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GNA Axles Ltd. Sensex

 Relative to Sensex (%) 

Financial snapshot (Rs mn) 

Year FY2017 FY2018 FY2019 FY2020E FY2021E 

Revenue 5,134  6,701  9,283  9,282  8,664  

EBITDA  805  1,030  1,451  1,364  1,196  

EBITDA (%) 15.7  15.4  15.6  14.7  13.8  

Adj. PAT  296   509   659   610   520  

EPS (Rs) 13.8  23.7  30.7  28.4  24.2  

EPS Growth (%)  (19.4) 71.9  29.4   (7.3)  (14.7) 

PE (x) 20.4  11.9  9.2  9.9  11.6  

Dividend Yield (%) -  0.7  1.0  0.7  0.7  

EV/EBITDA (x) 6.9  5.8  4.7  4.9  4.8  

RoE (%) 13.6  15.9  17.7  14.2  10.8  

RoCE (%) 12.5  15.6  16.8  14.1  11.0  

Source: Company; IDBI Capital Research 
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January 21, 2020 

Summary 

GNA Axle (GNA) Q3FY20 results were below our estimates on all parameters due to 

lower export revenue. Revenue for the quarter stood at Rs2.1bn vs our estimates of 

~Rs2.4bn due to lower revenue from North America (NA) and South America (SA) 

market. EBITDA margin for the quarter stood at 11.2% vs our estimates of 15.9% mainly 

on account of higher RM cost. Net realization for the quarter declined ~5% QoQ to 

~Rs2,451 due to lower contribution from export market. We cut FY20/21E revenue and 

earnings estimates by 3%/6% and 6%/7% due to weak demand in NA truck 

market/domestic tractor market as guided by management and anticipate slowdown in 

revenue for FY21. We revise our rating to REDUCE (earlier HOLD) with TP of Rs242 

(earlier Rs273) based on 10x FY21E estimates. 

Key Highlights and Investment Rationale 

 Weak quarter: Net revenue de-grew -13% YoY/-16% QoQ to Rs2.1bn, below our 

estimates of ~Rs2.4bn. Export revenue declined -29% QoQ to Rs1.2bn due to lower 

revenue from NA and SA truck market. In export market, Maritor and DANA sales 

declined -12% QoQ each to Rs783/Rs374mn respectively. In domestic market, 

revenue declined -43% YoY/-14% QoQ to Rs686mn on account of lower sales in 

domestic tractor industry and M&HCV market. In domestic market, John Deere and 

Mahindra & Mahindra revenue declined -22%/-17% YoY to Rs159/Rs170mn 

respectively. Overall domestic/export revenue share stood at 34%/66% for FY20YTD 

vs 46%54% in FY19. Gross margin for the quarter declined -290bps QoQ to 32.0% due 

to higher RM cost. EBITDA margin declined -460bps YoY/QoQ to 11.2%. Adjusted PAT 

declined -58% YoY/-66% QoQ to Rs76mn.   

 Outlook: We believe FY21 would be a challenging year for GNA on account of slower 

growth in domestic tractor market (~34% of total revenue) and slowdown in NA and 

SA market (~31% of total revenue).  
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Exhibit 1: Quarterly Snapshot 

(Rs mn) Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 YoY (%) QoQ(%) 9MFY20 9MFY19 YoY(%) 

Domestic 1,048  1,202  792  901  799  686  (42.9) (14.2) 2,386  3,338  (28.5) 

Export 1,244  1,202  1,452  1,651  1,790  1,265  5.2  (29.4) 4,706  3,465  35.8  

Net Revenue 2,272  2,463  2,422  2,582  2,560  2,141  (13.0) (16.3) 7,283  6,861  6.2  

Expenditure 1,914  2,073  2,035  2,169  2,156  1,902  (8.2) (11.7) 6,227  5,797  7.4  

as % of sales 84.2  84.2  84.0  84.0  84.2  88.8  5.5  5.5  85.5  84.5   

Consumption of RM 1,497  1,607  1,570  1,660  1,667  1,457  (9.3) (12.6) 4,784  4,522  5.8  

as % of sales 65.9  65.2  64.8  64.3  65.1  68.0  4.3  4.5  65.7  65.9   

Employee Cost 94  89  117  117  92  102  14.3  10.6  311  270  15.3  

as % of sales 4.1  3.6  4.8  4.5  3.6  4.8  31.5  32.2  4.3  3.9   

Other expenditure 323  378  349  391  396  344  (9.0) (13.3) 1,131  1,005  12.6  

as % of sales 14.2  15.3  14.4  15.1  15.5  16.1  4.7  3.7  15.5  14.6   

EBITDA 359  389  387  413  404  239  (38.6) (40.9) 1,056  1,064  (0.7) 

