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Decent growth, awaiting margin improvement

Exide Industries (EXID) posted good set of numbers with top line growth of
31.8% YoY. Margin improvement did not follow through due to increase in
lead prices and adverse forex movement. EXID has been consistently
showing good top line growth since last 4 quarters but is a miss on margins
primarily due to higher raw material cost. We believe EXID can take a small
price hike to cover the impact on margins to a certain extent. Considering
that EXID has been doing lot of activities to gain back brand perception and
customer recall, it will get easier for EXID to pass on hike in input prices.
EXID reported a dip of 350 and 132 bps on gross margin (33.6%) and
EBITDA margin (14.1%) level. Focus is on cost control and technology
upgradation to improve margins. Reiterate Accumulate with a target of
T 318.

Growth across segments

EXID has been able to clock strong numbers driven by high OEM sales
across all categories as well as replacement market. We expect this traction
to continue except some hiccups in the CV segment. Industrial segment
growth is marginally lower than OEM segment, however, same is expected
to pick up.

Ramping up to gain customer mindshare

EXID is ramping up its activities and is actively perusing to capture the
market share. It has taken several initiatives in Q1FY19. During the start of
the quarter Q1FY19, EXID launched a new product, “Advanz’, for
automotive after-market. It is maintenance / topping free. Exide has
developed “Exide Care” concept through its distribution channel to offer
sales, service and replacement.

Margin Outlook

With currency expected to get stable along with lead prices, we believe that
margins should remain stable / improve marginally from Q1FY19 onwards.
EXID seems to have got its marketing and sales strategy right in terms of
revenue growth and last 4 quarters outperformance makes us believe that
this trend is likely to continue in coming years. With more brand thrust, ability
to take price hikes should also increase and protect / expand margins.

Q1FY19 Result & Mn)

Particulars
Net Sales

Q1FY19 QIFY18 YoY (%) Q4FY18 QoQ (%)

27,725 21,029

Net Profit (in %) 7.6 9.0 7.7

CMP I 273
Target /Upslde .............................. ?318/16%
BSESensex ........................................... 37556
N SEN |fty ................................................. 11 361
Scrip Details

Equity / F

Bloomberg Code EXID IN
Shareholding Pattern June’18 (%)
Promoters

Public / Others 19.1
Valuation (x)

FY18 FY19E FY20E
P/E 34.7 25.7 22.0
EV/EBITDA 18.6 14.6 12.5
ROE 12.9 15.9 16.5
ROCE 19.7 235 23.8
Estimates (X mn)

FY18 FY19E FY20E
Net Sales 91,863 110,236 123,464
EBITDA 12,408 16,102 18,622
PAT 6,683 9,028 10,571
EPS ) 79 106 124

VP - Research: Priyank Chandra
Tel: +9122 4096 9737
E-mail: priyank@dolatcapital.com

Associate: Kushal Shah
Tel: +9122 4096 9768

E-mail: kushals@dolatcapital.com

DOLAT CAPITAL —

August 03, 2018



DART”

We are positively surprised by the revenue growth and its outperformance to the
industry. Drop in margins is attributed to lead prices and currency depreciation rather
than any undercutting. Considering the operating efficiencies, we believe that Exide
should be able to expand on these margins in coming quarters. Reiterate our
Accumulate recommendation with a target price of Rs 318. We value the stock at 24x
FY20E EPS (X 298) and X 20 for stake in insurance venture.
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Exhibit 2: EBITDA (X in Mn)

Exhibit 1: Net Sales (X in Mn)
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Exhibit 4: Gross Margin %

Source: Company, DART
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Exhibit 3: Net profit X in Mn)

Source: Company, DART
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Income Statement & mn)

Cash Flow & mn)

