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Q1FY24 Result Highlights Important Statistics
> Q1FY24 impacted by lower volumes mainly on account of production MCAP (% bn) 3459.1
and logistical challenges — Balkrishna Industries (BIL) reported Q4FY23 52 Week H/L ) 2569/ 1801
topline of ¥21.59bn, -17.6% QoQ and -6.8% YoY with volume de-growth of ';g: gg:: BA;E;‘;?{SND

19.2% YoY & 7.5% QoQ to 67.21k tonnes and small ASP growth of 2% YoY
(-0.8% QoQ) mainly on account of production and logistical challenges due to

Biparjoy cyclone (lost 4-5k MT of production), partial pass-through of price Shareholding Pattern Jun'23 (%)

benefits to the end-consumers, reduction in freight surcharge as well as Promoters 58.3

unwinding of channel inventory in developed markets. EBITDA at ¥5.1bn grew DIIs 21.0

12.8% YoY and 4.4% QoQ with margin at 23.2%, +625 bps YoY and +249 FIIs 12.4

bps QoQ on account of RM tailwinds and a higher mix of OTR segment. Public 8.3

Gross margins saw slight decline of 40 bps YoY and growth of 253 bps QoQ

to 51.8%. EBITDA per kg stood at ¥74.5/kg, +39.6% YoY and +12.9% on a Financials

QoQ basis. The company expects RM basket to remain stable in Q2FY24 with & mn)

similar margins sustaining in the near term. The company guided that the _Particulars FY20 FY21 FY22

realizations will further decline to around ¥300-305 per kg as the company Revenue 48,112 57,832 82,951

might have to pass on the benefits to end customers and price cuts to fend E_.gg.gﬁ Margin(%) 12’27 61.3 18’312; 205’:3

off market share lose with increase in competitive intensity on account of et Profit 9,597 11,775 14,354

muted demand trends across the markets. Net profit was at ¥3.32bn, +8.1% EPS ) 49.6 60.9 74.3

YoY & +27.7% QoQ. The company declared 1stdividend of ¥4 per share (FV- RoE (%) 19.9 21.4 20.7

22/-). RoCE (%) 185 19.5 20.5

P/E (x) 47.8 39.0 32.0

> Volume mix by geographies in Q1FY24: Europe — 44.8%, America — EV/EBITDA (x) 36.9 25.9 24.1

15.3%, India — 31.3% and the RoW — 8.6%. Volume mix segment- P/BV ) 2:2 L7 &6

wise in FY23: Agriculture — 58.5%, OTR-37.8% and Others — 3.7%. Particulars Y23 FY24E  FY25E

OEM-Replacement mix stood at: Replacement — 71.8%, OEM - 26.0% and e TEE e T

0, r r r
others — 2.3%. EBITDA 17,071 17,182 20,165

> In terms of geography, volume decline on a YoY basis was led by 27-37%  EBITDA Margin (%) 175 18.9  20.1
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YoY decline in EU, America and RoW regions, partly offset by 21% YoY ::;I;gﬁt 10’::; 12’2512 15’(7)72

increase in India. In terms of end-segment, agri segment demand remained  poE (%) 14.0 15.6 16.7

weak with 26% YoY decline in volumes whereas OTR segment witnessed 7%  RoCE (%) 12.6 13.8 16.6

YoY declined in volumes. Replacement segment volumes declined by 17%  P/E (x) 43.4 36.4 30.6

YoY while OEM segment volumes declined by 24% YoY in Q1FY24. EV/EBITDA (x) 29.0 20.2 17.1

P/BV (x) 6.1 5.4 4.8

> Channel inventory has been destocked during Q1FY24 and currently remains  Sorce: Company, Way2Wealth

at normal levels for the company. The company expects demand trends to

remain weak in Europe and Americas markets in Q2FY24 on account of Relative Comparison

severe heat waves and recessionary pressures. However, the management

expects Europe demand to normalize by 2HFY24, while Americas to continue . A

on the same performance trajectory as FY23. ";,}%‘«'4 *f!"q‘v-lf-“ﬁ/'{'. '«’\" "“:\‘,ﬂ"fvhrﬂ-‘{-'.‘vﬁl{‘“'!‘h‘
» Capex spend is estimated at ¥5.5-6bn for FY24. Out of this, routine

maintenance capex will be ¥2.5-3bn. The balance will be spent towards new

product development such as rubber tracks, giant solid tires to widen product & & & & & g 888 “‘:; § 8 8
basket in end markets along with higher investments in brand building and f f g z 2 g § = fa‘ = g < f
marketing efforts which is required to reach market share goal of 10%. This - ° -° c° ° °
market share aspiration will be reached in 3-4 years post next round of capex Balkrishna Inds CNXNIFTY
getting commercialized as per the company. Source: Company, Way2Wealth

