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Weakest month of OHT exports since destocking started a year back

Weakness in OHT exports from India intensified in Jun'23 and touched their lowest in past 2 years, down 30% YoY to USD
122mn. This was due to continued weak demand, impact of cyclone in Gujarat and deflationary pricing. A week’s production
loss from the leader with an average market share of 50%, implies overall exports got hit by ~12.5% -- adjusted for which, it
was largely in line with past 6-month average export level. We expect a favourable base for OHT exports to start H2FY24
onward other than partial balancing effect of Jun’23 production loss in Q2, implying largely flattish Q2 sequentially. Balkrishna
Industries’ (BIL) share within India OHT exports was at ~44%, down 900bps QoQ, as bulk of its production happens in Gujarat,
the centre stage of the cyclone. We retain ADD on BIL, with a DCF-based price target of INR 2,577, implying 26x FY25E EPS.

India OHT exports lowest since covid

India OHT exports in Jun’23 were at the lowest in past couple of years at USD
122mn, down ~30% YoY. We believe the weakness was due to multiple
factors: a) ~15% value decline driven by cut in pricing on account of container
rate reduction and raw material cost reduction; b) weak demand in the end-
markets led by recession fears, hence delay in replacement demand driven
sales; c) last year's base got inflated by excessive stocking up with Jun'23
value incorporating a moderate impact of destocking of inventory; d) one
week’s production got impacted for the leading OHT maker due to adverse
climate in Jun'23. We expect this subdued export trend to persist till Q2-end,
post which, the base effect will likely turn favourable along with the impact of
summer holidays coming to an end.

BIL's share of India OHT tyre exports back at ~44% in
Q1FY24, post a surge to ~53% in Q4FY23

BIL's share of India OHT exports was at ~53% in Q1FY24, down 900bps QoQ,
and against the long-term average of ~50%. Though the decline on YoY basis
was similar amongst OTR and agri segments at 30%, industry exports were
down ~50% to US vs ~22% to EU. Thus BIL's volume was down ~19% YoY in
Q1FY24, that too including a week’s production impact because of cyclone
Biparjoy. In Q2 therefore, the balancing effect of lost production is expected to
take place for BIL and, alongside it being a seasonally weak quarter, we expect
BIL to end FY24 with flat volume offering a favourable base effect in H2FY24.

Financial summary

Y/E March (INR mn) FY22A FY23A FY24E FY25E
Net Revenue 82,667 98,105 96,288 1,11,322
EBITDA 19,760 17,156 22,372 28,328
EBITDA % 23.9 175 23.2 25.4
Net Profit 14,112 10,787 14,713 19,231
EPS (INR) 73.0 55.8 76.1 99.5
EPS % Chg YoY 22.1 (23.6) 36.4 30.7
P/E (x) 326 42.6 313 23.9
EV/EBITDA (x) 255 29.8 22.4 17.4
RoCE (%) 16.9 10.7 13.1 16.4
RoE (%) 21.8 14.9 18.1 20.5
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Market Data

Market Cap (INR) 460bn
Market Cap (USD) 5,538mn
Bloomberg Code BIL IN
Reuters Code BLKI.BO
52-week Range (INR) 2,570/1,796
Free Float (%) 41.0
ADTV-3M (mn) (USD) 10.3
Price Performance (%) 3m 6m 12m
Absolute 9.0 17.7 8.2
Relative to Sensex 6.4 7.5 9.1
ESG Disclosure 2021 2022 Change
ESG score 38.7 38.8 0.2
Environment 155 15.9 0.5
Social 21.8 21.8 -
Governance 78.6 78.6 -

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: Bloomberg, I-sec research
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India OTR tyre export growth trends India agri tyre export growth trends
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Tyre industry’s total exports (agri + OTR)

(USDmn) Jun-22 Jul-22 Nov-22 Dec-22 Feb-23 Apr-23

Agri 1169 1134 92.4 92.8 83.9 89.7 98.4 87.0 90.3 99.2 93.4 95.3 81.6
OTR 506  57.7 48.8 50.2 46.2 54.1 53.8 46.9 47.7 47.7 46.2 49.0 40.7
Total 1765 1711 1411 1429 1301 1437 1522 1339 1379 1470 1396 1443 1223

Source: Commerce ministry, |-Sec research

Agri tyre exports

Region Jun-22 Jun-23 %Growth Q4FY23 Q1FY24 %Growth YTD FY23 YTD FY24 %Growth
EU 55.5 40.7 -27% 156.6 1458 -7% 163.5 145.8 -11%
Share of total (%) 47.5 499 495 53.9
USA 33.1 17.4 -48% 50.0 52.9 6% 83.5 52.9 -37%
Share of total (%) 28.3 21.3 25.3 19.6
ROW 28.3 23.5 -17% 69.9 71.6 2% 83.6 716 -14%
Share of total (%) 24.2 28.8 25.3 26.5
Total 116.9 81.6 -30% 276.5 270.3 -2% 330.6 270.3 -18%

