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Industry CMP Recommendation Add on dips to Sequential Targets Time Horizon 

Auto Parts & Equipment Rs. 211.5 Buy at CMP and add on declines Rs. 191-196 Rs. 240-267 1-2 quarters 
 

GNA Axles Ltd (GNAAL) is a Punjab based manufacturer of rear axle shafts, other shafts and spindles used in on-highway 
vehicular (including LCVs, MCVs, HCVs, bus etc) and off-highway vehicular (agricultural tractors and machinery, forestry, 
construction equipment, mining etc) segments. GNAAL's customers including OEMs such as Mahindra & Mahindra, John 
Deere, Tractors and Farm Equipment (TAFE) and tier 1 suppliers to OEMs such as Automotive Axles, Meritor HVS AB and 
Dana. For FY17, ~43% of its revenue came from exports. 
 

Investment Rationale: 

 Leading manufacturers of Axles Shafts in India, 

 Diversified products and long term customer’s relationship, 

 Strong recovery in tractor segment to drive growth, 

 Promising demand outlook of CV in International and domestic market could help growth, 

 Capex plans (out of IPO proceeds) to enhance capacity optimization from end FY18 onwards. 
 
Concerns: 

 Dependence on CV/tractor segments which are cyclical at times, 

 Significant dependence on large domestic and international customers, 

 Currency fluctuation risk, Higher raw material prices, Economic slowdown,  

 Depends on Automobile Sector, Higher receivables days, Reduction in Government incentives. 
 

View and Valuation: 
Due to improvement in industrial activity, steady agricultural output led by better monsoon and strong focus on infrastructure 
projects execution commercial vehicle and tractor sales are expected to grow in near future. Implementation of GST in the 
current year will further expedite the resurrection of industrial and economic growth in the country. Apart from this, global 
auto sales outlook in CV and Tractor segments is expected to be an additional trigger for the company.  
 
Focused sales and cost control efforts will enable the company to overcome the slowdown seen in H2FY17 and we think the 
coming two years would be better, aided by better demand conditions and higher capacity available at GNAAL.   Considering 
high export revenue composition, expected recovery in domestic sales and the company's market leadership position in the 
tractor segment, we feel investors could buy the stock at the CMP and add on dips to Rs. ~191-196 band (~10.5x FY19E EPS) 
for sequential targets of Rs 240 (13x FY19E EPS) and Rs 267 (14.5x FY19E EPS). At the CMP of Rs 211.50 the stock trades at 
11.5x FY19E EPS. 
 
 

HDFC Scrip Code GNAAXLEQNR 

BSE Code 540124 

NSE Code       GNA 

Bloomberg GNA  IN 

CMP  May 05 2017 Rs. 211.5 

Equity Capital (Rs cr) 21.5 

Face Value (Rs) 10.0 

Eq- Share O/S(crs)  2.15 

Market Cap (Rs crs) 457.2 

Book Value (Rs) 138.3 

Avg. 52 Wk Volumes 26752 

52 Week High  275.6 

52 Week Low 171.1 

  

Shareholding Pattern % (Mar 31, 17) 

Promoters 70.7 

Institutions 14.5 

Non Institutions 14.8 

Total 100.0 
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Financial Summary: 
Particulars, Rs in 
Cr 

Standalone Consolidated 

Q4FY17 Q4FY16 YoY-% Q3FY17 QoQ-% FY16 FY17E FY18E FY19E 

Net Sales 126.3 133.4 -5.3% 118.5 6.6% 502.6 512.0 567.4 647.2 

EBITDA 17.0 22.7 -25.2% 19.4 -12.6% 82.3 80.4 90.2 101.6 

APAT 6.1 7.3 -16.7% 8.1 -24.9% 26.0 29.6 35.7 39.6 

Diluted EPS (Rs) 2.9 3.4 -16.7% 3.8 -24.8% 12.1 13.8 16.6 18.4 

P/E (x)           17.5 15.4 12.7 11.5 

EV/EBITDA (x)           7.2 6.7 5.9 5.2 

RoE (%)           18.8% 10.0% 11.3% 11.7% 
(Source: Company, HDFC sec) 

Company Profile:  
GNA Axles Ltd (GNAAL) is a Punjab based manufacturer of rear axle shafts, other shafts and spindles used in on-highway 
vehicular (including LCVs, MCVs, HCVs, bus etc) and off-highway vehicular (agricultural tractors and machinery, forestry, 
construction equipment, mining etc) segments. GNAAL's customers including OEMs such as Mahindra & Mahindra, John 
Deere, Tractors and Farm Equipment (TAFE) and tier 1 suppliers to OEMs such as Automotive Axles, Meritor HVS AB and 
Dana. For FY17, ~43% of its revenue came from exports. 
 

