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Key Result Highlights — Q2FY19

Rane (Madras) Ltd (RML) recently declared its Q2FY19 results. Following are the key
highlights of Q2FY19 (Consolidated Basis):

o Net Sales rose 16.0% (YoY) to 4.0bn
o EBITDA Margins contracted by 95bps (YoY) to 9.2%
o PAT de-grew 10.9% (YoY) to ¥68.2mn

Concall & Earnings Highlights

HOLD
Nifty 11,583
Sensex 35,144
Key Stock Data
CMP 3473
Market Cap (Bn) 35.49
52W High/Low 1,050/422
NSE Code RML
BSE Code 532661
Shareholding Pattern Sep 2018
Promoters 61.67%
Flls & Dlls 0.07%
Public & Others 38.26%

(T mn)

Particulars FY18 FY19E FY20E
Sales 12,119 13,910 15,988
Growth (%) 20.8 14.8 14.9
EBITDA 1,339 1,618 2,051
OPM(%) 11.0% 11.6%  12.8%
PAT 418 587 865
EPS ) 36.0 50.6 74.5
P/E(x) 13.1 9.3 6.3

Standalone Basis

Source: Company, Way2Wealth Inst. Equity.
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Robust demand from domestic and Export market for Steering and Linkages division
— During the quarter, the Company witnessed strong demand in passenger vehicle
segment for its steering and linkages division amidst gain in market share in from manual
steering business. Demand for Steering and Llinkages division was also strong from
International customers. RML introduced new products during the quarter in hydraulic
steering and added Escorts and Swaraj Mazda as its customers. The company’s hydraulic
steering business grew almost 90% over same quarter last year.

Muted Operating Performance of domestic Die-casting division — RML witnessed lower
offtake on served models for its die-casting products from North American market. The
company has re-iterated that it needs to fill up its order book in order to improve the
capacity utilization as the capacity utilization is only 65-70% currently. In HIFY19, no
new business has been won by RML. It expects capacity utilization to gradually improve
over the next 2 years. No capex is expected in the die-casting division over the next
couple of years due to low capacity utilization at present.

Aftermarket sales grew on a low base — The management has guided for a growth of
10% in the aftermarket segment over the next few years.

Update on Rane Precision Die-Casting Inc.-

o0 Rane Precision Die Casting (RPDC) witnessed improved operational performance
over Q1FY19. However, RPDC experienced cost overruns towards utilities, repairs
and tooling maintenance. RPDC is focusing on new business wins and reduce
rejections and overtime. There has been no major breakthrough so far in acquiring
new business; however the management has indicated that it is in advanced talks
with 1-2 customers.

o The improvement in quarterly performance is due to provisions made in earlier
quarters which RPDC did not subsequently incur and hence the provisions have been
reversed. The management has stated that it cannot guarantee better QoQ
performance of RPDC, however the management is far more optimistic now than the
earlier conference call about the future prospects of RPDC. The management has
stated that it may require more capital for RPDC.

o The management has indicated that it now requires 4-5 years to turn around the
business instead of the earlier stated 3 years. Further, the revenue target of $34mn
over 5 years stated at the time of acquisition has been pushed forward by 1-2
years.

