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July 16, 2020 

CMP: | 1,450   Target:| 1,700 (17%)  Target Period: 12 months 

VST Tillers Tractors (VSTTIL) 

 BUY 

 

Import restrictions to help gain market share… 

The government via its notification on July 15, 2020 has placed power tiller 

in a restricted import product category from a free product category placed 

earlier. The move is seen largely supporting domestic power tiller 

manufacturing vs. imports (~20-25% of industry) given surplus capacity 

domestically. It is positive for all power tiller players manufacturing in India 

with VST Tillers & Tractors (VST), in particular, a key beneficiary given its 

industry leading market share at ~46% (FY20). With certainty of market 

share gains for VST coupled with robust farm sentiments, we revise upward 

our estimates as well as valuation multiples to upgrade VST to BUY. 

Imports form ~20-25% of industry, boost for domestic players 

VST is the industry leader in the power tiller segment with a market share of 

~46% as of FY20. In this segment, apart from VST, a state owned entity 

(Kamco) controls ~25% market share. Then, there are a host of companies 

who directly import from China with their cumulative market share pegged 

at ~20-25%. This represents an immediate opportunity to VST given the 

present restrictions imposed on power tiller imports. Moreover, with robust 

farm sentiments amid a healthy Rabi crop, government supporting initiatives 

for farm income as well as normal Monsoon 2020, the company is 

witnessing robust demand for its product profile. The same belief is being 

shared by the domestic tractor industry adding thrust to our belief that near 

term prospects look robust for VST. The only limitation for power tiller 

segment is high share of subsidy dependent sales that can remain a drag in 

the near term given state government’s spending meaningful resources to 

counter Covid-19. Going forward, we upgrade our power tiller sales volume 

estimates from 8.6% CAGR earlier to 11.4% CAGR now in FY20-22E to 

23,951 units in FY22E (19,302 units in FY20). In value terms, power tiller sales 

are seen growing at a CAGR of 15.8% in the aforesaid period. 

With worst behind, margins seen supportive over FY21-22E 

With an uptick in volumes as well as more pricing power in the marketplace 

amid cost rationalisation exercises being conducted at the company, we 

expect the margin decline trajectory to be behind us. We build in 10% & 12% 

EBITDA margins for FY21 & FY22E, respectively, going forward. In the tractor 

segment, we expect volumes to grow at a CAGR of 8.8% in FY20-22E to 

8467 units in FY22E (7147 units in FY20). Introduction of higher hp segment 

tractors is seen supporting realisations with tractor sales in value terms 

expected to grow at a CAGR of 14.3% over FY20-22E. 

Valuation & Outlook 

VST possesses a robust balance sheet, which is debt free and cash rich in 

nature and clocks healthy positive CFOs. With volume uptick in the offering 

as well as recovery of margin profile, earnings are expected to witness a 

smart recovery, going forward. Consequently, we upgrade VST from HOLD 

to BUY rating and value the stock at | 1700 i.e. 21x FY22E EPS of | 81.2. 

 

 

 

 

(Year-en d  March ) F Y18 F Y19 F Y20P F Y21E F Y22E C AG R  (F Y20P -22E )

Net S a les (₹ crore ) 764.0           614.9           543.7           618.4           727.8           15.7%

E B ITD A (₹ crore ) 119.5           46.0             17.3             61.8             87.3             124.7%

E B ITD A Margins (% ) 15.6             7.5                3.2                10.0             12.0             

Net P rofit (₹ crore ) 112.0           46.1             18.0             52.7             70.2             97.7%

E P S  (₹) 129.6           53.3             20.8             61.0             81.2             

P /E  (x) 11.2             27.2             69.8             23.8             17.8             

R oC E  (% ) 24.0             11.5             4.0                11.0             13.5             

R oE  (% ) 18.8             7.8                3.1                8.6                10.6             

Source: Company, ICICI Direct Research 
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S to ck D ata

