
Visit us at www.sharekhan.com

Investor’s Eye

For Private Circulation only

May 24, 2023

Index

Stock Update

Bharat Electronics Ltd

Ashok Leyland Ltd

NMDC Ltd

Sudarshan Chemical Industries Ltd

Gabriel India Ltd



May 24, 2023 2

Summary

 � BEL delivered a strong Q4FY2023 performance with a strong beat on margins and net profit. The 
company guided for 17% revenue growth in FY2024 and expects OPM to be 21-23%. 

 � Order backlog stands strong at ~Rs. 60,690 crore (~3.5x revenue). FY2024 order intake expectation is at 
least ~Rs. 20,000 crore with the likelihood of beat if QRSAM or MRSAM orders kick in.  

 � Capex of Rs. 700-800 crore in FY2024, R&D expenditure will be at 7% of revenue in the next 1-2 
years. BEL is expediting efforts to increase non-defence revenue to diversify its business. Further, any 
breakthrough on the exports front could be a key growth catalyst. 

 � We expect Revenue/PAT CAGR of ~16% each over FY23-25E.  The stock trades at ~20x FY2025E EPS.  
We retain a Buy on BEL with a revised PT of Rs. 130.
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Company details

Market cap: Rs. 79,677 cr

52-week high/low: Rs. 115/73

NSE volume:  
(No of shares)

140.2 lakh

BSE code: 500049

NSE code: BEL

Free float:  
(No of shares)

357.4 cr

Valuation (Consolidated) Rs cr

Particulars  FY22  FY23  FY24E  FY25E 

Net Sales     15,368         17,734          20,717          23,660 

OPM (%)         21.7             23.0              23.1              23.6 

PAT       2,399           2,984            3,391            4,006 

YoY growth         14.3             24.4              13.6              18.1 

EPS (Rs.)           3.3               4.1                4.6                5.5 

P/E (x)         28.3             26.7              23.5              19.9 

EV/EBITDA (x)         21.6             20.5              17.8              15.1 

RoCE (%)         17.8             20.3              20.4              20.8 

RoE (%)         20.6             22.7              22.6              23.0 

Source: Company; Sharekhan estimates

BEL’s consolidated results were ahead of our and street estimates on all fronts, with a strong beat on 
margins and net profit estimates. Sales grew by 2.2% y-o-y to Rs. 6,479 crores. GPM grew by 628 bps 
y-o-y to 48.3%, given the decline in raw material cost. Operating profit grew by ~16% y-o-y to Rs1,832 
crore and OPM rose by 339 bps y-o-y at 28.3% (vs our expectation of 24.9%). Net profit grew by ~20% 
y-o-y to Rs. 1,382 crores driven by strong operating performance and aided by the lower tax rate. Order 
backlog stood at Rs. 60,690 crores (up 21% y-o-y), led by strong order inflow in Q4. 

Key positives

 � Order backlog at ~Rs. 60,690 crore (~3.5xrevenue)

 � Strong beat on OPM and net profit estimates 

 � The company provided order inflow guidance of over Rs 20,000 crore for FY2023. There is also a 
possibility of awarding a few large orders like QRSAM and MRSAM projects.

 � GPM increased by 628 bps y-o-y to 48.3%. OPM increased by 339 bps y-o-y to 28.3%, and net profit 
increased by ~20% y-o-y. 

 � Order intake for Q4 has been robust, leading to a strong order book at the end of the quarter.

Key negatives

 � Exports’ share in revenue is still minuscule at ~2%. 

 � Non-defence sales share is also low at ~10-11%.

Revision in estimates – We have tweaked our estimates marginally for FY2024-FY2025E.

Management Commentary

 � The company is likely to maintain its order inflow at Rs.20,000 crore in FY2024. However, the company is 
not factoring in many big-ticket programs like QRSAM and MRSAM projects which are in the pipeline and 
may be awarded in the current year or next year.  

 � Revenue growth is expected to be ~17% in FY2024, and the execution will come from the current order 
book, depending on the delivery timelines.  The company is not factoring in any revenue from the order 
intake in FY2024E. 