The company has two manufacturing facilities, both are located in Punjab. As of March 31, 2016, both manufacturing units 
have a total annual manufacturing capacity of 2.30 million rear axle shafts, 0.40 million other shafts and 0.30 million spindles.  
These manufacturing facilities include machinery imported from various countries including Italy, Germany, Japan, China and 
Taiwan, used for various processes such as materials testing, forging, heat treatment, machining, induction hardening and 
packaging. It exports products to various countries across America, Europe and Asia Pacific. 
 

In June 2015, GNAAL has incorporated a wholly owned subsidiary GNA Inc. in West Bloomfield, Michigan, USA to facilitate the 
supply of goods to Dana Limited., US.  
 

Business Overview: 
Broadly, GNAAL is engaged in manufacture of (1) Rear axle shafts, (2) Spindles, and (3) other shafts 
 

Rear axle shafts 
Rear axle shafts are the primary products and this segment contributed 83.61% to its FY16 revenues and 80.96% of 
components manufactured in FY16. GNAAL manufactures and supplies a diverse range of rear axle shafts under the on-
highway segment, for light, medium and heavy commercial vehicles including transport vehicles such as buses. Company also 
manufactures and supplies a diverse range of rear axle shafts under the off-highway segment, for tractors, forestry and 
agriculture machinery, construction equipments, electric carts and other specialty vehicles used for mining and defense. 
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Spindles 
GNAAL manufactures spindles for both on-highway and off-highway vehicular segments. Spindle is a part of axle housing 
assembly of an automobile. The main purpose of the spindle is to transmit torque. Spindles contributed approximately 8.53% 
of its FY16 sales and ~ 7.40% of components manufactured in FY16. 
 
Other shafts 
GNAAL manufactures other shafts including drive shafts, power take-off shafts, hydraulic lift shafts, and transmission shafts. 
These shafts are a part of transmission assembly of an automobile. Drive shaft is a mechanical component for transmitting 
torque and rotation, usually used to connect other components of a drive train that cannot be connected directly because of 
distance or the need to allow for relative movement between them. Other shafts contributes 11.64% of its FY16 revenues and  
11.2% of FY16 components manufactured. 
 
 

   
Rear axle shafts Spindles Shafts 

(Source: Company, HDFC sec) 
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Revenue Split: 
Business-wise Revenue split:                                                           Geography-wise Revenue Split: 

  
(Source: Company, HDFC sec) 

                                                                         Export Sales                                                                                          CV and Tractor's Contribution   

                                                                                

(Source: Company, HDFC sec) 
 

Operating Metrics: 

Products, Mn(Nos) Installed Capacity-(FY16) Production-(FY16) Capacity Utilization 

Rear Axles Shafts 2.30 1.836 79.8% 

Other Shafts 0.40 0.264 66.0% 

Spindles 0.30 0.168 55.9% 
                                                                                                                                                                                             (Source: Company, HDFC sec) 
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Client Concentration: 

Particulars FY12 FY13 FY14 FY15 FY16 

Domestic 

Top-5 45.4% 45.3% 43.9% 31.5% 29.5% 

Top-10 58.8% 60.6% 60.3% 45.5% 39.9% 

International 

Top-5 23.4% 24.0% 26.4% 33.7% 43.3% 

Top-10 28.6% 29.5% 31.5% 41.5% 52.1% 

Overall 

Top-5 52.7% 50.1% 51.2% 48.2% 56.5% 

Top-10 71.8% 70.0% 72.2% 66.9% 72.9% 
                                                                                                                                                                                          (Source: Company, HDFC sec) 

 

Milestone so far: 
Year Achievements 

1994 Company obtained certificate for commencement of business 

1995 Company started supply of fully finished and ready to assemble mechanised axle shafts to OEMs, such as M&M Ltd 

2002 - 2003 Started exports to USA and Europe 

2004 Installed 13” Up setter with new heat treatment shop 

2007 Commissioned 66 kVA dedicated electricity supply line for Unit I 

2008 Invested in forging technology for rear axle shafts with direct drive screw press supported by robots 

2012 Commissioned Unit II with facility for commercial vehicle axle shafts and spindles machining 

2013 
Commissioned Lasco extrusion press supported by robots and electric heat treatment furnace at Unit II 

Commissioned direct drive screw press for heavy axle shaft forgings supported by robots at Unit I 

2015 Commissioned 66 kVA dedicated electricity supply line for Unit II 

2016 Come out with public issue 
    (Source: Company, HDFC sec) 

 
Industry Overview: 
 

In Domestic Context 
Commercial vehicle sales are expected to grow due to improvement in industrial activity, steady agricultural output and 
strong focus on infrastructure project execution along with continued capacity constraints in the railways in next four to five 
years. Implementation of GST could further expedite the evolution of the hub-and-spoke model for transportation in the 
country, where small CVs are used for last mile or spoke distribution, and HCVs for hub-to-hub transportation. This is 
expected to boost CV growth in the coming years. 
 

