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Positive surprise; strong B/S to navigate troubled waters

Exide Industries (EIL) reported a healthy operational performance in Q1FY21
with limited topline fall primarily tracking healthy aftermarket/ replacement
demand in automobile, UPS segment amid muted OEM prints. Net sales for
Q1 were at T 1,548 crore, down 44% YoY. EBITDA for the quarter was at <
148 crore (down 63.6% YoY, 45.1% QoQ) with corresponding EBITDA
margins at 9.6%, down 356 bps QoQ. Gross margins declined 695 bps QoQ
primarily due to higher use of finished goods inventory. Other expenses as
percentage of sales came down by 471 bps and limited the margin damage.
Consequent PAT in Q1FY21 came in at X 44 crore, down 80.4% YoY.

Replacement demand to help tide muted OEM prints...

Domestic automobile battery industry derives ~35-40% demand from the
OEM channel pertaining to new vehicle sales and derives the rest i.e. ~60-
65% demand from the replacement/aftermarket channel pertaining to
existing vehicle population. New vehicle sales demand has been muted in
the recent past tracking increasing penetration of shared mobility as well as
increase in cost of ownership of vehicles. The same in expected to be
subdued in FY21E tracking soft personal income prints amid muted
economic activity on account of Covid-19. On the other hand, replacement
market demand is largely steady and long lasting with present replacement
cycle pegged at ~2-4 years depending upon the vehicle usage. This
provides longevity and sustainability to business model for domestic
automobile battery players. Amidst our assumption of ~15-20% volume
decline for the OEM segment in FY21E and similar re-bound in FY22E; and
steady double digit growth in replacement market over FY21E-22E, we
factor in single digit volume decline of EIL and double digit volume growth
in FY22E. Overall topline, however, may decline in double digit in FY21E,
tracking soft lead prices on YoY basis and its follow through at-least to
OEM'’s. On CAGR basis, we bake in largely flat sales at EIL over FY20-22E.

Debt free B/S with positive CFO, FCF’s; high margin of safety

EIL has a healthy balance sheet that is debt free in nature and surplus cash
of ~% 170 crore as of FY20P. It has a capital efficient business model with
nearly ~15% RoCE, ~>20% RolC’s and controlled working capital cycle
(<90 days). It has also been a consistent CFO and FCF positive company
with present CFO & FCF yield presently placed at ~7% & ~4% respectively.
These attributed place EIL in good stead making it aptly capable to tide over
the somewhat overall muted demand scenario domestically.

Valuation & Outlook

We are constructive on EIL given its exposure to steady replacement market
demand, healthy B/S parameters as well as its industry leading work on new
technologies in the battery space. Hence, we upgrade EIL to BUY, valuing it
at ¥ 180 (SOTP basis), (battery business at ¥ 135 i.e. 15x P/E on FY22E EPS
of ¥ 8.9; % 45 for insurance business & smelting operations).

Key Financial Summary

Key Financials FY18 FY19 FY20P FY21E
NetSales 9,210.2 10,588.3 9,856.7 8,320.1
EBITDA 1,240.8 1.411.3 1,365.0 1,083.6
EBITDA Margins (%) 13.5 13.3 13.8 13.0
Net P rofit 668.4 844.0 825.5 538.0
EPS () 7.9 9.9 9.7 6.3
P/E 19.7 15.6 16.0 24.5
Core P/E 17.0 115 11.8 18.0
RoNW (%) 12.9 12.9 13.4 8.2
RoCE (%) 18.0 17.8 15.7 10.3
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Key Highlights

® Q1FY21 performance was ahead of
estimates and steep OEM volumes
decline for the quarter tracking
healthy replacement demand in the
auto as well as UPS segment

® High share of replacement market
demand to limit the decline in FY21E
while soft lead prices to support
margins in near term

®  Proactive steps on lithium ion front
(pack assembly and cell production
plans), entry into electric rickshaws;
differentiate company from peers

® Upgrade from HOLD to BUY with
revised SOTP based target of ¥ 180
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Jaimin Desai
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FY22E CAGR (FY20P-FY22E)
9,933.6 0.4%
1,387.4 0.8%
14.0
753.2 -4.5%
8.9
17.5
12.9
10.7
13.5

