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On strong footing; Maintain BUY

Supraijit's (SEL) Q4 consol. EBITDA was 10% higher than estimate with
strong standalone revenue growth (18% YoY vs. 7% industry growth),
continued gross margin expansion (pricing power in deflationary
environment) and turnaround in profitability of Phoenix Lamps.
Standalone capacity will increase to 225 mn in FY17 (from 175 mn in
FY15) and increasing utilization should further aid EBITDA margin.

With market share gains in 2Ws (domestic), 4Ws (exports), and
aftermarket, we believe SEL will continue to grow faster than industry.

31 MAY 2016

BUY

Target Price: Rs 201

Quarterly Update

CMP :Rs 161
Potential Upside 1 25%
MARKET DATA

No. of Shares 2131 mn
Free Float :53%
Market Cap :Rs 21 bn

52-week High / Low
Avg. Daily vol. (6mth) :

:Rs 166 /Rs 118

59,001 shares

Merger of Phoenix Lamps (under process) would further drive synergies =~ Bloomberg Coo!e - SEL 1B Equity
(increase clientele & lower corporate overheads). We largely maintain ~ Promoters Holding —: 47%
Fil / DIl :5% /8%

our estimates and factor in dilution on Phoenix’ merger. Maintain BUY
rating with revised target price of Rs 201 (18x FY18E EPS).

Takeaways from conference call

+ Standalone domestic operations (~80% of revenue): Revenue growth of 18% YoY (vs. flattish industry growth) was
driven by (1) increase in share of business with Honda 2Ws (Gujarat facility commissioned); (2) new supplies to
M&M (KUV100) and Renault Kwid; and (3) robust growth in aftermarket business. Management has maintained its
guidance of growing at least 5% more than the industry’s average, driven by market share gains

Increase in share of Honda 2Ws: Supraijit has introduced new products for HMSI and currently supplies ~35% of
HMSI's requirements. It expects to increase this share of business to ~50% over the next year (as Gujarat facility
ramps up), which shall help it continue outperforming the industry growth

EBITDA margin target: EBITDA margin of Phoenix Lamps has turned around sharply (20% in Q4FY16 from 10% in
QTFY16) driven by stricter cost controls. The management has guided that EBITDA margin will remain in the
16%-18% range over the next couple of years driven by synergy benefits and ramp-up in SEL’s standalone business

Financial summary (Consolidated)

Key drivers

Y/E March FY15 FYl6 FY17E FY18E (%) FY16 EY17E FY18E
Sales (Rs mn) 5,978 9,451 11,378 13,086 Sales growth 557 20.4 15.0
Adj PAT (Rs mn) 432 811 1,263 1,562  Gross margin 40.8 40.6 40.0
Con. EPS* [Rs) 71 74 EBITDA margin 16.6 17.3 17.4
EPS (Rs) 3.6 6.2 9.0 11.2
Change YOY (%) (14.9) 71.8 46.1 23.7 .
Price performance
P/E (x) 44.7 26.0 17.8 14.4 140
RoE (%) 19.4 23.6 25.2 25.1 Sensex Supraijit Engg.
120
RoCE (%) 21.8 26.6 26.9 31.5
100
EV/E () 25.5 14.9 1.3 9.3
80
DPS (Rs) 1.0 1.1 1.3 1.3
60 T T T T T
Source: *Consensus broker estimates, Company, Axis Capital Apr—] 5 Jul-15 Oct15 Jan-16 Apr—] 6

Ronak Sarda VP - Automobiles
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Ashish Nigam Executive Director - Automobiles
ashish.nigam@axiscap.in 91 22 4325 1148
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(...Continved from page 1)

¢ Exports (~20% of revenue): Exports were under pressure last year due to sharp
Euro depreciation, which is now partially reversed. SEL has also won new
orders with global PV OEMs, which would drive growth in FY18

¢  Aftermarket business: Management indicated strong traction in the aftermarket
business, driven by introduction of new products and with the brand
gaining prominence

¢ New facilities: SEL had invested in 2 new facilities (1) Chennai - frial
production (for Yamaha and Royal Enfield) has started and production
expected to commence in June 2016; (2) Sanand - the facility has already
commenced production in Q4FY 16 for HMSI

Phoenix Lamps

¢ Revenue growth: Phoenix Lamps posted revenue growth after three quarters of
revenue decline after SEL's management took over. The management indicated
that it has regained some part of market share loss

