WWAY2WEALTH Sector - Bearings

Research Desk <»ml

Light_House Update

TIMKEN (INDIA) LTD

@ L J
215t November 2023 CMP -32,945.0 View — ACCUMULATE
Q2FY 24 Result Highlights Important Statistics
> Drop in topline due to seasonality and exports weakness — Revenues Nifty 19,769
declined by 2% YoY and 5% QoQ to ¥6.82bn due to seasonality and continued Sensex 65,895
weakness in exports, partly offset by growth in price realisation and lower input MCAP (X bn) 2215
cost especially steel resulted in EBITDA growth of 2.6% YoY to ¥1.36bn. 52 Week H/L %) 3761/2659
EBITDA margin was at 19.9%, +87 bps YoY and +96bps QoQ. Q2FY24 NSE Code TIMKEN
BSE Code 522113

Revenue Mix (%) — Rail:Mobile (Agri+Trucks):Distribution:Process Equipment:

Exports- 15:25:20:15:25. As per the management, domestic market decline Bloomberg Code TMKN:IN
was due to shrinkage in Rail wagon orders and is likely to remain slow in
Q3FY24 with improvement starting from Jan'24. The export market declined by Shareholding Pattern Sep’23 (%)
9% YoY with slowdown in North American and ASEAN markets.As per the Promoters 57.7
management the Chinese market especially the Wind energy was flattishalong ':IIII: 16961
with the Australian and European markets.Gross margin expanded 177 bps YoY, Public 16.6
mainly driven by commaodity tailwinds. Net profit declined ~5% YoY and +3.2%
QoQ to T930mn. Financials i
»  The foundation work for the new Greenfield facility at Bharuch has been laid (Zmn) g
with orders for equipment been placed. From Jan'25 onwards the order ramp | particulars FY20 FY21 FY22
up likely to take place.The facility will manufacture spherical and cylindrical "Revenue 16,178 14,105 22,032 r.
roller bearings which will aid revenue growth beyond FY25 as the domestic CV  ggrtpa 3,633 2,518 5,106 nQ
segment will likely to have steady growth over the next two years, aided by  £8r7DA Margin (%) 22.5 17.9 23.2 Z
steady demand trends in the replacement segment and fleet operators’” Net Profit 2,461 1,432 3,271 =y
profitability. EPS ) 32.7 19.0 43.5 8
» Indian Railways wagons orderbook looks robust. As per the management, z:: ((2) ig:g 1;:3 1;_'? $
Indian railways would require 80,000 bearings (not Class-K) for 10,000 wagons RoCE (%) 145 9.4 19.4 .
in the near future and with further 30,000 wagons in pipeline. It expects strong  p JE (%) 90.0 154.7 67.7 >
traction to continue led by shift to higher capacity bearings in railways due to  gy;eBrTDA (X) 60.0 87.4 43.4
commissioning of DFC over 3 years. P/BV (x) 14.0 165 13.4 g
»  The management expects improvement in export markets with demand from (-5'
Heavy haulage trucks reaching normal level by May24. As demand from | Particulars FY23  FY24E  FY25E A
Tippers and Heavy haulage trucks improves realisation tends to be better at  Revenue 28,066 29,765 34,568 v
aggregate levels. EBITDA 5,604 5,591 7,985 )
_ _ EBITDA Margin (%) 20.0 188 23.1 P
»  Currently Rail and MHCV has equal revenue share in exports.The management  net profit 3,907 3,749 5,389 o]
targets exports to be 35% of overall revenues from the current 23% as on 30 EPS (%) 52.0 49.8 71.7 (0]
September 2023. DPS ) 15 2.0 25 2l
. ) L ROE (%) 19.2 18.7 20.5 =k
> The company is developing more distributors to enhnace channel management  poce (%) 18.5 208 228 é
in India. P/E (x) 567 594 411
EV/EBITDA (x) 39.3 32.6 26.0
View P/BV (x) 10.9 8.9 7.3
Timken India Q2FY24 performance was impacted by the sustained weakness in the Return (%) 1Yr 3Yr 5Yr
export market and slowdown in wagons demand by Indian railways which is seasonal Timken (18.4) 154.4 498.0
during this time of the year. Medium-term growth prospects remain strong giiven the Nifty 50 8.9 52.9 86.5
cyclical nature of end-product segments (35-40% of its revenue comes from the CV Sensex 7.8 49.5 87.2

segment) and the expected improvement in exports and domestic markets in coming
quarters, we continue to view it as ACCUMULATE stock trading at P/E 41.1x
FY25E EPSI71.7.
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FINANCIAL PERFORMANCE

