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Targeting industry outperformance in FY24E 

View & Valuation 
We interacted with the management of JKI during our recent plant visit. The management 
reiterated revenues growth outperformance in FY24E as it anticipates revenue growth of 
15-20% (v/s high single digit growth as indicated by peers). JKI indicated continued 
improvement in return ratios led by margins expansion (product, RM and cost savings led) 
and moderate capex. Demand commentaries for domestic market remained mixed while it 
expects healthy exports in FY24E. While maintaining leadership in TBR segment 
continued to be in focus, in line with industry it expects premiumization within PCR to 
drive growth with share of premium products would be 30-35%. We believe, key factors 
for sustained industry profitability ahead to be watched out for are, 1) continued priced 
discipline, 2) RM decline, 3) moderate capex and 4) all round recovery from the 
replacement volumes. The continued re-rating for the tyre stocks is contingent upon 
sustenance of the above factors. Not rated.      

Key takeaways from interaction  
 Demand outlook (India business) - Seeing healthy offtake across segments; FY24E 

revenue growth expected at 15-20%. OEM, replacement, and exports demand is 
looking better with good order book for exports.  Second quarter volumes will be 
lower than 1Q led by seasonality due to rains.    

 Mexico operations outlook is improving QoQ - Business in Mexico is seeing 
sequential volume uptick, though it has some headwinds yet to subside. Volume 
mix - ~59% replacement/ ~41% is export. Trading volumes were high in Mexico 
last financial year. Product mix - TBR - 16%, PCR - 55%, Non truck bias - 28%. 
Mexico operations reported ~8% blended EBITDA margins for Mexico operations 
in 4QFY23. Expect 15-20% volume growth in Mexico in FY24E. 

 RM led margins expansion expected over 1HFY24E - Seeing sequential 
improvement in margins due to RM stabilizing. In 4QFY23, RM benefit was limited 
due to absorption of higher priced inventories. RM under recoveries still at 5-6% 
currently, however do not anticipate any price corrections by the competition. 
Believe, fixed over heads are at par with competition and trying to minimize the 
overall cost through digital transformation. Targeting ~0.5% cost savings over and 
above RM, mix related benefits. It would largely come from head count savings 
due to digital initiatives. Current exports margins are at par with replacement.  

 Looking at premiumization within PCR for growth – within PCR looking at high 
margin +15-inch trims for growth ahead. Supplying to Hyundai Creta (~70% share 
of business for top end variants), Alcazar and Kia Seltos. Believe, market share in 
SUV for leader would be 17-18%. ASP difference for higher trims 17-18' inch to 
15'inch is about 15-20%.  

 PCR sales mix - 87% replacement and 13% OEMs. Share of premium products 
would be 30-35% for PCR segment.  

 Capex – current focus is to stabilize PCR capacity expansion which is underway 
with focus on more premium products for both domestic and exports. Radial 
capacity utilization at 85-90% across products segments and for Bias the same 
remains at 80-85%. Project capex underway is Rs8b of which Rs5.3b for PCR 
(commercial production by 4QFY24) and Rs2.6b for TBR (commercial production 
by 2QFY24). Of the total Rs8b, ~Rs3b spent in FY23.  

 

 

Reco : 
NOT 
RATED 

CMP : Rs 193 
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Potential Return : NA 
 

Stock data (as on June 23, 2023) 

Nifty 18,666 
52 Week h/l (Rs) 214 / 98 
Market cap (Rs/USD mn) 47670 / 581 
Outstanding Shares (mn) 246 
6m Avg t/o (Rs mn): 366 
Div yield (%): 1.1 
Bloomberg code: JKI IN 
NSE code: JKTYRE 

 
Stock performance  

 1M 3M 1Y 
Absolute return  6.3% 24.7% 91.9% 

 
Shareholding pattern (As of Mar’23) 
Promoter 56.3% 
FII+DII 8.1% 
Others 35.7% 

 
 
