
 

 

30th Jan 2015 
Outperformance continues...Valuation high 
Amara Raja Batteries Ltd (ARBL) Q3FY15 posted revenue growth of 24% YoY to 
Rs10.6bn which is in line with our expectation. EBITDA margin stood at 16.9% 
while PAT was up 8% YoY at Rs1bn. ARBL revenue growth is lead by continued 
volume expansion in 2 wheeler, 4 wheeler replacement and industrial batteries. 
EBITDA margin was down 50bps on account of one off newly added capacity 
expenses, additional ads and promotional spends. Drop in crude prices will 
indirectly lower cost but drop in lead prices will be passed to OEM. Though 
retail segment margin will improve since other expenses & advt. cost is 
increasing overall margin sensitiveness will be stable. The stock has achieved 
our target price of Rs528 and has moved up significantly along with its peers. 
P/E has moved to 26x (one year fwd), which is significantly beyond its historic 
valuations of 17x-18x. But auto battery market is duopoly in India; ARBL is well 
poised to maintain high valuation as it is continuously gaining market share in 
auto segment, healthy performance in non-auto segment and improving 
financials. We value the stock at 22x (16x earlier) over FY17E (FY16E earlier) and 
maintain Hold rating with a target price of Rs 908. 
Industrial segment volume grew 31% QoQ 
The industrial battery volumes continue to post double digit revenue growth 
despite challenging market conditions. The recently commissioned new plant for 
MVRLA batteries helped ARBL to overcome the capacity constraints. The QRS 
(Quick Recharge Series) battery which contributes about 40% of the total telecom 
battery business is selling exceptionally well. It is expected that QRS contribution 
is likely to move up to 55%.  
Brown field expansions complete...  
ARBL has already commissioned all stages of brown field expansion of its huge 
capacity expansion plans over the past few quarters which enhanced the capacity 
of 4W,2W, and MVRLA (Medium Valve Regulated Lead Acid) batteries to 6mn, 
8.4mnand 3.6mn respectively. Currently the company is concentrating on the 
green field expansion for 4 wheeler batteries which will be commissioned soon. 
Expansion for LVRAL batteries is expected to be commissioned by Dec 2015. The 
new capacity will cater to increase in demand from exports. Once the total capex is 
in place, total additional revenue of Rs16.75bn is expected at full capacity by 
FY17E. 
2W going strong...4W & Exports picking up... 
2W volume growth for ARBL has remained strong at 56% and 4W volumes have 
started to pick up at 12% during the quarter. 7% of total revenues are contributed 
by exports which are high margin business. We may see export contribution going 
up further, thereby aiding improved margins. Margin for the quarter was 16.9%, 
down 50bps which is lead by incremental ads and promotion spends and one off 
expenses from recently expanded capacity. ARBL is likely to outperform its peers 
but our concern is that when the new capacity is fully operational and if the 
industrial and OEM volumes of ARBL remain muted then the margins will come 
under pressure due to increase in overhead costs.  
Valuation 
We believe that ARBL’s ability to gain market share, healthy top line growth of 
~22% and expansion of margins from an average of 15.5% to 17% have helped 
ARBL gain valuation beyond historical levels of 17x-18x. We believe that the stock 
should continue to get high valuations as it has excellent fundamentals and the 
industry volume growth has started signs of revival. ARBL is currently trading at 
Rs895 at P/E of 25.4x and 20.8x for FY16E and FY17E respectively. We 
recommend HOLD rating for the stock with the target P/E of 22x on FY17E. 

RETAIL EQUITY RESEARCH      
Amara Raja Batteries Ltd   
Automobile Ancillaries  
BSE CODE: 500008 NSE CODE: AMARAJABAT  

CMP Rs859 TARGET Rs908 RETURN 5.6% 
Bloomberg CODE: AMRJ IN SENSEX: 29,183  

Company Data 
Market Cap (mn) Rs 146,897 
Enterprise Value (mn) Rs 147,906 
Outstanding Shares (mn) 170.8 
Free Float (%) 48% 
Dividend Yield 0.4% 
52 week high (Rs) 946 
52 week low (Rs) 321 
3m average volume-BSE+NSE (mn) 0.36 
Beta 0.76 
Face value Rs 1 
Shareholding (%) Q1 FY15 Q2 FY15 Q3 FY15 
Promoters 52.06 52.06 52.06 
FII’s 16.87 18.07 18.22 
MFs/Insti 9.53 8.82 8.71 
Public 21.54 21.05 21.01 
Others - - - 
Total 100.0 100.0 100.0 

Price Performance 3mth 6mth 1 Year 
Absolute Return 37.1% 83.5% 167.6% 
Absolute Sensex 8.1% 13.3% -.04% 
Relative Return* 26.9% 62.0% 168.7% 
*over or under performance to benchmark index 

