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KEY HIGHLIGHTS RECOMMENDATION - BUY

1.

RESULTS OVERVIEW:

Endurance Technologies Ltd Q3 FY22 consolidated revenues came in at
1889 Cr, down 7.45% YoY and up 0.05% QoQ.

Op Profit for Q3FY22 stood at X203 Cr, down 42.3% YoY and down 21.9%

CMP - 1166
TARGET — 1342 (15%)

QoQ. Industry Auto Ancillary
= Op margins for Q3FY22 came at 11.15%, -28 bps YoY and -639 bps QoQ. NSE CODE ENDURANCE
= PAT for Q3FY22 stood at X95 Cr, down 50.2% YoY and down 29.02% QoQ. BSE CODE 540153

Market Cap (X Cr) 16412.54
2. MANAGEMENT COMMENTARY: Shares Outstanding (in Cr) 14.07
= Management expects domestic product mix and pass through of 52 wk High/Low () 1989 / 1083.05
commodity prices to improve in coming quarters. P/E 32.02
. . . P/BV 432
= Management also expects margins to improve in Q4FY22 led by

. . . e . Face Value () 10.00

improvement in product mix and stability in RM prices. Book Value (3) 269.88
L] Through the acq_unsmon of VeIFO|I SrI,.r.nanagem‘.ent expects to expand their EPS (FY21) () 36.95

innovative solutions offerings in mobility sector in Europe. Dividend Yield (%) 0.41
=  Apart from infrastructure creation in Aurangabad, company also added Debt / Equity 0.18

manufacturing / integration facilities in Pantnagar and Chennai. Interest Coverage 48.01
3. SEGMENTAL ANALYSIS:

In Q3FY22, Indian business contributes ~79% of total revenues and was 1%
lower YoY.

SHAREHOLDING PATTERN

= In Q3FY22, European Business contributes ~21% of total revenues and Dec21 Sep21  Jun21

declined 22% Yoy. Promoters 75.00 75.00 75.00

MF/ DIl 8.23 8.56 9.40

FlII/FPI 7.82 8.03 8.34

4. CONCALL SUMMARY Retail & Others 1.52 1.64 1.50
=  Company secured new order wins worth Rs 5.8 Bn in 9MFY22 from Hero Promoter

MotoCorp, Royal Enfield, Bajaj, Ather and HMSI. Pledging 0.00 0.00 0.00

Focusing on increasing EV penetration in 2W/3W space and won orders
worth Rs 1.4 Bn in EV space in 9MFY22.
Company is increasing the disk brake assembly capacities to 570 K

FINANCIAL SNAPSHOT (X Cr)

sets/month (from 285 K) and disk capacities to 675 K sets/month (from 375 Y/E March 2021A 2022E  2023E
K) at their Waluj Plant. Crore
= Increasing alloy wheel capacities to 320 K/month (from 240 K) at their Sales 654702 743600 &€923.20
Chakan Plant. Sales Gr. (%) -5.36 13.58 20.00
= Started ABS supplies to Bajaj and Royal Enfield and expects this supply to Eg::gﬁ % 1(1)202;1 91832'2010 1i§80'38
ramp up to 4 lac units per annum by Sep, 2022. BAT 519'.71 473;_00 726.39
= Added.new product vertical of driveshaft during the quarter and will be EPS (3) 36.95 3363 5163
supplying to 3W and 4W OEMs. EPS Gr. (%) -8.10 899 5351
BV/Sh. (X) 253.24 276.10 322.20
5. OTHER DEVELOPMENTS: Ratios
= During the quarter, Company acquired 100% stake in Veicoli Srl, Italy. RoE (%) 15.82 12.50 16.20
Veicoli enables fleet operators to increase route efficiency, enhance safety, RoCE (%) 16.60 12.90 16.80
optimise maintenance activity and reduce fuel costs Valuation
P/E (x) 39.34 35.00 26.00
6. VALUATION AND OUTLOOK: P/BV () 574 >4 48
Endurance technology has strong positioning in Indian 2W segment. The
company is also targeting to increase their capacity in various segments like
disk brakes & alloy wheels which would help them to capture import
substitute opportunities as well as gain their market share in these
segments. Driven by new customer wins and increasing EV penetration, we Historical & Industrial Val Ratios
believe Endurance Technologies is the best bet for the revival in Indian 2W " "
space. Historical P/E 33.05
Industry P/E 37.45
We initiate a “BUY” rating on the stock and value the stock at 26.0x FY23E Historical P/B >.86
earnings to arrive at the target of X1342. Industry P/B 3.45
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REVENUE SPLIT

