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Stepping up commitment towards Li-on space... 0 EXIDE

About the stock: Exide Industries (E“.) isa part of the duopolistic organised Indian m 3
lead acid battery market with a presence across automotive & industrial applications. _g
Particular ¥ crore o
e Segment mix: -automotive sales~75% & industrial application ~25% Market Capitalization 11,730.0 o ]
. . Total Debt (FY22P) 0.0 =
~60%. ~40° (=
e Channel exposure to replacement, OEMs is at ~60%, ~40%, respectively Cash & Inv. (FY22P) 864.2 =
N , o EV ( Crore) 10,865.8 =r
e  Within its automobile segment sales, it derives ~60% of sales from OEMs 1009 e
52 week H/L (%) 205 /135 o
Equity capital Z 85 Crore o
Q4FY22 Results: The company reported a muted performance in Q4FY22. Face value R 1

Shareholding pattern

. . A
e Total operating income for Q4FY22 came in at ¥ 3,408 crore, up 6.6% QoQ Jun-21 Sep-21 Dec-21 Mar-22

e EBITDA came in at ¥ 349 crore with margins at 10.2%, down 150 bps QoQ. Promater 46.0 460 460  46.0
e PBT in Q4FY22 was atX 271 crore, flat QoQ, aided by higher other income Fil 11.8 9.7 96 101
DIl 233 217 20.6 19.2
Other 18.9 226 238 24.7

What should investors do? ElL’s share price has declined at ~10.2% CAGR from m

~% 244 in May 2017, thereby vastly underperforming Nifty Auto index in that time.

20000 300
e We retain HOLD tracking changing technology landscape in battery space 15000 250
and long gestation period of greenfield expansion in Li-On cell domain 10000 7 ?gg
~
Target Price and Valuation: We value EIL at revised SOTP-based TP of ¥ 155 5000 ' r 3380
(X 108 for battery business at 10x FYFY24E EPS, ¥ 47 for investments). 0 +——r——+—"1L0o
228 &5 & 8
53553555
- . =sS=z2= 2= 2 =
Key triggers for future price performance: Nifty (LHS) EIL (RHS)

e Sizable investment confirmed in Li-On battery domain (cell manufacturing) Recent event & key risks

e Given widespread electrification thrust and muted OEM sales in 2-W space, e Posted muted Q4FY22 results.

ild 10.5% sales CAGR over FY22-24E
we build NG R °ver »  KayRIsk: {Ij[EIL belng|declared as

o With elevated commodity cost and limited operating leverage, we expect PLI beneficiary in ACC battery
EBITDA margins to stabilise at ~11.5% mark, going forward, in FY23E-24E domain from waitlisted candidate

o With HDFC Life stake clubbed under long term investments headline RoE, (ij) Pressure on gross margins

j d el . .
RoCE to remain muted but core RolC well above 25% over FY23E-24E amid elevated commodity prices

Research Analyst

Shashank Kanodia, CFA
shashank.kanodia@icicisecurities.com
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Alternate Stock Idea: Leaving aside EIL, in our OEM coverage we like M&M.

e Focused on prudent capital allocation, UV differentiation & EV proactiveness

Raghvendra Goyal
A BUY with target price of ¥ 1,045 raghvendra.goyal@icicisecurities.com
Key Financials FY19 FY20 FY21 Fyazp ° v(er;AZGZR) FY23E Fr2ee 2 ("F‘;azrzlj’;\f;
Net Sales 105883 98567 10,0408 123817 102% 142001 151221 10.5%
EBITDA 14069 13650 13556 1,395.6 52% 15610 17318 11.4%
EBITDA Margins (% 133 1338 135 113 11.0 115
Net Profit 839.7 8255 7582 46835 NA 846.1 9186 NA
EPS (3) 9.9 9.7 8.9 55.1 10.0 108
Adjusted Net Profit 766.0 842.8 758.2 839.4 3.9% 846.1 9186 4.6%
Adjusted EPS (3) 9.0 9.9 8.9 9.9 3.9% 10.0 108 4.6%
PE 14.0 142 155 25 139 128
RoNW (%) 128 134 11.0 7.9 15 7.1
RoCE (%) 178 15.7 14.0 9.3 9.7 103
RolC (%) 196 16.9 16.8 24.0 25.1 21.1

Source: Company, ICICI Direct Research
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Conference call highlights & key highlights from presentation...