¢ EBITDA margin at 20.0% (+560 bps YoY, +450bps QoQ) was a strong
performance. Company has made reversals of provisions made last year
relating to doubtful debts/ inventories

Other highlights

¢ Current revenue mix (ex. Phoenix) — 2W: 4W: aftermarket: non-auto is
53:32:10:5 (55:29:10:6 YoY) with domestic business accounting for ~80% of
revenue. Consolidated revenue mix (incl Phoenix) stands at 2W: 4W:
aftermarket: non-auto — 40:25:32:3

¢ Capex for FY17 will be Rs 500 mn, of which Rs 350 mn will be towards new
equipment at Phoenix Lamps and the remaining towards Supraijit

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 02
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Consolidated (Rs mn) AQFY16 AQFY15  YoY (%) 3QFY1é6 QoQ (%) FY16E FY15  YoY (%)
Net sales 2,743 1,548 771 2,606 53 9,525 6,118 55.7
- Raw material 1,644 912 80.2 1,469 11.9 5,635 3,729 51.1
(% of net sales) 59.9 58.9 103 56.4 356 59.2 61.0 (179)
- Staff expenditure 331 181 83.2 360 (7.9) 1,253 826 51.7
(% of net sales) 12.1 1.7 40 13.8 (173) 13.2 13.5 (34)
- Other expenditure 260 198 31.0 348 (25.4) 1,059 603 75.4
(% of net sales) 95 12.8 (334) 13.4 (389) 1. 9.9 125
Total expenditure 2,235 1,291 73.1 2,176 2.7 7,947 5,158 54
EBITDA 508 257 97.5 429 18.4 1,578 960 64.5
EBITDA margin (%) 18.5 16.6 191 16.5 206 16.6 15.7 88.5
Depreciation 40 17 128.2 41 (3.5) 158 90 75.5
EBIT 468 240 95.3 388 20.8 1,420 870 63.3
Interest 79 39 102.1 61 29.8 250 164 52.3
Other income -7 -5 58.7 78 (109.3) 155 41 278.5
PBT 382 196 94.8 405 5.7) 1,326 747 77.6
Tax 124 63 95.6 131 (5.3) 431 245 75.9
Tax rate (%) 32.4 32.3 14 323 14 32.5 32.8 (31)
Adjusted PAT 218 133 64.0 274 (20.6) 895 502 78.4
Reported PAT 172 133 29.5 253 (32.1) 895 502 78.4
Adjusted EPS (Rs) 1.6 0.9 64.0 20 (20.6) 6.8 4.2 63.1
Source: Company, Axis Capital
Exhibit 2: Quarterly details
(Rs mn) 4QFY16 4Q FY15 YoY (%) 3QFY16 QoQ (%)
Net sales
Consolidated 2,743 1,548 771 2,606 53
Standalone 1,572 1,333 18.0 1,591 (1.1
Phoenix 927 900 3.0 783 18.3
EBITDA
Consolidated 508 257 97.5 429 18.4
Standalone 278 223 24.6 284 (2.2)
Phoenix 185 129 43.2 121 52.7
EBITDA margin (%)
Consolidated 18.5 16.6 191 16.5 206
Standalone 17.7 16.7 94 17.9 (18)
Phoenix 20.0 14.4 562 15.5 450
Adj PAT
Consolidated 218 133 64.0 274 (20.6)
Standalone 147 108 35.9 160 (8.3)
Subsidiaries 131 54 141.6 64 104.8

