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CIE Automotive India Ltd

Auto Ancillaries

Steady compounder; near-term headwinds are receding

We interacted with the management of CIE Automotive India (CAIL) on May 27% -28™. Following are the takeaways:
1) Continued revival in 2Ws, launch of Mahindra 3XO, positive outlook on tractors from H2CY24, offtake from Hosur by
Stellantis and Bosch from Q3CY24 are the key growth catalysts in CY24; 2) EU revenue growth is set to remain muted
in CY24 amidst flat outlook for PVs and down cycle for Metalcastello; 3) CAIL would focus on growth ahead instead of
further margin expansion from current levels; 4) sticking to 5-6% capex/sales outlook with 80% of growth capex being
dedicated to India; 5) not planning to enter sunroof business as of now and is focusing on plastic parts segment through
feasible M&A ahead. Maintain BUY on CAIL with a revised TP of INR 646 (earlier INR 570), implying 22x CY25 earnings,

with TP change driven by 2% rise in earnings estimate and valuation rollover.

Confident in outperforming target OEM market growth by 5%

CAIL is confident of delivering 5% beat to target OEM industry growth consistently
ahead, driven by its ability to take orders at competitive rates and execute them
using CIE global practices in the form of discipline in productivity, yield
management, automation and scale. Management is expecting strong demand
from Mahindra XUV3XO, adding on to growth from H2CY24 other than delayed
execution of orders from Stellantis/Bosch at Hosur. Continued improvement in 2W
demand and favourable base in tractors to push growth revival from H2CY24, as
per the management.

EU business to remain stagnant in near term
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Market Data

Market Cap (INR) 205bn

With EU car market growth likely to remain in low single digit ahead, along with  Market Cap (USD) 2,456mn
weakness in Metalcastello currently, CAIL is expecting 3-5% revenue CAGR there ~ Bloomberg Code CIEINDIAIN
in next 5 years. EV orders are getting delayed with present trend of slower-than- ~ ~euters Code HlERLED
.. L e . . . . . 52-week Range (INR) 580 /401
anticipated rise in electrification, impacting growth further. Aluminium forging Free Float (%) 330
business will likely ramp up slowly as initially it would dilute margin with lower  ApTv/_3Mm (mn) (USD) 4:7

yield or scope for higher rejections.

Remain focused on improving RoCE; open for right M&A

Price Performance (%)

3m ©6m 12m

Absolute

224 126 176

CAIL is focused on improving RoCE with better asset turns amidst limited upside  Relative to Sensex 196 1.2 (1.0
in margin. In terms of M&A, targeting areas like plastic parts, CAIL is not ready to
dilute RoCE for the sake of growth, with M&A being sizeable enough to impact
growth along with getting fully funded from internal accruals.
Earnings Revisions (%) CY24E CY25E
Financial Summary Revenue 0.9 1.6
Y/E December (INR mn) CY22A CY23A EE'STDA ig 1281
Net Revenue 87,530 92,803 1,01,720 1,11,611
EBITDA 11,720 14,239 15,998 17,694
EBITDA % 13.4 153 15.7 15.9
Net Profit 6,735 7,976 9,670 11,140
EPS (INR) 17.8 21.0 255 294
EPS % Chg YoY 64.7 18.4 212 15.2
P/E (x) 304 25.7 21.2 18.4 Previous Reports
EV/EBITDA (x) 18.7 15.4 137 124 03-05-2024: Q1CY24 results review
RoCE (%) 10.5 12.9 13.4 136 20-02-2024: Q4CY23 results review
RoE (%) 13.1 14.4 15.2 15.6

Please refer to important disclosures at the end of this report
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Revenue vs YoY growth; expect revenue
CAGR of 10% over CY23-25E

mmmm Revenue (INR bn)  e==YoY growth (RHS)

120 - 40%
110 ~1 - 30%
100 A L 50%
90
L 10%
80
L 0%
70 - °
60 1 L -10%
50 A F -20%
40 4 - -30%
[e¢] [e)] o — ~N (e2] L L
— — N N [l N < [Te]
> > > > > > N N
(@) (@] (@) (@] (@] (@) 5 C

EBITDA vs EBITDA margin; expect EBITDA
margin to stabilise around 16%
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Source: I-Sec research, Company data

Capex vs FCF; FCF to remain above INR 4bn
amidst current growth outlook and 5-6% capex/sales

mmmm Capex (INR bn) e FCF (INR bn) (RHS)
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Source: I-Sec research, Company data

RoE vs net debt/equity; a net cash company
with RoE inching up ahead of 15%
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Source: I-Sec research, Company data

India revenue stands at ~63% of consolidated
revenue

Source: I-Sec research, Company data

M&M, Bajaj and Maruti are top 3 customers,
contributing ~50% of revenue
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Estimates revision

Old Revised % change Old Revised % change
Revenue (INR mn) 1,00,792 1,01,720 0.9% 1,09,826 1,11,611 1.6%
EBITDA (INR mn) 15,838 15,998 1.0% 17,388 17,694 1.8%
EBITDA margin (%) 15.7% 15.7% 1 bps 15.8% 15.9% 2 bps
PAT (INR mn) 9,550 9,670 1.3% 10,913 11,140 2.1%
EPS (INR) 25.2 25.5 1.3% 28.8 29.4 2.1%

Source: I-Sec research

Downside risks

Persistent sluggish demand in European car market and continued weakness in
domestic 2W/tractors could impact scale and margin in CY24.

