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RESULT REPORT Q4 FY23 | Sector: Automobile

Exide Industries (EXID)

Looking at margin expansion in FY24E

Valuation and View

EXID’s 4QFY23 results was a weak as EBITDA/Adj.PAT missed our/street estimates by
12-18%. This was led by weak gross margins at 29.8% (-240bp QoQ, est 31.3%) impacting
EBITDA margins, which came in at 10.4% (-140bp QoQ, est 11.9%). The management
indicated ~2% margins impact as RM basket increased ~4% QoQ. However, going ahead
led by digital, cost control initiatives and RM decline, margins are expected to expand.
Moderate growth in revenues at 4% YoY and QoQ was explained by higher growth in auto
OEMY/ industrial while relatively weak volumes in replacement and exports segment. We
believe with recent stability in lead price and price hikes to drive margins in 1QFY24E.

Over the mid-long term, EXID’s speedy ramp-up of as lithium-ion battery cell
manufacturing, would be closely watched as it has received all the approvals while senior
management hiring is complete and have spent Rs7.15b in the project so-far. While EXID’s
LAB business is expected to grow 7-8% CAGR over 3-5 years, significant ramp-up in EV
battery manufacturing and order wins to act as key re-rating trigger for the stock. EXID is
trading at 13.2x/11x FY24/25 S/A EPS (v/s 10-year LPA of ~20.4x). We estimate
Revenue/EBITDA/PAT CAGR of 9%/22%/27% over FY23-25E as we raise our FY24/25
EPS by ~6% to factor in anticipated gains on cost control initiatives. Maintain BUY with
TP of Rs235 (12x Mar-25 EPS + 50% holdco discount to HDFC Life stake at Rs29).

Result Highlight - Performance continues to be sub-par

=  Revenues grew 3.9% YoY (+4% QoQ) at Rs35.4b (est Rs36.4b, cons Rs36.1b). Auto
vertical growth was led by OEM segment as replacement volumes were still muted.
Industrial segment too witnessed growth in UPS, Solar, Traction, Telecom and
Power led by increase in capex and economic activity.

= Gross margins contracted 240bp QoQ (+190bp YoY, est 31.3%), impacted by weak
product mix and RM (~2% impact as RM increased ~4% QoQ). Consequently,
EBITDA declined 8.3% QoQ (+5.2% YoY) at Rs3.8b (est Rs4.3b, cons Rs4.2b) with
margins contracted 140bp QoQ (+10bp YoY) at 10.4% (est 11.9%, cons 11.6%).

= Led by weak op. performance, Adj. PAT declined 7% QoQ (+3.4% YoY) at Rs2.1b
(est Rs2.5b, cons Rs2.4b).

= FY23 dividend at Rs4/share (incl Rs/shr interim div) v/s Rs2/share in FY22.

=  FY23 performance - Revenues/EBITDA/Ad]. PAT grew 17.6%/12.1%/7.5% to
Rs145.9b/Rs15.7b/Rs9b.

Exhibit 1: Actual vs estimates

T T T

Rs mn Actual

Sales 35430 36,434 36,061 -2'8 -1.8 Weak gross
margins

EBITDA 3,672 4,332 4,184 -15.2 -12.2 dent overall
performanc.

EBITPAO 10.4 11.9 11.6 -150bp -120bp

margins %

Adjusted

PAT 2,078 2,549 2,404 -18.5 -13.6

Source: Company, YES Sec
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Financial Summary
Y/E MARCH (Rs b) 2023 2024E 2025E
Sales 145.9 163.7 176.2
EBITDA 15.7 19.7 23.3
Adj. PAT 9.0 12.2 14.6
Adj. EPS (INR) 10.6 14.3 17.2
EPS Gr. (%) 7.5 34.6 20.3
BV/Sh. (INR) 131.9 141.7 153.9
RoE (%) 8.1 10.1 11.2
RoCE (%) 8.5 10.7 11.9
Payout (%) 37.6 314 29.0
P/E (x) 17.8 13.2 11.0
P/BV (x) 14 1.3 1.2
EV/EBITDA (x) 6.2 4.5 3.6
Div. Yield (%) 2.1 2.4 2.6
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Exhibit 2: Quarterly snapshot

