JBM Auto

Buy

Strong operating performance, appealing valuation

JBM Auto (JBMA)'s results were better than estimates in 4QFY19 (revenue
+8%, PAT+13% YoY), despite challenging environment in the PV segment,
due to a strong revival in the bus business and a robust growth in the
tooling business. We are positive on the stock based on 1) new order wins
in the sheet metal business, from M&M, Tata Motors, and VECV; 2)
encouraging revenue potential in the tooling business (high margin +30%),
given rising localization and outsourcing of tooling requirements by large
global OEMs (cost-benefit of 25% in India); and 3) increasing economies of
scale in the bus business, which should aid profitability in the future. We
forecast a 23% EPS CAGR over FY19-21E. The stock is currently available at
10/8x for FY20/21E. We recommend Buy rating on the stock, with a TP %
390 (15x 21E EPS).

Ramp up in the bus and tooling business

The component division’s revenue was flat due to a slowdown in PV sales.
The increase in revenue from M&M and Tata Motors was led by new
models - Marazzo/XUV 300 (from M&M) and Nexon/Harrier (from Tata
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Promoters 62.0
Motors), which was offset by the decline in export volume of FORD India. ME/Banks/Fls 01
The tooling division’s revenue rose 70% in FY19 to ¥ 1.4bn, due to large
orders from VECV. The company has a significant order pipeline, which will Flls 0.9
aid revenue in FY20. Public / Others 37.1
The bus division, which was a drag (Z 102/118 mn losses at EBIT level for ~ Valuation (x)
FY17/18) on JBMA’s financials, is turning around with improving sales FYI9A FY20E FY21E
volumes, and losses fell to ¥ 46.7mn in FY19. The management expects a P
e e . . /E 12.6 8.4 7.2
significant ramp up in the bus business from FY20.
EV/EBITDA 7.7 5.8 5.0
Merger is EPS accretive ROE (%) 18.0 22.4 21.3
The company has announced a merger (likely to be effective from next  Rroace (%) 11.0 146  15.0
quarter) with its subsidiaries, JBMA (currently holds a 73.89% stake) and JV
JBMMA (a 50% stake), with the parent company. Although, the Estimates (
amalgamation will lead to a 16% equity dilution, it will add significant stimates X mn)
incremental profit to the bottom line (expects an incremental 25% profit, FY19A FY20E FY21E
annually). Revenue 17,864 25,157 27,834
EBITDA 2,104 2,818 3,117
Q4FY19 Result (¥ Mn)
PAT 823 1,241 1,436
Particulars 4FY19 4FY18  YoY (% 3FY19 0Q (% EPS 3) 0.2 30.4 352
Revenue 4,825 4,475 7.8 4,299 12.2 . . .
Total Expense 4,269 3,891 9.7 3,810 12.1
EBITDA 556 583 (4.7) 489 13.7 Analyst: Abhishek Jain
Depreciation 151 139 8.7 143 5.4 Tel: 49122 40969739
EBIT 404 444 (9.0) 345 17.1 E-mail: abhisheki@dolatcapital.com
Other Income 70 6 1025.8 67 3.6 .
Interest 124 128 (3.4) 120 3.0 Associate: Ketul Dalal
EBT 351 323 (9.0) 293 19.8 ' Tel: +91 22 40969770
RPAT 229 202 13.4 180 27.0 Associate: Kushal Shah
APAT 229 202 13.4 180 27.0 Tel: +91 22 40969768
(bps) (bps) E-mail: kushals@dolatcapital.com
Gross Margin (%) 27.5 30.1 (264) 29.3 (181)
EBITDA Margin (%) 11.5 13.0 (152) 11.4 15
NPM (%) 4.7 45 23 4.2 55
Tax Rate (%) 36.9 40.5 (356) 38.4 (154)
EBIT Margin (%) 8.4 9.9 (155) 8.0 35 DOLAT CAPITAL ~~
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Exhibit 1: Revenue Growth Remain Strong

Exhibit 2: Gross Margin Under Pressure
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Exhibit 3: EBITDA Margin Under Pressure

Source: DART, Company

Exhibit 4: P/E Band
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Exhibit 5: Key Assumption Sheet
Revenue FY17 FY18 FY19 FY20E FY21E
Component Division 13746 15322 15230 20137 21371
Growth(%) (5) 11 (1) 32 6
Tool Room Division 979 845 1433 1720 2064
Growth(%) 28 (14) 70 20 20
Bus Division 417 171 1205 3300 4400
Growth(%) (59) 604 174 33
Total 15141 16338 17868 25157 27834
Growth(%) (2) 8 9 41 11
Total Revenue 15009 16329 17864 25157 27834
Growth(%) (1) 9 9 41 11

Source: DART, Company, JV (JBMA) number will be added in FY20 in topline.
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Profit and Loss Account

