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Performance Below Expectations; Retain Buy Due To Strong Outlook

Jamna Auto’s 2QFY19 earnings were 16% below our estimate largely because of lower
sales as well as margins. The company reported EBITDA margin of 12.4% which was
down ~70bps YoY and 140bps below our estimate. Net sales for the quarter at Rs5.5bn
grew 42% YoY and were 4% below our estimate. Absolute EBITDA at Rs680mn grew 35%
YoY and was 14% below our estimate. Jamna Auto increased its market share in 2QFY19
to 70% versus 69% in 1QFY19. Lower sales as well as margins, in our view, is because of
a lower share of parabolic springs as these are high-value and high-margin products
which have witnessed a rising trend in the past few quarters. PAT for the quarter at
Rs355mn grew 21% YoY and was 16% below our estimate. We continue to like Jamna
Auto as we believe that it is a good bet on commercial vehicle (CV) cycle for the next few
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D years and expect it to outperform the industry growth rate because of market share
-— gains and a better product mix. We have factored in 19%/21%/21% sales/EBITDA/PAT  +91-22-6273 8145
® CAGR, respectively over FY18-FY21E. We have retained our Buy rating on Jamna Auto
O with a target price of Rs99, valuing the stock at 18x September 2020E EPS of Rs5.5. Vivek Sarin
o Jamna Auto’s current valuation at 12x FY21E EPS, in our view, is quite attractive and has Research Associate
:) limited downside risk from the current level. vivek.sarin@nirmalbang.com
= Strong top-line growth, continues to gain market share: Jamna Auto’s 2QFY19 net sales  +91-22-6273 8176
- grew by a robust 42% YoY driven by market share gains and strong growth in CV volume. The
(dp) company has increased its market share to 70% in 2QFY19 from 69% in 1QFY19. Jamna Key Data
(O] Auto’s 2QFY19 sales were 4% below our estimate which we believe is because of a lower
e share of high-value and high-margin parabolic springs. We believe that Jamna Auto will ~ Current Shares O/S (mn) 398.5
continue to grow faster than the CV industry as we expect parabolic and other products like lift Mkt Cap (Rsbn/US$mn) 28.5/397.2
‘c_) axle and lift suspension to gain momentum in the coming years and believe the share of these 52 Wk H/L (Rs) 103/58
products will improve going forward. We have factored in a 19% CAGR in Jamna Auto’s (JAL's)
>_ sales over FY18-FY21E. Daily Vol. (3M NSE Avg.) 1,025,407
L De-risking revenue mix to reduce OEM dependence: JAL has been focusing on the high-
O margin replacement and export markets to reduce its exposure to the cyclical CV business. It Pprice Performance (%)
(@\| has a large after-market presence for leaf springs in India where margins are higher when oM 1Yr
compared to sales to OEMs. The after-market business, post Goods and Services Tax (GST)
implementation, is projected to be a big demand driver for the company and we accordingly ~ Jamna Auto (254) 18.0
factor in a 29% CAGR in after-market revenues over FY18-FY21E, resulting in its revenue  Nifty Index (0.5) 46
share rising to 19% in FY21E from ~15% currently. ]
Valuation and outlook: We have retained Buy rating on JAL with a target price of Rs99, up Source: Bloomberg
38% from the current market price (20x September 2020E EPS).
Y/E March (Rsmn) 2QFY18 1QFY19 2QFY19 YoY (%) QoQ (%)
Net revenues 3,850 5,622 5,484 424 (2.5)
Raw material costs 2,408 3,574 3,508 45.7 (1.8)
% of sales 62.5 63.6 64.0 14bps 41bps
Staff costs 307 402 398 29.5 (1.0)
% of sales 8.0 7.2 7.3 (7bps) 11bps
Gross profit 1,443 2,048 1,975 36.9 (3.5)
Gross margin (%) 37.5 36.4 36.0 (14bps) (41)bps)
Other expenses 424 893 897 1114 0.4
Total expenditure 3,347 4,869 4,803 435 (1.4)
EBITDA 503 753 680 35.3 (9.6)
EBITDAM (%) 13.1 13.4 12.4 (66bps) (98bps)
Depreciation 85 116 105 24.3 (9.3)
Interest costs 43 57 62 45.2 8.6
Other income 61 34 31 (49.0) (6.6)
PBT 437 613 544 24.6 (11.2)
Tax 142 213 189 32.7 (11.2)
Effective tax rate (%) 33 35 35 214bps 2bps
Reported net profit 294 400 355 20.6 (11.2)
NPM (%) 7.6 7.1 6.5 (117bps) (64bps)
EPS (Rs) 0.7 1.0 0.9 20.6 (11.2)

