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Exide Industries (EXID)

RM inflation overshadow acute cost control

Valuation and View - Near-term margins headwinds to continue

EXID’s 4QFY22 results were mixed where revenue outperformance continued with ~7%
QoQ growth (v/s flat growth expected). However, margins contracted steeply QoQ by
~140bp to 10.2% (est 10.6%, cons 11.6%), led by RM inflation (gross margin contracted
~300bp QoQ to lowest at 28%). Sharp RM inflation in the recent pat has overshadowed
the tight cost control with aggregate other operating expense has declined
~170bp/~80bp in 4Q/3Q. We believe RM cost inflation to continue impact gross margins
as Lead prices continues to rise ~3.5% so-farin 1QFY23 (v/s ~22% spike in FY22).

Over the midterm, EXID’s successful execution on EV battery manufacturing foray (such
as 1) lithium-ion battery cell manufacturing through collaboration with SVOLT and 2)
Nexcharge - fully automated lithium-ion battery packs and modules manufacturing plant)
would act as key growth drivers for future technologies. While EXID’s LAB business is
expected to grow 7-8% CAGR over 3-5 years, significant EV battery foray is key trigger
for the stock. EXID is trading at 13.6/10.5x of FY23/24 EPS (v/s 10-year LPA of 21.6x).
We estimate Revenue/EBITDA/PAT CAGR of 10%/18.7%/19.3% over FY22-24E and
tweak FY22/23 estimates to factor in for higher RM. Our current estimates do not factor
in any significant capex on foray in to EV battery manufacturing. Maintain BUY with TP
of Rs189 (11x Mar-24 EPS + 50% holdco discount to HDFC Life stake).

Result Highlights - Gross margins all time low at ~28% (-300bp QoQ)

= Revenues grew 6.6% QoQ/ (+16% YoY) at Rs34.1b (our/cons est at
Rs31.1b/Rs32.4b). This was led by, i) double-digit growth in auto segment, ii)
continued strong demand for industrial UPS and iii) healthy exports in both
auto/industrial.

=  Led by RMinflation, gross margins contracted 300bp QoQ at 28% (all time low, est
at 30.3%). This was offset by op leverage resulting in EBITDA beat at Rs3.5b (-6%
QoQ, our/cons est at Rs3.3b/Rs3.8b). However, margins were below est at 10.2%
(-140bp QoQ, our/cons est at 10.6%/11.6%).

= EXID reported exceptional gains of Rs46.9b related to HDFC Life stake sale.

=  AdjPAT atRs2b (-1.5% QoQ, est at Rs1.7b) came better led by higher other income
at Rs392m (est at Rs155m).

= Exide though its subsidiary, Exide Energy Solutions will be setting up green field
multi GW lithium-ion battery cell manufacturing facility with capability to
manufacture multiple advance chemistry formats.

Exhibit 1: Actual vs estimates
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INSTITUTIONAL EQUITIES

Exhibit 2: Quarterly snapshot

Y/e Mar (Rs.mn) Q4FY22 Q4FY21 YoY chg Q3FY22 FY22 FY21 YoY chg
Net Revenues 34,086 29,388 16.0 31,967 123,817 100,408 233
Raw Materials 24,554 19,306 27.2 22,042 85,753 65,795 30.3
% of Net Sales 72.0% 65.7% 69.0% 69.3% 65.5%

Personnel 1,893 1,847 2.5 2,044 7,893 7,215 9.4
% of Net Sales 5.6% 6.3% 6.4% 6.4% 7.2%

Manufacturing & Other Exp 4,149 4,112 0.9 4,154 16,216 13,842 17.1
% of Net Sales 12.2% 14.0% 13.0% 13.1% 13.8%

Total Expenditure 30,596 25,265 211 28,240 109,861 86,853 26.5
EBITDA 3,490 4,124 (15.4) 3,726 13,956 13,556 3.0
EBITDA Margin (%) 10.2% 14.0% 11.7% 11.3% 13.5%

Depreciation 1,065 974 9.3 1,041 4,126 3,794 8.8
EBIT 2,426 3,149 (23.0) 2,685 9,830 9,762 0.7
Interest Expenses 106 85 83 384 238 61.7
Non-operating income 392 235 66.8 150 803 654 22.8
Extraordinary Expenses (46,938) 0 0 (46,938) 0

PBT 49,649 3,300 1,404.6 2,753 57,186 10,179 461.8
Tax-Total 8,453 859 884.6 712 10,351 2,596 298.7
Tax Rate (%) - Total 17.0% 26.0% 25.8% 18.1% 25.5% (29.0)
Reported PAT 41,197 2,441 1,587.5 2,041 46,835 7,583 517.6
Adj. PAT 2,011 2,441 (17.6) 2,041 8,394 7,583 0.9
PAT Margin 5.9% 8.3% 6.4% 6.8% 7.6%

Source- Company, Yes Sec
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CHARTS

Exhibit 3: 4QFY22 revenue grew ~16% YoY/7% QoQ Exhibit 4: Avg lead price further inc by 3.4% till May’22
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Exhibit 7: EXID trades at 1 yr fwd multiple of 15.3x (~33% discount to 10yrs LPA)
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Exide Industries Ltd.