Source: Company, Axis Capital

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com
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Profit & loss (Rs mn) Cash flow (Rs mn)
Y/E March FY15 FY16 FY17E FY18E M Y/E March FY15 FY16 FY17E FY18E
Net sales 5,978 9,451 11,378 13,086  Profit before tax 677 1,326 1,857 2,298
Other operating income 70 74 87 102  Depreciation & Amortisation (20) (158) (165) (180)
Total operating income 6,048 9,525 11,465 13,188  Chg in working capital 217 (1,389 401 (298)
Cost of goods sold (3,729) (5,635) (6,810) (7,913)  Cash flow from operations 731 1,533 1,253 1,267
Gross profit 2,319 3,890 4,655 5,275  Capital expenditure [415)  (1,782) (543) (290)
Gross margin (%) 38.8 4].2 40.9 40.3  Cash flow from investing 691)  (3,416) 151 153
Total operating expenses (1,429) (2,312) (2,667) (2,975)  Equity raised/ (repaid) 1,500 9
EBITDA 890 1,578 1,988 2,300  Debt raised/ (repaid) 239 926 (200 (1,000
EBITDA margin [%) 14.9 16.7 17.5 17.6  Dividend paid (133 (161)  [205]  [205)
Depreciation (90) (158) (165) (180)  Cash flow from financing (59) 2,015 (1,256) (1,270)
EBIT 800 1,420 1,823 2,120  Net chg in cash (19) 133 147 150
Net interest (164) (250) (160) (65)
Other income 41 155 194 243  Key ratios
Profit before fax 677 1,326 1,857 2,298
Total taxation (245) (431) (594) (735)  OPERATIONAL
Tax rate (%) 36.2 32.5 32.0 32.0  FDEPS (Rs) 3.6 6.2 9.0 11.2
Profit after tax 432 895 1,263 1,562  CEPS (Rs) 4.3 6.7 10.2 12.5
Minorities (84) DPS (Rs) 1.0 1.1 1.3 1.3
Profit/ Loss associate co(s) Dividend payout ratio (%) 26.4 19.2 13.8 11.2
Adjusted net profit 432 811 1,263 1,562 GROWTH
Adj. PAT margin (%) 7.2 8.6 11.1 77.9  Net sales (%) 9.6 58.1 20.4 15.0
Net non-recurring items (92) EBITDA (%) (3.7) 77 .4 26.0 15.7
Reported net profit 432 719 1,263 1,562  Adj net profit (%) (14.9) 87.9 55.6 23.7

FDEPS (%) (14.9) 71.8 46.1 23.7
Balance sheet (Rs mn) PERFORMANCE
Y/E March FY15 FY16 FY17E FY'1 8E :EAVA] 19.4 23.6 25.2 25.1
Paid-up capital 120 131 140 140 RoCE (%) 21.8 26.6 26.9 31.5
Reserves & surplus 2,288 4,345 5,403 6,760  EFFICIENCY
Net worth 2,408 5,018 5,543 6,900  Asset turnover (x) 1.6 1.7 1.6 1.9
Borrowing 1,660 2,586 1,686 686  Sales/ total assets (x) 1.2 1.3 1.2 1.3
Other non-current liabilities 101 86 86 86  Working capital/ sales (x) 0.2 0.2 0.2 0.2
Total liabilities 5,286 9,560 9,558 10,253  Receivable days 76.3 80.9 71.5 71.5
Gross fixed assets 2,659 4,441 4,991 5,291 Inventory days 56.5 76.7 552 553
Less: Depreciation (809) (967) (1,132) (1,312)  Payable days 40.2 43.4 45 .4 45.4
Net fixed assets 1,850 3,474 3,859 3,979  FINANCIAL STABILITY
Add: Capital WIP 7 7 (10)  Total debt/ equity (x) 0.7 0.7 0.3 0.1
Total fixed assets 1,857 3,481 3,859 3,969  Net debt/ equity (x) 0.7 0.6 0.3
Total Investment 1,118 1,487 987 787  Current ratio (x) 2.1 2.5 2.1 2.1
Inventory 799 1,669 1,433 1,649 Interest cover (x) 4.9 57 114 32.5
Debtors 1,250 2,096 2,229 2,564  VALUATION
Cash & bank 56 189 336 486  PE (x) 44.7 26.0 17.8 14.4
Loans & advances 213 628 704 788  EV/ EBITDA (x) 25.5 14.9 11.3 9.3
Current liabilities 1,117 1,870 2,243 2,580  EV/ Net sales (x) 3.8 2.5 2.0 1.6
Net current assets 1,201 2,723 2,469 2,917 PB (x) 8.0 4.7 4.1 3.3
Other non-current assets (7) Dividend yield (%) 0.6 0.7 0.8 0.8
Total assets 5,286 9,560 9,558 10,253  Free cash flow yield (%)
Source: Company, Axis Capital Source: Company, Axis Capital
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DISCLOSURE

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).
1. Axis Capital Limited (ACL), the Research Entity (RE) as defined in the Regulations, is engaged in the business of Investment banking, Stock broking and

Distribution of Mutual Fund products.

2. ACLis registered with the Securities & Exchange Board of India (SEBI) for its investment banking and stockbroking business activities and with the Association of

Mutual Funds of India (AMFI) for distribution of financial products.