Financial Summary 

Y/E MARCH (Rs cr) 2021 2022 2023 
Sales 9,102 11,983 14,645 
EBITDA 1,306 1,073 1,298 
Adj. PAT 324 188 321 
Adj. EPS (INR) 13.2 7.6 13.0 
EPS Gr. (%) (141) (41.9) 70.7 
BV/Sh. (INR) 108.5 115.7 137.9 
RoE (%) 13.0 6.8 10.3 
RoCE (%) 13.0 9.4 11.4 
Payout (%) 5.0 25.8 13.1 
P/E (x) 14.4 24.8 14.5 
P/BV (x) 1.7 1.6 1.4 
EV/EBITDA (x) 7.1 8.7 7.2 
Div. Yield (%) 1.1 0.8 0.8 
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 Inventory – most of the excess inventories or destocking have already been taken place 
which started at the start of 4QFY23 in exports markets. In domestic markets too, current 
inventory is at reasonable levels.    

 Net debt declined to ~Rs45b in FY23 (a reduction of ~Rs4.2b from FY22). JKI have 
scheduled repayments of ~Rs9b over next 2 years. This is premised on stable working capital 
in FY24 (v/s FY23). 

 Other highlights –  

o JKI’s overall SKUs at 450+ with capability to manufacture 2kg to 3.4 ton tyre.  

o STUs (tender based business) - Roughly Rs1-1.5b business per year for JK. Margins 
are better than OEMs but at par with replacement mix. 

o R&D expenditure is ~1.5% of consol sales whereas marketing – ~1% of consol sales.  

o RM sourcing - ~40% import and ~60% domestic. For NR, source maximum of 
requirement Kochi and North east. 

o RM mix - NR content is higher in TBR and OHT but SBR is higher in PCR due to 
higher short distance braking, lower load and heat. 

o Steel would account for 10-11% of PCR which is 8-9kg, and for TBR it would be 
15-20% of weight (~55kg). 

o Indicative Tyre life - PCR ~60k KM, TBR - ~1-1.2L, EV 4W - ~50k. 

o Aramid can replace steel but may not be viable from cost perspective. 

 
Exhibit 1: JKI’s manufacturing footprint – have installed radial/bias capacity base of 18.2m/14.3m tyres   

 
Source- Company, YES Sec 
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Exhibit 2: Wide distribution base in India as well as Mexico 

 
Source- Company, YES Sec  

 

Exhibit 3: Innovation led recent launches are gaining traction 

  
Source- Company, YES Sec 
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Exhibit 4: Investing towards futuristic manufacturing process; in line with industry trends   

   
Source- Company, YES Sec 

 

Exhibit 5: Developed entire range of EV tyres across segments  

   
Source- Company, YES Sec 
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Exhibit 6: OEM presence increasing with increased focus on PCR segment  

   
Source- Company, YES Sec   
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FINANCIALS  
Exhibit 7: Balance Sheet 

Y/E March (Rs crore) FY19 FY20 FY21 FY22 FY23 

Equity Share Capital 49 49 49 49 49 

Preference Capital 0 0 0 0 0 

Total Reserves 2,235 2,282 2,623 2,799 3,347 

Net Worth 2,284 2,331 2,673 2,848 3,396 

Minority Interest 136 95 106 99 100 

Deferred Liabilities and others 1,357 1,388 1,759 1,184 1,093 

Total Loans 5,221 5,124 4,707 5,155 4,882 

Capital Employed 8,999 8,938 9,245 9,287 9,471 

       

Net Fixed Assets 6,738 6,865 6,753 6,755 6,462 

Goodwill on Consolidation - - - - - 

Capital WIP 270 284 299 106 191 

Total Investments 137 146 153 138 79 

       

Curr. Assets, Loans&Adv. 4,304 4,052 3,907 5,088 5,051 

Inventory 1,689 1,618 1,789 2,433 2,171 

Account Receivables 1,945 1,848 1,575 1,980 2,283 

Cash and Bank Balance 170 137 174 176 266 

Loans and Advances 500 449 368 500 331 

Curr. Liability & Prov. 2,808 2,855 2,427 3,038 2,373 

Account Payables 1,599 1,688 1,574 2,189 1,820 

Other Current Liabilities 1,114 1,032 739 676 401 

Provisions 96 134 113 174 152 

Net Current Assets 1,496 1,197 1,480 2,050 2,678 

Deferred Tax assets 358 446 559 238 62 

Misc Expenditure 0 - - - - 

Appl. of Funds 8,999 8,938 9,245 9,287 9,471 

Source: Company, YES Sec 
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Exhibit 8: Income statement 
Y/E March (Rs crore) FY19 FY20 FY21 FY22 FY23 

