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Volume-led revenue growth 

Consolidated revenues of ATL increased by 10.3%YoY during Q4FY17 mainly driven by 
healthy volume growth witnessed across the Indian & European operations. Domestic 
volume growth of 9% YoY was led by PCR segment which grew 20% YoY, while the truck 
segment witnessed marginal volume growth. Notably, in March 2017, ATL has taken a ~3% 
price hike in the domestic market. With regards to European operations, overall 16% YoY 
revenue growth was witnessed backed by 19% YoY growth in Vredestein led by 20% YoY 
growth in PCR volumes. 
Margins to regain 14% levels by FY19 
During Q4FY17, EBITDA margin was down 534bps YoY to 11.1% on account of higher input 
costs (up 735bps YoY). Adj PAT fell ~16% YoY mainly due to higher depreciation (up 13% 
YoY). The management stated that they have taken a price hike of ~6% over the past four 
months. While 3% price hike was taken in Q4FY17, the remaining 3% was taken in April, 
2017. Hence, the overall impact of price hike would be fully reflected in Q1FY18. Further, in 
Europe, ATL has announced 8% price hike for winter tyres. However, with the 
commissioning of the Hungary facility in April, 2017, we expect margins to remain subdued 
in H1FY18 owing to start-up cost incurred at Hungary facility & high cost inventory. Thus, 
we project margin to decline from 14% in FY17 to 13.5% in FY18. With the stabilisation of the 
Hungary & Chennai facility, we expect the benefits of operating leverage to kick in. Thereby, 
we estimate margin to improve by 50bps YoY to 14.0% in FY19. 

Enhanced capacity to drive volumes 
The company is planning to incur a capex of ~Rs2500cr for FY18 which would be evenly 
distributed between the two geographies. The overall volume growth is expected to remain 
healthy with the ramp-up of Chennai (caters to TBRs) & Hungary facility (caters to PVs in 
Europe). Recently, ATL has commenced production in Hungary & management targets to 
achieve optimum utilisation by FY19 with 16,000 passenger car tyres/day & 2,000 truck 
tyres/day. Further, ATL is expanding its base in Chennai in truck radials from 6,000 
tyres/day to 12,000 tyres/day. While ATL is targeting to achieve utilisation levels of about 
90% by FY19, ATL’s facilities are currently running at ~ 85% utilisation levels. Therefore, we 
expect India/Europe business to register a CAGR of 14%/17% over FY17-19E primarily 
driven by healthy volume growth. 

Outlook & Valuation 
We reduce our EPS estimates by 1.0%/0.8% for FY18/FY19 to factor in lower EBITDA 
margin estimates. We decrease our EBITDA margin estimates to 13.5%/14.0% in FY18/FY19 
(earlier 14.8%/15% in FY18/FY19) due to higher input costs & start-up cost related to 
Hungary facility. Given ATL’s dominant position in TBR segment coupled with robust 
brand equity, we expect revenue/PAT to grow at a CAGR of ~16%/7%% over FY17-19E. 
Amid improving pricing environment in the sector coupled with declining threat of Chinese 
imports, we raise our multiple to 11x (earlier 8.5x). Hence, we upgrade our rating on the 
stock from ‘Accumulate’ to ‘Buy’ with a revised TP of Rs271 based on 11.0x FY19E PE. 
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Rating as per Midcap                  12months investment period Auto Ancillary  

BSE CODE: 500877 NSE CODE: APOLLOTYRE  
CMP Rs231 TARGET Rs271 RETURN 17% 

Bloomberg CODE: APTY:IN SENSEX:  30,248  

Company Data 

Market Cap (Rs cr) 11,769 

Enterprise Value (Rs cr) 15,974 

Outstanding Shares (cr) 50.9 

Free Float 56% 

Dividend Yield 1.3% 

52 week high  Rs253 

52 week low  Rs139 

6m average volume (cr) 0.3 

Beta 1.0 

Face value Rs1 

Shareholding  % Q2FY16 Q3FY16 Q4FY17 

Promoters 44.2 44.2 44.2 

FII’s 32.6 32.9 31.2 

MFs/Insti 9.3 8.9 10.2 

Public 7.1 7.4 7.4 

Others 6.8 6.6 7.0 

Total 100.0 100.0 100.0 

Price Performance 3mth 6mth 1 Year 

Absolute Return 28% 19% 47% 

Absolute Sensex 7% 10% 20% 

Relative Return* 21% 9% 27% 

*over or under performance to benchmark index 
 

 
 