» EUR:INR hedge rate stood at I87-88 for FY24. The company has a natural Jayakanth Kasthuri
hedge of USD currency. Gross debt is around ¥28.5bn as of 30 June 2023 jayakanthk@way2wealth.com
with 75% of debt is used for working capital with cash and balances at Ph:022-4019 2914

%22.45bn. Carbon black plant utilisation at 85-90%.
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We are likely to witness gradual recovery especially in Europe and America for
the agri-segment volumes considering terms of trade deteriorating for farmers on
account of weaker crop output due to heat wave. The competition intensity is
also up leading to impact on volumes and realisation. Given that the RM basket
benefits have been realised, we expect margin recovery to be driven by operating
leverage benefits (2HFY24 onwards), a richer product mix (higher mix of OTR
segment) and better hedge rate. However, if the demand scenario is persistently
weak, the company may have to pass on the benefits to end-consumers, which
may delay margin recovery. Margin recovery will be driven by operating leverage
benefits, a richer product mix and favorable hedge rates, partly offset by elevated
competitive intensity, which may put pressure on pricing. The cost pressures
have eased over past two quarters and India business continues to perform well
with new business wins; however, demand trends in Europe and the US remain
muted currently. Hence, we continue to maintain our ACCUMULATE
stance with stock trading at P/F 30.6x FY25E EPS of 377.7.
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FINANCIAL & OPERATING PERFORMANCE
(Z mn)
Particulars Q1FY24 Q1FY23 YoY (%) Q4FY23  QoQ (%) FY23 FY22 YoY (%)
Volume (tonnes) 67,209 83,153 (19.2) 72,676 (7.5) 301,181 288,795 4.3
Realisation (¥ / Kg) 321.3 315.0 2.0 318.8 0.8 324.0 287.2 12.8
Revenue 21,593.5 26,194.3 (17.6) 23,170.1 (6.8) 97,595.3 82,951.2 17.7
Cost of matl 10,293.4 13,779.3 (25.3) 11,363.6 (9.4) 48,041.9 39,578.8 21.4
Stock Purchases 295.2 233.2 26.6 297.3 (0.7) 1,062.5 775.3 37.0
Inventory Changes (188.1) (1,501.1) (87.5) 85.0 (321.3) 48.7 (2,575.7) 101.9
Employee Costs 1,186.3 1,188.2 (0.2) 1,149.9 3.2 4,594.3 4,300.7 6.8
Other Exps 4,997.4 8,054.9 (38.0) 5,476.7 (8.8) 26,776.8 20,784.6 28.8
EBITDA 5,009.3 4,439.8 12.8 4,797.6 4.4 17,071.1 20,087.5 (15.0)
EBITDA Margin (%) 23.2 16.9 625 20.7 249 17.5 24.2 (672)
Other Income 1,057.6 1,057.2 0.0 570.1 85.5 3,465.3 4,379.2 (20.9) 2
Depreciation 1,552.9 1,292.7 20.1 1,556.5 (0.2) 5,708.1 4,553.7 254 %’
Finance Cost 217.1 29.5 635.9 261.0 (16.8) 480.4 91.5 425.0
Exceptional Item - - - - - - - - _l_.,
PBT 4,296.9 4,174.8 2.9 3,550.2 21.0 14,347.9 19,821.5 (27.6) 'g.
Tax 978.2 1,105.2 (11.5) 952.2 2.7 3,773.9 5,467.7 (31.0) (o
Net Profit 3,318.7 3,069.6 8.1 2,598.0 27.7 10,574.0 14,353.8 (26.3) g
EPS () 17.2 15.9 8.1 13.4 27.7 54.7 74.3 (26.3) 5
D
As % of Sales Q1FY24 Q1FY23 YoY(bps) Q4FY24 QoQ(bps) FY23 FY22 YoY(bps) !
Matl Cost 48.2 47.8 40 50.7 (253) 50.4 45.5 482 >
Gross Profit 51.8 52.2 (40) 49.3 253 49.6 54.5 (482) O
Employee Exps 5.5 4.5 96 5.0 53 4.7 5.2 (48) E.
Other Exps 23.1 30.8 (761) 23.6 (49) 27.4 25.1 238 (@)
Source: Company, Way2Wealth ~
o
_Segmental volume mix (%) FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 Q1FY24 3
Agriculture 63.0 62.4 62.4 61.1 61.5 64.0 65.5 62.7 58.5 ()
OTR (Industrial, mining, construction) 33.7 33.8 33.8 35.5 35.0 32.0 31.1 34.2 37.8 2
Others 3.3 3.8 3.8 3.4 3.5 4.0 3.3 3.1 3.7 ~
<
Channel-wise mix (%) FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 Q1FY24 o
OEM 23.5 23.5 25.6 26.9 25.5 26.0 27.7 27.9 26.0
Replacement 74.2 73.8 71.4 71.2 71.5 70.0 69.1 69.5 71.8
Off-take (contract manufacturing) 2.3 2.7 3.0 1.9 3.0 4.0 3.3 2.6 2.3
_Region-wise mix (%) FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 Q1FY24
Europe 55.2 54.2 53.9 50.4 51.0 50.0 53.9 50.5 44.8
America 15.4 15.3 15.0 16.7 17.0 15.0 17.3 17.9 15.3
Rest of World 14.8 14.9 14.7 14.6 12.0 12.0 11.9 10.0 8.6
India 14.6 15.6 16.4 18.3 20.0 23.0 17.6 21.6 31.3