Segmental Mix (FY21) Geography Mix (Q3 FY22)
10.0%

H Al Casting
H Suspension
i Transmission

H INDIA ® EUROPE

H Braking Systems

i Others
QUARTERLY PERFORMANCE (CONSOLIDATED) (X Cr)
Y/E March Fy21 FY22
FY21 22E*
@i @ a3 a4 a Q@ a3  Qa* FY
Net sales 603 1,770 2,041 2,133 1,694 1,888 1,889 1,965 6,544 7,436
YoY change (%) -68.41% -0.06% 24.40% 33.58% 180.82% 6.63% -7.44% -7.90% -5.36% 13.6%
Total Expenditures 560 1,457 1,689 1,801 1,449 1,628 1,686 1,689 5,504 6,454
EBITDA 43 313 352 332 244 260 203 275 1,040 982
Margins (%) 7% 18% 17% 16% 14% 14% 11% 14% 16% 13%
Depreciation 86 97 104 112 98 94 91 91 399 374
Interest 4 4 4 2 1 2 1 1 14 5
Other income 11 7 -5 7 -19 8 7 7 19 3
PBT -36 220 238 225 126 172 118 190 647 606
Rate (%) 31% 24% 20% 17% 23% 23% 20% 22% 20% 22%
Adjusted PAT -25 167 190 187 97 133 95 148 520 473
EPSinRs -1.77 11.88 13.51 13.32 6.86 9.48 6.73 10.53 36.95 33.63
Key Performance Indicators
RM Cost (% of Sales) 48 54 54 57 54 59 61 55
Staff Cost (% of Sales) 22 10 9 9 11 9 9 10
Other Costs (% of Sales) 30 36 37 34 35 32 30 35
EBITDA Margin (%) 7 18 17 16 14 14 11 16
PAT Margin (%) -4 9 9 9 6 7 5 8

Source: Company, Hem Securities Research.

*Insights into the assumptions:
e We expect revenues to increase by QoQ in Q4FY22 led by new order wins and increase in capacities.

e We also believe that operating margins would improve from current levels led by improvement in product mix and pass
through of commodity costs.
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INDUSTRY OVERVIEW

The auto-parts industry in India is growing over last few years by a CAGR

of 6% over FY16 to FY20 to reach USD 49.3 B in FY21. This industry

accounts for almost 2.3% of India’s GDP and employs around 1.5 million

people directly and indirectly. Around 51% revenue of the industry

comes from OEM supplies, 20% revenue comes from aftermarket sales

and 29% revenue comes from exports. Some of key players of this

industry includes Motherson Sumi, Minda Industries, Endurance

Technologies, Bosch and Varroc Engineering.

Some of the key government initiatives taken to boost this sector

includes:

= Approved financial outlay of 57,042 crore over 5-year period under
PLI scheme for automobile and auto components industry.

= 100% FDI allowed for auto components industry.

=  Department of Heavy Industry announced the launch of public and
shared mobility based on electric powertrain.

Some of the growth drivers for the auto components industry includes:

= India is geographically closed to key automobile market such as
Middle East and European nations.

= |ndia has a cost advantage as they are second largest steel producer.