Tractor demand is expected to increase by 8-9% CAGR from FY15 to FY20 against an estimated 16% CAGR seen from FY09 to 
FY14 supported by the following reasons:  
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 Increase in farm profitability due to healthy growth in MSP and growth in crop yields, due to increase in irrigation intensity 
leading to increase in crop output.  

 Increased focus of the government on agriculture through agricultural credit. 

 Expectation of favorable outcomes from monsoon in current year, 
 

Rear axle shaft and spindle volume is expected to grow at a CAGR of 10-11% and 11-12%, respectively between FY15 and 
FY20. 
 
In Global Context 
With strong economic growth in recent years, production of CV is expected to grow at a strong pace of around 10% in near to 
medium term. Overall, CV production in North America is expected to post 4-5% CAGR between CY 2015 and CY2020. 
Agricultural equipment demand over the past decade has been fairly robust due to high crop prices, which has translated into 
strong farmer receipts. These high crop prices are the result of government policies and growing demand in emerging 
markets. Lately however the crop prices have fallen. 
 

Among major European Union countries; Spain, Germany, France, Italy, Poland are expected to do well in the near future. In 
the long term, growth in Turkey, Russia and Eastern European countries will be dynamic although geo-political tensions may 
impact growth. CV production in Europe is expected to post around 5% CAGR between CY 2015 and CY 2020. Overall, tractor 
production in Europe is expected to remain flat over the next five years. 

 

Exports: 
Auto component exports are expected record a robust 17-20% CAGR between FY15 and FY20 led by: 

 Higher automobile production in key target markets;  

 Penetration potential of Indian players; and 

 Surge in component sourcing by global automakers from India.  
 

In North America, rear axle shaft and spindle volume could post a CAGR of 4.5% and 4.7%, respectively, between CY15 and 
CY20, and in Europe, rear axle shaft and spindle volume to post a CAGR of 4.6% and 5%, respectively, between CY14 and 
CY20. 

 
Investment Rationale:  
 

Leading manufacturers of Axles Shafts in India: 
GNAAL is one of the leading manufacturers of axle shafts for commercial vehicles (CV) and off-highway vehicles in India. It has 
a considerable presence in export markets led by rich experience in the development and manufacturing of axle shafts. 
GNAAL has the ability to compete globally in measurable quality, cost, delivery and technology. As per CRISIL estimates, the 
domestic rear axle shaft market is expected to grow at 13% CAGR over the next five years and new opportunities are 
expected to open up for export-oriented, low cost countries such as India. Apart from this, demand across the global markets 
is looking lucrative because of higher CV demand. Its leadership position provides the platform to benefit from this growth, 
both domestically and globally.  
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Company has generated business from the following new customers over the course of the past three years 

Year Name of customers Product segment catered to 

FY16 Dana Australia Pty Limited, Australia Rear Axle Shafts for HCVs 

FY15 Meritor HVS Australia Rear Axle Shafts for HCVs 

FY15 Dana Industrial Ltda, Brazil Rear Axle Shafts for LCVs 

FY15 TAFE Motors & Tractors Limited Rear Axle Shafts for Tractors 

FY15 Dana Commercial Vehicles USA Rear Axle Shafts for HCVs, MCVs and LCVs 

FY15 Meritor Heavy Vehicle Systems LLC, USA Rear Axle Shafts for HCVs, MCVs and LCVs 

FY14 Tumosan Motor VE Tractor Turkey Rear Axle Shafts for Tractors 
                                                                                                                                            (Source: Company, HDFC sec) 

 
Rear Axes Shafts Contribution in revenue-%  

 
                        (Source: Company, HDFC sec) 

 
Diversified products and Long term customer’s relationship: 
GNAAL manufactures wide variety and range of rear axle shafts and has capacity to manufacture rear axle shafts of up to 165 
kg input weight. Company has established a strong presence across various automotive segments including commercial 
vehicles and off-highway vehicles. Apart from this, Company also manufactures a range of spindles and other shafts for 
automotive application. 
 