View and Valuation

Tel: +9122-66638972

chintangupta@way2wealth.com

At 473, RML is trading at a PE of 6.3x FY20E and EV/EBITDA of 3.1x FY20E on «
standalone basis. Though we are optimistic on the company’s standalone business and find the
valuations attractive, we are cautious on the company’s subsidiary RPDC as the subsidiary’s
turnaround depends on winning new contracts and no major cost overruns going chead. We
await positive commentary on RPDC from the management before advising investors to
accumulate the stock. We advise investors to HOLD the stock.
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Particulars Q2FY19 Q2FY18 YoY% QIFY19 QoQ%
Sales 3,529 2,966 19.0% 3,439 2.6%
Material Consumed 2,215 1,814 22.1% 2,206 0.4%
Staff Cost 383 342 11.9% 375 2.1%
Other expenditure 558 491 13.5% 541 3.2%
Total Expenditure 3,156 2,648 19.2% 3,121 1.1%
EBITDA 373 317 17.5% 317 17.5%
Depreciation 133 121 9.2% 123 8.1%
EBIT 240 196 22.6% 195 23.4%
Interest 71 77 -7.3% 64 10.3%
Other Income 32 8 305.8% 73 -56.1%
PBT 201 127 58.3% 203 -1.0%
Tax 63 43 46.6% 69 -8.1%
PAT 138 84 64.2% 134 2.6%
Exceptional items 0 0 NA 0 NA
Reported Profit 138 84 64.2% 134 2.6%
EPS ) 11.9 7.2 64.2% 11.6 2.6%
Margins Q2FY19 Q2FY18 YoY (bps) QI1FY19 QoQ (bps)
Gross margins 37.2% 38.8% (159) 35.9% 137
EBITDA 10.6% 10.7% (14) 9.2% 134
PAT 3.9% 2.8% 108 3.9% 0
Tax Rate 31.4% 33.9% (250) 33.8% (242)
Sales Mix Q2FY19 Q2FY18 YoY % QI1FY19 QoQ%
Market wise

Domestic OEM & OES 67% 65% 2% 68% 1%
Intl OEM 20% 21% -1% 22% -2%
India Aftermarket 13% 14% 1% 10% 3%
Vehicle Segment wise

Passenger Car 35% 39% -4% 37% -2%
Multi-Utility Vehicle 16% 16% 0% 15% 1%
Farm Tractors 19% 20% 1% 18% 1%
M&HCV 15% 11% 4% 15% 0%
LCV& SCV 13% 12% 1% 13% 0%
MPV 2% 2% 0% 2% 0%

Source: Company, Way2Wealth Inst. Equity
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Particulars Q2FY19 Q2FY18 YoY% Q1FY19 QoQ%
Sales 3,999 3,447 16.0% 3,942 1.4%
Material Consumed 2,386 1,970 21.1% 2,368 0.7%
Staff Cost 560 549 2.0% 597 -6.3%
Other expenditure 685 578 18.6% 698 -1.9%
Total Expenditure 3,630 3,097 17.2% 3,664 -0.9%
EBITDA 369 351 5.2% 279 32.4%
Depreciation 165 148 11.8% 153 7.8%
EBIT 204 203 0.4% 125 62.5%
Interest 86 89 -2.9% 77 11.2%
Other Income 14 5 164.2% 61 -77.8%
PBT 131 120 9.8% 110 19.9%
Tax 63 43 46.6% 69 -8.1%
PAT 68 77 -10.9% 41 67.2%
Exceptional items 0 0 NA 0 NA
Reported Profit 68 77 -10.9% 41 67.2%
EPS ) 5.9 6.6 -10.9% 3.5 67.2%
Margins Q2FY19 Q2FY18 YoY (bps) QI1FY19 QoQ (bps)
Gross margins 40.3% 42.8% (250) 39.9% 42
EBITDA 9.2% 10.2% (95) 71% 216
PAT 1.7% 2.2% (51) 1.0% 67
Tax Rate 48.1% 36.0% (1207) 62.8% (1467)