Source: Company, Nirmal Bang Institutional Equities Research

Please refer to the disclaimer towards the end of the document.
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Exhibit 1: Financial summary

Y/E March (Rsmn) FY17 FY18 FY19E FY20E FY21E
Revenues 12,924 17,381 22,144 27,163 29,528
YoY (%) 2.9 34.5 27.4 22.7 8.7
EBITDA 2,001 2,378 3,099 3,905 4,245
% of sales 15.5 13.7 14.0 14.4 14.4
PAT 1,050 1,253 1,667 2,123 2,244
YoY (%) 46.8 19.4 33.0 27.4 5.7
EPS (Rs) 26 3.1 4.2 53 5.6
RoE (%) 36.5 33.1 35.6 36.4 30.8
RoCE (%) 34.0 30.6 34.2 35.3 30.2
PIE (x) 28.1 23.6 17.7 13.9 13.2
EV/EBITDA (x) 15.0 12.6 9.6 1.7 7.0
P/BV (x) 8.9 7.0 5.8 4.5 3.7

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: No change in our estimates

New estimates Old estimates Change (%)
(Rsmn) FY19E FY20E FY21E FY19E FY20E FY21E | FY19E FY20E FY21E
Net sales 22,144 27,163 29,528 22,144 27,163 29,528 - - -
EBITDA 3,099 3,905 4,245 3,099 3,905 4,245 - - -
EBITDA margin (%) 14.0 14.4 14.4 14.0 14.4 14.4 - - -
PAT 1,667 2,123 2,244 1,667 2,123 2,244 - - -
EPS (Rs) 42 53 5.6 4.2 53 5.6 - - -

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 3: Deviation of our estimates from actual performance in 2QFY19

(Rsmn) Actual performance Our estimate Deviation

2QFY19 2QFY19 %
Net sales 5,484 5,699 (3.8)
EBITDA 680 787 (13.6)
Net profit 355 421 (15.6)