(X Mn) FY18A FY19A FY20E FY21E
Revenue 16,329 17,864 25,157 27,834
Total Expense 14,292 15,760 22,339 24,717
COGS 11,391 12,306 17,358 19,206
Employees Cost 1,655 1,713 2,641 2,783
Other expenses 1,246 1,741 2,340 2,728
EBIDTA 2,037 2,104 2,818 3,117
Depreciation 556 583 593 645
EBIT 1,481 1,521 2,225 2,473
Interest 486 488 598 563
Other Income 109 235 160 160
Exc./ E.O. items 0 0 0 0
EBT 1,104 1,269 1,787 2,070
Tax 428 489 584 676
RPAT 704 823 1,241 1,436
Minority Interest 107 87 0 0
Profit/Loss share of associates 135 130 38 42
APAT 704 823 1,241 1,436
B_alance Sheet

(X Mn) FY18A FY19A FY20E FY21E
Sources of Funds

Equity Capital 204 204 204 204
Minority Interest 734 820 0 0
Reserves & Surplus 3,970 4,769 5,884 7,194
Net Worth 4,174 4,973 6,088 7,398
Total Debt 5,716 5,927 5,977 5,627
Net Deferred Tax Liability 357 456 465 474
Total Capital Employed 10,981 12,176 12,530 13,499
Applications of Funds

Net Block 5,991 6,231 7,477 7,732
CwiIp 222 340 250 250
Investments 907 1,216 1,100 1,100
Current Assets, Loans & Advances 7,362 8,548 9,107 10,371
Inventories 2,352 2,311 3,239 3,584
Receivables 3,550 5,017 5,100 5,643
Cash and Bank Balances 192 111 26 395
Loans and Advances 53 133 158 159
Other Current Assets 1,215 976 584 590
Less: Current Liabilities & Provisions 3,499 4,164 5,355 5,904
Payables 2,569 3,225 4,168 4,610
Other Current Liabilities 930 940 1,187 1,294
Net Current Assets 3,863 4,384 3,752 4,467
Total Assets 10,981 12,176 12,530 13,499

E — Estimates
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Important Ratios

Particulars FY18A FY19A FY20E FY21E
(A) Margins (%)

Gross Profit Margin 30.2 311 31.0 31.0
EBIDTA Margin 12.5 11.8 11.2 11.2
EBIT Margin 9.1 8.5 8.8 8.9
Tax rate 38.7 38.5 32.7 32.6
Net Profit Margin 4.3 4.6 49 5.2
(B) As Percentage of Net Sales (%)

COGS 69.8 68.9 69.0 69.0
Employee 10.1 9.6 10.5 10.0
Other 7.6 9.7 9.3 9.8
(C) Measure of Financial Status

Gross Debt / Equity 1.4 1.2 1.0 0.8
Interest Coverage 3.0 3.1 3.7 4.4
Inventory days 53 47 47 47
Debtors days 79 103 74 74
Average Cost of Debt 9.1 8.4 10.0 9.7
Payable days 57 66 60 60
Working Capital days 86 90 54 59
FAT/O 2.7 2.9 3.4 3.6
(D) Measures of Investment

AEPS (3) 17.3 20.2 30.4 35.2
CEPS () 30.9 34.4 45.0 51.0
DPS (3) 2.2 2.4 3.1 3.1
Dividend Payout (%) 12.7 121 10.2 8.8
BVPS (%) 102.3 121.9 149.2 181.3
ROANW (%) 18.2 18.0 224 213
ROACE (%) 11.4 11.0 14.6 15.0
ROAIC (%) 14.6 133 18.1 19.3
(E) Valuation Ratios

cMP (3) 255 255 255 255
P/E 14.8 12.6 8.4 7.2
Mcap (? Mn) 10,393 10,393 10,393 10,393
MCap/ Sales 0.6 0.6 0.4 0.4
EV 15,917 16,208 16,344 15,625
EV/Sales 1.0 0.9 0.6 0.6
EV/EBITDA 7.8 7.7 5.8 5.0
P/BV 2.5 2.1 1.7 1.4
Dividend Yield (%) 0.9 1.0 1.2 1.2
(F) Growth Rate (%)

Revenue 8.8 9.4 40.8 10.6
EBITDA 23.6 3.3 339 10.6
EBIT 29.1 2.7 46.2 11.2
PBT 25.7 14.9 40.8 15.9
APAT 57.3 16.8 50.8 15.7
EPS 57.3 16.8 50.8 15.7
Cash Flow

& mn) FY18A FY19A FY20E FY21E
CFO 28 1,439 3,064 2,266
CFI (740) (1,133) (1,749) (900)
CFF 882 (385) (674) (1,039)
FCFF (566) 498 1,315 1,366
Opening Cash 21 191 111 752
Closing Cash 191 111 752 1,079

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy > 20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell <0%
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act
as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market
Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among
other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance
on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo
or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time.
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