 � As per the company, 75% of its production/revenues are indigenized with 40-45% assistance from DRDO 
and the rest 25% is through foreign OEMs.

 � The company would incur a capex of Rs 700-800 crore in FY2024. The company would spend on advance 
electro-optics in Andhra Pradesh, EW factory in Ibrahimpatnam, a defence system integration complex in 
Nagpur and explosives facility in Pune. 

 � The company expects gross margins to be at  ~40 - 42% for FY2024, while OPM would also be broadly in 
the 21-23% range.  

 � Exports revenue in FY2023 came in at US$ 48mn or Rs. 394 crore and is targeting US$ 90-100mn in 
exports in FY2024. 

 � In FY2023, R&D expense was 6.2% of revenue. However, the company aims to increase the spending to 
~7% of revenues. 

Our Call

Valuation – Maintain Buy with a revised PT of Rs. 130: BEL’s Q4FY2023 performance has been very strong. 
Further, strong order intake has allayed concerns over revenue visibility. BEL has guided for strong revenue 
growth and margin guidance is also decent.  We believe BEL would play a significant role in successfully 
implementing the government’s Make in India and AtmaNirbhar Bharat initiatives as it is a key defence and 
aerospace player. Further, global defence companies are tying up with indigenous players, as there is a 
tremendous export potential for engineering services and components sourcing from India, which bodes 
well for BEL. BEL has strong manufacturing and R&D base, robust order book, healthy order prospects, 
diversifying revenue stream, and strong balance sheet with improving return ratios. We expect Revenue/
PAT CAGR of ~16% each over FY23-25E.  The stock trades at ~20x FY2025E EPS and we believe there is still 
room for further upside.  We retain a Buy on the stock with a revised price target (PT) of Rs. 130, valuing it on 
FY2025E EPS.

Key Risks

 � Delayed order execution and slower pace of fresh orders can affect revenue growth.

 � Higher raw-material prices and shortage of critical components could affect margins going forward.

Bharat Electronics Ltd
Strong Q4, Aiming for broad based growth

Capital Goods Sharekhan code: BEL

Reco/View: Buy  CMP: Rs. 109 Price Target: Rs. 130 á

á Upgrade  Maintain â Downgrade
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ESG Disclosure Score
 ESG RISK RATING 31.21
  Updated May 08, 2023
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Strong quarter, the Order book also strengthened on a q-o-q basis

BEL’s consolidated results were ahead of our and street estimates on all fronts, with a strong beat on margins 
and net profit estimates. Sales grew by 2.2% y-o-y to Rs. 6,479 crores. GPM grew by 628 bps y-o-y to 48.3% 
given decline in raw material cost. Operating profit grew by ~16% y-o-y to Rs1,832 crore and OPM rose by 339 
bps y-o-y at 28.3% (vs our expectation of 24.9%). Net profit grew by ~20% y-o-y to Rs. 1,382 crores driven by 
strong operating performance and aided by the lower tax rate. Order backlog stood at Rs. 60,690 crores (up 
21% q-o-q) led by strong order inflow in Q4. 

Strong order book, non-defence orders and exports to drive future growth 

BEL has a healthy order book of Rs. 60,690 crore, providing revenue visibility for about three years. More 
than 90% of its revenue comes from government orders. The company has a promising order inflow pipeline. 
It expects big ticket size orders such as Quick Response Surface to Air Missiles (QRSAM), Medium Range 
Surface to Air Missile (MRSAM), Air Defence Fire Control Radar-ATULYA, mountain radars, and electronic 
warfare systems in the near to medium term. The company aims to increase the share of non-defence verticals 
like civil, railways and metro rail in total revenues. BEL is also trying to get a breakthrough in exports with 
countries like Egypt, Malaysia, etc and is hopeful of increasing its export share in total revenue. 