 

Y.E Mar (Rsbn) FY15E FY16E FY17E 
Sales 42.1 52.3 63.9 
Growth (%) 22.6 24.2 22.1 
EBITDA 7.2 8.8 10.7 
Growth (%) 29.1 22.1 21.8 
PAT Adj 4.1 5.7 7.0 
Growth (%) 11.9 39.8 22.12 
Adj.EPS 24.2 33.8 41.3 

Growth (%) 11.9 39.8 22.1 
P/E 35.6 25.4 20.8 

P/B 8.5 6.5 5.1 
EV/EBITDA 20.5 16.8 13.8 
RoE (%) 26.7 29.0 27.3 

D/E 0.13 0.12 0.09 
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Quarterly Financials 
Profit & Loss Account 

(Rs mn) Q3FY15A Q3FY14A YoY Growth % Q2FY15A QoQ Growth % 

Sales 10,733 8,599 24 10,709 0 

EBITDA 1,800 1,503 20 1,853 6 

Depreciation 288 189 84 366 -21 

EBIT 1,512 1,346 12 1,486 2 

Interest .6 .3 100 .4 50 

Other Income 47 72.8 -35 58.8 -20 

PBT 1,558 1,418 10 1545 1 

Tax 535 469 14 539.3 -1 

Reported PAT 1023 950 8 1006 2 

Adjustment - - - - - 

Adj PAT 1023 950 8 1006 2 

No. of shares (mn) 170.8 170.8 - 170.8 - 

EPS (Rs) 5.99 5.89 8 5.56 2 
Source: Geojit BNP Paribas Research, Company Data        
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



  

Standalone 
Profit & Loss Account  
 

Y.E Mar (Rs mn) FY13A FY14A FY15E FY16E FY17E 
Sales 29,614 34,345 42,119 52,324 63,893 
% change 25.2 16.0 22.6 24.2 22.1 
EBITDA 4,515 5,582 7,210 8,800 10,720 
% change 33.0 23.6 29.2 22.1 21.8 
Depreciation 652.7 645.7 1,264.0 733.5 802.2 
EBIT 3,854 4,936 5,946 8,067 9,917 
Interest 10.0 7.2 1.4 1.6 1.6 
Other Income 268.7 455.1 250.0 300.0 300.0 
PBT 4,021 5,346 6,194 8,365 10,216 
% change 33.1 32.9 15.9 35.0 22.1 
Tax 1,351 1,692 2,064 2,593 3,167 
Tax Rate (%) 0.34 0.32 0.33 0.31 0.31 
Reported PAT 2,670 3,653 4,130 5,772 7,049 
Adj* -91.57 -38.80 0.00 0.00 0.00 
Adj PAT 2,762 3,692 4,130 5,772 7,049 
% change 39.07 33.68 11.87 39.76 22.12 
No. of shares (mn) 170.8 170.8 170.8 170.8 170.8 
EPS (Rs) 16.17 21.61 24.18 33.79 41.27 
% change 39.1 33.7 11.9 39.8 22.1 
DPS (Rs) 2.94 2.94 2.94 2.94 2.94 
CEPS (Rs) 20.04 25.40 31.58 38.09 45.96 

 
Balance Sheet 

Y.E Mar (Rs mn) FY13A FY14A FY15E FY16E FY17E 
 Cash & Bank  4,108 2,946 4,007 6,115 7,210 
 A/C receivable  3,807 4,528 6,347 8,315 10,153 
 Inventories  2,929 3,350 4,551 5,976 7,880 
 Other Cur. Assets  2,082 2,731 3,635 5,304 7,352 
 Investments  161 161 161 161 161 
 Gross fixed assets  6,675 9,893 12,836 13,836 15,336 
 Net fixed assets  3,555 6,199 7,879 8,145 8,843 
 CWIP  1,025 1,444 500 500 500 
 Intangible assets  39 36 44 85 110 
 Def. tax  net  -195 -301 -301 -260 -208 
 Other assets  - - - - - 
 Total assets  17,510 21,093 26,821 34,341 42,000 
 Cur. liabilities  1,807 2,157 2,655 3,320 4,056 
 Provisions  2,870 3,188 4,385 5,591 6,127 
 Debt funds  872 843 1,010 1,010 1,010 
 Other liabilities  99 84 250 250 250 
 Equity capital  171 171 171 171 171 
 Reserves   10,427 13,456 17,083 22,352 28,898 
 Total Equity  10,598 13,627 17,254 22,523 29,069 
 Total liabilities  17,510 21,093 26,821 34,340 42,000 
 BVPS (Rs)  62 80 101 132 170 

