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Rane (Madras) Ltd (RML) Q2FY18 standalone results were better than our expectations.

Following are the key highlights of Q2FY18:

Key Stock Data

O Net Sales Up by 16.7% (YoY) to €2.9bn

CMP 3755
Market Cap (Bn) 7877 O EBITDA Margins expanded by27bps (YoY) to 10.7%
52W High,/Low 825/385 O PAT increased by 21.1% (YoY) to ¥84.0mn
NSE Code RML . .

Concall Highlights
BSE Code 532661

» Robust demand from domestic and Export market for Steering and Linkages division
Shareholding Pattern Sep 2017 — During the quarter, the Company witnessed strong demand from all Indian OE
DA 61.79% customers across vehicle segments for its steering and linkages division. Demand for
Fils & Dlls 0.06% Steering and Linkages division was also strong from International customers. The
Public & Oth 3.8152/ Company also witnessed demand revival in Indian Aftermarket segment (6% YoY
ublic thers o ()

(T mn)

growth) post implementation of GST. Capacity utilisation remains high for Steering and
Linkages division.

Muted demand for Die-casting products — RML witnessed lower offtake from
international customers for its die-casting division. Management is expecting a de-

YEAR FY17  FY18E  FY19E growth for its die-casting division in FY18. However, significant improvement in quality
Sales 10,033 11,064 12,366 and delivery performance with key customers has been made during the quarter.
EBITDA 054 1120 1312 Management expects a turnaround in its die-casting division in the next 12 months
' ' through better capacity utilization (currently 60-65%) and double-digit EBITDA margins

OPM(%) 9.4% 10.2% 10.6% . e

(currently EBITDA neutral/slightly positive).
PAT 190 334 497 . . . . . . . . .

RML is witnessing higher growth in power steering division for application in tractors
2o 50 288 =20 though its market share remains low.
P /E(x) 41.9 26.3 17.6

Current EBITDA margins are likely to be sustainable going forward.

Employee Cost was 21% higher in Q2FY18 compared to Q2FY17. 12% of the same
was due to volume pick-up (variable cost) and 8-9% was the normal salary hike given
to employees during the quarter.

High Growth driven strategies — Going forward RML management plans to achieve
robust business growth through a) targeting new business in passenger car segment and
hydraulics products in India b) Identifying new Indian customers for its Die casting
business c) Continue to introduce new products and expand the product range in
domestic aftermarket e) Pursue new customers for steering gears and achieve
breakthrough in ball joints, expand the die-casting portfolio to Europe and achieve
operational breakeven in RPDC business in USA.

» Additional Earning Triggers in place —

O We have not consolidated the financials of recently acquired Company in USA by
RMS. Management expects a turnaround in Precision Die-casting in the next 18
months.

O RML has closed down a manufacturing plant in Chennai. Surplus land bank from this
plant has a potential value of I1.5bn. The Company plans to monetize the said
land bank in the next 9-12 months. This initiative may bring down RML’s overall
debt of ~%2.5bn (as at Sep-17) debt sharply resulting in lower leverage and
interest outflow which will aid the earnings of the Company. The management aims
to bring down the Debt/Capital Employed from 55% currently to 45% in the next
2-3 years.

Views And Valuations

Chintan Gupta

At X755, RML is trading at a PE of 17.6x FY19E and EV/EBITDA of 7.7x FY19E. We find
RML’s long term prospects attractive and hence advice investors to HOLD the stock.

Tel: +9122-66638972

chintangupta@way2wealth.com
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Particulars

Sales

Material Consumed
Staff Cost

Other expenditure

Total Expenditure

EBITDA
Depreciation

EBIT

Interest

Other Income
PBT

Tax

PAT

Exceptional items

Reported Profit

EPS ()

Margins
Gross margins
EBITDA

PAT

Tax Rate

Q2FY18 Q2FY17
2,966 2,541
1,814 1,547

342 283
491 445
2,648 2,276
317 265
121 112
196 153
77 72

8 5

127 86
43 17

84 69

0 0

84 69
7.23 6.60
Q2FY18 Q2FY17
39% 39%
10.7% 9.2%
2.8% 1.7%
34% 20%

YoY%

16.7%
17.3%
20.9%
10.3%
16.4%

19.8%
8.9%
27.8%
6.3%
54.5%
47.3%
154.8%
21.1%
NA
21.1%

9.6%

YoY (bps)
(28)

27

10

1431

QIFY18

2,495
1,567
309
392
2,267

227
120
107
83
9
33
5
27
0
27

2.59

QI1FY18
37%
9.1%
1.1%
16%
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QoQ%