Net Revenues | 35430 ] 34,086 3.9 34,053 145,665 123,817 17.6
Raw Materials | 24857 24554 1.2 23,079 101,893 85,753 18.8
% of Net Sales 70.2% | 72.0% 67.8% 70.0% 69.3%
Personnel 2,181 | 1,893 15.2 2,120 8,639 7,893 9.4
% of Net Sales 6.2% | 5.6% 6.2% 5.9% 6.4%
Manufacturing & Other Exp 4,720 | 4,149 13.7 4,849 19,466 16,216 200
% of Net Sales 13.3% | 12.2% 14.2% 13.4% 13.1%
Total Expenditure 31758 1 30,596 3.8 30,048 129,998 109,861 18.3
EBITDA 3,672 | 3,490 5.2 4,005 15,668 13,956 12.3
EBITDA Margin (%) L 104% i  102% 11.8% 10.8% 11.3%
Depreciation 1,193 | 1,065 120 1,151 4,555 4,126 104
EBIT 2479 | 2,426 2.2 2,854 11,113 9,830 131
Interest Expenses 83 | 106 80 289 384 (24.9)
Non-operating income 412 | 392 50 234 1,324 803 64.8
Extraordinary Expenses 0 (46,938) 0 0 (46,938)
PBT 2808 | 49,649 (94.3) 3,008 12,149 57,186 (78.8)
Tax-Total 730 | 8,453 (91.4) 776 3,113 10,351 (69.9)
Tax Rate (%) - Total 26.0% ! 17.0% 25.8% 25.6% 18.1%
Reported PAT 2078 | 41,197 (95.0) 2,232 9,036 46,835 (80.7)
Adj. PAT 2,078 | 2,011 3.4 7 955) 9,036 7,649 18.1
PAT Margin 5.9% - 6.6% 6.6% 6.2% 6.2%

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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KEY CON-CALL HIGHLIGHTS

=  Auto vertical - domestic OEM volumes grew while replacement volumes were still
moderated. Overall double-digit sales growth achieved in FY23.

o Replacement - seeing some momentum building up and expect FY24E to see full
pick-up.

o Market share movement - Have either gained market share or have remained
steady.

o FY23 growth - most sector saw double digit growth across verticals

o Exports - Gulf countries have imposed anti-dumping duties on base level classes of
batteries, but Exide is supplying enhanced flooded batteries which is not part of
anti-dumping program. Entered new exports markets such as Russia and
strengthened presence in other Asian countries.

o Distribution - Direct and indirect distributors/dealers increased to 95k+ in FY23
(v/s 48k+ in FY20). Exide exclusive stores (Exide care at 1,600+ outlets) and SF
(300+ outlets).

= Industrial - Volumes upbeat across verticals with 20-30% growth in UPS, Solar and traction
verticals.

= Margins expansion initiatives - Digital initiatives across manufacturing, logistics and
corporate functions, cost control measures at factory level. Expect margins improvements to
come through in FY24E.

= Capex of Rs5-6b envisaged for Lead acid batteries for FY24E.

= RM -inflation is largely over while co have been taking calibrated price increases. There was
2% impact on margins as RM basket increased ~4% QoQ in 4QFY23.

= Smelting capacity - Lead recycling plants as of FY23 at 200KMT.
= Electric vehicle battery projects -

o Li-ion facility - have received all the approvals while senior management hiring is
complete and have spent Rs7.15b in the project so-far.

» Phase 1 expenditure would be Rs40b. Generally, plant stabilization will be
achieved in 6-8 months. At optimum capacity, ROEs will be at par with
Lead Acid business of ~20% (reasons are high homologated product
approval cycles means high entry batteries, JIT value proposition to OEM,
supply chain tie up with suppliers (like SVOLT) will ensure smooth
operations).

>  Will make cylindrical and prismatic cells under LFP and NMC chemistries
under Phase 1. Believe li-ion is scalable today vs other are under
development but exide can look at alternate chemistries as manufacturing
machineries are largely the same.

> Technology license agreement with SVOLT will involve initial fees + some
% on sales will be paid.

o Nexcharge (module and packs facility) - have order book of Rsé6-7b to be executed
in 12-15 months for 2W, 3W, CV and Telecom vertical. Currently cells are imported
for the same (~70% of value chain).

