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Amara Raja Batteries

Results mixed; Maintain BUY

Summary

Amara Raja’s Q2FY22 result was a mixed bag as its sales was ahead of our estimate
while EBITDA was lower than our forecast. Amara Raja’s sales increased by 17% YoY to
Rs22 bn as automotive and industrial sales rebounded. However, sharp increase in
prices of raw material (lead) led to sharp contraction in margins. Its EBITDA declined by
21% YoY to Rs2,689 mn; EBITDA margins fell by 570 bps YoY and 138 bps QoQ to 11.9%.
Net profit increased 16% QoQ to Rs1.4 bn due to higher other income (59% QoQ to
Rs264 mn).

We broadly maintain our FY22/FY23 sales forecasts. However, we lower our FY22-FY23
EBITDA margin estimates by 110-120 bps to account for higher price of raw materials.
We introduce FY24 estimates in the report and expect sales/EBITDA to grow by
12%/13%, respectively. We now value the stock at a PER of 17x FY24E (earlier 20x
FY23E) EPS to derive a target price of Rs940 (earlier Rs918).

Key Highlights and Investment Rationale

B Automotive segment strong: During Q2FY22, Automotive revenues growth was led
by robust demand from Aftermarket across all product segments. Industrial volume
growth was stable across all segments and volume growth was higher in UPS.
However, supply chain challenges continue to persist in select export markets and
the firm raw material prices will have adverse impact on margins in the near term.

B Recovery likely in H2FY22: While the second wave of Covid-19 has impacted Amara
Raja’s H1FY21 performance, we expect strong recovery in battery sales from H2FY22
and expect further improvement in FY23 mainly led by improvement in demand from
replacement/exports segments.

B OQOutlook: We expect Amara Raja’s sales/EBITDA/net profit to grow at a CAGR of
12%/15%/19%, respectively over FY22-24E. The recent decline in stock price provides
an attractive entry point in the stock in our view ad valuation at 13x FY24 EPS
remains inexpensive in our view.
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Financial snapshot (Rs mn)
Year FY20 FY21 FY22E FY23E FY24E
Revenue 68,392 71,498 85,381 95,200 106,910
EBITDA 10,985 11,157 11,905 13,885 15,716
EBITDA (%) 16.1 15.6 13.9 14.6 14.7
Adj. PAT 6,608 6,468 6,691 8,134 9,445
EPS (Rs) 38.7 37.9 39.2 47.6 55.3
EPS Growth (%) 36.7 (2.1) 3.4 21.6 16.1
PE (x) 18.8 19.2 18.8 15.4 13.3
Dividend Yield (%) 1.5 0.9 1.6 1.9 2.2
EV/EBITDA (x) 11.3 11.0 10.1 8.4 7.1
RoE (%) 18.9 16.4 15.1 16.4 16.9
ROCE (%) 21.3 19.0 16.9 18.8 19.7

Source: IDBI Capital Research;

November 13, 2021



Amara Raja Batteries | Q2FY22 Result Review

@1DBI capital

Exhibit 1: Quarterly Snapshot (Rs mn)
Financial snapshot Q2FY22 Q1FY22 QoQ (%) Q2FY21 YoY (%)
Net sales 22,642 18,859 20.1 19,355 17.0
Total expenditure 19,953 16,360 22.0 15,954 25.1
EBIDTA 2,689 2,499 7.6 3,402 (20.9)
EBIDTA margin (%) 11.9% 13.3% -138bps 17.6% -570bps
Depreciation 986 963 2.4 782 26.1
Interest cost 36 32 13.0 25 43.0
Other income 264 166 59.1 113 134.4
PBT 1,932 1,671 15.6 2,708 (28.6)
Tax 491 431 13.9 695 (29.4)
Adj. net profit 1,441 1,240 16.2 2,013 (28.4)
Adj. EPS (INR) 8.4 73 16.2 11.8 (28.4)

Source: Company; IDBI Capital Research

Exhibit 2: Actual vs estimates (Rs mn)
Q2FY22E Q2FY22A % Variance

Net sales 20,904 22,642 8.3
EBITDA 2,888 2,689 (6.9)
EBITDA margin (%) 13.8 11.9 -194bps
Adj net income 1,500 1,441 (3.9)
Adj EPS 8.8 8.4 (3.9)

Source: Company; IDBI Capital Research

N



Amara Raja Batteries | Q2FY22 Result Review [(w IDB' Caplta'