Particulars Mar'l7 Mar'l8 Mar'l9E Mar'20E Particulars Mar'l7 Mar'l8 Mar'l9E Mar'20E
Net Sales 75,835 91,863 110,236 123,464 Profit before tax 9,757 10,480 13,890 16,017
Other Income 1,039 584 600 540  Depreciation & w.o. 2,063 2,459 2,755 3,085
Total Income 76,874 92,447 110,836 124,004 Net Interest Exp 43 52 58 60
Total Expenditure 65010 79,456 94,134 105382  pjrect taxes paid (2,821) (3,378) (4,861) (5,446)
Cost of materials consumed 49,936 61,301 73,561 82,389 Change in Working Capital (3,840) (3,763) (3,974) (2,469)
Purchase of traded goods 157 248 286 329 Other (892) (225) 64 450
Change in Inventory (2,943) (1,445) (1,0000  (750)  (A)CF from Opt.Activities 4,311 5625 7,931 11,697
Employee Benefits Exp. 5,196 5,972 6,569 7,226 Capex (4,158) (7,452) (L1,465) (3,200)
Other Expenses 12,664 13,380 14,718 16,189 Free Cash Flow 153 (1,826) 6.466 8.497
Eg:giﬁ EEXC?I(%I) 12222 15382 ig%g; igiég Inc./ (Dec.) in Investments 1,126 7,049 (7,310) (3,000)
Interest 43 52 58 go Other o (40)  (406) 414 (200)
Depreciation 2.063 2,459 2,755 3,085 (B) CF frorT1 Invt. Activities  (3,072) (808) (8,361) (6,400)
Profit Before Tax 9,757 10,062 13,890 16,017 'n¢/(Dec.)in Debt 677 (1702) 2600  (950)
Tax 2,821 3,378 4,861 5.446 Interest exp net 37) (52) (58) (60)
(C) CF from Financing (1,781) (4,141) (242) (3,794)
Balance Sheet & mn) Net C.hange in Cash (543) 676 (673) 1,503
Particulars Mar'l7 Mar'l8 Mar'l9E Mar'20E Oper.ung Cash balances 738 196 872 199
Closing Cash balances 196 872 199 1,702
Sources of Funds
Equity Capital 850 850 850 850 .
Sgarg PreFr)nium 7,379 7,379 7,379 7,379 Impprtant Ratios
! ! ! : Particulars Mar'l7 Mar'l8 Mar'19E Mar'20E
Other Reserves 41,352 45580 51,824 59,611 (A) Measures of Performance (%)
Net Worth 49,581 53,809 60,053 67,840  pgipTA Marg. (excl. O.1) 14.1 134 145 15.0
Loan Funds 1,702 0 2600 1650 nterest/ Sales 0.1 0.1 0.1 0.0
Deferred Tax Liability 809 688 1,250 1,500 Tax/PBT 28.9 33.6 35.0 34.0
Total Capital Employed 52,147 54,582 63,903 70,990 Net Profit Margin 9.0 7.2 8.1 8.5
Applications of Funds (B) As Percentage of Net Sales
Gross Block 19,058 25,588 28,788 31,788  Cost of materials cons. 65.8 66.7 66.7 66.7
Less: Accumulated Dep. 3598 6,005 8,760 11,845 Purch.ofstockin trade 6.9 6.5 6.0 5.9
Net Block 15,460 19,583 20,029 19,044 OtherExpenses 167 146 134 131
Capital Work in Progress 1,414 2335 600 800 f%?gif‘é‘g/ﬁ:;e':&a”c'a' Staztgz_ T
Investments 26,739 19,690 27,000 30,000 Avg. Cost Of Debt (%) 3.2 6.2 45 28
Current Assets, Loans & Advances Debtors Period (days) 29.9 375 32.0 32.0
Inventories 15,274 17,602 22,651 25,369  Closing stock (days) 735 69.9 75.0 75.0
Sundry Debtors 6,217 9,434 9,665 10,824  Inventory Turn. Ratio (x) 5.0 5.2 4.9 4.9
Cash and Bank Balance 196 872 199 1,702 Fixed Assets Turnover (x) 4.0 3.6 3.8 3.9
Loans and Advances 1,555 3,589 4,127 4,746  WC Turnover (x) 8.9 7.1 6.8 6.1
Other Current Assets 158 148 170 196 Non-Cash WC (X Mn) 8,338 12,101 16,075 18,544
subtotal 23,400 31,644 36,812 42,838 (D)Measures of Investment
Less: Current Liabilities & Provisions (E:EIES(??)) lg: 18: igg 1(25‘11
Curr('er?t Liabilities 12,219 15,878 17,465 19,212 DPS ) 24 24 o8 58
Provisions 2647 2,793 3,072 3380  pyigend payout (%) 294 305 264 225
subtotal 14,866 18,671 20,538 22,592 pyofit ploughback (%) 706 695 736 775
Net Current Assets 8,534 12,973 16,274 20,246  Book Value . 58.3 63.3 70.7 79.8
Total Assets 52,147 54,582 63,903 70,990 ROANW (%) 14.8 12.9 15.9 16.5
E — Estimates ROACE (%) 19.8 19.7 23.5 23.8
(E) Valuation Ratios
CMP ) 273 273 273 273
P/E (x) 335 34.7 25.7 22.0
Market Cap. (. mn.) 232,050 232,050 232,050 232,050
MCap/ Sales (x) 3.1 25 2.1 1.9
EV . mn.) 233,557 231,178 234,451 231,998
EV/Sales (X) 31 2.5 21 1.9
EV/EBDITA (x) 21.6 18.6 14.6 12.5
P/BV (x) 47 4.3 3.9 34
Dividend Yield (%) 0.9 0.9 1.0 1.0
E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views
expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part
of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report.

I. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

II. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s),
if any, covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the
prior written consent of Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein.
Dolat Capital Market Private Limited. and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and
financing group. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have provided or may provide services in respect
of managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, financing or any other advisory services
to the company(ies) covered herein. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have received or may receive
compensation from the company(ies) mentioned in this report for rendering any of the above services. Research analysts and sales persons
of Dolat Capital Market Private Limited. may provide important inputs to its affiliated company(ies) associated with it. While reasonable care
has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness. Dolat Capital Market Private
Limited. may 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. This report is provided for information only and is not an investment advice and must not alone be taken as the basis
for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital
Market Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities
and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act
as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation
and other related information and opinions. This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned
herein and/or not an official confirmation of any transaction. This report is not directed or intended for distribution to, or use by any person or
entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability
or use would be contrary to law, regulation or which would subject Dolat Capital Market Private Limited. and/or its affiliated company(ies) to
any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of
and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research
analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision
by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with
U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities
held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it
should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward
to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S.
registered broker-dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be
effected through Marco Polo or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to
time.
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