Marke t C apita liza tion ₹ 1253 crore

Tota l D ebt (F Y20P ) ₹ 0 crore

C ash & Investments (F Y20P ) ₹ 147 crore

E V ₹ 1106 crore

52 week H /L 1450 / 601

E quity capita l ₹ 8.6 crore
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Key Financial Summary 
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Key financial charts 

Exhibit 1: Topline trend 

 

Source: Company, ICICI Direct Research 

 

Exhibit 2: EBITDA and EBITDA margin trend 

 

Source: Company, ICICI Direct Research 

 

 

Exhibit 3: PAT and EPS trend  

 

Source: Company, ICICI Direct Research 
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PAT EPS

We expect sales to grow at a CAGR of 15.7% over 

FY20P-22E to | 728 crore in FY22E  

We expect EBITDA margins to improve from a low 

of 3.2% in FY20P to 10% in FY21E & 12% in FY22E. 

PAT is seen improving primarily tracking positive 

volume growth and resurgent margins. EPS is seen 

improving from | 20.8/share in FY20P to | 81.2/ 

share in FY22E. PAT in FY20P was adversely 

affected to the tune of ~| 20 crore, primarily on 

account of MTM loss (~| 12 crore) on investments 

and provision for bad debts (~| 8 crore) 
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Financial Summary 

Exhibit 4: Profit and loss statement                                 | crore 

 

Source: Company, ICICI Direct Research 

Exhibit 5: Cash flow statement                                     | crore 

 

Source: Company, ICICI Direct Research 

 

 

Exhibit 6: Balance Sheet                                                    | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Key ratios 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

