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June 18, 2020 

CMP: | 62    Target: | 65 (5%)  Target Period: 12 months  

JK Tyres & Industries (JKTYRE) 

 HOLD 

 

Muted performance, deleveraging pace yet to pick up 

JK Tyres & Industries (JKTIL) reported a dismal Q4FY20 performance. 

Consolidated revenues fell 33.7% YoY to | 1,795 crore (India sales down 

32.4%, Mexico sales down 36.2%. India formed 89% of consolidated 

revenues). Consolidated margins rose 46 bps QoQ, led by 410 bps gross 

margin expansion. India EBIT margins dropped 132 bps QoQ to 6.8% while 

Mexico operations posted mere 0.9% margins. The company posted 

consolidated loss of | 51.2 crore. It booked exceptional charge of | 61.1 

crore, largely on account of forex loss of | 60.5 crore. JKTIL declared final 

dividend of | 0.7/share for FY20. On a consolidated basis for FY20, the 

company posted net sales of | 8,754 crore (down 15.9% YoY), with PAT at 

| 151 crore (down 14.5% YoY). 

Aftermarket seen slowing CV drag 

JKTIL is market leader in truck-bus radial (TBR) segment with ~30% market 

share (overall M&HCV market share at 23%). Domestic CV space remains a 

clear laggard on demand front, with issues like slowing economic activity 

and system overcapacity (higher load bearing due to revised axle load 

norms and sluggish freight movement) seen persisting over much of FY21E 

unless affirmative policy interventions take place. With CVs contributing 

~60% of consolidated revenues, topline performance would directionally 

follow sector’s fortunes. However, healthy share of aftermarket i.e. 

replacement (~65% of consolidated revenues, with OEM, exports equally 

forming the rest), is seen mitigating the extent of damage, especially in 

FY21E. Improved product mix on account of higher replacement sales is also 

seen limiting impact of negative operating leverage on the margins front. 

We build in flattish revenue in FY20P-22E, with margins seen rising to 13.9%. 

Debt reduction plans key to structural rerating 

JKTIL retains a heavy B/S. Absolute debt as of FY20P was at ~| 5,124 crore 

with resultant debt: equity at ~2.2x. Amid adequate capacity to service 

demand over the next two years, incremental capex needs, going forward, 

appear limited. In our view, this represents an opportunity for the company 

to follow through decisively on earlier stated deleveraging plan (cumulative 

~35% of long-term debt over three years). We expect JKTIL’s improved 

cash balances to provide the necessary elbow room for the same and build 

in debt reduction of ~| 470 crore by FY22E, with debt: equity thereby at 

~1.8x. In our view, action on deleveraging front would be key to structural 

rerating of JKTIL stock, going forward. 

Valuation & Outlook 

For JKTIL, demand prospects are expected to be subdued in FY20P-22E in 

line with wider automotive space. Margins, however, are seen improving 

amid benign commodity prices and better product mix. However, progress 

on debt reduction plan will be a key monitorable. We maintain HOLD rating 

on the stock with a target price of | 65 i.e. 5x EV/EBITDA on FY22E numbers. 

 
 

Ke y Fin an cials FY18 FY19 FY20P FY21E FY22E C AG R (FY20P-22E)

Net Sales 8,272.1      10,369.9    8,724.9      7,145.5      8,685.9      -0.2%

EBITDA  737.1         1,114.1      987.6         926.8         1,206.1      10.5%

EBITDA  Margins  (% ) 8.9             10.7           11.3           13.0           13.9           

Net Prof it 66.0           176.4         150.8         19.5           234.2         24.6%

EPS (₹) 2.9             7.8             6.1             0.8             9.5             

P/E 21.3           8.0             10.1           78.2           6.5             

RoNW (% ) 3.4             7.7             6.5             0.8             9.1             

RoCE (% ) 7.0             10.9           8.1             7.2             10.7           
 

 

Key Financial Summary 

 

 

 

Source: ICICI Direct Research, Company 

 

Particulars 
 

Par ticu lar Am o u n t

Market Capita liz ation ₹ 1526.8 Crore

Tota l Debt (FY 20P) (₹ Crore) 5,124.1

Cash & Inv  (FY 20P)  (₹ Crore) 136.5

EV  (₹ Crore) 6,514.3

52 w eek H/L  (₹) 88 / 32

Equity capita l ₹ 49.3 Crore

Face va lue ₹ 2
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Financial story in charts 

Exhibit 1: Top line trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 2: EBITDA trend and margin trajectory 
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Source: Company, ICICI Direct Research 

 