3. ACL, the RE has applied for registration with the SEBI as per the Regulations.
ACL has no material adverse disciplinary history as on the date of publication of this report

5. ACLand / or its offiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of
this report should be aware that ACL may have a conflict of interest that may affect the objectivity of this report. Investors should not consider this report as the
only factor in making their investment decision.

6. The research analyst or any of his / her family members or relatives may have financial interest or any other material conflict of interest in the subject company
of this research report.

7. The research analyst has not served as director / officer, efc. in the subject company in the last 12-month period ending on the last day of the month
immediately preceding the date of publication of this research report.

8.  The research analyst or any of his / her family members or relatives may have actual / beneficial ownership exceeding 1% or more, of the securities of the
subject company as at the end of the month immediately preceding the date of publication of this research report.

9. In the last 12-month period ending on the last day of the month immediately preceding the date of publication of this research report ACL or any of its
associates may have:

i Received compensation for investment banking, merchant banking or stock broking services or for any other services from the subject company of this
research report and / or;

ii. Managed or comanaged public offering of the securities from the subject company of this research report and / or;

iii. Received compensation for products or services other than investment banking, merchant banking or stockbroking services from the subject company of
this research report and / or;
iv. Received compensation or other benefits from the subject company of this research report or any other third-party in connection with this report
10. The other disclosures / terms and conditions on which this research report is being published are as under:

i This document is prepared for the sole use of the clients or prospective clients of ACL who are / proposed to be registered in India. It may be also be
accessed through financial websites by those persons who are usually enabled to access such websites. It is not for sale or distribution to the
general public.

ii. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.

iii. Nothing in this document should be construed as investment or financial advice, or advice to buy / sell or solicitation to buy / sell the securities of

companies referred to in this document.

iv. The intent of this document is not to be recommendatory in nature
V. The investment discussed or views expressed may not be suitable for all investors
vi. The investment discussed or views expressed may not be suitable for all investors. Each recipient of this document should make such investigations as it

deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits
and risks involved), and should consult its own advisors to determine the suitability, merits and risks of such an investment.

vii. ACL has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, is made
as to the accuracy, completeness or fairness of the information and opinions contained in this document

viii. This information is subject to change without any prior notice. The Company reserves the right fo make modifications and alternations to this statement as
may be required from time to time without any prior approval

ix. Subject to the disclosures made herein above, ACL, its offiliates, their directors and the employees may from time to time, effect or have effected an own
account fransaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment
banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities functions
as a separate, distinct entity, independent of each other. The recipient shall take this into account before interpreting the document.

X. This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of
ACL. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein

Xi. This document is being supplied to the recipient solely for information and may not be reproduced, redistributed or passed on, directly or indirectly, to
any other person or published, copied, in whole or in part, for any purpose and the same shall be void where prohibited.

Xii. Neither the whole nor part of this document or copy thereof may be taken or transmitted into the United States of America (to U.S. Persons), Canada,
Japan and the People’s Republic of China (China) or distributed or redistributed, directly or indirectly, in the United States of America, Canada, Japan
and China or to any resident thereof.

xiii. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document may come shall inform
themselves about, and observe, any such restrictions.

Xiv. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including but not limited to loss of capital, revenue or profits that may arise from or in connection with the use of the information.

XV. Copyright in this document vests exclusively with Axis Capital Limited.
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Axis Capital Limited

Axis House, C2, Wadia International Centre, P.B Marg, Worli, Mumbai 400 025, India.
Tel:- Board +91-22 4325 2525; Dealing +91-22 2438 8861-69;
Fax:- Research +91-22 4325 1100; Dealing +91-22 4325 3500

DEFINITION OF RATINGS
Ratings Expected absolute returns over 12 months
BUY More than 10%
HOLD Between 10% and -10%
SELL Less than -10%
ANALYST DISCLOSURES

1. The analyst(s) declares that neither he/ his relatives have a Beneficial or Actual ownership of > 1% of equity of subject company/ companies
2. The analyst(s) declares that he has no material conflict of interest with the subject company/ companies of this report

Supraijit Engg (SEL.BO, SEL IN) Price and Recommendation History
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Date Target Price Reco
9-Jul-15 159 Buy
12-Aug-15 159 Buy
27-Aug-15 159 Buy
10-Nov-15 172 Buy
7-Dec-15 172 Buy
10-Feb-16 174 Buy

Source: Axis Capital
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