitor the localization of Gogoro components (ECU/Motor Controller) in FY25, which

marks Fiem's transition from an optics/plastic player to a high-tech EV electronics supplier.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Metric
Current Qtr

(Q1FY24)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue

(Core)
₹470.71 Cr ↑ 5.7% ↑ 8.9% ↑

Growth driven by utility vehicle growth (7%) and

2W domestic sales (11.6%).

Total Income

(PPT)
₹478.10 Cr ↑ 7.3% ↑ 10.6% ↑ Includes other income and is net of GST.

LED Share of

Sales
53.5% ↑ 950 bps ↓ 250 bps ↑

Structurally up from 44% (Q1FY23) but down from

56% peak (Q4FY23).

EBITDA

(Consol)
₹64.30 Cr ↑ 11.7% ↑ 6.6% ↑

(PPT: Total Income ₹478.1 Cr - Expenses ₹413.8

Cr).

EBITDA Margin

%
13.45% ↑ 50 bps ↓ 50 bps →

Margins stable despite fire-related operational

shifts.

PAT (Consol) ₹35.50 Cr ↑ 16.8% ↓ 11.9% ↑ PAT growth aided by lower debt/interest costs.

Net Debt /

(Cash)
(Net Zero) → → →

Cash & equivalents remain strong at ₹179.9 Cr

(Standalone).

EV Rev Share ~6.0% ↑ 200 bps → ↑ Supplying to all Ola models including new S1X.

Capex ₹1.81 Cr ↓ 80% ↓ ↓ Seasonally low; FY24 target remains ₹50-60 Cr.

Employee

Costs
₹68.01 Cr ↑ 18.5% ↑ ↓ Driven by annual increments and Q1 turnover.

2B. SEGMENT BREAKDOWN



Segment
Revenue

(₹ Cr)

YoY

Growth
Margin Trend

vs Co

Avg
Key Development

Automotive Lighting ₹333.20* ↑ 7.8% High ↑ Above
53.5% LED mix; started

Harley X440 production.

Rear View Mirrors ₹56.50* ↑ 7.8% Mod → Below
Sole supplier for HMSI

and Suzuki.

Plastic Parts ₹54.10* ↑ 7.9% Mod → Below

Integral to lighting

assembly; standalone

supplies stable.

Others (IPIS/Etc) ₹19.20 ↓ 45% Var ↓ Below

Fluctuates based on

model requirements and

railway orders.

EV Segment ~₹28.24 ↑ 52% High ↑ Above

Supplying 100% of Ola

Electric's lighting

requirements.

*Segmental splits estimated based on

historical percentage contribution (Lighting

70.8%, Mirrors 12%, Plastics 11.5%) as Q1

specific Cr was not tabled in PPT.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category Management Target / Claim Required Run-Rate
Historical

Delivery

Risk

Flag

Guidance Revenue
15-20% growth target

mentioned in FY23.

Needs ~₹550 Cr/qtr avg; Q1 at

₹470.7 Cr is behind.
Reliable Moderate

Guidance Margins 13% - 13.5% EBITDA range.
Currently at 13.1-13.45%; on

track.
Consistent Low

Strategy
EV

Localization

Localize Gogoro ECU/Motor

Controller in 8-9 months.

Commercial production

expected in FY25.
New Target Execution

Capex Maintenance ₹50 - ₹60 Cr for FY24.
Q1 spend only ₹1.81 Cr; needs

₹18-20 Cr/qtr.
Consistent Low

Project

Pipeline
New Wins 80-90 new projects in hand.

Expect 25-30% revenue from

these in FY24.
High Low

Macro 2W Growth
Double-digit growth for

overall 2W industry in FY24.

Industry grew 1.6% in Q1;

needs a massive festive ramp-

up.

Optimistic High



4. ANALYST Q&A



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

1 5.0
Priyansh

(Ind)

Fire

Accounting
Financials

Why was

the fire loss

credited to

P&L as a

receivable

before the

claim was

determined?

Management

clarified that

they wrote off

the book value

(WDV) and

recognized an

equal

receivable

because the

insurance

policy covers

"reinstatement

value" (cost of

new assets +

15%), making

the WDV

recovery

virtually

certain. This

keeps the P&L

neutral but

investors must

monitor the

Cash Flow

Statement for

the actual

timing of the

cash inflow.

None 4.0

Clear and

logic-

backed

1a 4.5
Priyansh

(Ind)

Employee

Costs
Financials

Why did

employee

costs spike

18% YoY

while profit

only grew

20%?

Management

explained that

annual

increments

occur in Q1

and that total

turnover

increased by

₹40 Cr vs the

salary

increase of ₹8

Cr. This

suggests the

"spike" is

partly an

optics issue of

YoY

comparisons

during a

growth phase,

though it

warrants

watching for

None 3.0
Consistent

but vague



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

margin

compression.

2 4.0
Aashin

Modi

Hero/

Harley
Business

What is the

revenue

potential

and content

per vehicle

for the

Harley

X440?

Management

confirmed

production has

started and

content is

"high" due to

100% LED

lighting,

though they

declined to

give specific

volume

targets. This

marks Fiem's

first premium

400cc+ entry,

significantly

increasing

Average

Selling Price

(ASP) per unit.