» Have booked small revenues for Nexcharge in FY23 but it will be picked
up in FY24E.

-]
For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4
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Exide Industries Ltd.

FINANCIALS

Exhibit 5: Balance Sheet

Y/E March

Share Capital
Reserves

Net Worth

Loans

Deferred Tax Liability
Capital Employed

Application of Funds
Gross Fixed Assets
Less: Depreciation
Net Fixed Assets
Capital WIP
Investments
Curr.Assets
Inventory

Sundry Debtors

Cash & Bank Balances
Loans & Advances
Other Current Assets
Current Liab. & Prov.
Sundry Creditors
Other Liabilities
Provisions

Net Current Assets

Application of Funds

2020
850
62,111
62,961
1,019
63,980

36,370
12,634
23,736
2,969
20,708
35,008
21,923
8,154
1,449
322
3,161
18,441
10,309
4,530
3,602
16,567
63,980

2021
850
68,085
68,935
771
69,706

42,740
16,361
26,379
2,008
30,924
36,977
23,462
8,874
825

0
3,816
26,581
16,478
6,860
3,243
10,396
69,706

2022
850
105,131
105,981
654
106,635

47,871
20,493
27,378
3,381
60,355
40,862
24,647
11,945
1,614
0
2,656
25,341
16,254
5,173
3,914
15,521
106,635

2023
850
111,248
112,098
1,160
113,257

53,296
25,050
28,245
1,267
63,414
46,486
29,891
12,741
745
3,109
26,154
15,328
6,862
3,964
20,332
113,257

2024E
850
119,588
120,438
1,160
121,598

59,062
29,678
29,385
2,000
68,407
55,836
33,536
15,250
3,561
3,488
34,030
17,197
10,765
6,068
21,806
121,598

2025E
850
129,978
130,828
1,160
131,987

66,062
34,501
31,561
2,000
72,501
62,510
36,084
18,339
4,333
3,753
36,585
18,339
11,583
6,663
25,925
131,987

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 6: Income statement

Y/E March 2020 2021 2022 2023 2024E 2025E
Total Operating Income 98,567 100,408 124,101 145919 163,717 176,155

Change (%) (6.9) 1.9 23.6 17.6 12.2 7.6
Total Expenditure 84,917 86,853 110,119 130,239 144,044 152,818
EBITDA 13,650 13,556 13,983 15,680 19,672 23,337
EBITDA Margins (%) 13.8 13.5 11.3 10.7 12.0 13.2

Change (%) (3.3) (0.7) 3.1 12.1 25.5 18.6
Depreciation 3,626 3,794 4,131 4,558 4,627 4,823
EBIT 10,024 9,762 9,851 11,122 15,045 18,514
Deferred Revenue Exp. - - - - - -
Interest Charges 94 238 394 295 325 390
Other Income 639 654 805 1,324 1,287 1,138
EO Exp/(Inc) 217 - (46,938) - - -
PBT 10,352 10,179 57,199 12,151 16,008 19,262
Tax 2,097 2,596 10,356 3,115 3,842 4,623

Effective Rate (%) 20.3 25.5 18.1 25.6 24.0 24.0
Rep. PAT 8,255 7,583 46,843 9,036 12,166 14,639

Change (%) (2.2) (8.1) 517.8 (80.7) 34.6 20.3
Adj. PAT 8,428 7,583 8,404 9,036 12,166 14,639
Change (%) 9.4 (10.0) 10.8 7.5 34.6 20.3

