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Amara Raja 

Unveils the lithium-ion strategy 

We interacted with the top management of Amara Raja Batteries (AMRJ) at their 
analyst meet where the company unveiled its strategy to enter the lithium-ion (li-
ion) segment. AMRJ has outlined a clear strategy to become a significant player in 
the li-ion segment (target ~25% share); the focus will be on the E-2W/3W segment 
initially. After building its primary capability by way of a pilot project over the last 
few years, the company is now looking for a partner to plug the technology gap. It 
has laid out an aggressive capex plan of USD 1bn capex to set up 8-10GWH capacity 
over the next 5 years. We will follow the various strategic announcements on this 
front, especially on the company’s threshold expectation of returns on this project 
as industry leaders globally are operating with thin profitability. AMRJ had recently 
announced management succession plans with 3rd generation inducted in key 
leadership roles. We currently do not have a rating on the name.  

 Targeting ~25% market share; capex outlay of USD 1bn: AMRJ has spent the last 
few years developing its capability in li-ion batteries in a pilot project. It plans to 
set up 8-10GWh capacity (a 25% market share based on AMRJ’s internal 
estimate of 40GWh installed capacity) which will initially cater to the domestic E-
2W/3W segment where the company sees the quickest adoption. This will entail 
a project capex of USD 1bn over the next 5 years (at current cost before the 
govt’s PLI scheme). The company is confident that it will be able to fund the 
project capex with a mix of debt and internal accruals.  

 Various revenue streams for the li-ion segment: AMRJ plans to offer an 
integrated solution that involves cell manufacturing, battery assembly, battery 
management systems (BMS), associated power electronics and setting-up 
charging infrastructure. It believes 70% of the value add happens at the cell 
development stage (~40% is raw material cost; currently all are imported) while 
the balance 30% is for battery assembly. As highlighted earlier, the 2W/3W 
OEMs are currently importing cells while battery assembly or BMS is outsourced 
or managed in-house depending on OEMs’ scale. Most new-age start-ups are 
considering in-house battery assembly due to its proprietary nature. However, as 
the EV industry scales up, we believe there will be a mix of in-house battery 
assembly and direct procurement from players like AMRJ.         

 Lead-acid business to see 15-17% revenue CAGR: AMRJ has guided for an 
ambitious revenue CAGR of 15-17% in its lead-acid portfolio over the medium 
term driven by 1) recovery in the domestic battery segment; 2) punch battery 
technology in the MVLRA segment for UPS application; 3) inorganic activity with 
the consolidation of the lead-acid battery segment. The company expects the 
lead-acid battery industry to see flattish demand till 2030 and the industrial 
segment to see quicker adoption of li-ion. It also sees demand for auxiliary 
batteries (smaller 12V with roughly 1/3 cost of regular battery) in EVs. 

 Topics that need to be addressed: In the PV segment, several OEMs are keen or 
have planned to invest in their own battery technology. Suzuki is working on a 
battery plant in Gujarat while Tata Motors is working with its group company to 
develop its battery capabilities. The only solace is that EV adoption in PVs still 
seems some time away as the largest Indian player hasn't showcased an EV yet. 
The aftermarket segment contributes significantly to AMRJ’s revenues and 
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COMPANY UPDATE 

Sector: Auto Ancillary Rating: NA  

CMP: Rs 785 Target Price: NA 

Stock Info  
Sensex/Nifty 52,773 / 15,869 

Bloomberg AMRJ IN 

Equity shares (mn) 171 

52-wk High/Low Rs 1,025 / 635 

Face value Rs 1 

M-Cap  Rs 134bn/ USD 0.9bn  

3-m Avg volume USD 2.9mn 

   

Financial Snapshot (Rs mn)  
 

Y/E  Mar       FY19 FY20 FY21 

Net Sales 67,931 68,395 71,497 

EBIDTA 9,517 11,146 11,156 

PAT 4,835 6,769 6,468 

EPS (Rs) 28  40  38  

PE (x) 27.7  19.8  20.7  

EV/EBITDA (x) 14.1  12.0  11.9  

RoE (%) 15  19  16  

RoCE (%) 22  24  22  

Dividend yield (%) 0.9  1.4  1.4  

Shareholding Pattern (%) 
 

 
Mar ’21 Dec ’20 Sep ’20 

Promoter 28.1 28.1 28.1 

–Pledged -  -  -  

FII 21.3 20.9 18.6 

DII 12.7 14.5 14.3 

Others 37.9 36.5 39.0 

Stock Performance (1-year) 
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profits and we are unsure about how this revenue stream will adapt to new 
battery technology and whether this will structurally change the company’s 
return ratios and consequently valuation multiple.      

