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Growth momentum continues 
Sterling tools (STRT) number were broadly in line with estimates. Margins 
on a sequential basis have started showing signs of improvement at gross 
level. Considering that raw material pressure has been easing, we expect 
margins to remain stable / expand from current levels. This will b driven by 
increase in proportion of specialized fasteners. With capacity expansion on 
schedule, we believe that STRT will continue to grow on revenue front with 
strong margins. Effort to expand customer base will also augur well in long 
term. Considering the market outlook and increase in risk free rate, we 
have adjusted PER accordingly. We continue to like the story on a structural 
basis and reiterate BUY with a target price of ` 413.  
 

Growing faster than Automobile Industry 
STRT has outperformed the overall automobile industry growth on the top 
line growth front and the same is expected to continue. We expect the 
Indian automobile industry to grow at 8-10% and expect the STRT to grow 
ahead at 10-12% on the back of increasing content per vehicle and higher 
demand on premium products. Due to the consumer shift on premium 
automobile products, the penetration of specialized fasteners is expected 
to improve, giving better realizations on favorable product mix and higher 
margins.  

Softening raw material prices 
RM prices have been easing in the last couple of months. The margins are 
also expected to improve due to increasing specialized fasters and 
economies of scale. We expect STRT to show better margins for the overall 
year FY19. 
 

Valuation 
With the new addition of the products, new greenfield plant coming up by 
Q1FY20, faster than industry growth rate and expected margin 
improvement along with strong return ratios, we believe that STRT is a 
compelling story. We reiterate BUY with a target price of 413. 
 

Q2FY19 Result (` Mn) 

Particulars Q2FY19 Q2FY18 YoY (%) Q1FY19 QoQ (%) 

Revenue 1,393 1,158 20.3 1,313 6.2 
Total Expense 1,126 889 26.7 1,060 6.2 

EBITDA 267 269 (0.7) 252 5.9 

Depreciation 46 43 6.2 46 1.3 

EBIT 221 226 (2.0) 207 6.9 

Other Income 17 14 17.2 19 (9.8) 

Interest 7 9 (25.6) 7 (5.7) 

EBT 231 231 (2.0) 218 5.9 

Tax 79 84 (5.8) 78 1.3 

RPAT 152 147 3.5 140 8.4 

APAT 152 147 3.5 140 8.4 

   (bps)  (bps) 
Gross Margin (%) 59.4 64.4 (493) 59.0 42 

EBITDA Margin (%) 19.2 23.2 (406) 19.2 (5) 

NPM (%) 10.9 12.7 (178) 10.7 23 

Tax Rate (%) 34.1 36.3 (215) 35.7 (154) 

EBIT Margin (%) 15.9 19.5 (362) 15.8 11 
 

 

CMP `350 

Target / Upside `413 / 18% 

BSE Sensex 35,457 

NSE Nifty 10,682 

Scrip Details  

Equity / FV `72mn / ` 2 

Market Cap `13bn 

 US$ 176mn 

52-week High/Low ` 478/` 307 

Avg. Volume (no) 11,843 

NSE Symbol STERTOOLS 

Bloomberg Code STRT IN 

Shareholding Pattern Sep'18(%)  

Promoters 65.3 

MF/Banks/FIs 6.7 

FIIs 0.0 

Public / Others 28.0 
 

Valuation (x) 

 FY18A FY19E FY20E 

P/E 25.9 21.1 17.0 

EV/EBITDA 13.8 11.2 9.1 

ROE (%) 24.2 23.6 25.7 

RoACE (%) 19.1 20.8 23.4 
 

Estimates (` mn) 

 FY18A FY19E FY20E 

Revenue 4,529 5,374 6,156 

EBITDA 907 1,114 1,349 

PAT 487 597 741 

EPS (Rs.) 13.5 16.6 20.6 
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Annual Charts  
 Revenue (` Mn)   Revenue Growth (%) 
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 Gross Profit (` Mn)   Gross Margin (%) 
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 Operating Profit (` Mn)   Operating Margin (%) 
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 Net Profit (` Mn)   Net Margin (%) 

 

 

 

Source: DART, Company  Source: DART, Company 
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Quarterly Charts  
 
 

  Gross Margin (%)   Operating Margin (%) 
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Profit and Loss Account     

(` Mn) FY17A FY18A FY19E FY20E 

Revenue 3,709 4,529 5,374 6,156 

Total Expense 2,952 3,622 4,260 4,807 

COGS 1,340 1,683 1,951 2,213 

Employees Cost 308 335 386 443 

Other expenses 1,304 1,605 1,924 2,151 

EBIDTA 757 907 1,114 1,349 

Depreciation 166 176 190 209 

EBIT 590 731 924 1,141 

Interest 56 38 25 20 

Other Income 69 56 20 20 

Exc. / E.O. items 0 0 0 0 

EBT 604 749 919 1,140 

Tax 212 263 322 399 

RPAT 392 487 597 741 

Minority Interest 0 0 0 0 

Profit/Loss share of associates 0 0 0 0 

APAT 392 487 597 741 

     