FINANCIALS

Exhibit 8: Balance Sheet

Y/E March (Rs mn) 2020 2021 2022 2023E 2024E
Share Capital 850 850 850 850 850
Reserves 62,111 68,085 105,206 112,577 121,985
Net Worth 62,961 68,935 106,056 113,427 122,835
Deferred Tax Liability 1,019 771 = = =
Capital Employed 63,980 69,706 106,056 113,427 122,835
Application of Funds

Gross Fixed Assets 36,370 42,740 48,173 54,797 60,597
Less: Depreciation 12,634 16,361 20,487 25,347 29,900
Net Fixed Assets 23,736 26,379 27,686 29,450 30,697
Capital WIP 2,969 2,008 3,124 2,000 2,000
Investments 20,708 30,924 60,765 67,139 74,050
Curr.Assets 35,008 36,977 41,857 45,147 49,703
Inventory 21,923 23,462 24,585 26,716 29,839
Sundry Debtors 8,154 8,874 11,925 12,987 14,306
Cash & Bank Balances 1,449 825 1,534 1,272 963
Loans & Advances 322 = = = =
Other Current Assets 3,161 3,816 3,813 4,171 4,595
Current Liab. & Prov. 18,441 26,581 27,376 30,308 33,615
Sundry Creditors 10,309 16,478 16,161 17,678 19,211
Other Liabilities 4,530 6,860 8,024 8,905 9,810
Provisions 3,602 3,243 3,191 3,725 4,594
Net Current Assets 16,567 10,396 14,481 14,838 16,088
Application of Funds 63,980 69,706 106,056 113,427 122,835

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.

Source: Company, YES Sec
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Exhibit 9: Income statement

Exide Industries Ltd.

Y/E March (Rs mn) 2020 2021 2022 2023E 2024E
Total Operating Income 98,567 100,408 123,817 135,435 149,194

Change (%) (6.9) 1.9 23.3 9.4 10.2
Total Expenditure 84,917 86,853 109,861 119,195 129,540
EBITDA 13,650 13,556 13,956 16,240 19,654
EBITDA Margins (%) 13.8 13.5 11.3 12.0 13.2

Change (%) (3.3) (0.7) 3.0 16.4 21.0
Depreciation 3,626 3,794 4,126 4,859 4,553
EBIT 10,024 9,762 9,830 11,381 15,101
Interest Charges 94 238 384 423 465
Other Income 639 654 803 1,201 1,098
EO Exp/(Inc) 217 - (46,938) - -
PBT 10,352 10,179 57,186 12,160 15,734
Tax 2,097 2,596 10,351 2,918 3,776

Effective Rate (%) 20.3 25.5 18.1 24.0 24.0
Rep. PAT 8,255 7,583 46,835 9,241 11,958

Change (%) (2.2) (8.1) 517.7 (80.3) 29.4
Adj. PAT 8,428 7,583 8,394 9,241 11,958
Change (%) 9.4 (10.0) 10.7 10.1 29.4

Source: Company, YES Sec
Exhibit 10: Cash Flow Statement

Y/E March (Rs mn) 2020 2021 2022 2023E 2024E
OP/(Loss) before Tax 10,352 10,179 57,186 11,381 15,101
Interest/Dividends Received (372) (365) (224) 1,201 1,098
Depreciation & Amortisation 3,626 3,794 4,126 4,859 4,553
Direct Taxes Paid (2,494) (2,721) (10,475) (2,918) (3,776)
(Inc)/Dec in Working Capital 2,155 3,044 (3,525) (619) (1,559)
Other Items (4,131) 203  (93,904) = =
CF from Oper. Activity 9,136 14,134 (46,816) 13,905 15,417
(Inc)/Dec in FA+CWIP (4,646) (3,384) (5,812) (5,500) (5,800)
Free Cash Flow 4,491 10,750 (52,628) 8,405 9,617
(Pur)/Sale of Invest. 1,397 (9,385) 8,542 (6,374) (6,911)
CF from Inv. Activity (3,249) (12,769) 2,730 (11,874) (12,711)
Inc/(Dec) in Debt (30) (244) (303) - -
Interest Rec./(Paid) (70) (45) (139) (423) (465)
Dividends Paid (4,986) (1,700) (1,700) (1,870) (2,550)
CF from Fin. Activity (5,086) (1,989) (2,143) (2,293) (3,015)
Inc/(Dec) in Cash 802 (623) 709 (262) (309)
Add: Beginning Balance 736 1,449 825 1,534 1,272
Closing Balance 1,537 825 1,534 1,272 963

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exide Industries Ltd.

Exhibit 11: Growth and Ratio matrix

Y/E March 2020 2021 2022 2023E 2024E
Basic (INR)
EPS 9.9 8.9 9.9 10.9 14.1
Cash EPS 14.2 134 14.7 16.6 19.4
Book Value per Share 74.1 81.1 124.8 133.4 144.5
DPS 4.1 2.0 2.0 2.2 3.0
Payout (Incl. Div. Tax) % 413 224 20.3 20.2 213
Valuation (x)
P/E 15.0 16.7 15.1 13.7 10.6
Cash P/E 10.5 111 10.1 9.0 7.7
EV/EBITDA 7.7 7.0 4.6 3.6 2.6
EV/Sales 11 0.9 0.5 0.4 0.3
Price to Book Value 2.0 1.8 1.2 1.1 1.0
Dividend Yield (%) 2.8 1.3 1.3 1.5 2.0
Profitability Ratios (%)
RoE 134 11.0 7.9 8.1 9.7
RoCE 13.8 11.8 10.0 8.7 10.4
RolC 213 19.4 21.0 20.7 25.8
Turnover Ratios
Debtors (Days) 30.2 32.3 35.2 35.0 35.0
Inventory (Days) 81.2 85.3 72.5 72.0 73.0
Creditors (Days) 38.2 59.9 47.6 47.6 47.0
Working Capital (Days) 73.2 57.6 60.0 59.4 61.0
Gross Fixed Asset Turnover (x) 2.7 2.3 2.6 2.5 2.5
Leverage Ratio
Debt/Equity (x) - - - - -
Source- Company, Yes Sec
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL and associates 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.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.
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