= Favorable government regulations opens opportunity for many auto
parts companies as a lot of new components are becoming
mandatory with new regulations.

KEY PLAYERS in Auto
Ancillary Space
Varroc L 11,303
Engineering 4,961
Endurance 6,547
Technologies M 16413
Minda 6,374
Industries 28,759
9,716
Bosch 41318
Motherson 61,508

Sumi Systems

— 57,916

Revenues M M.cap

PEER PERFORMANCE (X Cr)
Particulars Endurance Motherson Varroc

Technologies Minda Sumi Systems Engineering

Ltd. Industries Ltd. Ltd. Ltd. Bosch Ltd.

Market Cap 16,412.5 28,759.1 57,915.8 4,961.0 41,317.6
Net Sales 6,547.0 6,373.7 61,508.1 11,302.8 9,716.2
EBITDA 1,040.2 725.0 4,771.0 396.8 1,112.2
PAT 519.7 206.6 1,039.2 -631.9 482.0
EPS(X) 36.9 7.6 3.3 -41.4 163.4
EBITDA MARGIN % 16.3 12.1 8.2 4.6 17.1
PAT MARGIN % 7.9 3.5 2.4 -5.9 4.9
ROCE % 16.6 12.5 9.2 -5.9 6.1
ROE % 15.8 10.9 13.5 -22.0 5.0
P/ETTM 32.0 81.5 39.8 - 30.7
P/BTTM 4.3 8.8 4.9 2.2 4.0
EV/EBITDA 15.5 30.0 11.5 39.0 19.3
Dividend Yield % 0.5 0.1 1.2 - 0.8
MCap/ Sales TTM 2.2 3.5 0.9 0.4 3.5

Source: Company, Hem Securities Research.
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STORY IN CHARTS

Revenue EBITDA & EBITDA Margin
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INVESTMENT RATIONALE:

Expert management team and skilled workforce.

Derisked portfolio — across geographies, products and customers.

R&D prowess, with strong technology partnerships and test track for validation.

Aftermarket network and brand strength.

Strong OEM relationships.

Very strong positioning in the 2W segment, best proxy to play for revival in India 2W sector.

Company added drive shafts for 3Ws and PVs as a new product vertical. Total annual addressable size of drive shaft is
~Rs20b for 3Ws and 4Ws.

Focusing on increasing EV penetration in 2W/3W space and won orders worth Rs 1.4 Bn in EV space in 9IMFY22.
Company is increasing the disk brake assembly capacities to 570 K sets/month (from 285 K) and disk capacities to 675 K
sets/month (from 375 K) at their Waluj Plant.

Increasing alloy wheel capacities to 320 K/month (from 240 K) at their Chakan Plant.

RISK / NEGATIVE FACTORS:

The Company is likely to get impacted in the event of a macro-economic slowdown or an auto industry specific downturn.
Aluminium and steel are the major RM for the company. Rising prices of RM may affect their profitability.

Over dependence on few customers like Bajaj, RE may lead to their business loss if these customers perform badly.
Company has a decent exposure to Europe and if COVID-19 situation worsens in Europe, it may affect their business
Lucrative growth prospects of the Automobile and Auto components industries are always attracting new players to the
market.

COMPANY RECAP

Endurance is one of the leading automotive component manufacturers, having a diverse range of technology intensified
products with operations in India and Europe (Italy and Germany).

Endurance is a complete solutions provider, providing end to end services by engaging its customers from conception to
end user delivery and also catering to the replacement market.

In India, predominantly cater to two and three wheeler OEMs and products include aluminium castings, suspensions,
transmission and braking systems. In Europe, predominantly cater to four wheeler OEMs and mainly supply aluminium
casting products.

Out of our 28 plants, 19 are in India, 3 are in Germany and 6 plants are in Italy.

14 designs registered and 19 patents granted.

The Company also has four modern and advanced R&D facilities, approved by the Department of Scientific & Industrial
Research (DSIR), located in Aurangabad and Pune, to steer its strong innovation focus

Among the largest aluminium die casting units in India.