Source: ICICI Direct Research, Company
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Exhibit 1: Variance Analysis

Q1FY21 Q1FY21E Q1FY20  YoY (Chg %) Q4FY20 QoQ (Chg %) Comments
Topline came in much ahead of estimates tracking
Total Operating Income 1,548 801 2,779 -44.3 2,055 -24.7 management commentary of robust replacement

market sales both in the auto as well as UPS
Raw Material Expenses 1,064 469 1,792 -40.6 1,270 -16.2
Employee costs came in on expected lines and was
Employee Expenses 140 144 167 -16.3 158 -11.8 down double digit tracking cost cutting initiatives
undertaken at the company
Other expenses 195 160 413 -52.7 356 -45.2
EBITDA 149 28 408 -63.6 270 -45.0
EBITDA margins in ahead of estimates tracking beat
EBITDA Margin (%) 9.6 3.4 14.7 -507 bps 13.1 -355 bps on sales number and consequent less impact on
negative operating leverage

Other Income 7.0 18.1 16.4 -57.1 16.9 -58.2

Depreciation 91.4 96.9 86.4 5.8 93.9 -2.6  Depreciation came in largely on expected lines
Interest 1.4 1.9 1.8 -21.8 3.7 -62.1

Tax 18.8 -13.4 111.6 -83.2 21.5 -12.8 Tax rate for the quarter was marginally higher at
Reported PAT 44.0 -39.7 224.3 -80.4 168.0 -73.8

EPS (3) 05 05 26 -80.4 20 73.8 EPS came in positive at ¥ 0.5 /share vs. our

estimates of loss at the PAT level

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY21E FY22E Comments
(¥ Crore) Old New % Change 0ld New % Change
Revenue 8,399 8,320 0.9 9.627 9,934 3.2 Marginally tweak our estimates f‘actonng in replacement
market outperformance over domestic OEM segment
EBITDA 1,256 1,084 -13.7 1,472 1,387 -5.7
EBITDA Margin (%) 15.0 13.0 193 b 153 14.0 132 b Lower margin estimates tracking gross margin deterioration
argin % ’ ’ i ps ’ ' ) PS"in Q1FY21. Lower lead prices to support margins in near term
PAT 690 538 -22.0 820 753 -8.2
EPS (3) 8.1 6.3 220 9.6 8.9 82 Downward revision in margin estimates lead to decline in

EPS estimates, going forward

Source: ICICI Direct Research
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Financial story in charts

Exhibit 3: Topline and bottomline trend
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Exhibit 4: EBITDA margin trend
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Exhibit 5: RoE, RoCE trend
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We expect sales to be largely flat on CAGR basis
over FY20P-2ZF while PAT is seen de-growing at a
CAGR of 4.5% in the aforesaid period

Muted lead prices to support margins in the near
term, the benefits of which however shall be limited
in FYZIE tracking decline in volumes. FYZZE EBITDA
margins are seen at 14%

Post blip in FY21E, RoE & RoCE profile is seen
reverting back to its healthy double digit trajectory
in FY22E
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Exhibit 6: Valuation Matrix (SOTP Valuation)

Estimated Value per

SOTP Valuation value share Remark
Standalone Business
2-year forward EPS (FY22E) 8.9
P/E Multiple 15.0 ~10% discountto competitor
Value per share (%) 135
Insurance business
Value of Exide Life Insurance (% crore) 3606 1.5xFY19 Embedded Value
Value pershare (%) 42
Value of subsidiaries (¥ crore)
Value of smelting subsidiaries () 288 3 2xP/Boninvestment(FY19)
Total Value per Share (%) 180

Source: ICICI Direct Research

Exhibit 7: Valuation Summary

Sales Growth EPS Growth PE EV/EBITDA RoNW RoCE
[Rer) (%) () (%) (x) (x) (%) (%)
FY19 10,588 15.0 9.1 10.6 115 9.1 12.9 17.8
FY20P 9,857 (6.9) 9.9 9.4 11.8 9.5 13.4 15.7
FY21E 8,320 (15.6) 6.3 (36.2) 18.0 11.8 8.2 10.3
FY22E 9,934 19.4 8.9 40.0 12.9 9.1 10.7 13.5