Source: Company, Way2Wealth
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FINANCIALS & VALUATIONS
(Z mn)
Volume (tonnes) 172,420 199,213 211,261 201,760 227,132 288,795 301,181 298,663 324,337
YoY Growth (%) 16.9 155 6.0 (4.5) 126 27.1 4.3 (0.8) 8.6
Realjsation (< /Kg) 219 224 247 238 255 287 324 305 310
YoY Growth (%) (1.6) 2.0 10.1 (3.3) 6.8 12.8 128 (5.9) 1.6
Revenue 37,838 44,610 52,100 48,112 57,832 82,951 97,595 91,092 100,544
YoY Growth (%) 15.0 17.9 16.8 (7.7) 20.2 43.4 17.7 (6.7) 104
EBITDA (Xmn) 11,310 11,016 13,021 12,713 18,104 20,088 17,071 17,182 20,165
EBITDA Margin (%) 29.9 24.7 25.0 26.4 31.3 24.2 17.5 18.9 20.1
YoY Growth (%) 37.5 (2.6) 182 2.4) 42.4 11.0 (15.0) 0.6 174
Net Profit (mn) 7,169 7,358 7,737 9,597 11,775 14,354 10,574 12,616 15,021
EPS }) 371 38.1 40.0 49.6 60.9 74.3 54.7 65.3 77.7
DPS (%) 8.0 10.0 8.0 21.0 18.0 28.0 16.0 20.0 24.0
ROE (%) 21.8 19.0 17.7 19.9 214 20.7 14.0 15.6 16.7
RoCE (%) 17.4 18.5 14.9 18.9 20.8 14.1 10.7 13.8 16.6
Net Debt/Equity (x) 0.4 0.2 0.2 0.2 0.2 0.4 0.5 (0.1) (0.1)
FCF 7,867 4,013 1,697 4,989 5,496 (4,655) (3,145) 14,692 15,124
Cash Balances 248 334 656 691 752 517 763 6,073 7,543
Debtors Days 47 38 36 44 48 48 42 50 46
Inventory Days 110 48 52 46 59 72 57 56 56
Creditors Days 115 32 27 28 41 36 37 36 35
P/E (x) 64.0 62.4 59.3 47.8 39.0 32.0 43.4 36.4 30.6
EV/EBITDA (x) 41.8 42.5 35.9 36.9 25.9 24.1 29.0 20.2 17.1
P/BV (x) 13.0 11.2 9.9 9.2 7.7 6.6 6.1 5.4 4.8

Source: Company, Way2Wealth
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation
of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s),
principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth Brokers
Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business.
Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to
engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for every
individual and are solely for the informational purposes of the readers. This material does not take into account the specific objectives, financial situation or
needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients as
customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable in the
relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

The report is based upon information obtained from 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. Way2Wealth or any of its affiliates or employees makes no warranties, either express or
implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose,
accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any of
its affiliates or employees 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. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any
damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not
Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not
limited to the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an
economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and
diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell or
a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this material may be copied or
duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit,
redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and
employees including persons involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or
otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement BALKRISHNA INDUSTRIES Ltd. as on 08 August 2023
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Name of the Security BALKRISHNA INDUSTRIES Ltd
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information

contained

Financial Interest No

Analyst : No

Analyst’s Relative : Yes / No

Date of buying :g
Analyst’s Associate/Firm : Yes/No

Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained

Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of |As) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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