Tier 1 supplier to major OEMs.

Around 49% revenue comes from aluminium casting, 28% revenue comes from suspension, 5% revenue comes from
transmission, 7% comes from braking and 10% comes from others.

Around 73% revenue comes from India and ~27% revenue comes from Europe in FY21.

Key customers of the company include Bajaj Auto, Honda 2W, Hero MotoCorp, Royal Enfield, Hyundai, Kia and Daimler

Hem Securities Research 5
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ANNUAL PERFORMANCE

Financials & Valuations

Income Statement (XCr)
Y/E March 2017 2018 2019 2020 2021 2022E 2023E
Revenue from operations 5,590.87 6,351.38  7,510.50  6,917.71  6,547.02 7436 8923.2
Growth YoY (%) 6.89 13.60 18.25 -7.89 -5.36 13.58 20.00
Total Expenditure 4,832.54 5423.60 6,381.72 5,786.94 5,506.81 6454 7584.72
(%) of sales 86.44 85.39 84.97 83.65 84.11 86.79 85.00
EBITDA 758.33 927.78 1,128.78  1,130.77  1,040.21 982 1338.48
EBITDA Growth (%) 10.52 20.82 21.50 1.95 9.12 -5.60 36.30
EBITDA Margin (%) 13.14 14.33 15.32 16.95 16.28 13.21 15.00
Depreciation 290.51 321.59 376.21 414.28 399.14 374 392.7
EBIT 496.89 602.86 758.81 764.09 660.56 608 945.78
EBIT Growth (%) 5.88 21.33 25.87 0.69 -13.55 -7.96 55.56
Net Interest Expenses 32.25 23.52 25.73 17.54 13.76 5 5
Other Income 29.07 23.55 27.05 47.60 30.71 3 15
Earnings before Taxes 464.65 579.34 733.08 746.55 646.80 606 955.78
EBT Margin (%) 7.76 8.72 9.72 10.74 9.83 8.15 10.71
Tax-Total 134.34 188.58 238.07 181.01 127.23 133 229.38
Rate of tax (%) 28.91 32.55 32.48 24.25 19.67 21.95 24
Net Profit 330.31 390.76 495.01 565.53 519.57 473 726.39
PAT Growth (%) 9.94 18.30 26.68 14.25 -8.13 -8.96 53.57
PAT Margin (%) 5.51 5.88 6.56 8.14 7.90 6.36 8.14
Minority Interest 0.00 0.00 0.00 0.00 0.14 0 0
Adjusted PAT 330.31 390.76 495.01 565.53 519.71 473 726.39
EPS 23.48 27.78 35.19 40.20 36.95 33.63 51.63
EPS Growth (%) 0.00 18.30 26.68 14.25 -8.10 -8.99 53.51

Balance Sheet

Y/E March 2017 2018 2019 2020 2021
Share Capital 141 141 141 141 141
Reserves 1,589 2,032 2,424 2,865 3,421
Net Worth 1730 2173 2565 3006 3562
Borrowings 694 814 730 750 641
Other Liabilities 1,087 1,353 1,475 1,306 1,544
Total Liabilities & Equity 3,510 4,340 4,770 5,062 5,747
Fixed Assets 1,634 1,851 2,163 2,606 2,603
CWIP 44 59 118 126 96
Investments 33 46 36 166 444
Other Assets 1,800 2,383 2,453 2,164 2,604
Total Assets 3,510 4,340 4,770 5,062 5,747

Source: Company, Hem Securities Research.
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Ratios

Y/E March (Basic (INR) 2017 2018 2019 2020 2021
Profitability and return ratios

Net profit margin (%) 5.51 5.88 6.56 8.14 7.90
EBITDA margin (%) 13.14 14.33 15.32 16.95 16.28
EBIT margin (%) 8.29 9.08 10.06 10.99 10.04
ROE (%) 20.78 20.03 20.90 20.30 15.82
ROCE (%) 21.12 22.29 24.16 21.67 16.60
Working Capital & liquidity ratios