Exhibit 1: Battery pack assembly manufacturing ;

75
QEXIDE Exide has built an early lead in the lithium-ion battery market ZV/
through pack & module business... '

Our Headquarters in Prantij, Gujarat
« Nexcharge existing land: 53,261m?
« Existing built-up area: 9,528m?2

Our Facilities in Bengaluru, Karnataka
« Facility 1: Offshore R&D center,

X - . 0Ozone Manay Technology Park
+ Located in automotive hub of Gujarat « Facility 2: Nexcharge DIA (R&D),
» Capacity : 1.5 GWh ‘ Manyata NXT

Our Capabilities
« Electronics & firmware development
+ Mechanical & thermal design
» Software development

PRANT

module e

: 2
m-’f
Our Li-ion Pack Assembly Lines * -: &
«+ USS 42 Mn invested so far for 84.90% stake f '
+  Pouch/Prismatic/Cylindrical cell to

« Module to pack/rack ’v
«+ Cell testing lab ¥ Our Key Propositions
« Prototype and pilot line N « Full technology ownership
tamataia + Customised and integrated solutions

+ Local manufacturing
+ Sustainable initiatives

Commercial production has started

Source: Company, ICICI Direct Research

Exhibit 2: Lithium lon cell manufacturing plan

EXIDE

i— i
I

Q@EXIDE Exide is establishing a state-of-the-art lithium-ion cell
manufacturing plant

» Wholly owned subsidiary set-up for lithium-ion cell manufacturing

» Multi-gigawatt green field project

» Manufacturing of advanced chemistry cells (cylindrical, pouch, prismatic)

» Manufacturing, assembly and sale of battery modules and battery packs

» Total project capacity of 12 GWh to be completed in phases in next 8-10 years

QEXIDE 49 svorLT

7 Multi-year technical collaboration agreement for li-ion
cell manufacturing
» Support for setting the plant on a turnkey basis

Exide Energy Solutions Ltd.

svorr SVOLT Energy Solutions

» Spin-off of Great Wall Motors and headquartered in China

» One-stop product portfolio for Li-ion batteries

» ~3000 R&D team members and ~500 experts with rich
experience of lithium-ion battery R&D and mass production

» Currently, SVOLT is in the process to expand the capacity to
600 GW by 2025

Source: Company, ICICI Direct Research

Exhibit 3: Lithium lon plant current progress

5

QEXIDE Key next steps on the lithium-ion cell manufacturing
project

Segment Key next steps

+ We are in advanced stages of procuring the land parcel for the green-field project in the state

Land of Karnataka

Technology « Continue jointly working with SVOLT to achieve key milestones across warkstreams
Project Timeline «+ First phase likely to take 27-30 months for completion

Funding «+ Initial funding to be met through internal accruals and bridge financing

Project

. + In discussion with various construction companies for project construction on a turnkey basis
Construction

+ Onboarding of ACC senior team under progress

Organization + To Develop & align training plan for R&D with SVOLT post team finalization

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research
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Key conference call highlights

Nexcharge facility has been operationalised a
couple of weeks ago and has an order book of
~Y 260 crore. Currently, the company imports Li-
on cells and assembles using fully automated air
conditioned facility

The company plans to invest ~3 6,000 crore in
lithium ion cell manufacturing with estimated
capacity of 12 GWh in the coming seven to eight
years. This would be done in two phases with
phase one capex planned at ~%2,500 crore to be
done over the next three to four years and would
have capacity of 6 GWh initially