(% mn)

Particulars  QIFY24  QIFY23  Yov(%)  QIFY24 QoQ(%)  IHFY24  IHFY23 YoV (%)
Revenue 6,820 6,954 (1.9) 7,176 (5.0) 13,996 13,946 0.4
Cost of Matl 2,024 2,967 (31.8) 2,440 (17.0) 4,464 5,214 (14.4)
Stock Purchases 2,249 1,365 64.8 2,049 9.8 4,298 3,032 41.7
Inventories Changes (289) (146) 97.6 (270) 6.7 (559) (271) 106.2
Employee Exps 412 384 7.3 419 1.7) 831 781 6.4
Other Exps 1,068 1,063 0.5 1,181 (9.6) 2,249 2,153 4.5
EBITDA 1,355 1,321 2.6 1,357 (0.2) 2,712 3,037 (10.7)
EBITDA Margin (%) 19.9 19.0 87 18.9 96 19.4 21.8 (240)
Other Income 101 215 (53.1) 93.5 7.9 194.3 321.0 (39.5)
Depreciation 211 217 (2.9) 213 (1.2) 424 435 (2.5)
Finance Cost 9 5 80.6 9 (3.0) 18 9 103.8
PBT 1,236 1,314 (5.9) 1,228 0.7 2,464 2,914 (15.4)
Tax Exps 306 338 (9.5) 327 (6.4) 633 757 (16.4)
Net Profit 930 976 (4.7) 901 3.2 1,832 2,157 (15.1)
EPS (3) 12.4 13.0 (4.7) 12.0 3.2 24.4 28.7 (15.1)

_AsdeofSales  QIFY24  QIFY23 YOV(BPS) QIFY24  QOQ(BPS)  1HFY24  1HFY23 Yo (BPS)
Raw Mat Cost 58.4 60.2 (177) 58.8 (36) 58.6 57.2 142
Gross Profit 41.6 39.8 177 41.2 36 41.4 42.8 (142)
Employee Exps 6.0 5.5 52 5.8 20 5.9 5.6 34
Other Exps 15.7 15.3 38 16.5 (80) 16.1 15.4 63

Source: Company, Way2Wealth Research
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FINANCIALS & VALUATIONS
(% mn)
Revenue 11,172 12,518 16,644 16,178 14,105 22,032 28,066 29,765 34,568
YoY Growth (%) 52 12.0 33.0 (2.8) (12.8) 56.2 274 6.1 16.1
EBITDA 1,580 1,633 2,886 3,633 2,518 5,106 5,604 5,591 7,985
EBITDA Margin (% ) 14.1 13.0 17.3 22.5 17.9 23.2 20.0 18.8 23.1
Net Profit 972 920 1,486 2,461 1,432 3,271 3,907 3,749 5,389
YoY Growth (%) 5.8 (5.4) 61.6 65.6 (41.8) 128.4 19.5 (4.1) 43.7
EPS ) 12.9 12.2 19.8 32.7 19.0 43.5 52.0 49.8 71.7
DPS (%) 1.0 1.0 1.0 50.0 1.5 1.5 1.5 2.0 2.5
RoE (%) 15.7 13.1 11.1 15.6 10.7 19.7 19.2 18.7 20.5
RoCE (%) 14.7 12.3 11.8 14.5 9.4 19.4 18.5 20.8 22.8
Debtor Days 63 65 66 66 96 89 75 80 75
Inventory Days 110 123 125 66 95 93 125 118 104
Creditor Days 92 99 92 63 106 71 76 74 73
Cash Balances 184 268 240 4,167 1,742 182 1,617 4,629 4,997
FCF 331 (334) 1,314 2,406 1,104 (474) 2,791 699 3,348
P/E (x) 240.8 149.0 90.0 154.7 67.7 56.7 59.1 41.1 240.8
EV/EBITDA (x) 135.8 76.8 60.0 87.4 43.4 39.3 32.6 26.0 135.8
P/BV (x) 31.5 16.5 14.0 16.5 13.4 10.9 8.9 7.3 31.5
Net Debt/Equity (x) 0.1 0.0 0.0 (0.2) (0.1) 0.0 (0.1) (0.1) (0.1)

Source: Company, Way2Wealth Research
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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.
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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 TIMKEN (INDIA) LTD as on 21 November 2023
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Name of the Security TIMKEN (INDIA) 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

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.

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 IAs) and certification from NISM in no way guarantee
nerformance nf the intermediarv ar nravide anv acciirance nf retiirng tn investors
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