Payables (Days) 90.65 99.40 96.59 109.43 119.84
Inventory (Days) 26.00 25.77 25.01 28.62 32.23
Receivables (Days) 41.23 47.53 45.82 41.96 47.54
Current Ratio (x) 1.14 1.22 1.21 1.37 1.69
Valuations Ratios

EV/sales (x) 2.01 2.85 2.20 1.24 3.14
EV/EBITDA (x) 14.26 19.01 14.28 7.27 19.21
P/E (x) 32.55 45.48 32.95 1491  39.34
P/BV (x) 6.22 8.18 6.36 2.81 5.74
Dividend Yield (%) 0.33 0.32 0.47 0.92 0.41
Leverage Ratio

Debt/Equity (x) 0.40 0.37 0.28 0.25 0.18

Cash Flow Statement

Y/E March 2017 2018 2019 2020 2021
CF from Operating activities (A) 537 742 898 1,011 621
CF from Investing Activities (B) -361 -436 -696 -671 -586
CF from Financing Activities (C) -122 -24 -167 -258 -143
Net Cash Flow 54 283 35 83 -108
Add: Opening Bal. 166 220 503 538 621
Closing Balance 220 503 538 621 513

Source: Company, Hem Securities Research.
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RATING CRITERIA

INVESTMENT RATING EXPECTED RETURN
BUY >=15%
ACCUMULATE 5% to 15%

HOLD 0to5%

REDUCE -5%to 0

SELL <-5%

RECOMMENDATION SUMMARY

DATE RATING TARGET
14 Mar 2022 Buy 1342

DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the
business of broking, depository services and other related activities. Broking services offered by HEM Securities Limited are under SEBI Registration
No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No. INH100002250 and
distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any
financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or other
sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an
investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should make such
investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. This
should not be construed as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for
all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or
redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. 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
HSL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in
certain jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The
information given in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with
this information. This information is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this
statement as may be required from time to time. HSL or any of its associates / group companies shall 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. HSL is committed to providing
independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies, directors, employees, agents
or representatives shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that
may arise from or in connection with the use of the information. Our proprietary trading and investment businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance
.The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. We will not treat recipients as customers by virtue of their receiving this report.
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HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of 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 subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

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

ANALYST CERTIFICATION/ DISCLOSURE OF INTEREST

Name of the Research Analyst: ABHISHEK SHARDA

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific
recommendations or views expressed in this report.

SN Particulars Yes/No
1. Research Analyst or his/her relative’s or HSL’s financial interest in the subject company(ies) No
2. Research Analyst or his/her relative or HSL’s actual/beneficial ownership of 1% or more securities of the subject No

company(ies) at the end of the month immediately preceding the date of publication of the Research Report

3. Research Analyst or his/her relative or HSL has any other material conflict of interest at the time of publication No
of the Research Report

4. Research Analyst has served as an officer, director or employee of the subject company(ies) No

5. HSL has received any compensation from the subject company in the past twelve months No

6. HSL has received any compensation for investment banking or merchant banking or brokerage services from the No

subject company in the past twelve months

7. HSL has received any compensation for products or services other than investment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

8. HSL has received any compensation or other benefits from the subject company or third party in connection No
with the research report

9. HSL has managed or co-managed public offering of securities for the subject company in the past twelve months  No

10. Research Analyst or HSL has been engaged in market making activity for the subject company(ies) No

Since HSL and its associates are engaged in various businesses in the financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or brokerage services or for any other product or services of whatsoever
nature from the subject company(ies) in the past twelve months. Associates of HSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

There were no instances of non-compliance by HSL on any matter related to the capital markets, resulting in significant and material disciplinary
action during the last three years.
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