Income from Operations 10,368 8,723 9,102 11,983 14,645 

Less: Excise Duty 0 0 0 0 0 

Total Income from Operations 10,368 8,723 9,102 11,983 14,645 

    Change (%) 25.3 (15.9) 4.4 31.6 22.2 

Cost of Materials Consumed 6,685 5,337 5,469 8,039 10,011 

% of Sales 64.5 61.2 60.1 67.1 68.4 

Personnel Expenses 910 923 923 1,065 1,218 

% of Sales 8.8 10.6 10.1 8.9 8.3 

Other Expenses 1,662 1,477 1,404 1,805 2,118 

% of Sales 16.0 16.9 15.4 15.1 14.5 

Total Expenditure 9,256 7,737 7,796 10,910 13,347 

% of Sales 89.3 88.7 85.6 91.0 91.1 

EBITDA 1,112 985 1,306 1,073 1,298 

    Margin (%) 10.7 11.3 14.4 9.0 8.9 

Depreciation 316 378 387 385 407 

EBIT 796 608 920 688 891 

Int. and Finance Charges 521 549 466 419 455 

Other Income 84 31 43 37 37 

PBT bef. EO Exp. 359 89 497 305 473 

EO Items (89) (106) 37 4 (62) 

PBT after EO Exp. 270 (17) 534 309 411 

Current Tax 94 (166) 201 109 147 

Deferred Tax - - - - - 

    Tax Rate (%) 34.8 988.6 37.6 35.2 35.6 

Less: Mionrity Interest 0 2 (14) 10 (17) 

Reported PAT 176 147 348 191 282 

Adjusted PAT 234 (794) 324 188 321 

    Change (%) 252.1 (438.9) (140.8) (41.9) 70.7 

    Margin (%) 2.3 (9.1) 3.6 1.6 2.2 

Source: Company, YES Sec  
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Exhibit 9: Cash Flow Statement 
Y/E March (Rs crore) FY19 FY20 FY21 FY22 FY23 

OP/(Loss) before Tax 797 1,237 1,598 346 411 

Depreciation 316 378 387 385 407 

Interest & Finance Charges 521 523 432 391 455 

Direct Taxes Paid (81) (34) (89) (70) (137) 

(Inc)/Dec in WC (228) 311 452 (650) 45 

CF from Operations 1,325 2,415 2,780 402 1,181 

Others 528 1,178 1,181 56 (43) 

CF from Operating incl EO 797 1,237 1,598 346 1,224 

(inc)/dec in FA (258) (274) (160) (292) (399) 

Free Cash Flow 539 964 1,439 54 826 

(Pur)/Sale of Investments 1 - (0) 25 - 

Others - - - - (2) 

CF from Investments (257) (274) (160) (267) (400) 

Issue of Shares 198 - - - - 

Inc/(Dec) in Debt 1,152 119 620 1,390 (224) 

Interest Paid (519) (525) (471) (425) (443) 

Dividend Paid (41) (45) (17) (49) (37) 

Others (1,311) (513) (1,573) (1,012) (43) 

CF from Fin. Activity (522) (963) (1,441) (96) (747) 

Inc/Dec of Cash 19 1 (2) (17) 76 

Source- Company, YES Sec 
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Exhibit 10: Growth and Ratio matrix 
Y/E March FY19 FY20 FY21 FY22 FY23 

Basic (INR)      

EPS  9.5 (32.2) 13.2 7.6 13.0 

BV/Share 92.8 94.7 108.5 115.7 137.9 

DPS 1.5 0.7 2.0 1.5 1.5 

Payout (%) 49.8 62.0 5.0 25.8 13.1 

Valuation (x)      

P/E 19.9 (5.9) 14.4 24.8 14.5 

P/BV 2.0 2.0 1.7 1.6 1.4 

EV/Sales 0.9 1.1 1.0 0.8 0.6 

EV/EBITDA 8.4 9.4 7.1 8.7 7.2 

Dividend Yield (%) 0.8 0.4 1.1 0.8 0.8 

FCF per share 21.9 39.1 58.4 2.2 33.5 

Return Ratios (%)      