GNAAL has strong and established relationship with its customers. Certain domestic customers such as Mahindra & Mahindra 
Ltd have been customers since 1995. Further, Company has supplied axles to some of overseas customers for more than a 
decade. Its customers include global OEMs and tier-1 suppliers such as Dana Limited (USA, Mexico and Brazil), John Deere 
(Spain and USA), Kubota Corporation (Japan) and Meritor HVS AB (Sweden, Italy, Brazil, USA), as well as leading Indian OEMs 
and tier-1 suppliers such as Claas India Private Limited, TAFE, International Tractors Ltd, Escorts Limited, Axles India Ltd, 
Automotive Axles Limited and Mahindra & Mahindra Ltd. 
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Revenue from large domestic customers 

 
                        (Source: Company, HDFC sec) 

 

Long term relationships with key customers provides an opportunity to cross sell to them in other vehicle and equipment 
segments into which they may diversify. This also gives an opportunity to grow sales in line with the growth of clients. 
 
Strong recovery in tractor segment to drive growth:  
GNNAL reports 70% of its domestic revenue from the tractor segment where it holds ~50% market share. In the last two 
years, Company had seen de-growth in the tractor industry due to poor monsoons which has resultantly impacted GNAAL's 
domestic revenue growth. However, tractor sales grew with strong pace of 18% (YoY) during FY17 showing recovery at major 
tractor players, thanks to the favorable monsoon in 2016. Industry had reported 13% and 10.5% sales de growth in FY15 and 
FY16 on YoY basis, respectively. Going forward we expect the company's domestic revenue to improve on the back of strong 
recovery in the tractor segment. 
 

Domestic Tractor Sales over the past 7 years 

 
                                  (Source: Company, HDFC sec) 
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Strong global footprint:  
GNAAL's export revenue is constituted by America (~49%, North and South), Europe (~33%), the Asia Pacific (~18%), and the 
balance is accounted by Australia. Exports constituted ~43% of the company's total revenue for FY17. The company's major 
clients include Meritor HVS AB, John Deere, Transaxle Manufacturing of America, Dana Ltd and Kubota Corporation. The 
company reported a strong ~33% export revenue CAGR over FY2013-16; revenue from Europe was up by 20%, APAC was up 
by 19%, while North America declined by 14% in FY17. We expect continuation of healthy growth over the next 2-3 years on 
the back of low cost manufacturing advantages in India, the company's diversified product portfolio, resumption of growth in 
the North American market (led by class 8 trucks) and with the company tapping newer international geographies.  
 

Promising demand outlook of CV in International and domestic market could support to generate revenue:  
The global medium and heavy commercial vehicle market will see numerous developments in the long run such as shifts in 
market growth, changes in demand fundamentals, environmental regulations and technological developments. In the short-
run, demand for medium and heavy commercial vehicles in North America, Europe and Asia is expected to drive the global 
sales. Infrastructure investments, industrialization, and increasing logistic activities particularly in Asia will be some major 
drivers behind the growth. 
 

In India, outlook on the domestic CV industry continues to remain stable in the near-term as series of measures to revive 
economic growth have started yielding results in some key sectors such as pick-up in execution activity in Road & Highway 
projects along with cement consumption and other allied sectors. ICRA expects improvement in growth of Indian economy     
could drive better agricultural growth (on back of expectation of favorable monsoons) and pick-up in domestic consumption.  
 

Apart from this, long-awaited Goods and Services Tax (GST) is expected to boost trucking and freight efficiency. We hope 
period after October 2017 to be better period for commercial vehicle manufacturers, once the GST is rolled out and there will 
be no hurdles of border checks, lower tax burden on companies and also lower cost of vehicles leading to higher sales. 
 

CV and Tractor’s contribution-% (FY16) 

 
                                  (Source: Company, HDFC sec) 

As on 31st March 2016, CV contributed ~52% to GNAAL revenue, its 70% export revenue comes from CV segment. 
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Consistent revenue and profitability growth: 
GNAAL’s performance has been consistent over the past, achieving revenue growth from FY12 to FY17 at a CAGR of 5.5% to 
Rs 502 cr. Profit after tax grew by CAGR of 11.8% to Rs 29.6 cr on account of high growth in export sales. GNAAL has 
consistently been reporting margin improvement over the last five years on back of its effective cost management strategy 
and higher composition of exports in the revenue mix which entail better margins vis-a-vis the domestic market. The company 
has reported operating margin improvement from 13.0% in FY12 to 15.7% in FY17 and PAT margin from 4.3% in FY12 to 5.8% 
in FY17. Going forward, we expect GNAAL to continue to deliver a healthy performance on the operating front. 
 