Source: Company, Way2Wealth Inst. Equity
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(T mn.)
Income Statement FY16 FY17 FY18 FY19E FY20E Balance Sheet FY16 FY17 FY18 FY19E FY20E
Net sales 8,609 10,033 12,119 13,910 15,988 Equity capital 105 105 116 116 116
YoY (%) 10.5 16.5 20.8 14.8 14.9 Preference Capital 82 82 0 0 0
Reserves 1,419 1,582 2,548 2,901 3,420
Raw material cost 5,068 5,863 7,435 8,590 9,793 Net worth 1,606 1,769 2,664 3,017 3,536
Employee Cost 983 1,156 1,351 1,552 1,753 Loans 2,788 2,594 2,574 2,474 2,374
SGA cost 1,778 2,061 1,995 2,150 2,392 Def Tax Liability 80 89 22 22 22
Total expenses 7,828 9,079 10,780 12,292 13,937 Total Liabilities 4,474 4,453 5,260 5,512 5,931
EBIDTA 781 954 1,339 1,618 2,051 Gross block 5,264 5,750 6,574 7,274 8,274
EBIDTA (%) 9.1 9.5 11.0 11.6 12.8 Less: Acc. Dep. 2,203 2,646 3,145 3,706 4,335
YoY (%) 13.9 22.1 40.3 20.9 26.8 Net block 3,061 3,104 3,428 3,568 3,938
CWIP 74 271 140 140 140
Depreciation 394 467 499 561 629 nyesiments 2 2 2 2 2
EBIT 387 487 840 1,058 1,422 Inventories 934 1,003 1,358 1,577 1,878
Interest 190 271 294 275 252 Debtors 1,218 1,475 2,134 2,363 2,628
Other income 16 20 56 75 93 Cash 28 35 58 146 208
PBT 214 237 602 858 1,263 Other current assets 223 135 812 932 1072
(-) Tax 46 47 184 270 398 Loans and advances 516 735 492 565 650
Tax/ PBT 21.4 19.9 30.5 31.5 31.5 Current assets 2,917 3,483 4,854 5,583 6,436
PAT 168 190 418 587 865 Current liabilities 1,550 2,285 3,051 3,641 4,425
YoY (%) 7.1 12.9 120.5 40.5 47.2 Provisions 30 122 114 139 160
PAT (%) 2.0% 1.9% 3.5% 4.2% 5.4% Net current assets 1,338 1,076 1,689 1,803 1,851
Extraordinary (27) 0 0 0 0 Misc. Expenditure 0 0 0 (0] (0]
Reported PAT 140.9 190 418 587 865 Total Assets 4,474 4,453 5,260 5,512 5,931
Key Ratios FY16 FY17 FY18 FY19E FY20E Cash Flow FY16 FY17 FY18 FY19E FY20E
EPS (Std) 16.0 18.0 36.0 50.6 74.5 Net profit 141 190 418 587 865
Book value 152.8 168.3 229.5 259.9 304.6 Depreciation 394 467 499 561 629
DPS 5.0 8.0 12.0 16.9 24.8 Deferred tax 3 0 0 0 0
Change in working cap -382 268 -590 -25 14
P/E 13.1 9.3 6.3
EV/EBDITA (x) 6.0 48 a1 Cash from Operations 183 933 327 1,123 1,508
P/B (x) 2.1 1.8 1.6
EV/S 07 0.6 0.5 Capex -826 -645 -693 -700  -1,000
Investments -2 0 0 0 0
Div. Yield 2.5% 3.6% 5.2% Cash from Investments -827 -645 -693 -700  -1,000
ROCE 8.8% 10.3% 14.7% 16.0% 19.5% Free Cash Flow -642 288 -366 423 508
ROE 10.7% 11.2% 18.9% 20.7% 26.4%
Dividend and Other -64 -88 481 -235 -346
Debt-equity (x) 1.7 1.5 1.0 0.8 0.7 el ety 0 0 71 0 0
Current Ratio 1.8 1.4 1.5 1.5 1.4 Debt 704 193 21 100 100
Gross Asset Turnover 1.8 1.8 2.0 2.0 2.1 Cash from Financing 640 281 389 333 446
Working Capital Days 47 43 40 43 38
W/C % of sales 15% 10% 13% 12% 10% e T el i 4 Z il =
Opening cash 32 28 35 58 146
Revenue /day 21 24 33 38 44 Closing cash 28 35 58 146 208
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Disclaimer

Analyst Certification:l, Chintan Gupta, 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 Chintan Gupta, 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 in Rane (Madras) Ltd. as on November 14, 2018

Name of the Security Rane (Madras) Ltd.
Name of the analyst Chintan Gupta
Analysts’ ownership of any stock related to the information No
contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No 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.
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