BEL Q4FY23 conference call highlights

 � Order inflow guidance:  The company has received order inflows of above Rs 20,000 crore in FY23 and 
expects to maintain the same levels for FY24. However, the company is not factoring in many big ticket 
programs like QRSAM and MRSAM projects which are in the pipeline and may be awarded in current year 
or next year.  Other orders are the Akash Missile ground support system which could be around Rs. 4,500 
crore and other shipbuilding programs like the Next-Generation Offshore Patrol Vessel program (NGOPV) 
and Next Generation Missile Vessels (NGMV) will be to the tune of Rs. 5,000 crore to Rs. 6,000 crore. 
Shakti Electronic Warfare System is orders of Rs. 5,000 crore. 

 � Revenue guidance: Revenue growth is expected to be ~17% in FY2024 and the execution will come from 
the current order book depending on the delivery timelines.  The company is not factoring in any revenue 
from the order intake in FY2024E. 

 � Revenue mix: Defence contributed 87% to FY2023 revenues, followed by 10.6% from non-defence and 
2.4% from exports. The company expects a marginal rise in non-defence share this year. Areas like metro, 
railways and ATS will take time to fructify but the company has been developing capabilities in ATS, 
railways, metro, etc and it has signed MoUs with various entities such as Airport Authority of India (AAI) and 
Delhi Metro Rail Corporation (DMRC), etc. 

 � 75% indigenization has been achieved at the company level: As per the company,  75% of its orders are 
self-designed with 40-45% assistance from DRDO, and the rest 25% is through foreign OEMs.

 � Capex guidance: In FY2023, capex was around Rs. 500 crore. The company would incur a capex of Rs 
700-800 crore in FY2024. The company would spend on advance electro-optics in Andhra Pradesh, EW 
factory in Ibrahimpatnam, defence system integration complex in Nagpur and an explosives facility in Pune. 

 � Margin guidance: The company expects gross margins to be at  ~40 - 42% for FY24, while OPM would also 
be broadly in the 21-23% range. 

 � Aims US$ 90- 100 mn exports in FY2024E: Export revenue in FY23 came in at US$ 48mn or Rs. 394 crore 
and BEL is targeting US$ 90-100mn in exports in FY24.

 � Aims to take R&D expenditure to 7% of sales: In FY2023, R&D expense was 6.2% of revenue. However, 
company aims to increase the spending to ~7% of revenues. 
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Results (Consolidated) Rs cr

Particulars Q4FY23 Q4FY22 YoY % Q3FY23 QoQ %

Net sales         6,479         6,340            2.2         4,153        56.0 

Operating expenditure         4,647         4,762           (2.4)         3,290        41.3 

Operating profit         1,832         1,578          16.1            863      112.2 

Other income              66              64            3.5              59        12.8 

Interest                2             4.3         (42.1)              10       (74.7)

Depreciation            114            106            7.4            106          7.5 

PBT         1,782         1,531          16.4            806      121.0 

Tax            415            385            7.9            203      104.3 

Reported PAT         1,366         1,147          19.2            603      126.6 

Adjusted PAT         1,382         1,154          19.7            613      125.4 

Adjusted EPS (Rs.)           1.89           1.58          19.7             0.8      125.4 

Margin(%)    BPS   BPS 

GPM (%)           48.3           42.0           628           41.7         652 

OPM (%)           28.3           24.9           339           20.8         748 

NPM (%)           21.3           18.2           312           14.8         657 

Effective tax rate (%)           26.0           25.1             88           26.0            -   
Source: Company, Sharekhan Research
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Outlook and Valuation

n Sector view - AatmaNirbhar Bharat initiative to boost defence manufacturing in India

The government is emphasising creating an environment to boost the AatmaNirbhar Bharat programme 
in the defence sector and create a level-playing field for private players, including MSMEs. Completion of 
defence projects takes longer than envisaged earlier and, hence, the government is planning to incorporate 
cost-escalation clauses and provide incentives to vendors based on enhanced productivity and performance. 
Further, a hike in foreign direct investment (FDI) to 74% through the automatic route would boost investments 
in the sector. This is likely to boost investments in the space, as foreign players in the defence sector would 
look at setting up joint ventures to establish defence manufacturing bases in India, considering the large 
opportunity with the opening up of the defence sector. The government has also established defence corridors 
in Tamil Nadu and Uttar Pradesh, which have helped reduce the import dependency. 

n Company outlook -  diversification and a strong order pipeline would boost growth