Taking into the consideration better monsoon in coming years and capacity addition by company, GNAAL could generate 
comparatively better revenue growth in next two years. During FY17, demonetization and gradual shift to using cheques and 
online transfers (NEFT, RTGS) for making purchases hit the tractor demand. We expect GNAAL to overcome the issues of FY17 
soon enough. We expect GNAAL could report 10.8% and 14.1% revenue growth in FY18E and FY19E respectively.  
 
Revenue and Revenue growth-%                                                     Margins, 

  
                                                        (Source: Company, HDFC sec) 

Effective cost control measures could help to improve margin going forward: 
GNAAL management is focused on using effective cost control measures like better use of technology, and expansion of 
existing facilities, etc, to manage margins.  Company’s export margin is a little higher than its domestic sales and company 
plans to increase its export business. Apart from this, company plans to enter into SUV segment, which could provide more 
scope to report better margins going forward.  
 
Export Oriented business strategy could generate more earnings opportunities going forward: 
GNAAL intends to leverage the low cost advantages of manufacturing in India and has seen an increasing trend in export sales 
in Fiscals 2016, 2015 and 2014 (though exports fell in FY17 due to weakness in North American markets). GNAAL plans to 
capitalize on the available tax incentives provided by the Government of India, such as export promotion capital goods and 
duty drawback schemes, to offer cost advantages to its overseas customers. Company plans to work closely with the global 
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sourcing and R&D offices for overseas customers to develop relationships and enhance global customer base. GNAAL can take 
advantage of the existing relationships with overseas customers and expand these relationships into other product segments. 
 
Capex plans (out of IPO proceeds) to enhance capacity optimization from end FY18 onwards.: 
GNAAL plans to purchase new machinery to be installed in its two manufacturing facilities which will expand its capacity of 
rear axle shafts from 2.3 mn pieces to 3.1 mn pieces.  It plans to acquire machinery in machine shop and heat treatment shop 
for optimum capacity utilization of forging presses already installed such as screw press and deep extrusion press for spindles. 
It plans to purchase machinery in forging, heat treatment and machine shop for additional capacity build-up for axle shaft 
business. Company also plans to purchase service equipments such as fork lifters and DG sets. Company also expects to 
further invest in achieving greater levels of automation by acquiring automatic line for the sawing of round and square bars, 
fully automatic grinder and polisher and industrial robots such as IRB 7600/500kg. 

 

As on 31st March 2017, company has spent ~Rs 19.4 cr to purchase plant and Machineries post public issue, which happened 
on Oct 2016, net proceeds of fresh issue was Rs 119 cr. In near to medium term company could invest Rs 60.6 cr for acquiring 
machines and developing plants additional capacity going forward. 
 
Expected fund location plans 
Unit I located in village Mehtiana, district Hoshiarpur, Punjab 

Equipment Description No of Quantity Unit Cost, Cr Total amount, Cr 

Doosan Infracore Powerful Heavy duty turning center Model Puma 
4100 LMA with 0iT FANUC controller (3) 2 1.375 2.8 

Special purpose Vertical Moving column Machine 6 0.569 3.4 

Robot Model IRB 7600/500 kg/2550mm 8 0.64 5.1 

Isothermal Annealing Plant 4 TPH capacity 2 6.15 12.3 

Abrasive cutting Machine XXL Auto ( Model Baincut – XXLA) 2 0.358 0.7 

Fully Automatic Grinder/ Polisher Model: BAINPOL - AUTO 2 0.081 0.2 

Total 24.5 
                                                        (Source: Company, HDFC sec) 

 
Unit II located at village Gulabgarh Jattan, district Kapurthala, Punjab 

Equipment Description No of Quantity Unit Cost, Cr Total amount, Cr 

Doosan Infracore Powerful, Heavy Duty Turning centre Model PUMA 
4100C With 0it 3 1.23 3.7 

Screw Press with Direct Drive 270 L 1 17.49 17.5 

Electro upsetting machine type RI0300X2 DC 3 5.80 17.4 

Automatic Line for the Sawing of round and square Bars Model S 56 2 3.02 6.0 

Others 11.1 

Total 55.7 
                                                        (Source: Company, HDFC sec) 



 RETAIL RESEARCH 
 

 

 
RETAIL RESEARCH P a g e  | 12 
 

 

All these will enhance the capacity of GNAAL and will enable it to handle better jobs, reduce wastage and improve 
productivity of its workmen. 
 

Risk and Concerns:  
 

Dependence on some large customers: 
GNAAL earns ~30% revenue from top-5 customers and ~40% revenue from top-10 customers as on 31st March 2016. The loss 
of any significant customers could have an adverse effect and customers often undertake vendor rationalization to reduce 
costs related to procurement from multiple vendors.  
  