Source: Nirmal Bang Institutional Equities Research

Exhibit 4: P/E bands
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Financials
Exhibit 5: Income statement Exhibit 6: Cash flow
Y/E March (Rsmn) FY17 FY18  FY19E  FY20E  FY21E  Y/E March (Rsmn) FY17  FY18 FY19E FY20E FY21E
Net sales 12924 17381 22144 27,163 29528 oo 1453 1861 2488 3169 3349
% growth 29 345 274 227 87
Raw material costs 7712 10911 13876 16072 18449 (Inc)/dec.inworking capital (632)  (494)  (142)  (300)  (99)
Staff costs 1,076 1,275 1,602 1,938 2,107  Cash flow from operations 820 1,367 2,345 2,869 3,256
Other expenses 2,135 2,817 3,567 4,348 4,727 Other income (10) 8) - .
Total expenditure 10923 15003 19045 23258 25283 expenses 9% 105 190 196 199
EBITDA 2,001 2378 3,099 3905 4,245
% growth 226 188 30.3 26.0 87 Depreciation 477 414 474 597 759
EBITDA margin (%) 15.5 13.7 14.0 14.4 14.4  Tax/interest paid (677)  (616) (1,011) (1,242)  (1,304)
Other income 51 79 52 57 62 Net cash from operations 808 1,262 1,998 2,420 2910
Interest costs 122 182 190 196 199 Capital expenditure (882)  (762) (12000 (1,700) (1,800)
Gross profit 5212 6470 8268 10,191 11,079
% growth 125 24.1 278 23.3 87 Net cash after capex (74) 500 798 720 1,110
Depreciation 477 414 474 597 759  Other investment activities 55 47 5 -
Profit before tax 1,453 1,861 2488 3169 3349 (Cash from financial activities 61  (566)  (818)  (716) (747
% growth 364 281 337 274 57 Opening cash balance 50 92 72 56 61
Tax 403 608 821 1,046 1,105
Effective tax rate (%) 278 327 330 330 330 Closingcash balance® 92 72 56 61 4
Net profit 1,050 1,253 1,667 2,123 2,244  Change in cash balance 42 (20) (16) 5 363
% growth 46.8 194 33.0 274 5.7 “Note: Excluding other bank balances
EPS (Rs) 26 31 4.2 3.3 36 Source: Company, Nirmal Bang Institutional Equities Research
% growth 46.8 19.4 33.0 27.4 5.7
DPS (Rs) 08 09 1.1 15 15
Payout (%) 322 27.0 27.0 27.2 27.3
Source: Company, Nirmal Bang Institutional Equities Research Exhibit 8: Key ratios
Exhibit 7: Balance sheet Y/E March FY17  FY18 FY19E FY20E FY21E
Y/E March (Rsmn) FY17 FY18 FY19E  FY20E FY21E  Profitability & return ratios
Equity 398 398 398 398 398 EBITDA margin (%) 155 13.7 14.0 144 14.4
Reserves 2,929 3,840 4,714 6,142 7,647 EBIT margin (%) 18 13 119 122 18
Networth 8327 4239 5113 6540 8045 Net profit margin (%) 8.1 72 75 18 76
Net deferred tax liab. (52) (74) (74) (74) (74) RoE (%) 365 331 356 36.4 308
LT liabilities/provisions 234 264 264 264 264 RoCE (%) 340 306 342 353 302
Total loans 622 472 462 442 433
Liabilities 4130 4901 5764 7472  8ees  Working capital & liquidity ratios
Gross block 3209 3735 4935 6635 8435  Receivables (days) 10 24 25 25 25
Depreciation 396 720 1,194 1,791 2,550 Inventory (days) 3 28 30 30 30
Net block 2813 3014 3740 4843 5884  Payables (days) 35 34 34 35 36
Capital work-in-progress 199 309 309 309 309 Cash conversion cycle (WC days) 6 18 21 20 19
LT investments 5 5 - - " NetWC-ex cash (days) (1) 8 16 16 17
Other long-term assets 586 334 349 349 349 Current ratio (x) 14 14 15 16 16
Inventories 1,128 1,585 1,849 2,268 2,466 . )
Debtors 342 1912 1497 1g36 1996 Cuickrato( 06 09 08 08 0.9
Cash 145 123 108 112 475  Valuation ratios
Cash equivalents 92 72 56 61 424  EViSales(x) 22 17 13 1.1 1.0
Other bank balance 54 51 51 51 51  EVIEBITDA (x) 145 12.1 9.3 74 6.7
ST investments - - - - - PIE(X) 2712 22.8 17.1 134 12.7
Other current assets 340 539 579 579 579  pBV (x) 86 6.7 56 4.4 35
I?;Lc;:;n;l::sets 13?: ;;23 :322 :zig 2282 Source: Company, Nirmal Bang Institutional Equities Research
iatitosrovisons 64 s ez g2 682
Total current liabilities 1427 2920 2666 3124 3,389
Miscellaneous expenses 0 - - - -
Net current assets 527 1,240 1,367 1,672 2,127
Total assets 4130 4,901 5764 7472 8,668

Source: Company, Nirmal Bang Institutional Equities Research
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DISCLOSURES

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have
different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or
its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the
subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject
company at the end of the month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an
officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject
company.

Analyst Certification: [/We, Mr. Gaurant Dadwal, the research analysts and Mr. Vivek Sarin research associates are the authors of
this report, hereby certify that the views expressed in this research report accurately reflects my/our personal views about the subject
securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be
directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s) principally
responsible for the preparation of this research report and has taken reasonable care to achieve and maintain independence and
objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY >15%

ACCUMULATE -5% t015%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs
of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated
to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their
receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or
licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained
in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report
should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and
would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of
securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the
investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it
may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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