Consolidated (Rs.cr) FY17 FY18E FY19E 

Sales  13,180   15,310   17,701  

Growth (%) 11.8% 16.2% 15.6% 

EBITDA  1,846   2,067   2,479  

Margin(%) 14.0 13.5 14.0 

PAT Adj  1,099   1,035   1,254  

Growth (%) 5.1% -5.8% 21.2% 

Adj.EPS  21.6   20.3   24.6  

Growth (%) 5.1% -5.8% 21.2% 

P/E 10.7 11.4 9.4 

P/B 1.6 1.4 1.3 

EV/EBITDA 7.9 7.6 6.2 

RoE (%) 16.3 13.4 14.5 

D/E 0.4 0.5 0.5 
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Demand outlook remains healthy… 
Apollo Tyres Ltd (ATL) has been in the business of manufacturing and selling tyres 
since its inception in 1972. Further, ATL derives 66%/26%/8% of its revenues from 
Indian/European/ RoW markets. It commands a dominant market share of 25% in truck 
tyre segment.  

 During Q4FY17, consolidated sales grew by 10.3% YoY owing to healthy volume 
growth witnessed in both Indian & European operations. 

 EBITDA margin declined 534bps YoY to 11.1% on account of higher natural rubber 
prices. 

 India/Europe business is expected to grow at a CAGR of 14%/17% over FY17-19E led 
by enhanced capacities across both the geographies. 

 We increase our revenue estimates by 0.7%/1.1% for FY18/FY19 on the back of price 
hikes & strong volume traction across markets. 

 Amid the improving pricing environment in the sector coupled with declining 
threat of Chinese imports, we upgrade our rating from ‘Accumulate’ to ‘Buy’ with a 
revised TP of Rs271 based on 11.0x FY19E PE. 
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Quarterly Financials (Consolidated) 
Profit & Loss Account 

 

(Rs cr) Q4FY17 Q4FY16 
YoY 

Growth % Q3FY17 
QoQ 

Growth % 

Sales  3,326   3,015   10.3   3,458   (3.8) 

EBITDA  370   496   (25.5)  499   (25.9) 

Margin (%)  11.1   16.5  (534) bps  14.4  (332) bps  

Depreciation  137   121   13.0   113   20.4  

EBIT  233   375   (37.8)  386   (39.5) 

Interest  25   24   3.1   28   (12.5) 

Other Income  50   20   144.4   37   33.9  

Exceptional Items  -     -     -     -     -    

PBT  259   372   (30.5)  395   (34.5) 

Tax  30   98   (69.2)  99   (69.4) 

PAT  228   274   (16.6)  296   (22.8) 

Minority Interest/ PL from Associates  -     1   -  0  - 

Reported PAT  228   272   (16.1)  296   (22.8) 

Adjustment  -     -     -     -     -    

Adj PAT  228   272   (16.1)  296   (22.8) 

No. of shares (cr)  50.9   50.9   -     50.9   -    

EPS (Rs)  4.5   5.3   (16.1)  5.8   (22.8) 

   
 
 
 

Change in Estimates 
 

 Old estimates New estimates Change % 

Year / Rscr FY18E FY19E  FY18E FY19E  FY18E FY19E 

Revenue 15,199 17,504  15,310 17,701  0.7 1.1 

EBITDA 2,252 2,629  2,067 2,479  (8.2) (5.7) 

Margins (%) 14.8 15.0  13.5 14.0  (130) bps (100) bps 

PAT 1,046 1,262  1,034 1,253  (1.1) (0.7) 

EPS 20.5 24.8  20.3 24.6  (1.0) (0.8) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
Consolidated Financials 
 

Profit & Loss Account 
 

Y.E March (Rs cr) FY15 FY16 FY17 FY18E FY19E 

Sales  12,815   11,793   13,180   15,310   17,701  

% change -4.4% -8.0% 11.8% 16.2% 15.6% 

EBITDA  1,931   1,968   1,846   2,067   2,479  

% change 2.9% 1.9% -6.2% 12.0% 19.9% 

Depreciation  388   424   462   583   698  

EBIT  1,542   1,544   1,385   1,484   1,781  

Interest  183   92   103   186   186  

Other Income  54   70   154   139   146  

PBT  1,413   1,523   1,436   1,437   1,741  

% change 10.5% 7.7% -5.7% 0.1% 21.2% 

Tax  353   478   337   402   487  

Tax Rate (%) 25.0% 31.4% 23.4% 28.0% 28.0% 

Reported PAT  978   1,093   1,099   1,035   1,254  

Adj*  (82)  48   -     -     -    

Adj PAT  1,060   1,045   1,099   1,035   1,254  

% change 0.8% -1.4% 5.1% -5.8% 21.2% 

No. of shares (cr)  50.9   50.9   50.9   50.9   50.9  

Adj EPS (Rs)  20.8   20.5   21.6   20.3   24.6  

% change -0.2% -1.4% 5.1% -5.8% 21.2% 

DPS (Rs)  2.0   2.0   3.0   3.1   3.2  

 
 