(Year-en d  March ) F Y19 F Y20P F Y21E F Y22E

Net S a les 614.9 543.7 618.4 727.8

O ther O pera ting Income 0.0 0.0 0.0 0.0

To tal O p eratin g  In co m e 614.9 543.7 618.4 727.8

G rowth (% ) -19.5 -11.6 13.7 17.7

R aw Mate ria l E xpenses 406.2 372.4 408.1 473.0

E mployee  E xpenses 66.1 68.3 67.5 72.8

O ther O pera ting E xpense 96.6 85.7 80.9 94.6

Tota l O pera ting E xpenditure 568.9 526.4 556.5 640.4

E B ITD A 46.0 17.3 61.8 87.3

G rowth (% ) -61.5 -62.4 257.4 41.2

D eprecia tion 15.8 16.4 18.1 21.3

Inte rest 2.3 1.5 2.0 1.5

O ther Income 43.7 23.6 28.7 29.4

P B T 71.6 23.0 70.5 93.8

E xceptiona l Item 0.0 0.0 0.0 0.0

Tota l Tax 25.5 5.1 17.8 23.6

P AT 46.1 18.0 52.7 70.2

G rowth (% ) -58.8 -61.0 193.6 33.1

E P S  (₹) 53.3 20.8 61.0 81.2

(Year-en d  March ) F Y19 F Y20P F Y21E F Y22E

P rofit a fte r Tax 46.1 18.0 52.7 70.2

Add: D eprecia tion 15.8 16.4 18.1 21.3

(Inc)/dec in C urrent Asse ts 29.0 30.1 -0.6 -33.1

Inc/(dec) in C L  and P rovisions -39.1 4.6 10.5 21.3

O thers 2.3 1.5 2.0 1.5

C F  fro m  o p eratin g  activ ities 54.0 70.6 82.7 81.2

(Inc)/dec in Investments 38.7 9.1 13.0 -22.0

(Inc)/dec in F ixed Assets -41.4 -29.7 -70.0 -30.0

O thers 8.0 -11.3 2.0 2.0

C F  fro m  in vestin g  activ ities  5.3 -31.9 -55.0 -50.0

Issue /(B uy back) o f E quity 0.0 0.0 0.0 0.0

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

D ividend pa id & dividend tax -17.8 -17.1 -19.3 -23.1

Inc/(dec) in S ha re  C ap 0.0 0.0 0.0 0.0

O thers -47.3 -14.5 0.0 0.0

C F  fro m  fin an cin g  activ ities -65.1 -31.5 -19.3 -23.1

Net C ash  flo w -5.8 7.2 8.4 8.1

O pening C ash 24.5 18.7 25.9 34.3

C lo s in g  C ash 18.7 25.9 34.3 42.4

(Year-en d  March ) F Y19 F Y20P F Y21E F Y22E

L iabilities

E quity C apita l 8.6 8.6 8.6 8.6

R eserve  and S urplus 581.3 568.3 603.7 652.3

To tal S h areh o ld ers  fu n d s 589.9 576.9 612.4 661.0

Tota l D ebt 0.0 0.0 0.0 0.0

D e fe rred Tax L iability 7.0 1.4 1.4 1.4

Minority Inte rest / O the rs 46.1 40.5 42.5 44.5

To tal L iab ilities 643.0 618.8 656.2 706.8

Assets

G ross B lock 300.0 316.8 406.8 446.8

L ess: Acc D eprecia tion 94.3 110.7 128.8 150.1

Net B lock 205.7 206.2 278.1 296.7

C apita l WIP 34.8 47.7 27.7 17.7

To tal F ixed  Assets 240.5 253.9 305.8 314.4

Investments 168.5 159.4 146.4 168.4

Inventory 123.7 102.3 110.1 129.6

D ebtors 96.4 96.2 110.1 129.6

L oans and Advances 74.7 65.9 44.0 37.3

O ther C urrent Asse ts 4.4 4.7 5.3 6.3

C ash 18.7 25.9 34.3 42.4

Tota l C urrent Asse ts 317.8 294.9 304.0 345.2

C urrent L iabilities 103.7 108.3 118.6 139.6

P rovisions 1.6 1.7 1.8 2.2

C urrent L iabilities & P rov 105.3 109.9 120.4 141.7

Net C u rren t Assets 212.5 185.0 183.5 203.5

O thers Assets 21.4 20.5 20.5 20.5

Ap p licatio n  o f F u n d s 643.0 618.8 656.2 706.8

(Year-en d  March ) F Y19 F Y20P F Y21E F Y22E

P er sha re  da ta  (₹)

E P S 53.3 20.8 61.0 81.2

C ash E P S 71.6 39.7 82.0 105.9

B V 682.8 667.8 708.8 765.0

D P S 15.0 15.0 20.0 25.0

C ash P er S ha re  (Incl Invst) 216.7 214.5 209.2 244.1

O p eratin g  R atio s  (% )

E B ITD A Margin 7.5 3.2 10.0 12.0

P AT Margin 7.5 3.3 8.5 9.6

Inventory days 73.4 68.7 65.0 65.0

D ebtor days 57.2 64.6 65.0 65.0

C reditor days 61.6 72.7 70.0 70.0

R etu rn  R atio s  (% )

R oE 7.8 3.1 8.6 10.6

R oC E 11.5 4.0 11.0 13.5

R oIC 6.8 0.2 9.4 13.2

V alu atio n  R atio s  (x)

P /E 27.2 69.8 23.8 17.8

E V  / E B ITD A 24.2 63.9 18.0 12.4

E V  / Net S a les 1.8 2.0 1.8 1.5

Marke t C ap / S a les 2.0 2.3 2.0 1.7

P rice  to  B ook V a lue 2.1 2.2 2.0 1.9

S o lven cy  R atio s

D ebt/E B ITD A 0.0 0.0 0.0 0.0

D ebt / E quity 0.0 0.0 0.0 0.0

C urrent R a tio 2.8 2.4 2.2 2.1

Q u ick R atio 1.7 1.5 1.3 1.2
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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 

 

 research@icicidirect.com  
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I/We, Chirag Shah PGDM and Shashank Kanodia, CFA, MBA (Capital Markets), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately 

reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed 
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