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June 29, 2020 

CMP: | 770    Target: | 910 (18%)  Target Period: 12 months  

Goodyear India (GOOIND) 

 BUY 

 

Quicker recovery on the cards, B/S strength intact… 

Goodyear India (BIL) reported soft Q4FY20 numbers. Net sales for the 

quarter came in at | 375 crore (down 11.5% YoY). Margins rose 144 bps 

sequentially to 6.2% on account of 86 bps gross margin expansion and 70 

bps decline in other expenses as a percentage of sales. Consequent PAT 

was at | 12.7 crore (down 52.7% YoY) despite lower tax outgo, on the back 

of revenue dip and YoY slide in margins (430 bps). For full year FY20, 

revenues fell 8.7% YoY to | 1,745 crore while margins fell 80 bps YoY to 

7.8%. Ensuing profitability decline was of 13.2% YoY to | 89 crore. 

Tractor presence aids topline stability  

Goodyear India (GIL) is a leading domestic tyre player with manufacturing 

presence in farm equipment i.e. tractor and CV segments. It also serves the 

PV segment, albeit through trading route (manufacturing to trading mix as 

of FY19 was at 67:33). We expect the domestic tractor industry to 

outperform wider automotive space over FY20-22E as 1) it does not suffer 

from similar demand-side shocks on account of relatively stable rural 

incomes pursuant to remunerative crop prices, expectations of a normal 

monsoon in 2020, government focus on doubling farm incomes and 

boosting rural infrastructure; 2) farm mechanisation remains 

underpenetrated in India (~50% of requirement as per industry estimates); 

and 3) regulatory disruption from new emission norms i.e. BS-VI norms do 

not apply to this segment. Once Covid-induced supply constraints ease, we 

expect the space to revive faster than other automotive segments (tractor 

market leader currently operating at 80% utilisation levels). GIL has a 

formidable presence in the tractor tyre segment, servicing all major industry 

players – and is set to benefit from a quicker turnaround. 

Margin performance set to improve  

For tyre players, including GIL, the margin trajectory remains closely tied to 

price movement of key raw materials i.e. natural rubber and crude oil 

derivatives. Given benign input raw material prices at present, we expect 

gross margins to start expanding in H1FY21E, thereby aiding margins. 

Thereafter, accompanied by expected volume support, we build in further 

strengthening of margins to ~10% levels by FY22E. 

Valuation & Outlook 

We expect net sales, EBITDA and PAT CAGR at -0.2%, 13.3% and 9%, 

respectively, over FY20P-22E. The topline performance is expected to 

benefit from significant tractor segment exposure, with margins expected to 

be aided by soft input costs. GIL’s MNC parentage and healthy financials 

(zero debt company with | 546 crore cash on books, controlled ~22 day 

working capital cycle & ~21% RoIC) continue to provide comfort. We 

maintain our BUY rating, valuing it at | 910 i.e. ~20x P/E on FY22E EPS. 

 

  

Key Financials FY18 FY19 FY20P FY21E FY22E CAGR (FY20P -22E)

Net Sales 1,664.7        1,911.9        1,745.6        1,531.8        1,739.7        -0.2%

EBITDA 201.1           163.9           135.8           137.9           174.4           13.3%

EBITDA Margins (%) 12.1            8.6              7.8              9.0              10.0            

Net Profit 130.0           102.1           88.8            82.6            105.5           9.0%

EPS (₹) 56.3            44.2            38.5            35.8            45.7            

P/E 13.7            17.4            20.0            21.5            16.8            

RoNW (%) 16.2            11.8            9.7              8.5              10.2            

RoCE (%) 24.9            18.4            13.0            11.6            13.7            
 

 

Key Financial Summary 

 

 

 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Particular Amount

Market Capitalization (₹ crore) 1,776

Total Debt (FY20P) (₹ Crore) 0.0

Cash & Inv (FY20P) (₹ Crore) 545.8

EV (₹ Crore) 1,230.5

52 week H/L (₹) 1187 / 531

Equity capital (₹ crore) (FY20P) 23.1

Face value (₹) 10.0
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Financial story in charts 

Exhibit 1: Topline trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 2: EBITDA margins trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 3: Trend in profitability 
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Source: Company, ICICI Direct Research 

 

 

We expect sales to remain flattish over FY20P-22E  

Margins are seen rising to 9% in FY21E before 

strengthening further to ~10% levels by FY22E 

Relative stability in topline accompanied by margin 

uptick are seen helping the company post strong YoY 

increase in profitability in FY22E 
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Exhibit 4: Trend in return ratios 
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Source: Company, ICICI Direct Research 

 

 

Exhibit 5: Valuation Summary 

 Sales  Growth  EPS   Growth  PE  EV/EBITDA  RoNW   RoCE  

 (₹ cr)  (%)  (₹)  (%)  (x)  (x)  (%)  (%) 

FY18 1,665              10.1       56.3    2.0        13.7    6.0                 16.2      24.9      

FY19 1,912              14.9       44.2    (21.4)     17.4    7.4                 11.8      18.4      

FY20P 1,746              -8.7 38.5    (13.0)     20.0    9.1                 9.7        13.0      

FY21E 1,532                    (12.2) 35.8    (7.0)       21.5    8.7                 8.5        11.6      

FY22E 1,740              13.6 45.7    27.8      16.8    6.6                 10.2      13.7      
 

Source: Bloomberg, ICICI Direct Research 

 

 

 

 

 

 

 

  

After suffering a dip in FY21E, margin recovery is 

expected to push return ratios back towards double 

digit territory in FY22E 
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Financial Summary 