Above facility would be in addition to existing 1.5
GWh
manufacturing facility may also have assembly

assembly facility, and new cell
inside

For technological collaboration with SVOLT (earlier
part of Great wall group) Exide will pay royalty

The company expects to reap the benefits of first
mover advantage in this space & is in discussion
with more than 100 OEMs for supply of lithium lon
battery pack

Currently the company meets ~45% of its lead
requirement from its recycling plant

The management said that its existing lead acid
battery would find application in EVs also as an
auxiliary battery

The company estimates lithium ion battery
demand in India to reach 90 GWh by 2030
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Financial story in charts

Exhibit 4: Trend in topline and adjusted PAT
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Source: Company, ICICI Direct Research

Exhibit 5: Trend in EBITDA margins
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Source: Company, ICICI Direct Research

Exhibit 6: SOTP-based valuation

Estimated Value per

SOTP Valuation Remark
value share
Standalone Business
FY24E EPS 10.8 ) . .
- Valuing the base business (lead acid battery) at

P/E Multiple 10 10x PE

Value per share () 108
Investments

HDFC Life Insurance Stake 3932 Using current market price of ¥565/share &

S i
Value per share (3) 5 assigning 20% discount

Value of subsidiaries (¥ crore)

Value of other subsidiaries (3) 496 2 0.5x trailing P/BV
Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 3
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Financial Summary

Exhibit 7: Profit and loss statement < crore

ICICI Direct Research

Exhibit 8: Cash flow statement g crore

(Year-end March) FY21 FY22P FY23E FY24E (Year-end March) FY21 FY22P FY23E FY24E
Total operating Income 10040.8 12381.7 14207.1 15122.1 Profit after Tax (adjusted) 758.2 -10.5 846.1 918.6
Growth (%) 1.9 23.3 14.7 6.4  Add: Depreciation 379.4 412.6 461.7 491.5
Raw Material Expenses 6579.6 8575.3 10105.7 10668.3 (Inc)/dec in Current Assets -241.2 -418.6 -666.0 -293.5
Employee Expenses 7215 789.3 852.4 907.3  Inc/(dec) in CL and Provisions 570.6 83.4 469.0 184.7
Other Expenses 1384.2 1621.6 1687.9 1814.7 CF from operating activities 1,467.0 66.9 1,110.8 1,301.2
Total Operating Expenditure 8685.3 10986.1 12646.0 13390.3  (Inc)/dec in Investments -863.8 179.8 120.0 450.0
EBITDA 1,355.6 1,395.6 1,561.0 1,731.8 (Inc)/dec in Fixed Assets -582.1 -655.4 -1000.0 -1500.0
Growth (%) 0.7 3.0 11.9 10.9  Others 76.5 1450.1 -44.6 -32.3
Depreciation 379.4 412.6 461.7 491.5 CF from investing activities (1,369.4) 974.4 (924.6) (1,082.3)
Interest 23.8 38.4 40.4 42.4  Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Other Income 65.4 80.3 72.2 30.1 Inc/(dec) in loan funds 0.0 0.0 0.0 0.0
PBT 1,017.8 11,0249 1,131.2 1,228.0 Dividend paid & dividend tax -170.0 -170.0 -170.0 212.5
Exceptional Item 0.0 -4693.8 0.0 0.0  Others 9.2 -801.5 0.0 0.0
Total Tax 259.6 1035.1 285.1 309.5 CF from financing activities (160.8) (971.5) (170.0) (212.5)
Reported PAT 758.2  4,683.5 846.1 918.6 Net Cash flow -63.2 69.8 16.2 6.4
Growth (%) -8.2 517.7 -81.9 8.6  Opening Cash 154.8 91.6 161.5 171.7
EPS (%) 8.9 55.1 10.0 10.8 Closing Cash 91.6 161.5 171.7 184.1
Adjusted PAT 758.2 839.4 846.1 918.6  Source: Company, ICICI Direct Research