 
Cash flow 

 

Y.E Mar (Rs mn) FY13A FY14A FY15E FY16E FY17E 
 Net inc. + Depn. 4,795 6,012 7,458 9,099 11,018 
 Non-cash adj.  -1,347 -2,124 -2,358 -2,933 -3,516 
 Changes in W.C  -94 -1,209 -1,989 -2,811 -4,677 
 C.F.O  3,355 2,680 3,111 3,355 2,824 
 Capital exp. -746 -3,634 -2,008 -1,041 -1,525 
 Change in inv. -459 0 0 0 0 
 Other invest.CF  0 0 455 296 300 
 C.F - investing  -1,205 -3,179 -1,712 -741 -1,225 
 Issue of equity  - - - - - 
 Issue/repay debt  43 -28 166 - - 
 Dividends paid  -375 -503 -503 -503 -503 
 Other finance.CF  -1 -131 -2 -2 -2 
 C.F - Financing  -333 -663 -338 -505 -505 
 Chg. in cash   1,816 -1,162 1,060 2,109 1,095 
 Closing cash   4,108 2,946 4,007 6,115 7,210 
 No. of shares(mn) 4,795 6,012 7,458 9,099 11,018 

 

 

 

 

 

 

Ratios 

Y.E Mar (Rs mn) FY13A FY14A FY15E FY16E FY17E 
Profitab. & Return      
 EBITDAmargin(%)  15.2 16.3 17.1 16.8 16.8 
 EBIT margin (%)  13.0 14.4 14.1 15.4 15.5 
 Net profit mgn.(%)  9.3 10.7 9.8 11.0 11.0 
 ROE (%)  29.3 30.5 26.7 29.0 27.3 
 ROCE (%)  16.1 18.3 15.6 17.7 17.0 
W.C & Liquidity       
 Receivables (days)  43.2 44.3 47.1 51.1 52.7 
 Inventory (days)  51.2 50.2 52.1 55.5 59.8 
 Payables (days)  26.8 31.7 31.7 31.5 31.8 
 Current ratio (x)  2.8 2.5 2.6 2.9 3.2 
 Quick ratio (x)  4.4 3.4 3.9 4.3 4.3 
Turnover & Levg.       
 Gross asset T.O (x)  4.6 4.1 3.7 3.9 4.4 
 Total asset T.O (x)  1.9 1.8 1.8 1.7 1.7 
 Int. covge. ratio (x)  386.2 685.6 4246.9 5041.9 6198.4 
 Adj. debt/equity 
(x)  

0.2 0.2 0.1 0.1 0.1 

Valuation ratios      
 EV/Sales (x)  5.0 4.3 3.5 2.8 2.3 
 EV/EBITDA (x)  32.7 26.5 20.5 16.8 13.8 
 P/E (x)  53.2 39.8 35.6 25.4 20.8 
 P/BV (x)  13.9 10.8 8.5 6.5 5.1 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

Recommendation Summary (last 3 years)  
 

Dates Rating Target 

 

 29 November 2013 Accumulate 360 

 24 January 2014 Accumulate 392 

 29 May 2014 Accumulate 438 

 7 August 2014 Hold 528 

 30 January 2015 Hold 908 

    
    
    
    

    

    

    

    

    

Source: Bloomberg, Geojit BNP Paribas Research          
Investment Rating Criteria 
Large Cap Stocks;  Mid Cap and Small Cap; 
 Buy  - Upside is 10% or more. 
 Hold  - Upside or downside is less than 10%. 
 Reduce      - Downside is 10% or more. 

 

Buy  - Upside is 15% or more. 
Accumulate* - Upside between 10% - 15%. 
Hold  - Absolute returns between 0% - 10%. 
Reduce/Sell - Absolute returns less than 0%. 
To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and 
‘Reduce’ as Sell. 

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It 
is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. 
* For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. Please note that the stock always carries the risk of 
being upgraded to BUY or downgraded to a HOLD, REDUCE or SELL. 
 
General Disclosures and Disclaimers 
• I, Mathew V, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of the 

subject issuer or securities. This report does not take into account the specific investment objectives, financial situation/circumstances and the 
particular needs of any specific person who may receive this document. This report has been prepared by the Research Team of Geojit BNP Paribas 
Financial Services Limited, hereinafter referred to as GBNPP. 

• GBNPP, a publically listed company, is engaged in the services of retail broking, credit, portfolio management and marketing investment products 
including mutual funds, life and general insurance and properties.  