Source: Company, YES Sec

Exhibit 7: Cash Flow Statement

Y/E March 2020 2021 2022 2023 2024E 2025E
OP/(Loss) before Tax 10,352 10,179 57,199 12,151 15,045 18,514
Interest/Dividends Received (372) (365) (156) (233) 1,287 1,138
Depreciation & Amortisation 3,626 3,794 4,131 4,558 4,627 4,823
Direct Taxes Paid (2,494) (2,721) (10,472) (3,212) (3,842) (4,623)
(Inc)/Dec in Working Capital 2,155 3,044 (3,479) (4,538) 1,342 (3,346)
Other Items (4,131) 203 (93,957) (242) - -
CF from Oper. Activity 9,136 14,134 (46,733) 8,484 18,460 16,506
Extra-ordinary ltems - - 46,938 - - -
Other Items = = = = = =
CF after EO Items 9,136 14,134 205 8,484 18,460 16,506
(Inc)/Dec in FA+CWIP (4,646) (3,384) (5,795) (3,71¢6) (6,500) (7,000)
Free Cash Flow 4,491 10,750 (52,528) 4,768 11,960 9,506
(Pur)/Sale of Invest. 1,397 (9,385) 8,549 (5,162) (4,994) (4,094)
CF from Inv. Activity (3,249) (12,769) 2,754 (8,878) (11,494) (11,094)
Issue of Equity - - - - 0 (0)
Inc/(Dec) in Debt (30) (244) (67) (101) 66 -
Interest Rec./(Paid) (70) (45) (482) (360) (325) (390)
Dividends Paid (4,986) (1,700) (1,700) - (3,825) (4,250)
CF from Fin. Activity (5,086) (1,989) (2,249) (461) (4,084) (4,640)
Inc/(Dec) in Cash 802 (623) 709 (855) 2,882 772
Add: Beginning Balance 736 1,449 825 1,614 745 3,561
Closing Balance 1,537 825 1,534 759 3,626 4,333

Source- Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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Exhibit 8: Growth and Ratio matrix

Y/E March 2020 2021 2022 2023 2024E 2025E
Basic (INR)

EPS 9.9 8.9 9.9 10.6 14.3 17.2
Cash EPS 14.2 13.4 14.7 16.0 19.8 22.9
Book Value per Share 74.1 81.1 124.7 131.9 141.7 153.9
DPS 4.1 2.0 2.0 4.0 4.5 5.0
Payout (Incl. Div. Tax) % 41.3 22.4 20.2 37.6 314 29.0
Valuation (x)

P/E 19.1 21.2 19.2 17.8 13.2 11.0
Cash P/E 13.4 14.2 12.9 11.9 9.6 8.3
EV/EBITDA 10.2 9.5 7.1 6.2 4.5 3.6
EV/Sales 14 1.3 0.8 0.7 0.5 0.5
Price to Book Value 2.6 2.8 1.5 1.4 i3 1.2
Dividend Yield (%) 2.2 1.1 11 2.1 2.4 2.6
Profitability Ratios (%)

RoE 134 11.0 7.9 8.1 10.1 11.2
RoCE 13.8 11.8 10.0 8.5 10.7 11.9
RolC 21.3 19.4 20.9 18.6 24.0 27.9
Turnover Ratios

Debtors (Days) 30.2 32.3 35.1 31.9 34.0 38.0
Inventory (Days) 81.2 85.3 72.5 74.8 74.8 74.8
Creditors (Days) 38.2 59.9 47.8 38.3 38.3 38.0
Working Capital (Days) 73.2 57.6 59.8 68.3 704 74.8
Gross Fixed Asset Turnover (x) 2.7 2.3 2.6 2.7 2.8 2.7

Leverage Ratio
Debt/Equity (x) - - - - - R

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. 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

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | X research@ysil.in
Website: www.yesinvest.in

Exide Industries Ltd.

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 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 YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited 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.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ 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 YES Securities (India) 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. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.
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2 securities of the subject company(ies) at the end No
of the month immediately preceding the date of
publication of the Research Report

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

Research Analyst has served as an officer, director

or employee of the subject company(ies) NG

YSL has received any compensation from the

subject company in the past twelve months No

YSL has received any compensation for
investment banking or merchant banking or
brokerage services from the subject company in
the past twelve months

No

YSL has received any compensation for products
or services other than investment banking or
merchant banking or brokerage services from the
subject company in the past twelve months

No

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

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

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

Since YSL 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 companyf(ies) in the past twelve months or
associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI)
registered Stock broker holding membership of National Stock Exchange
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is
also a SEBI-registered Category | Merchant Banker, Investment Adviser
and Research Analyst. YSL is also a Sponsor and Investment Manager of
Alternate Investment Fund - Category Il (YSL Alternates) and AMFI
registered Mutual Fund Distributor. The Company is also a registered
Depository Participant with CDSL and NSDL. YSL offers, inter alia,
trading/investment in equity and other financial products along with
various value added services. We hereby declare that there are no
disciplinary actions taken against YSL by SEBI/Stock Exchanges.

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