Exhibit 3: Change in estimates

(%) Chg (%) Chg
Revenue (Rs mn) 83,646 85,381 21 93,265 95,200 2.1 1,06,910
EBITDA (Rs mn) 11,975 11,905 (0.6) 13,586 13,885 2.2 15,716
EBITDA margin (%) 15.1 13.9 -116bps 15.7 14.6 -111bps 14.7
Net profit (Rs mn) 6,938 6,691 (3.6) 7,841 8,134 3.7 9,445
EPS (Rs) 40.6 39.2 (3.6) 45.9 47.6 3.7 55.3

Source: Company; IDBI Capital Research
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales

Growth (%)
Operating expenses
EBITDA

Growth (%)
Depreciation

EBIT

Interest paid

Other income
Pre-tax profit

Tax

Effective tax rate (%)
Minority interest
Net profit
Exceptional items
Adjusted net profit
Growth (%)

Shares o/s (mn)

95,200 106,910

Cash Flow Statement

Year-end: March
Pre-tax profit
Depreciation

Tax paid

Chg in working capital

Other operating activities

Cash flow from operations (a)

Capital expenditure

Chg in investments

Other investing activities
Cash flow from investing (b)
Equity raised/(repaid)

Debt raised/(repaid)
Dividend (incl. tax)

Chg in minorities

Other financing activities
Cash flow from financing (c)

Net chg in cash (a+b+c)

Fy21
8,734
3,192

(2,299)

(2,190)

(199)
7,237
(5,170)

62

(5,107)

(110)

(1,110

(1,220)

910

FY22E
8,964
3,950
(2,263)
384
(61)
10,974

(5,000)

(5,000)

(2,050)

(2,050)

3,925

FY23E
10,875
4,068
(2,730)
(943)
113
11,382

(5,000)

(5,000)

(2,391)

3,991

(Rs mn)

FY24E
12,627
4,190
(3,172)
(1,176)
113
12,582

(5,000)

(5,000)

(2,733)

4,849
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Balance Sheet

Year-end: March FY21
Net fixed assets 28,540
Investments 71
Other non-curr assets 1,151
Current assets 28,209
Inventories 14,382
Sundry Debtors 7,875
Cash and Bank 1,758

Marketable securities -

Loans and advances -

Other current assets 4,194
Total assets 57,971
Shareholders’ funds 42,103
Share capital 171
Reserves & surplus 41,932
Total Debt 234
Secured loans 234

Unsecured loans -

Other liabilities 2,340
Curr Liab & prov 13,295
Current liabilities 12,109
Provisions 1,186
Total liabilities 15,869

Total equity & liabilities 57,971
Book Value (Rs) 247

Source: Company; IDBI Capital Research

(Rs mn)

FY24E
31,332
71
1,151
45,835
16,644
10,395
14,602

4,194
78,389

59,199
171
59,029
234
234
2,614
16,342
15,082
1,261
19,190
78,389
347

Financial Ratios

Year-end: March

Adj. EPS (Rs)

Adj. EPS growth (%)

EBITDA margin (%)

Pre-tax margin (%)

ROE (%)

ROCE (%)

Turnover & Leverage ratios (x)
Asset turnover (x)

Leverage factor (x)

Net margin (%)

Net Debt/Equity (x)

Working Capital & Liquidity ratio
Inventory days

Receivable days

Payable days

Valuation

Year-end: March
P/E (x)

Price / Book value (x)
PCE (x)

EV / Net sales (x)
EV / EBITDA (x)

Dividend Yield (%)

FY21
37.9
(2.1)
156
12.2
16.4
19.0

13
1.4
9.0

(0.0)

73
40
45

Fy21
19.4
3.0
13.0
1.7
11.1

0.9

FY22E
39.2
3.4
13.9
10.5
15.1
16.9

1.4
14
7.8
(0.1)

57
35
39

FY22E
18.8
2.7
11.8
14
10.1

1.6

FY23E
47.6
21.6
14.6
11.4
16.4
18.8

1.4
13
8.5
(0.2)

57
35
39

FY23E
15.4
2.4
10.3
1.2
8.4

1.9

FY24E
55.3
16.1
14.7
11.8
16.9

19.7

1.4
13
8.8
(0.2)

57
35
39

FY24E
13.3
2.1
9.2
1.0
7.1

2.2
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Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.
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Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for 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 the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital 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 jurisdictions or to certain category of investors. Persons in whose possession this report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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