Significant dependence on exports or international customers: 
Company’s 43% revenue comes from export business, for FY17, any change in the political or economical scenario in such 
countries or their economic and trade relation with India, change in sales strategy of customers in such countries, change in 
demand for products in such countries could hit its business. 
 

Currency fluctuation risk: 
In a scenario of currency fluctuations, GNAAL business could see some impact. INR appreciation against the currencies of such 
countries, where company has customers, could impact its profitability going forward. 
 

Higher raw material prices:  
GNAAL’s major raw material is Steel Bar (Alloy Steel) and its major suppliers are Vardhman Special Steels, Bhushan Power & 
Steels and Kalyani Steel, etc. Price fluctuations in steel or any disruption on supply by suppliers could impacts its margins 
going forward as passing on the increase to its customers could take some time.  
 

Economic slowdown: 
GNAAL product portfolio depends on growth of Auto Industry, largely Tractor and Commercial Vehicles. Any slowdown, poor 
monsoon, poor flow of farm loan, or macro uncertainty in India as well as outside India could hit its business.  
 

Depends on Automotive Sector:   
Sales of axle shafts and other components are directly related to the production and sales of vehicles and equipments by 
major customers specifically in the commercial vehicle segment. Any adverse changes in the conditions affecting the growth 
of transportation sector can adversely impact operations, financial condition and cash flows. 
 

Higher receivables days: 
Typically GNAAL receives payments for its sales in an average of 60 to 75 days for domestic sales and within 120 to 150 days 
for export customers.  As on 31th March, 2017, receivable days increased to 130 days from 118 days of 31st March 2016. The 
average period for which the sales invoice remains outstanding may increase due to various factors including the general 
economic condition and condition of customers.  
 

Reduction in Government incentives: 
Reduction in Government incentives like Duty Drawback Scheme and inability to meet export obligations under the EPGC 
scheme could have an adverse effect on results of operations. 
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Results review -Q4FY17 
GNAAL reported revenues which were down by 5.3% (YoY) to Rs 126.3 cr on standalone basis in Q4FY17, impacted by weak 
demand from North America market. Revenue from export declined by 18% (YoY) to Rs 56.5 cr;  domestic  revenue  grew by 
6.8% to Rs 77.7 cr. EBITDA declined by 25% to Rs 17cr due to lower sales (mainly exports), currency volatility – weak Euro and 
higher steel prices. PAT was down by 16.7% (YoY) further impacted by higher tax expenses. EBITDA Margin declined by 360 
bps (YoY) to 13.4% and PAT margin was down by 70bps to 4.8% on (YoY) basis during the quarter. 
 
For the full year FY17, Sales rose 1% to Rs 513.4 cr in the year ended March 2017 as against Rs 508.5 cr during the previous 
year ended March 2016. Export  revenue  was  down  by  10.6%  to  Rs 234 cr impacted by weak Latin America,  Latin  America  
was down by 14%, which contributes ~45% of export sales.  Domestic revenue was up by 12% in FY17. Net Profit rose 14% to 
Rs 29.6 cr in the year ended March 2017 as against Rs 26 cr during the previous year ended March 2016. 
 
View and Valuation: 
Due to improvement in industrial activity, steady agricultural output led by better monsoon and strong focus on infrastructure 
projects execution commercial vehicle and tractor sales are expected to grow in near future. Implementation of GST in the 
current year will further expedite the resurrection of industrial and economic growth in the country. Apart from this, global 
auto sales outlook in CV and Tractor segments is expected to be an additional trigger for the company.  
 
Focused sales and cost control efforts will enable the company to overcome the slowdown seen in H2FY17 and we think the 
coming two years would be better, aided by better demand conditions and higher capacity available at GNAAL.   Considering 
high export revenue composition, expected recovery in domestic sales and the company's market leadership position in the 
tractor segment, we feel investors could buy the stock at the CMP and add on dips to Rs. ~191-196 band (~10.5x FY19E EPS) 
for sequential targets of Rs 240 (13x FY19E EPS) and Rs 267 (14.5x FY19E EPS). At the CMP of Rs 211.50 the stock trades at 
11.5x FY19E EPS. 
 