BEL has been continuously focusing on sustainable growth plans and has taken various initiatives such 
as i) Focusing on enhancing its R&D capability, ii) Enhancing manufacturing capabilities through timely 
modernisation and expansion of facilities; and iii) Entering into joint ventures in existing and emerging 
businesses to enhance business visibility. Order pipeline includes orders for Medium Range Surface - To - 
Air Missile (MRSAM)-  Rs. 20,000 crore, Quick Reaction Surface-to-Air Missile (QRSAM) – Rs. 20,000 crore, 
Akash Prime Rs. 4,500 crores; etc. In addition, BEL has been focusing on exploring the export (primarily 
non-defence currently) potential of defence electronics products and systems, which bodes well for revenue 
diversification. The company targets 10-15% revenue contribution from exports (currently ~2%).  

n Valuation - Maintain Buy with a revised PT of Rs. 130

BEL’s Q4FY2023 performance has been very strong. Further, strong order intake has allayed concerns over 
revenue visibility. BEL has guided for strong revenue growth and margin guidance is also decent.  We believe 
BEL would play a significant role in successfully implementing the government’s Make in India and AtmaNirbhar 
Bharat initiatives as it is a key defence and aerospace player. Further, global defence companies are tying up 
with indigenous players, as there is a tremendous export potential for engineering services and components 
sourcing from India, which bodes well for BEL. BEL has strong manufacturing and R&D base, robust order 
book, healthy order prospects, diversifying revenue stream, and strong balance sheet with improving return 
ratios. We expect Revenue/PAT CAGR of ~16% each over FY23-25E.  The stock trades at ~20x FY2025E EPS 
and we believe there is still room for further upside.  We retain a Buy on the stock with a revised price target 
(PT) of Rs. 130, valuing it on FY2025E EPS.

One-year forward P/E (x) band

Source: Sharekhan Research 
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About company

BEL is a PSU with strong manufacturing and R&D capabilities and robust cost-control measures. The company 
manufactures electronics, communication, and defence equipment and benefits from enhanced budgetary 
outlay for strengthening and modernising India’s security.

Investment theme

The government’s Make in India and AatmaNirbhar Bharat initiatives, along with rising spending for 
modernising defence equipment, will support earnings growth in the coming years, as BEL is one of the key 
players with strong research and manufacturing capabilities in the defence space in the country. A robust 
order book provides strong revenue and earnings visibility. BEL is a good play on the defence sector because 
of its strong manufacturing and R&D base, good margin trajectory, cost efficiency, growing indigenisation, 
and strong balance sheet.
 
Key Risks

 � Delayed order execution and slower pace of fresh orders can affect revenue growth.

 � Higher raw-material prices and shortage of critical components such as semiconductors could affect 
execution and earnings going forward.

Additional Data

Key management personnel

Mr. Bhanu Prakash Srivastava Executive Director-Chairperson-MD

Mr. Vinay Kumar Katyal Executive Director

Mr. Damodar S Bhattad Director (Finance) & Chief Financial Officer (CFO)
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Nippon Life India Asset Management 4.25

2 Kotak Mahindra Asset Management Company 3.51

3 HDFC Asset Management Company Limited 3.01

4 Vanguard Group Incorporation 1.74

5 BlackRock Incorporation 1.60

6 FMR LLC 1.32

7 Canara Robeco Asset Management Company 1.25

8 DSP Investment Managers Private Limited 1.07

9 Mirae Asset Global Investments Company 1.04

10 ICICI Prudential Asset Management Company Limited 0.84
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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Summary

 � We retain our Buy rating on Ashok Leyland Limited (ALL) with a revised PT of Rs. 181 on expectation of 
an 11% volume CAGR along with 110bps expansion in EBITDA margin in the next two years, recovery in 
the bus segment, and RM cost tailwind.

 � Operating margin performance in Q4FY2023 was marginally above estimates.

 � ALL is expected to benefit from its aggressive strategy of growing its market share through increased 
penetration across all regions and new product launches.

 � The stock is trading at a P/E of 17.6x and EV/EBITDA of 8.5x its FY2025E.