Balance Sheet     

(` Mn) FY17A FY18A FY19E FY20E 

Sources of Funds     

Equity Capital 68 72 72 72 

Minority Interest 0 0 0 0 

Reserves & Surplus 1,571 2,308 2,611 3,016 

Net Worth 1,640 2,380 2,683 3,088 

Total Debt 402 302 252 202 

Net Deferred Tax Liability 156 100 50 50 

Total Capital Employed 2,198 2,783 2,985 3,340 

     

Applications of Funds     

Net Block 1,431 1,535 1,645 1,736 

CWIP 0 21 23 25 

Investments 179 179 179 179 

Current Assets, Loans & Advances 981 1,431 1,559 1,854 

Inventories 459 521 589 641 

Receivables 342 409 442 506 

Cash and Bank Balances 28 356 389 575 

Loans and Advances 142 135 128 122 

Other Current Assets 9 10 10 10 

     

Less: Current Liabilities & Provisions 394 384 420 454 

Payables 286 365 442 523 

Other Current Liabilities 108 19 (22) (69) 

sub total     

Net Current Assets 588 1,048 1,139 1,400 

Total Assets 2,198 2,783 2,985 3,340 

E – Estimates 
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Important Ratios     

Particulars FY17A FY18A FY19E FY20E 

(A) Margins (%)     

Gross Profit Margin 63.9 62.9 63.7 64.1 

EBIDTA Margin 20.4 20.0 20.7 21.9 

EBIT Margin 15.9 16.1 17.2 18.5 

Tax rate 35.1 35.1 35.0 35.0 

Net Profit Margin 10.6 10.7 11.1 12.0 

(B) As Percentage of Net Sales (%)     

COGS 36.1 37.1 36.3 35.9 

Employee 8.3 7.4 7.2 7.2 

Other 35.2 35.4 35.8 34.9 

(C) Measure of Financial Status     

Gross Debt / Equity 0.2 0.1 0.1 0.1 

Interest Coverage 10.6 19.3 36.6 56.4 

Inventory days 45 42 40 38 

Debtors days 34 33 30 30 

Average Cost of Debt 10.2 10.7 9.1 8.9 

Payable days 28 29 30 31 

Working Capital days 58 84 77 83 

FA T/O 2.6 2.9 3.3 3.5 

(D) Measures of Investment     

AEPS (`) 10.9 13.5 16.6 20.6 

CEPS (`) 15.5 18.4 21.9 26.4 

DPS (`) 2.0 4.0 7.0 8.0 

Dividend Payout (%) 17.5 29.5 42.1 38.8 

BVPS (`) 45.5 66.1 74.5 85.7 

RoANW (%) 26.4 24.2 23.6 25.7 

RoACE (%) 17.6 19.1 20.8 23.4 

RoAIC (%) 27.9 31.8 36.8 42.6 

(E) Valuation Ratios     

CMP (`) 350 350 350 350 

P/E 32.2 25.9 21.1 17.0 

Mcap (` Mn) 12,610 12,610 12,610 12,610 

MCap/ Sales 3.4 2.8 2.3 2.0 

EV 12,984 12,557 12,473 12,237 

EV/Sales 3.5 2.8 2.3 2.0 

EV/EBITDA 17.2 13.8 11.2 9.1 

P/BV 7.7 5.3 4.7 4.1 

Dividend Yield (%) 0.5 1.1 2.0 2.3 

(F) Growth Rate (%)     

Revenue 0.4 22.1 18.7 14.6 

EBITDA 22.3 19.8 22.9 21.1 

EBIT 21.8 23.8 26.4 23.4 

PBT 38.9 24.1 22.6 24.1 

APAT 36.1 24.1 22.7 24.1 

EPS 36.1 24.1 22.7 24.1 

     
Cash Flow     

(` Mn) FY17A FY18A FY19E FY20E 

CFO 590 525 706 895 

CFI (249) (313) (302) (302) 

CFF (422) 116 (369) (407) 

FCFF 456 204 403 592 

Opening Cash 115 28 356 389 

Closing Cash 28 356 389 575 

E – Estimates 

 



 

 

  

   
 

 
DART RATING MATRIX  

Total Return Expectation (12 Months)  

Buy > 20% 

Accumulate 10 to 20% 

Reduce 0 to 10% 

Sell < 0% 

 
 

Rating and Target Price History 

 

 

 Month Rating TP (Rs.) Price (Rs.) 

Nov-17 Buy 364 299 

Feb-18 Accumulate 477 399 

May-18 Buy 475 389 

    

    

    

    

    

    

    
*Price as on recommendation date 
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P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728 

Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com +9122 4096 9707 
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(Rs) STRT Target Price

Dolat Capital Market Private Limited. 
Sunshine Tower, 28th Floor, Senapati Bapat Marg, Dadar (West), Mumbai 400013 
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