 

Cash flow 
 

Y.E March (Rs cr) FY15 FY16 FY17 FY18E FY19E 

 Pre-tax profit  1,331   1,571   1,436   1,437   1,741  
Depreciation  388   424   462   583   698  
 Changes in W.C   (121)  419   276   (121)  (165) 
Others   172   13   626   47   40  
Tax paid  (358)  (225)  (359)  (402)  (487) 
 C.F.O   1,412   2,201   2,440   1,544   1,826  
 Capital exp.  (637)  (1,715)  (4,587)  (2,300)  (1,300) 
 Change in inv.  (80)  (42)  (274)  -     -    
 Other invest.CF   (33)  (634)  154   139   146  
 C.F - investing   (750)  (2,391)  (4,706)  (2,161)  (1,154) 
 Issue of equity   32   -     -     -     -    
 Issue/repay debt   (480)  391   1,787   1,000   -    
 Dividends paid   (45)  (130)  (183)  (186)  (192) 
 Other finance.CF   (227)  (117)  405   (186)  (186) 
 C.F - Financing   (719)  144   2,009   628   (378) 
 Chg. in cash    (58)  (47)  (257)  11   293  
 Closing cash    595   594   337   348   641  

 
 
 
 
 
 
 
 
 
 
 

 
 

 

 
 
Balance Sheet 

 
Y.E March (Rs cr) FY15 FY16 FY17 FY18E FY19E 

Cash  595   594   337   348   641  

Accounts Receivable  959   1,084   1,127   1,321   1,528  

Inventories  1,778   1,945   2,646   2,896   3,201  

Other Cur. Assets  340   797   505   513   521  

Investments  101   123   396   396   396  

Gross Fixed Assets  9,062   9,806   12,452   15,668   17,968  

Net Fixed Assets  4,266   4,329   6,514   9,146   10,748  

CWIP  218   975   2,915   2,000   1,000  

Intangible Assets  117   471   177   177   177  

Def. Tax (Net)  (491)  (556)  (703)  (703)  (703) 

Other Assets  227   745   620   620   620  

Total Assets  8,109   10,508   14,534   16,714   18,129  

Current Liabilities  1,827   2,666   3,393   3,725   4,079  

Provisions  -     -     -     -     -    

Debt Funds  1,106   1,458   3,245   4,245   4,245  

Other Liabilities  133   202   607   607   607  

Equity Capital  51   51   51   51   51  

Reserves & Surplus  4,991   6,131   7,239   8,087   9,148  

Shareholder’s Fund  5,042   6,182   7,290   8,138   9,199  

Total Liabilities  8,109   10,508   14,534   16,714   18,129  

BVPS (Rs)  99.0   121.5   143.2   159.9   180.7  
 
 

 

Ratios 
 

Y.E March  FY15 FY16 FY17 FY18E FY19E 

Profitab. & Return      

EBITDA margin (%) 15.1 16.7 14.0 13.5 14.0 

EBIT margin (%) 12.0 13.1 10.5 9.7 10.1 

Net profit mgn.(%) 8.3 8.9 8.3 6.8 7.1 

ROE (%) 22.0 18.6 16.3 13.4 14.5 

ROCE (%) 25.9 23.4 16.9 14.2 14.9 

W.C & Liquidity      

Receivables (days) 25.5 31.1 29.3 29.3 29.3 

Inventory (days) 65.8 81.8 97.0 91.9 88.2 

Payables (days) 29.9 57.4 55.8 55.8 55.8 

Current ratio (x) 2.0 1.7 1.4 1.4 1.4 

Quick ratio (x) 1.0 0.9 0.6 0.6 0.7 

Turnover &Levg.      

Gross asset T.O (x) 1.4 1.2 1.2 1.1 1.1 

Total asset T.O (x) 1.4 1.2 1.0 0.9 1.0 

Int. covg. ratio (x) 0.2 0.2 0.4 0.5 0.5 

Valuation ratios      

EV/Sales (x) 1.0 1.1 1.1 1.0 0.9 

EV/EBITDA (x) 6.4 6.4 7.9 7.6 6.2 

P/E (x) 11.1 11.3 10.7 11.4 9.4 

P/BV (x) 2.3 1.9 1.6 1.4 1.3 

 
 
 
 
 
 
 



 

 

Recommendation Summary (last 3 years)  
 

Dates Rating Target 

 

 18-Jan-17 Accumulate 211 

 11-May-17 BUY 271 

    

    

    

    

    

    

    

    

    

    

    

    

Source: Bloomberg, Geojit 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. 