Ashok Leyland Limited’s (ALL) operating performance in Q4FY2023 was marginally above estimates and 
translated into better-than-estimated bottom-line performance. Revenue increased by 28.7% q-o-q to Rs. 
11,626 crore (vs. estimate of Rs. 11,730 crore) on account of a 25.5% q-o-q increase in volumes and a 2.6% 
q-o-q increase in ASPs. EBITDA increased by 60% q-o-q to Rs. 1,276 crore (vs. our estimate of Rs. 1,236 
crore). EBITDA margin expanded by 210 bps q-o-q to 11% (vs. estimate of 10.5%) on account of 70bps q-o-q 
expansion in gross margin and operating leverage. With this operating performance, APAT increased by 
96.1% q-o-q to Rs. 695 crore (against estimate of Rs. 633 crore). The company has announced a dividend 
of Rs. 2.6/share for FY2023. Going forward, the company has shared a positive outlook for the CV industry 
in FY24E and has guided 10-12% growth in the CV segment in FY2024. Further, ALL aims to outperform 
the industry’s growth, led by expanding market share in the north and east parts of the country, network 
expansion, and regular product launches. We believe the industry may observe moderation in growth in 
Q1FY2024 on account of strong pre-buying in Q4FY2023 and the CV industry would resume its traction 
from Q2FY2024. ALL’s subsidiary, Switch Mobility Limited (SML) is likely to benefit from the electric 
vehicle (EV) mobility movement through its strong presence in the U.K., India, and Continental Europe. 
We remain positive on ALL’s growth prospects and retain our Buy rating on the stock with a revised price 
target (PT) of Rs. 181.

Key positives

 � Gross margin expansion (70 bps q-o-q) and operating leverage translated into a 210 bps q-o-q expansion 
in EBITDA margin to 11% against expectation of 10.5%.

 � Interest rate came down from Rs. 80 crore in Q3FY2023 to Rs. 63 crore in Q4FY2024 and supported the 
bottom-line growth.

 � Despite 67% growth in revenue in FY2023, capex stands at Rs. 500 crore in FY2023 compared to Rs. 400 
crore in FY2022.

Key negatives

 � 28.7% topline growth was largely driven by 25.5% q-o-q volume growth as ASP grew by mere 2.6% q-o-q 
and, hence, its topline missed estimates by 0.9%.

 � While gross margin expanded by 70 bps q-o-q, RM cost/unit still increased by 1.7% q-o-q, marginally 
lower than ASP growth of 2.6%.

Management Commentary

 � The CV industry is expected to grow at a double-digit rate in FY2024 on account of revival in replacement 
demand, strong traction in the bus segment, and increased infra spending.

 � ALL aims for double-digit EBITDA margin in the medium term on account of RM cost tailwind and lower 
discounting trend.

 � Export volumes are expected to improve in FY2024 because of recovery in a few of its export markets.

Our Call

Valuation – Maintain Buy with an unchanged PT of Rs. 181: Post reporting marginally above estimated 
operating performance, management has guided for double-digit volume growth in the CV industry in 
FY2024 and targets to outperform the CV industry’s growth. Management assumes that recovery in 
replacement demand and revival in few of its export markets would support volume traction in FY2024. 
ALL is strategically expanding its dealer network and launching new products to gain market share. We 
believe the shift of the industry from discount-based volume growth model to a profitability-driven volume 
growth model would augur well for the industry. Management targets for double-digit EBITDA margin in 
the medium term on account of reduction in discounts, RM cost tailwinds, and healthy volume growth. ALL 
is well placed in the industry to benefit from increased economic activities related to infrastructure, mining, 
and e-commerce, aided by its focus on growing its market share through increased penetration across all 
regions and new product launches. Further, the company is optimistic on its EV road map via Switch Mobility. 
We maintain our Buy rating on the stock with an unchanged target price (TP) of Rs. 181 on expectation of an 
11% volume CAGR along with a 110bps expansion in EBITDA margin in the next two years, recovery in the bus 
segment, and RM cost tailwind.