Depreciation 86  93  88  98  114  106  14.1  (6.3) 318  259  22.7  

EBIT 273  296  298  316  291  133  (55.2) (54.4) 739  805  (8.2) 

Other Income 0  0  3  0  3  3  - 13.3  6  1  377.9  

Interest 18  24  17  36  36  35  50.4  (3.0) 107  65  66.5  

PBT 255  272  284  280  257  100  (63.1) (60.9) 638  742  (14.1) 

Total Tax 92  93  105  98  34  24  (74.0) (29.5) 156  260  (39.8) 

Adjusted PAT after MI 162  180  179  182  223  76  (57.5) (65.7) 481  482  (0.2) 

Extra ordinary items 
Loss/(Gain) 

0  0  0  0  0  0  - - 0  0   

Reported PAT 162  180  179  182  223  76  (57.5) (65.7) 481  482  (0.2) 

Adjusted EPS 7.6  8.4  8.3  8.5  10.4  3.6  (57.5) (65.7) 22.4 22.5 (0.2) 

            

Margins (%)             (bps) (bps)     (bps) 

EBIDTA 15.8  15.8  16.0  16.0  15.8  11.2  (464)  (463) 14.5  15.5   (101) 

EBIT 12.0  12.0  12.3  12.2  11.4  6.2  (582)  (516) 10.1  11.7   (159) 

EBT 11.2  11.1  11.7  10.8  10.0  4.7  (637)  (535) 8.8  10.8   (206) 

PAT 7.1  7.3  7.4  7.0  8.7  3.6  (373)  (514) 6.6  7.0  (42) 

Effective Tax rate 36.2  34.1  37.0  35.0  13.3  24.0   (1,006)  1,069  24.5  35.0  (1,050) 
 

Source: Company; IDBI Capital Research 
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Exhibit 2: Actual vs. Estimates  

(Rs mn) Actual IDBI Est % Variance 

Net sales 2,141 2,400 (10.8) 

EBITDA 239 382 (37.4) 

Margin (%)  11.2 15.9 (474) bps 

Adj net income 76 184 (58.6) 

FDEPS (Rs) 3.6 8.6 (58.6) 

Source: Bloomberg; IDBI Capital Research 

 

Exhibit 3: Change in Estimates 

 
           FY20E         FY21E 

(Rs mn) Earlier Revised % Change Earlier Revised % Change 

Revenues 9,594 9,282 (3.3) 9,288 8,664 (6.7) 

EBITDA 1,382 1,364 (1.2) 1,328 1,196 (10.0) 

Margin (%) 14.4 14.7 30 bps 14.3 13.8 (50) bps 

Net Profit 648 610 (5.8) 585 520 (11.0) 

FDEPS 30.2 28.4 (5.8) 27.2 24.2 (11.0) 

Source: Company; IDBI Capital Research  
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Exhibit 4: Domestic tractor sales  

Domestic Tractor Sales Dec-19 Dec-18 YoY (%) Nov-19 MoM (%) FY20YTD FY19YTD YTD (%) 

Escorts Ltd. 3,806 4,212 (9.6) 7,379 (48.4) 63,130 68,976 (8.5) 

Force Motors Ltd. 217 301 (27.9) 204 6.4 2,419 2,563 (5.6) 

International Tractors Ltd. 4,963 5,052 (1.8) 6,728 (26.2) 64,918 74,949 (13.4) 

Johndeere 4,695 4,151 13.1 5,202 (9.7) 51,423 54,076 (4.9) 

Mahindra & Mahindra Ltd. 17,213 16,510 4.3 20,414 (15.7) 2,34,277 2,59,243 (9.6) 

New Holland India 2,358 1,569 50.3 2,436 (3.2) 22,325 24,541 (9.0) 

SAME DEUTZ-FAHR 285 416 (31.5) 452 (36.9) 3,601 3,185 13.1 

TAFE 6,952 7,296 (4.7) 9,229 (24.7) 98,183 1,16,627 (15.8) 

VST 350 458 (23.6) 504 (30.6) 5,315 5,571 (4.6) 

Captain 271 193 40.4 143 89.5 4,671 2,042 128.7 

Action-construction 146 427 (65.8) 197 (25.9) 5,017 2,793 79.6 

Preet 126 172 (26.7) 210 (40.0) 3,095 1,367 126.4 

Kubota 1,233 835 47.7 1,056 16.8 19,560 6,664 193.5 

IFEL 191 204 (6.4) 278 (31.3) 4,715 1,976 138.6 

Total 42,806 41,796 2.4 54,432 (21.4) 5,62,689 6,24,573 (9.9) 

Source: Company 
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Exhibit 5: North American class 8 retail sales and production outlook 