Outlook and valuation: While the company’s entry into the lithium-ion space 
answers many questions on the sustainability of its battery business, it also raises 
concerns on the capital allocation and stress on the balance sheet if order 
wins/profitability is subdued. Further, we believe several global players (Samsung, LG 
Chem, Panasonic, etc) and Indian conglomerates (Tata, Adani, etc) will bid for the PLI 
scheme, leading to higher competition. At the CMP, the stock trades at 18.1x/15.8x 
PER and 10.3x/9.0x EV/E on FY22E/23E consensus estimates. 

Exhibit 1: New Energy portfolio 

 
Source: Amara Raja Analyst meet presentation 

Exhibit 2: Amara Raja’s progress so far in New Energy solutions 

 
Source: Amara Raja Analyst meet presentation 
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Exhibit 3: Amara’s R&D (pilot) Li-ion cell making lab facility 

 
Source: Amara Raja Analyst meet presentation 

Exhibit 4: Integrated EV charging infra development 

 
Source: Amara Raja Analyst meet presentation 

 

 

 

 

 

 



 
 

16 June 2021 

 

4 Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters                   Systematix Shares and Stocks (India) Limited 

Amara Raja 

 

Exhibit 5: Value creation & origin for Li-ion batteries 

 
Source: Amara Raja Analyst meet presentation 

Exhibit 6: E-2W & E-3W expected to lead the electrification trend in India due to several favorable factors 

 
Source: Amara Raja Analyst meet presentation 
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Exhibit 7: LAB (Lead Acid Battery) demand expected to be stable until 2030 

 
Source: Amara Raja Analyst meet presentation 

Exhibit 8: Indian li-ion battery market expected to reach 30/150 GWh by 2025/2030 

 
Source: Amara Raja Analyst meet presentation 
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Profit & Loss Statement 

YE: Mar (Rs mn) FY17 FY18 FY19 FY20 FY21 

Net sales 53,172 60,592 67,931 68,395 71,497 

Growth, % 53  43  47  28  18  

RM expenses (34,885) (41,162) (46,441) (44,471) (47,447) 

Employee expenses (2,778) (3,090) (3,452) (3,852) (4,260) 

Other expenses (7,010) (7,507) (8,520) (8,926) (8,633) 

EBITDA  8,500 8,833 9,517 11,146 11,156 

Growth, % 41  21  16  31  26  

Margin, % 16.0  14.6  14.0  16.3  15.6  

Depreciation (1,912) (2,303) (2,612) (3,007) (3,192) 

EBIT 6,588 6,530 6,905 8,139 7,965 

Growth, % 23  10  1  24  22  

Margin, % 12.4  10.8  10.2  11.9  11.1  

Interest paid (58) (51) (70) (122) (105) 

Other Income 492 664 468 551 874 

Non-recurring Items 0  0  0  0  0  

Pre-tax profit 7,023 7,143 7,304 8,567 8,733 

Tax provided (2,237) (2,430) (2,469) (1,799) (2,265) 

Profit after tax 4,785 4,713 4,835 6,769 6,468 

Others (Minorities, Associates) 0 0 0 0 0 

Net Profit 4,785 4,713 4,835 6,769 6,468 

Growth, % 21  15  (2) 41  37  

Net Profit (adjusted) 4,785 4,713 4,835 6,769 6,468          

Source: Company, Systematix Institutional Research 

Balance Sheet 

YE: Mar (Rs mn) FY17 FY18 FY19 FY20 FY21 

Cash & bank 1,710 1,113 718 845 1,758 

Marketable securities  cost 0 0 0 0 0 

Debtors 5,705 7,825 7,686 6,363 7,875 

Inventory 8,170 10,497 10,614 11,427 14,382 

Loans & advances 0  0  0  0  0  

Other current assets 1,660 2,604 4,462 3,247 2,610 

Total current assets 17,244 22,039 23,480 21,882 26,625 

Investments 1,278 351 205 1,562 2,805 

Gross fixed assets 23,211 27,625 31,333 34,505 43,952 

Less: Depreciation (8,290) (10,593) (13,205) (16,213) (19,404) 