Specific

Cr/volume

targets

3.5 Directional

3 4.5
Nikhil

Upadhyay

HMSI

Share
Business

Has Fiem

lost market

share at

HMSI given

the

sequential

revenue

disconnect?

Management

reasserted that

market share

remains intact

and the Q1

recovery

shows HMSI is

"on track" after

a weak Q4.

This reduces

fears of

competitor

inroads at

Fiem’s largest

customer.

None 4.0 Definitive

4 3.5

Rohan

(Multi-

Act)

Warranty Financials

Why did

warranty

provisions

jump from

₹1.95 Cr to

₹11.8 Cr in

FY23?

Management

attributed this

to "abundant

caution" as

OEMs revise

supply

agreements to

include longer

warranty

periods and

higher

rejection

penalties. This

None 3.0
Vague/

Cautionary



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

is a structural

change in the

industry that

may

permanently

raise the "cost

of doing

business" for

ancillaries.

5 4.0
Nirvana

Laha

Gogoro

Tech
Strategy

How long

will it take to

localize

Gogoro

production

from SKD to

100%

domestic?

Management

provided a 9-

month timeline

for domestic

production of

ECU and

motor

controllers.

This is a high-

margin

opportunity to

move beyond

lighting into EV

powertrains, a

key thesis-

expander.

% of

localization
3.5

Specific

timeline

6 3.0
Sahil

Sanghvi

Interest

Cost
Financials

Why is

interest cost

high for a

zero-debt

company?

Management

clarified it is

almost entirely

"bill

discounting

charges" from

SBI and will

reduce as

customers

move to direct

tie-ups with

banks. This

confirms the

company's

"Net Debt

Zero" status

remains

untarnished by

operating

interest.

None 4.0 Specific

7 4.0
Karan

Gupta
4-Wheeler Strategy

How will

Fiem

maintain

margins in

the 4W

segment

Management

plans to use

"frugal

manufacturing"

strengths from

the 2W

Specific

4W Capex
3.0

Strategic

intent



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

where

competitors

struggle at

7-9%?

segment and

focus on "new

technology"

(LED) rather

than legacy

halogen

products. This

suggests Fiem

will avoid the

low-margin

commodity 4W

lighting trap,

focusing only

on premium

tech.

PATTERN FLAGS & SENTIMENT

Theme Cluster: Resilience vs. Risk (The Fire Incident) Analysts were hyper-focused on the fire at the Rai

factory, specifically the accounting treatment of the ₹51 Cr loss. One analyst (a CA) challenged the immediate

recognition of insurance receivables. Management remained firm and confident, citing their "reinstatement

value" policy. The sentiment was one of relief that production was not halted, but skepticism remains regarding

the timeline of the actual cash recovery.

Theme Cluster: Diversification (Hero & EV) There is a clear shift in analyst interest toward "New Fiem"—the

company supplying Harley-Davidson and Gogoro. Management was bullish on these, noting that the Harley win

is a door-opener for more Hero MotoCorp projects. This is resolving the long-standing "concentration risk"

concern regarding HMSI and TVS.

Analyst Sentiment Verdict: The tone was constructive but vigilant. Analysts were impressed by the speed of

recovery post-fire but stayed "gritty" on line-item costs (employee expenses and warranty provisions).

Management’s credibility was enhanced by their crisis management, but the "18.5% salary hike vs 6.5% revenue

growth" created a lingering efficiency overhang that will be the primary focus for Q2.

GUIDANCE GAPS REVEALED IN Q&A

Topic
What Mgmt

Claimed (FY23)

What Q&A

Revealed
Gap / Walk-back Risk to Thesis

Revenue

Growth
~15-20% Target. Q1 growth at 6.5%.

Requires 25%+ growth in

remaining quarters.

High risk of missing FY24

revenue target.

Interest Cost Zero Debt Company.
₹5 Cr annual interest

(FY23).

Revealed as bill discounting

charges.

Low; purely operational

finance.

Gogoro
New tech

partnership.

Currently 100% SKD

(Import).
Localization is 9 months away.

FY24 margins on this

segment will be lower.

5. WHAT CHANGED vs PRIOR QUARTER

Comparison against Q1FY23 (Prior Context).



What Changed
Prior Quarter

(Q1FY23)
This Quarter (Q1FY24) Direction

LED Mix 44.0% 53.5% ↑ Significant expansion

EV Revenue Share ~4.0% (₹18.5 Cr) ~6.0% (~₹28 Cr) ↑ Increasing dominance

Strategic Client Hero (Potential) Hero/Harley (Production)
↑ Execution of

diversification

Asset Base ₹528 Cr (Net PPE) ₹460 Cr (Net PPE)*
↓ Impacted by Fire Write-

off

Employee Cost % 12.7% of Revenue 14.4% of Revenue ↓ Efficiency deteriorating

Margin Guidance 12.5% - 13.0% 13.0% - 13.5%
↑ Range tightened

upwards

New Tech R&D phase
Gogoro SKD production

started
↑ Commercialization

*Estimated based on ₹51 Cr write-off from

March '23 closing PPE.
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