 

 

Geojit Financial Services Limited has outsourced the preparation of this research report to DION Global Solutions Limited whose relevant disclosures are 

available hereunder. However, Geojit's research desk has reviewed this report for any untrue statement of material fact or any false or misleading 

information. 

 
General Disclosures and Disclaimers 

CERTIFICATION 

I, Rohit Joshi, employee of Dion Global Solutions Limited (Dion) is engaged in preparation of this report and hereby certify that all the views expressed in this 

research report (report) reflect my personal views about any or all of the subject issuer or securities.  

Disclaimer 

This report has been prepared by Dion and the report & its contents are the exclusive property of the Dion and the client cannot tamper with the report or 

its contents in any manner and the said report, shall in no case, be further distributed to any third party for commercial use, with or without consideration.  

Geojit Financial Services Limited has outsourced the assignment of preparation of this report to Dion. 

Recipient shall not further distribute the report to a third party for a commercial consideration as this report is being furnished to the recipient solely for the 

purpose of information.  

Dion has taken steps to ensure that facts in this report are based on reliable information but cannot testify, nor make any representation or warranty, express 

or implied, to the accuracy, contents or data contained within this report. It is hereby confirmed that wherever Dion has employed a rating system in this 

report, the rating system has been clearly defined including the time horizon and benchmarks on which the rating is based.   

Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this report is not, and should not be 

construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. Dion has not taken any steps to ensure that the 

securities referred to in this report are suitable for any particular investor. This report is not to be relied upon in substitution for the exercise of independent 

judgment. Opinions or estimates expressed are current opinions as of the original publication date appearing on this report and the information, including 

the opinions and estimates contained herein, are subject to change without notice. Dion is under no duty to update this report from time to time.  

Dion or its associates including employees engaged in preparation of this report and its directors do not take any responsibility, financial or otherwise, of 

the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the 

prices of securities, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.  

The investments or services contained or referred to in this report may not be suitable for all equally and it is recommended that an independent investment 

advisor be consulted. In addition, nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or 

strategy is suitable or appropriate to individual circumstances or otherwise constitutes a personal recommendation of Dion. 
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REGULATORY DISCLOSURES: 

Dion is engaged in the business of developing software solutions for the global financial services industry across the entire transaction lifecycle and inter-

alia provides research and information services essential for business intelligence to global companies and financial institutions. Dion is listed on BSE 

Limited (BSE) and is also registered under the SEBI (Research Analyst) Regulations, 2014 (SEBI Regulations) as a Research Analyst vide Registration No. 

INH100002771. Dion’s activities were neither suspended nor has it defaulted with requirements under the Listing Agreement and / or SEBI (Listing 

Obligations and Disclosure Requirements) Regulations, 2015 with the BSE in the last five years. Dion has not been debarred from doing business by BSE / 

SEBI or any other authority.  

In the context of the SEBI Regulations, we affirm that we are a SEBI registered Research Analyst and in the course of our business, we issue research reports 

/research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary action has been taken against us or our 

Analysts in connection with our business activities.   

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader 

before making an investment decision:  

1.  Disclosures regarding Ownership  

Dion confirms that: 

(i) It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein at the time of 

publication of this report. 

(ii) It/its associates have no actual / beneficial ownership of 1% or more securities of the subject company (ies) covered herein at the end of the 

month immediately preceding the date of publication of this report. 

Further, the Research Analyst confirms that: 

(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict 

in the subject company at the time of publication of this report. 

(ii)   He, his associates and his relatives have no actual/beneficial ownership of 1% or more securities of the subject company (ies) covered herein at the 

end of the month immediately preceding the date of publication of this report.    

2.  Disclosures regarding Compensation:   

During the past 12 months, Dion or its Associates: 

(a) Have not managed or co-managed public offering of securities for the subject company (b) Have not received any compensation for investment banking 

or merchant banking or brokerage services from the subject company (c) Have not received compensation for products or services other than investment 

banking or merchant banking or brokerage services from the subject (d) Have not received any compensation or other benefits from the subject company or 

third party in connection with this report. 

3.  Disclosure regarding the Research Analyst’s connection with the subject company: 

It is affirmed that I, Rohit Joshi employed as Research Analyst by Dion and engaged in the preparation of this report have not served as an officer, director 

or employee of the subject company  

4.  Disclosure regarding Market Making activity: 

Neither Dion /its Research Analysts have engaged in market making activities for the subject company.  

Copyright in this report vests exclusively with Dion. 

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. 
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