Source: Commerce ministry, I-Sec research

OTR tyre exports

Region Jun-22 Jun-23 %Growth Q4FY23 Q1FY24 %Growth YTD FY23 YTD FY24 %Growth
EU 17.9 14.6 -18% 53.1 50.8 -4% 49.5 50.8 3%
Share of total (%) 30.1 36.0 29.7 37.4
USA 22.2 9.7 -56% 32.8 32.4 -1% 59.0 324 -45%
Share of total (%) 37.2 23.9 353 238
ROW 19.6 16.3 -16% 56.4 52.7 -6% 58.5 52.7 -10%
Share of total (%) 32.8 40.1 35.0 38.8
Total 59.6 40.7 -32% 142.2 135.9 -4% 167.0 135.9 -19%

Source: Commerce ministry, |-Sec research

BIL’s export share in India’s total OHT exports is at 44%, below the long-term mean level of ~50%

Particulars (USD mn) Q1FY22  Q2FY22  Q3FY22  Q4FY22  QIFY23  Q2FY23  Q3FY23  Q4FY23  Q1FY24
BIL Volume 68,608 72,748 70,320 77,119 83,153 78,872 66,480 72,676 67,209
YoY Growth (%) 80% 19% 18% 13% 21% 8% -5% -6% -2%
BIL Revenue (ex-India) 197.1 226.0 2226 262.5 279.3 282.6 152.5 221.7 176.8
QoQ Growth (%) 7% 15% -2% 18% 6% 1% -46% 45% -20%
YoY Growth (%) 102% 41% 41% 43% 42% 25% -32% -16% -37%
India OHT Tyre exports 388.9 4332 451.8 463.7 497.6 455.1 426.1 41858 406.2
QoQ Growth (%) 5% 11% 4% 3% 7% -9% -6% -2% -3%
YoY Growth (%) 95% 38% 45% 25% 28% 5% -6% -10% -18%
BIL overall share 51% 52% 49% 57% 56% 62% 36% 53% 44%

Source: Commerce ministry, Company, |-Sec research
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BIL's share dipped to 44% of India’s OHT

exports in Q1FY24, post a surge to 53% in Q4FY23
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W(CI container freight rates have fallen back

to pre-covid levels

Source: Commerce ministry, Company, I-Sec research

Weakness visible in exports from India across

both the segments
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Downside risks:

o Weakness in retail offtake from key markets would impact volume offtake for BIL

in the coming quarters, post weak volumes in past few quarters due to inventory
destocking.

e Inability to grab further market share in global OHT market due to intense rise in
competition.

e Inability to go back to 28% operating margin levels due to adverse input cost
scenario and higher competition.

Shareholding pattern Price chart
% Dec'22 Mar23 Jun‘23 3030
Promoters 58.3 58.3 58.3 ;zzg
Institutional investors 32.7 32.7 334 T 1530
MFs and others 11.7 11.4 12.4 £ o030
Fls/Banks 0.2 0.2 0.2 530
Insurance 7.6 79 7.8 30 +
Flls 13.2 13.2 13.0 S ] F 8 8 8 8§ 7 7§ 3 33 8
Others 9.0 9.0 83 3282 85328 8528 8 5%

Source: Bloomberg

Source: Bloomberg
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Financial summary

Profit & Loss
(INR mn, year ending March)

Cashflow statement
(INR mn, year ending March)