Exhibit 3: Profitability trend 
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Source: Company, ICICI Direct Research 

 

 

We expect sales to be flattish over FY20P-22E, with 

CV dependence being mitigated by high share of 

replacement sales 

We expect margins to grow to 13.9% level by FY22E, 

buoyed by favourable product mix (higher 

replacement sales) and volume growth in FY22E 

We expect the company to post 24.6% PAT CAGR 

over FY20P-22E on the back of rise in margins and 

lower interest outgo  
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Exhibit 4: Return ratio profile 

18.7 

11.5 

7.0 

10.9 
8.1 7.2 

10.7 

26.7 

19.1 

3.4 

7.7 
6.5 

0.8 

9.1 

0

10

20

30

40

 FY16  FY17  FY18  FY19  FY20P  FY21E  FY22E

(%
)

 RoCE  RoE
 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Debt, capex and CFO trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 6: Valuation Summary 

 Sale s    G ro wth   
 EPS 

(Dilu te d ) 

  

G ro wth  

 PE   EV /EBIT DA   Ro NW   Ro C E  

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

 FY 18    8,272.1            7.6                2.9      (82.4)    21.3               9.8        3.4        7.0 

 FY 19 10,369.9 25.4 7.8 167.1 8.0 5.9 7.7 10.9

 FY 20P    8,724.9        (15.9)                6.1      (21.3)    10.1               6.6        6.5        8.1 

 FY 21E 7,145.5 -18.1 0.8 -87.1 78.2 6.8 0.8 7.2

 FY 22E 8,685.9 21.6 9.5 1,099.8 6.5 4.9 9.1 10.7
 

Source: Bloomberg, ICICI Direct Research 

 

 

Exhibit 7: Shareholding pattern 

(in  %) Mar -19 Ju n -19 Se p -19 De c-19 Mar -20

Promoter 56.2 56.2 56.2 56.2 56.2

FII 3.9 3.6 2.1 2.5 2.5

DII 2.0 2.2 2.0 1.8 1.0

O thers 38.0 38.0 39.7 39.5 40.2
 

Source: Bloomberg, ICICI Direct Research 

Return ratios expected to inch up to 9-10% levels by 

FY22E at JKTIL 

Net debt is seen declining from ~| 4,988 crore as 

of FY20P to | 4,427 crore in FY22E 
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Financial Summary 

Exhibit 8: Profit and loss statement                                        | crore 

(Ye ar -e n d  March ) FY19 FY20P FY21E FY22E

Tota l operating Income 10,369.9 8,724.9 7,145.5 8,685.9

G row th (% ) 25.4 -15.9 -18.1 21.6

Raw  Materia l Expenses 6,684.6 5,337.0 4,122.7 5,102.4

Employee Expenses 909.6 923.2 852.5 920.3

O ther Expenses 1,661.6 1,477.2 1,243.5 1,457.1

Tota l O perating Expenditure 9,255.9 7,737.3 6,218.6 7,479.8

EBIT DA 1114.1 987.6 926.8 1206.1

G row th (% ) 51.2 -11.4 -6.1 30.1

Depreciation 315.7 377.8 400.1 416.9

Interes t 521.1 549.0 517.0 465.4

O ther Income 82.1 28.4 21.4 26.1

Exceptiona l Items 88.95 105.9 8.0 8.0

PBT 359.4 89.1 31.1 349.8

Tota l Tax 94.2 -165.8 6.9 102.6

PAT 176.4 150.8 19.5 234.2

G row th (% ) 167.1 -14.5 -87.1 1,099.8

EPS (₹) 7.8 6.1 0.8 9.5
 

Source: Company, ICICI Direct Research 

Exhibit 9: Cash flow statement                                              | crore 

(Ye ar -e n d  March ) FY19 FY20P FY21E FY22E

Prof it a f ter Tax 176.4 150.8 19.5 234.2

A dd: Depreciation & Int 836.8 926.8 917.2 882.3

(Inc)/dec in Current A ssets -632.4 207.4 736.7 -670.7

Inc/(dec) in CL  and Prov is ions 957.8 25.2 -512.3 484.6

C F fro m  o p e ratin g  activitie s 1338.6 1310.2 1161.1 930.4

(Inc)/dec in Inves tments -3.0 -9.1 -10.0 -10.0

(Inc)/dec in F ixed A ssets -362.1 -546.4 -250.0 -250.0

O thers 49.0 -37.7 -140.8 137.4

C F fro m  in ve s tin g  activitie s  -316.1 -593.2 -400.8 -122.6

Is sue/(Buy back) of  Equity 3.9 0.0 0.0 0.0

Inc/(dec) in loan funds -609.3 -97.4 -200.0 -270.0

Div idend pa id & div idend tax -41.0 -20.8 0.0 -24.6

O thers  (inc l Interes t cos ts ) -337.0 -632.1 -517.0 -465.4

C F fro m  fin an cin g  activitie s -983.4 -750.2 -717.0 -760.0

Net Cash f low 39.0 -33.2 43.3 47.8

O pening Cash 130.6 169.7 136.5 179.8

C lo s in g  C as h 169.6 136.5 179.8 227.5
 

Source: Company, ICICI Direct Research 

 