 
Source: ACT Research  
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Financial Summary 

 

  

Profit & Loss Account  (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Net sales  6,701   9,283   9,282   8,664  

Growth (%) 30.5  38.5   (0.0)  (6.7) 

Operating expenses  (5,671)  (7,832)  (7,917)  (7,468) 

EBITDA  1,030   1,451   1,364   1,196  

Growth (%) 28.1 40.8 (6.0) (12.4) 

Depreciation (248) (347) (417) (388) 

EBIT 782   1,103  948  807  

Interest paid  (71)  (81) (143) (123) 

Other income 29   4   9  10  

Pre-tax profit 740   1,026  814  694  

Tax  (231) (368) (203) (173) 

Effective tax rate (%)  31.3   35.8   25.0   25.0  

Net profit 509  659  610  520  

Exceptional items -  -  -  -  

Adjusted net profit 509  659  610  520  

Growth (%) 71.9  29.4   (7.3)  (14.7) 

Shares o/s (mn nos) 21  21  21  21  

 

 

Cash Flow Statement (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Pre-tax profit 740   1,026  814  694  

Depreciation 247  334  417  388  

Tax paid (236) (355) (203) (173) 

Chg in working capital (340) (949) (229) 200  

Other operating activities 186  665  143  123  

Cash flow from operations (a) 597  722  941  1,233  

Capital expenditure (811) (873) (600) (200) 

Chg in investments  0  -  -   -  

Other investing activities 27   (9)  (0)  -  

Cash flow from investing (b) (784) (881) (600) (200) 

Equity raised/(repaid)  (61) -  -   -  

Debt raised/(repaid)  (15) 488  -  (100) 

Dividend (incl. tax)  (52)  (71)  (52) (52) 

Chg in minorities -  -  -   -  

Other financing activities 315  (259) (143) (123) 

Cash flow from financing (c) 187  159  (194) (275) 

Net chg in cash (a+b+c)  1   (1) 147  757  
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  Balance Sheet (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Net fixed assets  1,907   2,445   2,629   2,440  

Investments  0   0   0   0  

Other non-curr assets 283  341  341  341  

Current assets  4,633   5,035   4,704   5,188  

Inventories  1,536   1,610   1,332   1,253  

Sundry Debtors  2,355   3,125   2,924   2,730  

Cash and Bank 261   4  150  908  

Marketable Securities -  -  -  -  

Loans and advances -  -  -  -  

Total assets  6,823   7,822   7,674   7,970  

a         

Shareholders’ funds  3,414   4,017   4,576   5,045  

Share capital 215  215  215  215  

Reserves & surplus  3,200   3,803   4,361   4,830  

Total Debt 247  735  735  635  

Secured loans 247  735  735  635  

Unsecured loans -  -  -  -  

Other liabilities 20  33  33  33  

Curr Liab & prov  3,141   3,036   2,330   2,256  

Current liabilities  3,068   2,924   2,278   2,205  

Provisions 73  112  52  52  

Total liabilities  3,409   3,804   3,098   2,925  

Total equity & liabilities  6,823   7,822   7,674   7,970  

Book Value (Rs) 159 187 213 235 

Source: Company; IDBI Capital Research 

 

 

Financial Ratios 

Year-end: March FY18 FY19 FY20E FY21E 

Adj. EPS (Rs)  23.7   30.7   28.4   24.2  

Adj. EPS growth (%)  71.9   29.4  (7.3)  (14.7) 

EBITDA margin (%)  15.4   15.6   14.7   13.8  

Pre-tax margin (%)  11.0   11.1   8.8   8.0  

ROE (%)  15.9   17.7   14.2   10.8  

ROCE (%)  15.6   16.8   14.1   11.0  

Turnover & Leverage ratios (x)         

Asset turnover (x) 1.9 2.2 1.9 1.6 

Leverage factor (x) 1.1 1.2 1.2 1.1 

Net margin (%) 7.6 7.1 6.6 6.0 

Net Debt/Equity (x) 0.0 0.2 0.1  (0.1) 

Working Capital & Liquidity ratio         

Inventory days 132  96  80  80  

Receivable days 128  123  115  115  

Payable days 100  74  74  74  

Valuation 

Year-end: March FY18 FY19 FY20E FY21E 

P/E (x) 11.9 9.2 9.9 11.6 

Price / Book value (x) 1.8 1.5 1.3 1.2 

PCE (x) 8.0 6.0 5.9 6.6 

EV / Net sales (x) 0.9 0.7 0.7 0.7 

EV / EBITDA (x) 5.8 4.7 4.9 4.8 

Dividend Yield (%) 0.7 1.0 0.7 0.7 
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Notes 
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