Source: Bloomberg, ICICI Direct Research

Exhibit 8: Shareholding pattern

(in %) Jun-19 Sep-19 Dec-19 Mar-20 Jun-20
Promoter 46.0 46.0 46.0 46.0 46.0
Fll 8.9 9.1 8.9 9.4 9.1
DIl 24.7 24.2 24.4 23.5 22.9
Others 20.4 20.7 20.7 211 221

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 9: Profit and loss statement g crore Exhibit 10: Cash flow statement g crore

(Year-end March) FY19 FY20P FY21E FY22E (Year-end March) FY19 FY20P FY21E FY22E
Total operating Income 10588.3 9856.7 8320.1 9933.6 Profit after Tax 770.3 825.5 538.0 753.2
Growth (%) 15.0 -6.9 -15.6 19.4 Add: Depreciation 313.5 362.6 395.2 422.2
Raw Material Expenses 6970.2 6266.4 5373.4 6387.8 (Inc)/dec in Current Assets -200.4 2.2 534.9 -522.8
Employee Expenses 637.7 666.4 586.9 659.8 Inc/(dec) in CL and Provisions 144 .4 -213.8 -364.5 267.6
Other Expenses 1569.1 1558.9 1276.2 1498.6 CF from operating activities 1,027.8 976.6  1,103.7 920.1
Total Operating E xpenditure 9177.0 8491.7 7236.6 8546.2 (Inc)/dec in Investments -50.0 235.2 -250.0 0.0
EBITDA 14113 1,3650 1,083.6 1,387.4 (Inc)/dec in Fixed Assets -665.9 -448.3 -350.0 -400.0
Growth (%) 13.7 -3.3 -20.6 28.0 Others -152.7 -166.0 -229.3 -150.4
Depreciation 313.5 362.6 395.2 422.2 CF from investing activities (868.7) (379.1) (829.3) (550.4)
Interest 6.1 9.4 9.4 9.9 Issue/(Buy back) of E quity 0.0 0.0 0.0 0.0
OtherIncome 38.5 63.9 443 51.5 Inc/(dec) in loan funds 0.0 0.0 0.0 0.0
PBT 1,130.3 1,056.9 723.3 1,006.9 Dividend paid & dividend tax -244.8 -418.2 -255.0 -297.5
Exceptional ltem -108.3 21.7 0.0 0.0 Others 72.1 -98.2 0.0 0.0
Total Tax 3945 209.7 185.2 253.7 CF from financing activities (172.7) (516.4) (255.0) (297.5)
Reported PAT 844.0 825.5 538.0 753.2 NetCash flow -13.5 81.1 19.4 72.2
Growth (%) 26.3 -2.2 -34.8 40.0 Opening Cash 87.3 73.1 154.8 174.2
EPS (%) 9.9 9.7 6.3 8.9 Closing Cash 73.8 154.8 174.2 246.4
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 11: Balance Sheet 3 crore Exhibit 12: Key ratios

(Year-end March) FY19 FY20P FY21E FY22E (Year-end March) FY19 FY20P FY21E FY22E
Liabilities Per share data (%)

E quity Capital 85.0 85.0 85.0 85.0 EPS 9.9 9.7 6.3 8.9
Reserve and Surplus 5,902.0 6,211.1 6,494.1 6,949.8 CashEPS 13.6 14.0 11.0 13.8
Total Shareholders funds 5,987.0 6,296.1 6,579.1 7,034.8 BV 70.4 741 77.4 82.8
Total Debt 0.0 0.0 0.0 0.0 DPS 2.4 4.1 3.0 3.5
Deferred Tax Liability 175.1 101.9 86.0 102.7 CashPerShare 0.9 1.8 2.0 2.9
0ther non-current liabilities 52.2 99.9 69.2 80.4 Operating Ratios (%)

Total Liabilities 6,214.3 64978 6,7343 17,2179 EBITDA Margin 13.3 13.8 13.0 14.0
Assets PBT /Netsales 10.4 10.2 8.3 9.7
Gross Block 3,168.8 3,575.2  4,0221 4,4221 P AT Margin 7.3 8.6 6.5 1.6
Less: Acc Depreciation 902.9 1,265.5 1,660.7 2,082.9 Inventory days 62.2 81.2 75.0 75.0
Net Block 2,266.0 2,309.7 2,361.4 2,339.2 Debtor days 37.3 30.2 35.0 35.0
Capital WIP 254.9 296.9 200.0 200.0 Creditor days 39.4 38.2 35.0 35.0
Total Fixed Assets 2,520.9 2,606.6 2,561.4 2,539.2 Return Ratios (%)