FY22A FY23A FY24E FY25E FY22A FY23A FY24E FY25E
Net Sales 82,667 98,105 96,288 1,11,322 Operating Cashflow 8,529 18,078 21,638 22,643
Operating Expenses 25,122 31,391 28,977 32,566 Working Capital Changes (10,020) 1,725 483 (3,568)
EBITDA 19,760 17,156 22,372 28,328 Capital Commitments (14,986) (20,529) (7,000) (9,000)
EBITDA Margin (%) 23.9 175 23.2 25.4 Free Cashflow (6,456) (2,451) 14,638 13,643
Depreciation & Amortisation 4,438 5,566 6,442 6,978 Other investing cashflow (4,790) (1,400) - -
EBIT 15,322 11,590 15,930 21,350 Cashflow from Investing
Interest expenditure 79 456 70 70 Activities (19.776)  (21,929) (7.000) (9,000)
Other Non-operating 4306 3378 3,500 4025 Issue of Share Capital - - - -
Income Interest Cost - - - -
Recurring PBT 19,550 14,512 19,360 25,305 Inc (Dec) in Borrowings 15,492 8,114 (7,000) (9,000)
Profit / Loss from Associates - - - - Dividend paid (5,412) (3,093) (3,866) (4,833)
Less: Taxes 5,438 3,725 4,646 6,074 Others 953 (1,145) - -
PAT 14,112 10,787 14,713 19,231 Cashflow from Financing
Less: Minority Interest - - - - Activities 11,033 3876  (10866)  (13:833)
Extraordinaries (Net) - - - - Chg. in Cash & Bank
Net Income (Reported) 14,112 10,787 14,713 19,231 balance (214) 25 3.772 (190)
Net Income (Adjusted) 14,112 10,787 14,713 19,231 Closing cash & balance 357 377 4,150 3,960
Source Company data, I-Sec research Source Company data, I-Sec research
Balance sheet Key ratios
(INR mn, year ending March) (Year ending March)
FY22A FY23A FY24E FY25E FY22A FY23A FY24E FY25E
Total Current Assets 37,153 34,943 38,493 42,986 Per Share Data (INR)
of which cash & cash eqv. 353 378 4,150 3,960 Reported EPS 73.0 55.8 76.1 99.5
Total Current Liabilities & Adjusted EPS (Diluted) 73.0 55.8 76.1 99.5
Provisions 12,391 11,880 12,140 13,254 Cash EPS 96.0 84.6 109.4 135.6
Net Current Assets 24,763 23,063 26,353 29,731 Dividend per share (DPS) 2.8 1.6 2.0 25
Investments 18,973 20,373 20,373 20,373 Book Value per share (BV) 358.2 392.6 448.7 523.2
Net Fixed Assets 39,861 53,492 54,049 56,071 Dividend Payout (%) 3.8 29 2.6 2.5
ROU Assets - - - -
Capital Work-in-Progress 12,584 13,916 13,916 13,916 Growth (%)
Total Intangible Assets - - - - Net Sales 43.6 18.7 (1.9) 15.6
Other assets - - - - EBITDA 10.7 (13.2) 30.4 26.6
Deferred Tax assets - - - - EPS (INR) 22.1 (23.6) 36.4 30.7
Total Assets 96,180 1,10,844 1,14,691 1,20,095
Liabilities Valuation Ratios (x)
Borrowings 24,426 32,539 25,539 16,539 P/E 326 42.6 31.3 23.9
Deferred Tax Liability 2,509 2,413 2,413 2,413 P/CEPS 248 28.1 21.7 176
Provisions - - - - P/BV 6.6 6.1 53 45
Other Liabilities - - - - EV /EBITDA 25.5 29.8 22.4 17.4
Equity Share Capital 387 387 387 387 EV /Sales 6.1 5.2 5.2 4.4
Reserves & Surplus 68,859 75,505 86,352 1,00,756
Total Net Worth 69,246 75,891 86,739 1,01,143 Profitability Ratios
Minority Interest - - - - Gross Profit Margins (%) 54.3 49.5 53.3 54.7
Total Liabilities 96,180 1,10,844 1,14,691 1,20,095 EBITDA Margins (%) 239 175 23.2 25.4
Source Company data, I-Sec research EBIT Margins (%) 185 118 165 192
Net Profit Margins (%) 17.1 11.0 15.3 17.3
5-stage DuPont analysis RoCE (%) 16.9 10.7 13.1 16.4
(INR mn, year ending March) RoE (%) 218 14.9 181 205
Dividend Yield (%) 0.1 0.1 0.1 0.1
FY22A FY23A FY24E FY25E
Tax Burden 72.2 74.3 76.0 76.0 Operating Ratios
Interest Burden (PBT/EBIT) 127.6 125.2 1215 1185 Fixed Asset Turnover (x) 16 15 14 16
EBIT Margin 185 11.8 16.5 19.2 Inventory Turnover Days 72 57 57 57
Asset Turnover 86.0 885 84.0 927 Receivables Days 48 45 45 45
Financial Leverage 1389 146.1 1322 118.7 Payables Days 36 30 30 30
ROE 21.8 14.9 18.1 205 Effective Tax Rate (%) 27.8 25.7 24.0 24.0
Source Company data, I-Sec research Net Debt / Equity (x) 0.3 0.4 0.2 0.1
Net Debt / EBITDA (x) 1.2 1.9 1.0 0.4

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the
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ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
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is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable
basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of
offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report
at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed
in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment
risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised
to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject
company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date
of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other
advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services
from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or
its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as
of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as an entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial
ownership of one percent or more or other material conflict of interest in various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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.

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical information, it
is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

India | Equity Research 5


http://www.icicibank.com/

Balkrishna Industries | Company update | 22 August 2023

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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