• Recipients of this report should assume that GBNPP entities may receive commission, brokerage, fees or other compensation from the company or 
companies that are the subject of this report. This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument 
or as an official confirmation of any transaction. The information contained herein is from publicly available data or other sources believed to be 
reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. We have also reviewed the research report for 
any untrue statements of material facts or any false or misleading information. GBNPP and/or its Affiliates and its officers, directors and employees 
including the analyst/authors shall not be in any way be responsible for any loss or damage that may arise to any person from any inadvertent error in 
the information contained in this report. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis 
for an investment decision. The user assumes the entire risk of any use made of this information. Investors may lose his/her entire investment under 
certain market conditions so before acting on any advice or recommendation in these material, investors should consider whether it is suitable for their 
particular circumstances and, if necessary, seek professional advice. Securities are subject to fluctuations in rates that could have an adverse effect on 
the value or price of or income derived from the investment. The price, volume and income of the investments referred to in this report may fluctuate 
and investors may realize losses that may exceed their original capital. Each recipient of this report should make such investigation as it deems 
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this report (including the merits and 
risks involved). 

• Though disseminated to clients simultaneously, not all clients may receive the reports at the same time. This document is not for public distribution 
and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose 
possession this document may come are required to observe these restrictions. Opinions expressed herein are our current opinions as of the date 
appearing on this report only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be regulatory, 
compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not 
predictions and may be subject to change without notice. Reports based on technical analysis are focused on studying charts of a stock's price 
movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's 
fundamentals. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or 
price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies 
effectively assume currency risk.  

• The reports include projections, forecasts and other predictive statements which are based on GBNPP analysts’ assumptions and expectations in the 
light of currently available information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, 
variables and uncertainties. The actual performance of the companies represented in the report may vary from those projected. The projections and 
forecasts described in this report should be evaluated keeping in mind the fact that these-  
-are based on estimates and assumptions 
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-will vary from actual results over a period of time 
-are not scientifically proven to guarantee certain intended results 
-are not published as a warranty and donot carry any evidentiary value 
-are not based on certain generally accepted accounting principles 
-are not to be relied on in contractual, legal or tax advice.  

• We further undertake that- 
-No disciplinary action has been taken against the Research Analyst/s or GBNPP by any authority in connection with their respective business activity. 
-GBNPP, Research Analysts, persons reporting to Research Analysts and their relatives may have financial interests and material conflict of interest in 
the subject company.  
-GBNPP, Research Analysts, persons reporting to Research Analysts and their relatives may have actual/beneficial ownership of 1% or more in the 
subject company’s securities, at the month immediately preceding the date of publication of this research report. 
-GBNPP and its entities may have from time to time, long or short positions in and buy or sell the securities thereof of the companies mentioned herein 
or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial 
instruments of the company/ies discussed herein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of 
interests with respect to any recommendation and related information and opinions. 

• We have prepared this report based on information believed to be reliable. The recommendations herein are based on 12 month horizon, unless 
otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the 
near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at 
appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed are 
subject to change but we have no obligation to tell our clients when our opinions or recommendations change. This report is non-inclusive and does 
not consider all the information that the recipients may consider material to investments. This report is issued by GBNPP without any 
liability/undertaking/commitment on the part of itself or any of its entities. We may have issued or may issue on the companies covered herein, 
reports, recommendations or information which is contrary to those contained in this report. GBNPP will not treat the recipients of this report as 
clients by virtue of their receiving this report.  
 

GBNPP represents that: 
• In the last 12 months, it or its associates have not received any compensation from the subject company. No part of the research analyst's compensation 

was, is, or will be, directly or indirectly, related to the specific recommendation or view expressed by the research analyst in this report. Like all GBNPP 
employees, analysts receive compensation that is impacted by overall firm’s profitability. This research report is offered to our clients without any 
fees/cost. 

• In the past 12 months, it or its associates have not managed or co-managed any public offering for this company. 
• In the past 12 months, it or its associates have not received any compensation for investment banking or merchant banking or brokerage services from 

the subject company. 
• In the past 12 months, it or its associates have not received any compensation for products or services other than investment banking, merchant banking 

or brokerage services from the subject company. 
• It or its associates have not received any compensation or other benefits from the subject company or any third party in connection with this research 

report. 
• It has not engaged into market making activity for the subject company. 
• The analyst has not served as an officer, director or employee of the subject company. 

The securities discussed in this report may not be suitable for all investors and may not be eligible for sale in all jurisdictions or to all categories of 
investors. The countries in which the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in 
securities by nationals of other countries. Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be 
restricted by law, and persons into whose possession this document comes should inform themselves about, and observe any such restrictions. Failure to 
comply with this restriction may constitute a violation of any foreign jurisdiction laws. 

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and 
Exchange Board of India before investing. In reviewing this document you should be aware that any or all of the foregoing may give rise to potential 
conflicts of interest. 
 

 

 