Exhibit 6: Profit and loss statement                                  | crore 

(Year-end March) FY19 FY20P FY21E FY22E

Total operating Income 1,911.9 1,745.6 1,531.8 1,739.7

Growth (%) 14.9 -8.7 -12.2 13.6

Raw Material Expenses 1,322.5 1,192.3 1,003.5 1,161.2

Employee Expenses 126.7 139.6 143.7 141.1

Other Expenses 298.8 277.9 246.7 263.0

Total Operating Expenditure 1,748.0 1,609.8 1,393.9 1,565.3

EBITDA 163.9 135.8 137.9 174.4

Growth (%) -18.5 -17.2 1.6 26.5

Depreciation 41.0 50.1 55.1 60.9

Interest 3.0 4.0 3.8 3.6

Other Income 38.2 35.2 31.4 31.1

PBT 158.2 116.9 110.4 141.0

Total Tax 56.1 28.0 27.8 35.5

Reported PAT 102.1 88.8 82.6 105.5

Growth (%) -21.4 -13.0 -7.0 27.8

EPS (₹) 44.2 38.5 35.7 45.7
 

Source: Company, ICICI Direct Research 

Exhibit 7: Cash flow statement                                          | crore 

(Year-end March) FY19 FY20P FY21E FY22E

Profit after Tax 102.1 88.8 82.6 105.5

Add: Depreciation 41.0 50.1 55.1 60.9

(Inc)/dec in Current Assets -22.9 41.6 37.1 -58.1

Inc/(dec) in CL and Provisions -30.7 -82.6 -46.1 41.5

CF from operating activities 89.5 97.9 128.7 149.9

(Inc)/dec in Investments 0.0 0.0 0.0 0.0

(Inc)/dec in Fixed Assets -69.9 -65.0 -70.0 -70.0

Others -0.3 -5.4 0.9 -0.9

CF from investing activities -70.2 -70.3 -69.1 -70.9

Inc/(dec) in loan funds 0.0 0.0 0.0 0.0

Dividend paid & dividend tax -36.2 -36.1 -30.0 -34.6

Others -1.0 -4.2 0.0 0.0

CF from financing activities -37.2 -40.3 -30.0 -34.6

Net Cash flow -17.9 -12.7 29.6 44.4

Opening Cash 576.5 558.6 545.8 575.4

Closing Cash 558.6 545.8 575.4 619.8
 

Source: Company, ICICI Direct Research 

 

 

Exhibit 8: Balance Sheet                                                     | crore 

(Year-end March) FY19 FY20P FY21E FY22E

Liabilities

Equity Capital 23.1 23.1 23.1 23.1

Reserve and Surplus 844.1 892.5 945.1 1,016.0

Total Shareholders funds 867.1 915.6 968.2 1039.1

Total Debt 0.0 0.0 0.0 0.0

Deferred Tax Liability 6.7 12.8 12.8 12.8

Minority Interest / Others 0.0 0.0 0.0 0.0

Total Liabilities 895.7 954.5 1007.1 1077.9

Assets

Gross Block 407.2 507.6 567.5 637.5

Less: Acc Depreciation 156.3 206.4 261.5 322.4

Net Block 250.9 301.2 305.9 315.0

Capital WIP 50.3 14.9 25.0 25.0

Total Fixed Assets 301.2 316.1 330.9 340.0

Investments 0.1 14.3 14.3 14.3

Inventory 167.3 149.8 134.3 152.5

Debtors 243.5 219.9 201.4 238.3

Loans and Advances 9.6 11.7 10.3 11.7

Cash 558.6 545.8 575.4 619.8

Other current assets 15.9 13.2 11.6 13.2

Total Current Assets 994.8 940.5 933.0 1,035.4

Creditors 342.2 266.3 230.8 262.1

Provisions 11.1 13.6 11.8 13.4

Other current liabilities 81.6 72.4 63.5 72.1

Total Current Liabilities 434.8 352.2 306.1 347.6

Net Current Assets 560.0 588.3 626.9 687.8

Others 34.2 35.6 34.7 35.5

Application of Funds 895.7 954.5 1007.1 1077.9
 

Source: Company, ICICI Direct Research 

 

Exhibit 9: Key ratios 

(Year-end March) FY19 FY20P FY21E FY22E

Per share data (₹)

EPS 44.2 38.5 35.8 45.7

Cash EPS 62.0 60.2 59.7 72.1

BV 375.9 396.9 419.7 450.4

DPS 13.0 13.0 13.0 15.0

Cash Per Share 242.1 236.6 249.4 268.7

Operating Ratios (%)

EBITDA Margin 8.6 7.8 9.0 10.0

PBT / Net sales 6.4 4.9 5.4 6.5

PAT Margin 5.3 5.1 5.4 6.1

Inventory days 31.9 31.3 32.0 32.0

Debtor days 46.5 46.0 48.0 50.0

Creditor days 65.3 55.7 55.0 55.0

Return Ratios (%)

RoE 11.8 9.7 8.5 10.2

RoCE 18.4 13.0 11.6 13.7

RoIC 36.8 20.6 19.7 24.9

Valuation Ratios (x)

P/E 17.4 20.0 21.5 16.8

EV / EBITDA 7.4 9.1 8.7 6.6

EV / Net Sales 0.6 0.7 0.8 0.7

Market Cap / Sales 0.9 1.0 1.2 1.0

Price to Book Value 2.0 1.9 1.8 1.7

Solvency Ratios

Debt/EBITDA 0.0 0.0 0.0 0.0

Debt / Equity 0.0 0.0 0.0 0.0

Current Ratio 1.2 1.4 1.5 1.5

Quick Ratio 0.8 0.9 0.9 1.0
 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors 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 categorizes 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: -15% to -5%; 

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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