Shareholding pattern Price chart
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Financial Summary
Profit & Loss

(INR mn, year ending December)

Cashflow statement

(INR mn, year ending December)

CY22A CY23A CY24E CY25E CY22A CY23A CY24E CY25E
Net Sales 87,530 92,803 1,01,720 1,11,611 Operating Cashflow 5,536 9,513 12,251 14,518
Operating Expenses 28,050 29,456 39,948 43,692 Working Capital Changes (4,540) (1,686) (724) (102)
EBITDA 11,720 14,239 15,998 17,694 Capital Commitments 7,491 (5,202) (6,103) (6,697)
EBITDA Margin (%) 13.4 15.3 15.7 15.9 Free Cashflow 13,027 4,311 6,148 7,822
Depreciation & Amortization 2,962 3,222 3,305 3,480 Other investing cashflow (1,385) (2,449) - -
EBIT 8,758 11,017 12,693 14,214 Cashflow from Investing
Interest expenditure 227 1,074 600 200 Activities 6,106 (7.651) (6,103) (6,697)
Other Non-operating 962 820 800 840 Issue of Share Capital 2 0 - -
Income Interest Cost - - - -
Recurring PBT 9,493 10,763 12,893 14,854 Inc (Dec) in Borrowings (5,014) (1,301) - -
Profit / Loss from Associates - - - - Dividend paid (1,110) (948) (2,276) (2,656)
Less: Taxes 2,401 2,782 3,223 3,713 Others (6,258) 1,915 - -
PAT 7,092 7,981 9,670 11,140 Cash flow from
Less: Minority Interest (22) 5 - - Financing Activities (12.378) (334) (2.276) (2,656)
Extraordinaries (Net) 379 - - - Chg. in Cash & Bank
Net Income (Reported) 7,092 7,981 9,670 11,140 balance (736) 1,528 3872 5,166
Net Income (Adjusted) 6,735 7,976 9,670 11,140 Closing cash & balance 859 2,387 6,259 11,426
Source Company data, I-Sec research Source Company data, I-Sec research
Balance sheet Key ratios
(INR mn, year ending December) (Year ending December)
CY22A CY23A CY24E CY25E CY22A CY23A CY24E CY25E
Total Current Assets 36,790 30,690 38,630 46,481 Per Share Data (INR)
of which cash & cash eqv. 859 2,387 6,259 11,426 Reported EPS 17.8 21.0 25.5 29.4
Total Current Liabilities & Adjusted EPS (Diluted) 17.8 21.0 25.5 29.4
Provisions 35.168 25854 29.199 31781 Cash EPS 25.6 29.5 34.2 385
Net Current Assets 1,622 4,836 9,431 14,700 Dividend per share (DPS) 25 5.0 6.0 7.0
Investments 5,745 8,195 8,195 8,195 Book Value per share (BV) 1344 157.8 177.3 199.7
Net Fixed Assets 56,662 58,641 61,439 64,655 Dividend Payout (%) 14.1 23.8 235 23.8
ROU Assets - - - -
Capital Work-in-Progress - - - - Growth (%)
Total Intangible Assets - - - - Net Sales 29.4 6.0 9.6 9.7
Other assets - - - - EBITDA 245 215 12.4 10.6
Deferred Tax assets (3,200) (3,238) (3,238) (3,238) EPS (INR) 64.7 184 21.2 15.2
Total Assets 60,830 68,434 75,827 84,312
Liabilities Valuation Ratios (x)
Borrowings 9,856 8,554 8,554 8,554 P/E 304 25.7 21.2 184
Deferred Tax Liability - - - - P/CEPS 211 183 15.8 14.0
Provisions - - - - P/BV 4.0 3.4 3.0 2.7
Other Liabilities - - - - EV/EBITDA 18.7 154 13.7 12.4
Equity Share Capital 3,793 3,794 3,794 3,794 EV /Sales 2.5 24 2.2 2.0
Reserves & Surplus 47,181 56,086 63,479 71,964
Total Net Worth 50,974 59,880 67,273 75,758 Profitability Ratios
Minority Interest - - - - Gross Profit Margins (%) 454 47.1 55.0 55.0
Total Liabilities 60,830 68,434 75,827 84,312 EBITDA Margins (%) 13.4 153 15.7 159
Source Company data, |I-Sec research EBIT Margins (%) 10.0 11.9 125 127
Net Profit Margins (%) 7.7 8.6 9.5 10.0
Quarterly trend RoCE (%) 10.5 12.9 13.4 13.6
(INR mn, year ending December) RoE (%) 131 14.4 15.2 15.6
Dividend Yield (%) 0.5 0.9 11 1.3
CY22A CY23A CY24E CY25E
Tax Burden 70.7 742 75.0 75.0 Operating Ratios
Interest Burden 108.4 97.7 101.6 104.5 Fixed Asset Turnover (x) 08 0.8 0.8 0.9
EBIT Margin 10.0 11.9 125 12.7 Inventory Turnover Days 50 46 45 45
Asset Turnover 1.43 1.35 1.34 1.32 Receivables Days 36 25 32 32
Financial Leverage 1.19 1.14 1.12 1.11 Payables Days 89 76 80 80
ROE 13.1 14.4 15.2 15.6 Effective Tax Rate (%) 25.3 25.8 25.0 25.0
Source Company data, I-Sec research Net Debt / Equity (x) 01 0.0 (0.1) (0.1)
Net Debt / EBITDA (x) 0.3 (0.1) (0.4) (0.6)

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

ANALYST CERTIFICATION

I/We, Basudeb Banerjee, MBA (Finance); Vishakha Maliwal, MBA (Finance); authors and the names subscribed to this report, hereby certify that all of the views expressed in
this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI
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
preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities AIF Trust's SEBI Registration number is IN/AIF3/23-24/1292 ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”),
the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as
opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein
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
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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
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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
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

India | Equity Research


mailto:complianceofficer@icicisecurities.com
mailto:headservicequality@icicidirect.com
mailto:headservicequality@icicidirect.com