Exhibit 10: Balance Sheet                                                       | crore 

(Ye ar -e n d  March ) FY19 FY20P FY21E FY22E

L iabilities

Equity Capita l 49.3 49.3 49.3 49.3

Reserve and Surplus 2,235.2 2,282.1 2,301.6 2,511.2

T o tal Sh are h o ld e rs  fu n d s 2284.4 2331.3 2350.9 2560.4

Tota l Debt 5,221.5 5,124.1 4,924.1 4,654.1

Deferred Tax L iability 457.6 279.9 229.2 278.6

O ther non-current liabilities 481.7 699.9 573.2 696.8

Minority  Interes t 136.2 94.7 94.7 94.7

T o tal L iab ilitie s 8581.4 8529.9 8172.0 8284.6

A ssets

G ross  Block 9,269.9 9,808.9 10,108.9 10,408.9

L ess : A cc Depreciation 3,042.3 3,420.2 3,820.3 4,237.2

Ne t Blo ck 6227.6 6388.8 6288.6 6171.7

Capita l WIP 269.8 277.2 227.2 177.2

Tota l F ixed A ssets 6,497.4 6,666.0 6,515.8 6,348.9

Inves tments 131.2 140.2 150.2 160.2

Inventory 1,689.1 1,617.8 1,272.5 1,546.8

Debtors 1,945.1 1,848.4 1,566.1 1,856.2

L oans  and A dvances 154.4 120.9 99.0 120.3

O ther current assets 487.5 481.6 394.4 479.4

C as h 169.7 136.5 179.8 227.5

Tota l Current A ssets 4,445.8 4,205.2 3,511.8 4,230.3

Creditors 1,599.0 1,688.4 1,370.4 1,665.8

Prov is ions 20.4 25.1 20.4 24.8

O ther current liabilities 1,115.7 1,046.7 857.3 1,042.1

Tota l Current L iabilities 2,735.0 2,760.3 2,248.0 2,732.6

Ne t C u r re n t As s e ts 1710.8 1444.9 1263.8 1497.6

O thers  234.7 234.4 212.9 277.8

Ap p licatio n  o f Fu n d s 8581.4 8529.9 8172.0 8284.6
 

Source: Company, ICICI Direct Research 

 

Exhibit 11: Key ratios 

(Ye ar -e n d  March ) FY19 FY20P FY21E FY22E

Per share data  (₹)

EPS 7.8 6.1 0.8 9.5

Cash EPS 21.7 21.5 17.0 26.4

BV 100.7 94.7 95.5 104.0

DPS 1.5 0.7 0.0 1.0

Cash Per Share 7.5 5.5 7.3 9.2

O p e ratin g  Ratio s  (%)

EBITDA  Margin 10.7 11.3 13.0 13.9

PBIT / Net sa les 7.7 7.0 7.4 9.1

PA T Margin 2.3 -9.1 0.4 2.8

Inventory days 59.5 67.7 65.0 65.0

Debtor days 68.5 77.3 80.0 78.0

Creditor days 56.3 70.6 70.0 70.0

Re tu rn  Ratio s  (%)

RoE 7.7 6.5 0.8 9.1

RoCE 10.9 8.1 7.2 10.7

RoIC 8.9 6.9 6.3 9.1

V alu atio n  Ratio s  (x)

P/E 6.0 -1.9 60.8 6.4

EV  / EBITDA 5.9 6.6 6.8 4.9

EV  / Net Sa les 0.6 0.7 0.9 0.7

Market Cap / Sa les 0.1 0.2 0.2 0.2

Price to Book V a lue 0.6 0.7 0.6 0.6

So lve n cy Ratio s

Debt/Equity 2.3 2.2 2.1 1.8

Current Ratio 2.6 2.4 2.4 2.4

Q u ick  Ratio 1.6 1.4 1.5 1.5
 

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% 
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Mumbai – 400 093 

 

 
research@icicidirect.com 
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