18.9%
15.8%
10.8%
25.5%
16.8%

39.7%
0.8%
83.6%
-8.0%
-14.7%
290.0%
705.8%
208.3%
NA
208.3%

179.2%

QoQ (bps)
162

159

174
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Income Statement FY15 FY16 FY17  FY18E FY19E Balance Sheet FY15 FY16 FY17  FY18E  FY19E
Net sales 7,789 8,609 10,033 11,064 12,366 Equity capital 105 105 105 116 116
YoY (%) 7.2 10.5 16.5 10.3 11.8 Preference Capital 82 82 82 0 0

Reserves 1,350 1,419 1,582 2,405 2,753
Raw material cost 4566 5068 5863 6,388 7,090 Net worth 1,587 1,606 1,769 2,521 2,869
Employee| Gost 873 983 1,156 1,274 1,424 Loans 2,084 2788 2,594 2,394 1,544
SGA cost 1,664 1,778 2,061 2273 2,540 Def Tax Liablity 49 80 89 89 89
T . 7,103 7,828 9,079 9,935 11,054 Total Liabilities 3,670 4,474 4,453 5,004 4,502
EBIDTA 686 781 054 1,129 1,312 Gross block 4,260 5,264 5,750 6,050 6,550

Less: Acc. D 1,843 2,203 2,646 3,146 3,661
EBIDTA (%) 8.8 9.1 9.5 10.2 10.6 s ! ’ ! ' !

Net block 2,416 3,061 3,104 2,904 2,890
YoY (%) 0.5 13.9 22.1 18.4 16.1

CWIP 295 74 271 271 271

Investments 0 2 2 2 2
Depreciation 334 394 467 500 515
EBIT 352 387 487 630 797

Inventories 863 934 1,103 1,583 1,602
Interest o2 o0 24 2k 15 Debtors 1,047 1,218 1,475 1,424 1,389
Other income 11 16 20 61 82 Cash 32 28 35 301 172
PBT 201 2 Zi i = Other current assets 224 223 135 234 261
(-) Tax 44 46 47 143 223 Loans and advances 293 516 735 495 553
Lo Do 2L Zl2 110 E el Current assets 2,558 2917 3,483 4,038 3,976
PAT 157 168 190 334 497 Current liabilities 1,513 1,550 2,285 2,092 2,510
YoY (%) (40.2) 7.1 12.9 76.1 48.8 Provisions 87 30 122 118 127
PAT (%) 2.0% 2.0% 1.9% 3.0% 4.0% Net current assets 959 1,338 1,076 1,827 1,340
Extraordinary (32) (27) 0 0 0 Miscell. Expen 0 0 0 0 0
Reported PAT 124 141 190 334 497 Total Assets 3,670 4,474 4,453 5,004 4,502
Key Ratios FY15 FY16 FY17  FY18E  FY19E Cash Flow FY15 FY16 FY17 FYI8E FY19E
EPS (Std) 14.9 16.0 18.0 28.8 42.8 Net profit 124 141 190 334 497
Book value 146.3 152.8 168.3 217.2 247.2 Depreciation 334 304 467 500 515
DPS 5.0 5.0 2.0 7.2 10.7 Deferred tax A4 3 9 0 0

Change in working cap -23 -382 268 -484 358
P/E 41.9 26.3 17.6

Cash from Operations 480 183 933 349 1,369
EV/EBDITA (x) 11.9 9.6 7.7
P/B (x) 4.5 3.5 3.1
EV/S 1.1 1.0 0.8 Capex -828 -826 -634 -300 -500

Investments 0 -2 0 0 0
Yield 0.7% 0.7% 0.3% 1.0% 1.4% Cash from Investments -828 -827 -634 -300 -500
ROCE 9.4% 8.8% 10.3% 11.6% 13.8% Free Cash Flow -348 -642 299 49 869
ROE 10.7% 10.7% 11.2% 15.6% 18.4%

Dividend and Other -64 -64 -25 -100 -149
Debt-equity (x) 1.4 1.7 1.5 0.9 0.5 o ooy 0 0 0 518 0
Current Ratio 0.2 0.3 0.3 0.2 0.2

Debt 411 704 -267 -200 -850

Cash from Financing 347 640 -293 218 -999
Gross Asset Turnover 2.0 1.8 1.8 1.9 2.0
Working Capital Days 43 47 43 42 40
W/C % of sales 12% 15% 10% 14% 9% et T el =0 = % 207NNRTE0
Revenue /day 20 21 24 27 30 Opening cash 32 32 28 35 301
other income as % PBT 5% 7% 8% 13% 11% Closing cash 32 28 35 301 172
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Disclaimer

Analyst Certification: I, 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 December 8, 2017

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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