EBITDA Margins (%) 10.7 11.3 14.4 9.0 8.9 

Net Profit Margins (%) 2.3 (9.1) 3.6 1.6 2.2 

RoE 11.0 (34.4) 13.0 6.8 10.3 

RoCE 7.9 8.5 13.0 9.4 11.4 

RoIC 6.4 (64.3) 6.8 5.1 6.4 

       

Working Capital Ratios      

Accum. Dep/Gross Block (x) 1 1.6 1.7 1.8 0.4 

Fixed Asset Turnover (x) 2 1.3 1.3 1.8 0.5 

Asset Turnover (x) 1.2 1.0 1.0 1.3 1.5 

Inventory (Days) 92 110.6 119.4 110.4 79.1 

Debtor (Days) 68 77.3 63.2 60.3 56.9 

Creditor (Days) 56 70.7 63.1 66.7 45.4 

Working Cap. Turnover (Days) 47 44.4 52.4 57.1 60.1 

Growth (%)      

Sales 25.3 (15.9) 4.4 31.6 22.2 

EBITDA 50.9 (11.4) 32.6 (17.8) 20.9 

PAT 252.1 (438.9) (140.8) (41.9) 70.7 

Leverage Ratio (x)      

Current Ratio 1.5 1.4 1.6 1.7 2.1 

Interest Cover Ratio 1.5 1.1 2.0 1.6 2.0 

Debt/Equity 2.3 2.2 1.8 1.8 1.4 

 Source: Company, YES Sec  
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the 
related documents carefully before investing. 

The information and opinions in this report have been prepared by YSL 
and are subject to change without any notice. The report and 
information contained herein are strictly confidential and meant solely 
for the intended recipient and may not be altered in any way, 
transmitted to, copied or redistributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written 
consent of YSL.  

The information and opinions contained in the research report have 
been compiled or arrived at from sources believed to be reliable and 
have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, 
completeness, authenticity or validity. No information or opinions 
expressed constitute an offer, or an invitation to make an offer, to buy 
or sell any securities or any derivative instruments related to such 
securities. Investments in securities are subject to market risk. The value 
and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. Investors should note that 
each security's price or value may rise or fall and, accordingly, investors 
may even receive amounts which are less than originally invested. The 
investor is advised to take into consideration all risk factors including 
their own financial condition, suitability to risk return profile and the 
like, and take independent professional and/or tax advice before 
investing. Opinions expressed are our current opinions as of the date 
appearing on this report. Investor should understand that statements 
regarding future prospects may not materialize and are of general 
nature which may not be specifically suitable to any particular investor. 
Past performance may not necessarily be an indicator of future 
performance. Actual results may differ materially from those set forth 
in projections. 

Technical Analysis reports focus on studying the price movement and 
trading turnover charts of securities or its derivatives, as opposed to 
focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates 
accept no liabilities for any loss or damage of any kind arising out of the 
use of this report. This report is not directed or intended for distribution 
to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, 
regulation or which would subject YSL and associates to any 
registration or licensing requirement within such jurisdiction. The 
securities described herein may or may not be eligible for sale in all  

jurisdictions or to certain category of investors. Persons in whose 
possession this document may come are required to inform themselves 
of and to observe such restriction. 

YES Securities (India) Limited distributes research and engages in other 
approved or allowable activities with respect to U.S. Institutional 
Investors through SEC 15a-6 rules and regulations under an exclusive 
chaperone arrangement with Brasil Plural Securities LLC. The views and 
sentiments expressed in this research report and any findings thereof 
accurately reflect YES Securities (India) Limited analyst’s truthful views 
about the subject securities and or issuers discussed herein. YES 
Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is 
not a member of the Securities Investor Protection Corporation ("SIPC"). 
Brasil Plural Securities LLC is registered as a broker-dealer under the 
Exchange Act and is a member of SIPC. For questions or additional 
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call 
+1 212 388 5600. 