Quarterly Financials – Standalone 

Particulars, Rs in Cr Q4FY17 Q4FY16 YoY-% Q3FY17 QoQ-% FY17 FY16 YoY-% 

Net Sales 126.3 133.4 -5.3% 118.5 6.6% 513.4 508.5 1.0% 

Raw Material Consumed 70.0 85.5 -18.1% 77.4 -9.6% 322.8 330.3 -2.3% 

Stock Adjustment 7.8 -3.5 -324.4% -4.9 261.2% -4.2 -12.8 -67.2% 

Employee Expenses 7.3 6.8 7.5% 6.5 13.0% 27.1 23.7 14.4% 

Other Expenses 24.2 21.9 10.5% 20.1 20.4% 87.3 84.9 2.8% 

Total Expenditure 109.4 110.7 -1.2% 99.1 10.3% 433.0 426.2 1.6% 

EBITDA 17.0 22.7 -25.2% 19.4 -12.6% 80.4 82.4 -2.3% 

Depreciation 5.9 8.3 -29.2% 6.0 -2.4% 23.9 27.2 -11.9% 

EBIT 11.1 14.4 -22.9% 13.4 -17.2% 56.5 55.2 2.4% 
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Other Income 1.5 0.4 294.5% 1.4 10.3% 2.9 0.4 580.8% 

Interest Cost 2.0 3.5 -42.8% 2.3 -15.3% 12.5 16.3 -23.2% 

EBT 10.6 11.3 -6.0% 12.4 -14.5% 46.9 39.3 19.3% 

Tax 4.5 4.0 13.7% 4.3 5.2% 17.3 13.4 29.5% 

Reported Profit After Tax 6.1 7.3 -16.7% 8.1 -24.9% 29.6 26.0 14.0% 

EPS (Unit Curr.) 2.9 3.4 -16.7% 3.8 -24.8% 13.8 12.1 14.0% 
  (Source: Company, HDFC sec) 

 

Segment-wise Annual Revenue 
Particulars, Rs in Cr FY12 FY13 FY14 FY15 FY16 

Revenue 

Rear Axles Shafts 296.1 276.6 312.4 322.8 420.2 

Other Shafts 43.4 25.8 31.2 39.2 31.4 

Spindles 41.9 36.3 50.0 53.3 42.8 

Segment wise Revenue -% 

Rear Axles Shafts 75.2% 79.9% 77.8% 75.8% 83.6% 

Other Shafts 11.0% 7.5% 7.8% 9.2% 6.3% 

Spindles 10.6% 10.5% 12.5% 12.5% 8.5% 
  (Source: Company, HDFC sec) 

Financials – Consolidated 
 

Income Statement                                                                                                                       Cash Flow 

YE March(Rs. cr.) FY15 FY16 FY17 FY18E FY19E 

 
YE March(Rs. In Cr) FY15 FY16 FY17E FY18E FY19E 

Net Sales, Cr 425.9 502.6 512.0 567.4 647.2 

 
EBT 20.7 39.3 46.9 54.9 61.8 

Operating Income 4.2 6.0 0.0 0.0 0.0 

 
Depreciation and Amort 23.0 27.2 23.9 25.3 28.4 

Total Operating Income 430.1 508.5 513.4 567.4 647.2 

 
Interest /Dividend paid 16.1 15.2 12.5 11.1 12.1 

Materials Cost 293.4 330.3 322.8 362.6 418.1 

 
Other Adjustment -0.6 -0.4 -0.5 -1.2 -3.3 

Change in Inventory -14.9 -12.8 -4.2 -8.5 -6.5 

 
(Inc)/Dec in working Capital -39.0 7.1 -4.4 -15.3 -26.7 

Employee benefits exp 20.8 23.7 27.1 29.5 33.0 

 
Tax Paid -5.8 -13.4 -17.3 -19.2 -22.3 

Other Expenditure 70.4 84.9 87.3 93.6 101.0 

 
CF from Operating Activities 14.5 74.9 61.2 55.6 50.1 

Total Operating Exp 369.7 426.2 433.0 477.2 545.6 

 
Capital expenditure 0.0 -14.8 -8.4 -50.0 -30.0 

EBITDA  60.4 82.3 80.4 90.2 101.6 

 
(Purchase)/Sale of Invest -13.8 -2.0 -88.3 39.5 1.0 

Depreciation & Amort- 23.0 27.2 23.9 25.3 28.4 

 
Others 0.6 0.4 -19.7 -14.5 14.2 

EBIT 37.4 55.2 56.5 64.9 73.3 

 
CF from Investing Activities -13.3 -16.4 -116.4 -25.0 -14.8 

Other Income 0.6 0.4 2.9 1.1 0.6 

 
Inc/(Dec) in Share capital 0.0 0.0 119.2 0.0 0.0 

Interest  17.3 16.3 12.5 11.1 12.1 

 
Inc/(Dec) in Debt 15.5 -43.2 -39.7 -10.0 -10.0 

Profit Before Tax 20.7 39.3 46.9 54.9 61.8 

 
Dividend and Interest Paid -16.1 -15.2 -12.5 -24.0 -30.1 
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Total Tax 5.8 13.4 17.3 19.2 22.3 