Add: Capital WIP 2,403 2,264 3,147 8,270 3,993 

Net fixed assets 14,922 17,032 18,128 18,292 24,548 

Total assets 35,846 41,686 44,959 50,006 57,971 

Current liabilities 7,469 9,838 8,866 10,834 13,087 

Provisions 941 1,012 1,314 1,832 2,140 

Total current liabilities 8,410 10,850 10,179 12,665 15,227 

Debt 690 584 468 343 234 

Total liabilities 9,100 11,434 10,647 13,009 15,461 

Paid-up capital 171  171  171  171  171  

Reserves & surplus 25,760 29,203 33,182 36,385 41,932 

Shareholders’ equity 25,931 29,374 33,353 36,556 42,103 

Total equity & liabilities 35,846 41,686 44,959 50,006 57,971 

Source: Company, Systematix Institutional Research 

Cash Flow 

YE: Mar (Rs mn) FY17 FY18 FY19 FY20 FY21 

Pre-tax profit 7,023  7,143  7,304  8,407  8,733  

Depreciation 1,912  2,303  2,612  3,007  3,192  

Chg in working capital (955) (2,952) (2,507) 4,212  (1,268) 

Total tax paid (1,956) (2,366) (2,388) (2,316) (2,299) 

CFO 6,423  3,076  5,413  11,769  8,020  

Capital expenditure (4,487) (4,275) (4,591) (7,014) (5,170) 

Chg in investments (1,278) 927  147  (1,357) (1,244) 

Chg in marketable securities 0  0  0  0  0  

CFI (5,274) (2,687) (4,631) (8,497) (6,350) 

Free cash flow  658  -273  969  3,399  1,607  

Debt raised/(repaid) (35) (106) (116) (125) (110) 

Dividend (incl. tax) 0  0  0  0  0  

CFF (942) (986) (1,177) (3,145) (758) 

Net chg in cash  207  (597) (395) 128  913  

Opening cash balance 2,946  2,222  1,502  1,710  1,113  

Closing cash balance 1,710  1,113  718  845  1,758 

Source: Company, Systematix Institutional Research 
 

Ratios 

YE: Mar  FY17 FY18 FY19 FY20 FY21 

EPS (INR) 28  28  28  40  38  

PER (x) 28.0  28.4  27.7  19.8  20.7  

Price/Book (x) 5.2  4.6  4.0  3.7  3.2  

EV/EBITDA (x) 15.7  15.1  14.1  12.0  11.9  

EV/Net sales (x) 2.5  2.2  2.0  2.0  1.9  

RoE (%) 20  17  15  19  16  

RoCE (%) 28  25  22  24  22  

Fixed Asset turnover (x) 2.3  2.2  2.2  2.0  1.6  

Dividend Yield (%) 0.5  0.5  0.9  1.4  1.4 

Receivable (days) 39  47  42  34  40  

Inventory (days) 67  74  66  73  87  

Payable (days) 61  69  55  69  79  

Revenue Growth (%) 53  43  47  28  18  

EBIDTA Growth (%) 41  21  16  31  26  

EPS Growth, % -3  -2  3  40  -4  

Net D/E ratio (x) (0.0) (0.0) (0.0) (0.0) (0.0) 

Source: Company, Systematix Institutional Research 
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DISCLOSURES/APPENDIX 

I. ANALYST CERTIFICATION 

I, Ronak Sarda, Poorvi Banka, hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject securities or issuers 
referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain independence and objectivity in 
making any recommendations.    

Disclosure of Interest Statement Update 

Analyst holding in the stock No 

Served as an officer, director or employee No 

 
I. ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below: 

1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report. 

2.  The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the 
month immediately preceding the distribution of the research report. 

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report. 

4.  The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or 
services from the company(ies) covered in this report in the past twelve months. 

5.  The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous 
twelve months. 

6.  SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research 
report. 

7.  The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report. 

8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report. 

9.  Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report: 

Sr. 
No. 

Particulars 
Yes / 
No. 

1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No 
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No 
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report.  No 

4 
Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the 
previous twelve months. 

No 

5 
Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other 
products or services from the company(ies) covered in the research report in the last twelve months. 

No 

 
10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities. 

STOCK RATINGS 

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months. 
HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months. 
SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months. 
NOT RATED (NR): The analyst has no recommendation on the stock under review. 
 

INDUSTRY VIEWS 

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months. 
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months. 
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months. 

II. DISCLAIMER 

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information 
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.  

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise 
due caution while acting on it.  Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an 
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and 
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information 
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for 
distribution to institutional investors. 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any 
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or 
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same 
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or 
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication, 
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link, 
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any 
third party.  

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any 
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of 
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shall have no liability arising out of, or in connection with, any such referenced website.  

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for 
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL 
through this presentation. 

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment 
and tax consultants before taking any investment decisions based on this report. 
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