Adjusted EPS (%) 8.9 9.9 10.0 10.8

Source: Company, ICICI Direct Research

Exhibit 9: Balance Sheet  crore
(Year-end March) FY21 FY22P FY23E FY24E (Year-end March) FY21 FY22P FY23E FY24E
Liabilities Per share data (%)

Equity Capital 85.0 85.0 85.0 85.0 EPS 8.9 55.1 10.0 10.8
Reserve and Surplus 6,808.5 10,520.6 11,196.7 11,902.8 Cash EPS 13.4 60.0 15.4 16.6
Total Shareholders funds 6,893.5 10,605.6 11,281.7 11,987.8 BV 81.1 124.8 132.7 141.0
Total Debt 0.0 0.0 0.0 0.0 DPS 2.0 2.0 2.0 25
Deferred Tax Liability 111 0.0 0.0 0.0 Cash Per Share 1.1 1.9 2.1 2.2
Other non-current liabilities 3434 339.3 374.3 409.3 Operating Ratios (%)

Total Liabilities 7,313.9 10,9449 11,656.0 12,397.1 EBITDA Margin 135 11.3 11.0 115
Assets PBT/ Net sales 9.7 1.9 1.1 8.2
Gross Block 4,246.6 4,790.4 5,352.8 5,852.8 PAT Margin 1.6 6.8 6.0 6.1
Less: Acc Depreciation 1,644.9 2,057.5 2,519.2 3,010.7 Inventory days 85.3 2.5 75.0 75.0
Net Block 2,601.8 2,733.0 2,833.6 2,842.1 Debtor days 32.3 35.2 35.0 35.0
Capital WIP 200.8 3124 750.0 1,750.0 Creditor days 59.7 415 50.0 50.0
Total Fixed Assets 2,802.5 3,045.3 3,583.6 4,592.1 Return Ratios (%)

Investments 3,004.7 6,079.1 6,014.1 5,619.1 RoE 11.0 7.9 1.5 1.1
Inventory 2,346.2 2,458.5 2,919.3 3,107.3 RoCE 14.0 9.3 9.7 10.3
Debtors 887.4 1,192.4 1,362.3 1,450.1 RolC 16.8 24.0 25.1 21.7
Loans and Advances 53.2 64.6 74.1 78.9 Valuation Ratios (x)

Cash 91.6 161.5 171.7 184.1 P/E 15.5 14.0 13.9 12.8
Total Current Assets 3,563.7 4,052.2 4,734.4 5,034.3 EV/ EBITDA 7.9 1.8 1.0 6.6
Creditors 1,641.6 1,609.7 1,946.2 2,071.5 EV / Net Sales 1.1 0.9 0.8 0.8
Provisions 270.7 263.8 318.9 339.5 Market Cap / Sales 1.2 0.9 0.8 0.8
Total Current Liabilities 2,314.9 2,398.2 2,867.2 3,051.9 Price to Book Value 1.7 1.1 1.0 1.0
Net Current Assets 1,248.8 1,653.9 1,867.2 1,982.4 Solvency Ratios

Other non-current assets 168.1 166.9 191.4 203.8 Debt: Equity - - - -
Total Assets 7,313.9 10,9449 11,656.0 12,397.1 Quick Ratio 0.5 0.6 0.6 0.6
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 4
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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%
ICICI direct u,\x::} INO 1 ‘
In.cu«vvrvu'o‘::rul Fingertips | BHQE{ER \ ;
ICICI Securities Ltd. FISTARMINE ¥ 1
‘ @l‘;‘awst»\-.wa'd 2012 A/
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

ICICI Securities | Retail Research 5
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), and Raghvendra Goyal, 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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst 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 associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited 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 recommendati p  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, and 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 or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past

twelve months.

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 and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material
conflict of interest 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 us:

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 a
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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