 
CF from Financing Activities -0.5 -58.4 67.0 -34.0 -40.1 

Reported Profit 15.0 26.0 29.6 35.7 39.6 

 
Net Cash Flow 0.4 -0.3 11.8 -3.4 -4.8 

Adjusted PAT 15.0 26.0 29.6 35.7 39.6 

 
Opening Balance 0.6 0.9 0.7 12.5 9.1 

EPS 7.0 12.1 13.8 16.6 18.4 

 
Closing Balance 0.9 0.7 12.5 9.1 4.3 

 (Source: Company, HDFC sec) 
 

Balance Sheet                                                                                                                                   Key Ratios 

YE March(Rs. In Cr) FY15 FY16 FY17 FY18E FY19E 

 
Particulars FY15 FY16 FY17 FY18E FY19E 

Equity & Liabilities 

 
No of Equity Shares-cr 2.1 2.1 2.1 2.1 2.1 

Share Capital 15.2 15.2 21.5 21.5 21.5 

 
Current Market Price-Rs 211.5 211.5 211.5 211.5 211.5 

Reserves & Surplus  97.6 123.1 275.4 294.8 316.3 

 
Enterprise Value-cr 634.9 591.9 540.4 533.8 528.6 

Shareholders’ Funds 112.8 138.3 296.9 316.2 337.8 

 
  

Long Term borrowings 84.0 63.7 26.2 23.7 21.2 

 
EPS 7.0 12.1 13.8 16.6 18.4 

Deferred Tax Liabilities  6.0 3.7 2.5 3.2 4.2 

 
Cash EPS (PAT + Depr) 17.7 24.8 24.9 28.4 31.6 

Non-Current Liabilities 90.0 67.4 28.7 27.0 25.4 

 
Book Value Per Share(Rs.) 52.6 64.4 138.3 147.3 157.4 

Short Term Borrowings 97.8 74.9 72.7 65.2 57.7 

 
  

Trade Payables 119.2 154.0 152.1 155.4 168.5 

 
PE(x) 30.3 17.5 15.4 12.7 11.5 

Other Current Liabilities 0.2 0.2 24.9 29.9 35.8 

 
P/BV (x) 4.0 3.3 1.5 1.4 1.3 

Short Term Provisions 6.5 11.7 2.0 1.9 2.1 

 
Mcap/Sales(x) 1.5 1.2 1.1 0.9 0.8 

Current Liabilities 223.6 240.8 251.7 252.4 264.0 

 
EV/EBITDA 10.5 7.2 6.7 5.9 5.2 

Total Equity & Liabilities 426.5 446.5 577.2 595.5 627.2 

 
  

Assets 

 
EBITDAM (%) 14.2% 16.4% 15.7% 15.9% 15.7% 

Fixed Assets 159.3 147.3 131.7 181.7 211.7 

 
EBITM (%) 8.8% 11.0% 11.0% 11.4% 11.3% 

Non Current Investments 0.0 0.0 60.0 25.0 26.3 

 
PATM (%) 3.5% 5.2% 5.8% 6.3% 6.1% 

Long -term Loans and Adv 20.1 16.1 34.1 29.0 26.1 

 
  

Other Non-Current Assets 0.2 2.2 12.5 13.1 13.8 

 
ROCE (%)  12.9% 20.1% 15.0% 16.3% 17.7% 

Non-Current Assets 180.0 165.7 240.9 248.9 277.9 

 
RONW (%) 13.3% 18.8% 10.0% 11.3% 11.7% 

Inventories 91.9 91.4 110.3 116.6 125.9 

 
  

Trade Receivables 121.9 162.1 182.3 186.5 195.1 

 
Current Ratio 1.1 1.2 1.3 1.4 1.3 

Cash & Cash Equivalents 0.9 0.7 12.5 9.1 4.3 

 
Quick Ratio 0.7 0.8 0.9 0.9 0.8 

Short Term Loans & Adv 31.7 26.7 31.3 34.4 24.1 

 
  

Current Assets  246.4 280.9 336.3 346.7 349.3 

 
Debt-Equity  1.6 1.0 0.3 0.3 0.2 

Total Assets 426.5 446.5 577.2 595.5 627.2 

 
Debt Coverage Ratio 2.2 3.4 4.7 5.9 6.1 

(Source: Company, HDFC sec) 
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One Year Price Chart 

 
(Source: Company, HDFC sec) 
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