This Research Report is the product of YES Securities (India) Limited. YES 
Securities (India) Limited is the employer of the research analyst(s) who 
has prepared the research report. YES Securities (India) Limited is the 
employer of the YES Securities (India) Limited Representative who is 
responsible for the report, are responsible for the content of the YES 
Securities (India) Limited Research Report; any material conflicts of 
interest of YES Securities (India) Limited in relation to the issuer(s) or 
securities discussed in the YES Securities (India) Limited Research Report. 
This YES Securities (India) Limited Research Report is distributed in the 
United States through Brasil Plural Securities LLC (BPS). The research 
analyst(s) preparing the research report is/are resident outside the United 
States (U.S.) and is/ are not associated persons of any U.S. regulated 
broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the 
regulatory licensing requirements of FINRA or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading 
securities held by a research analyst account. This report is intended for 
distribution by YES Securities (India) Limited only to "Major Institutional 
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and 
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by 
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 
6(a)(2). If the recipient of this report is not a Major Institutional Investor 
as specified above, then it should not act upon this report and return the 
same to the sender. Further, this report may not be copied, duplicated 
and/or transmitted onward to any U.S. person or entity. Transactions in 
securities discussed in this research report should be effected through 
Brasil Plural Securities LLC (BPS) or another U.S. registered broker 
dealer/Entity as informed by YES Securities (India) Limited from time to 
time. 
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DISCLOSURE OF INTEREST 

Name of the Research Analyst : Deep Shah 

The analyst hereby certifies that opinion expressed in this research 
report accurately reflect his or her personal opinion about the subject 
securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion 
expressed in this research report. 

Sr. 
No. Particulars Yes/No 

1 Research Analyst or his/her relative’s or YSL’s 
financial interest in the subject company(ies) No 

2 

Research Analyst or his/her relative or YSL’s 
actual/beneficial ownership of 1% or more 
securities of the subject company(ies) at the end 
of the month immediately preceding the date of 
publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has 
any other material conflict of interest at the time 
of publication of the Research Report 

No 

4 Research Analyst has served as an officer, director 
or employee of the subject company(ies) No 

5 YSL has received any compensation from the 
subject company in the past twelve months No 

6 

YSL has received any compensation for 
investment banking or merchant banking or 
brokerage services from the subject company in 
the past twelve months 

No 

7 

YSL has received any compensation for products 
or services other than investment banking or 
merchant banking or brokerage services from the 
subject company in the past twelve months 

No 

8 
YSL has received any compensation or other 
benefits from the subject company or third party 
in connection with the research report 

No 

9 
YSL has managed or co-managed public offering 
of securities for the subject company in the past 
twelve months 

No 

10 
Research Analyst or YSL has been engaged in 
market making activity for the subject 
company(ies) 

No 

Since YSL and its associates are engaged in various businesses in the 
financial services industry, they may have financial interest or may have 
received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever 
nature from the subject company(ies) in the past twelve months or 
associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose 
securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more 
and/or other material conflict of interest in the securities discussed 
herein. 

   

 

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL 
REPORTS 

Analysts assign ratings to the stocks according to the expected 
upside/downside relative to the current market price and the estimated 
target price. Depending on the expected returns, the recommendations 
are categorized as mentioned below. The performance horizon is 12 to 
18 months unless specified and the target price is defined as the 
analysts’ valuation for a stock. No benchmark is applicable to the ratings 
mentioned in this report. 

 

BUY: Upside greater than 20% over 12 months 

ADD: Upside between 10% to 20% over 12 months 

NEUTRAL: Upside between 0% to 10% over 12 months 

REDUCE: Downside between 0% to -10% over 12 months 

SELL: Downside greater than -10% over 12 months 

NOT RATED / UNDER REVIEW 
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YES Securities (India) Limited (‘‘YSL’’) is a wholly owned subsidiary of YES 
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI) 
registered Stock broker holding membership of National Stock Exchange 
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange 
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is 
also a SEBI-registered Category I Merchant Banker, Investment Adviser 
and Research Analyst. YSL is also a Sponsor and Investment Manager of 
Alternate Investment Fund - Category III (YSL Alternates) and AMFI 
registered Mutual Fund Distributor. The Company is also a registered 
Depository Participant with CDSL and NSDL. YSL offers, inter alia, 
trading/investment in equity and other financial products along with 
various value added services. We hereby declare that there are no 
disciplinary actions taken against YSL by SEBI/Stock Exchanges. 
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