Investments 2,230.7 2,107.3 2,562.3 2,711.3 RoE 12.9 13.4 8.2 10.7
Inventory 1,804.0 12,1923 1,709.6  2,041.2 RoCE 17.8 15.7 10.3 13.5
Debtors 1,081.0 815.3 797.8 952.5 RolC 30.7 26.2 18.5 24.4
Loans and Advances 47.2 39.6 335 39.9 Valuation Ratios (x)

Cash 13.1 154.8 174.2 246.4 Core P/E 11.5 11.8 18.0 12.9
Total Current Assets 3,306.9  3,385.7 2,870.2  3,465.1 EV /EBITDA 9.1 9.5 11.8 9.1
Creditors 1,142.8 1,030.3 797.8 952.5 EV /NetSales 1.2 1.3 1.5 1.3
Provisions 268.5 296.4 229.5 274.0 MarketCap /Sales 1.2 1.3 1.6 1.3
Total Current Liabilities 1,958.1 1,744 .3 1,379.8 1,647.4 Price to Book Value 2.2 2.1 2.0 1.9
NetCurrent Assets 1,348.8 1,641.4 1,490.4 1,817.8 Solvency Ratios

Other non-currentassets 114.2 142.7 120.5 143.8 Debt: E quity - - - -

Total Assets 6,214.3 64978 6,7343 7,217.9 Quick Ratio 0.7 0.6 0.7 0.7
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 5
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Exhibit 13: ICICI Direct coverage universe (Auto & auto ancillary)

Sector/Company CMP TP MCap EPS (3) PE (x) EV/EBITDA (x) RoCE (%) RoE (%)

® (%) Rating (Cr) FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
Apollo Tyre (APOTYR) 115 100 Hold 6,579 8.3 24 76 138 484 151 6.5 6.1 4.8 4.8 35 6.1 4.8 1.2 43
Ashok Leyland (ASHLEY) 49 58 Hold 14,343 0.8 0.1 21 601 733.0 238 139 199 100 5.6 2.2 8.6 4.1 0.3 8.0
Bajaj Auto (BAAUTO) 2,970 3,210 Hold 85943 176.2 1369 1735 169 217 171 135 163 120 238 233 266 256 179 20.2

BharatForge (BHAFOR) 382 300 Hold 17,785 75 00 100 509 NM 382 183 340 169 77 22 82 78 00 86
Eicher Motors (EICMOT) 21,000 18,070 Hold 57,246 6704 4954 6909 313 424 304 244 307 217 225 159 191 183 122 149

Escorts (ESCORT) 1,120 1,300 Buy 13,729 396 461 545 283 243 205 189 16.0 134 189 150 152 142 112 118
Exide Industries (EXIND) 155 180 Buy 13175 97 63 89 118 180 129 95 118 91 157 103 135 134 82 107
Hero Moto (HERHON) 2,677 2,500 Hold 53,460 1819 1098 1476 147 244 181 120 159 115 265 187 232 227 145 179
M&M (MAHMAH) 605 600 Buy 75214 107 284 397 565 213 152 124 132 97 130 111 142 64 95 120

Maruti S uzuki (MARUTI) 6,260 5300 Reduce 1,089,102 187.1 1249 2034 335 501 308 211 289 177 74 35 82 117 14 111
Minda Industries (MININD ) 288 320 Buy 7551 59 28 96 488 1020 299 136 153 104 106 66 127 103 51 136

Tata Motors (TATMOT) 112 115 Hold 40,936 -328 -246 74 NM NM 151 47 49 33 14 11 68 -18.7 -165 4.8
Source: Bloomberg, ICICI Direct Research

ICICI Securities | Retail Research 6
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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%
‘ﬁICICI(mm‘[ com| 1 1 z
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a'yetmwa'd D
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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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), and Jaimin Desai, CA, 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 that
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a SEBI registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our i might have i banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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 certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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