Key Risks

Pricing pressures to defend the domestic market’s share would affect margins and adverse macroeconomic 
trends.
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Company details

Market cap: Rs. 44,033 cr

52-week high/low: Rs. 169 / 127

NSE volume:  
(No of shares)

88.7 lakh

BSE code: 500477

NSE code: ASHOKLEY

Free float:  
(No of shares)

143.5 cr

Ashok Leyland Ltd
Focus on profitable volume growth

Automobiles Sharekhan code: ASHOKLEY

Reco/View: Buy  CMP: Rs. 150 Price Target: Rs. 181 
á Upgrade  Maintain â Downgrade

Source: Morningstar

ESG Disclosure Score
 ESG RISK RATING 14.60
  Updated May 08, 2023
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Valuation (Standalone) Rs cr

 Particulars FY21 FY22 FY23P FY24E FY25E

 Revenues   15,301  21,688  36,144  41,039  45,557 

 Growth (%) . 41.7 66.7 13.5 11.0

 EBIDTA  535  995  2,931  3,488  4,214 

 OPM (%) 3.5 4.6 8.1 8.5 9.3

 APAT   (302)  31  1,296  1,957  2,495 

 Growth (%) - - - 51.0 27.5

 AEPS  (1.0)  0.1  4.4  6.7  8.5 

 P/E - -  34.0  22.5  17.6 

 P/BV  6.3  6.0  5.2  4.6  3.9 

 EV/EBIDTA 82.0 41.9 13.7 10.8 8.5

 ROE (%) -4.3 0.4 15.4 20.3 22.2

 ROCE (%) -0.7 3.0 13.0 17.7 19.5

Source: Company; Sharekhan estimates
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Optimistic outlook

 � The CV industry may witness growth moderation in Q1FY2024 due to robust pre-buying in Q4FY2023; 
however, growth momentum is expected to pick up from Q2FY2024.

 � Management has shared its optimistic outlook for the CV industry for FY2024 and has guided for 10-12% 
growth in the CV industry on account of revival in the bus segment, recovery in replacement demand, and 
continued traction in the MHCV segment, led by rising infra spending.

 � Further, the company aims to outperform the industry via increasing market share in its relatively weak 
territories (North and East markets), dealership expansion, and regular product launches. 

 � Export volumes are expected to register healthy growth in FY2024 on expectation of recovery in few of 
its export markets.

 � The revival in the CNG segment would drive its performance in FY2024 as its CNG products are well 
accepted in the market.

 � Capex: Rs. 600-750 crore for FY2024.

EBITDA margin : Looking for double-digit margin

 � With soft RM cost trend, new product launches, and regular price hikes, management targets for a double-
digit margin in the medium term.

 � ALL has increased prices by 2% in April to pass on the increase in input cost to customers.

 � The shift of industry from discount-based growth model to profit-based discount model would support 
EBITDA margin expansion in the medium term.

Switch mobility: a long-term EV play

 � ALL is optimistic on the growth prospects in the EV space and assumes that switch mobility would have 
healthy penetration in the EV space in domestic as well as export markets.

 � It has lined up multiple products to launch in the EV space in the coming period.

 � ALL has planned an investment of Rs. 1,200 crore in Switch Mobility in the next 12 months.

Change in estimates  

  
Earlier New % change 

FY24E FY25E FY24E FY25E FY24E FY25E

Revenue 40462 46531.5     41,039    45,557 1.4% -2.1%

EBITDA 3422      4,114       3,488      4,214 2.0% 2.4%

EBITDA margin 8.5% 8.8% 8.5% 9.3%   

PAT 1928      2,481       1,957      2,495 1.5% 0.6%

EPS              6.6          8.5          6.7          8.5 1.5% 0.6%

Source: Company; Sharekhan Research
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Results (Standalone) Rs cr

Particulars Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%)

Net sales          11,626           8,744             33.0             9,030           28.7 

Total operating expenses          10,350           7,968             29.9             8,232           25.7 

Operating profit            1,276              776             64.4                797           60.0 

Depreciation               184              195              (5.9)                189            (2.7)

Interest                 63                76            (17.9)                  80          (21.9)

Other Income                 39                24             61.1                  32           23.2 

PBT            1,068              528           102.1                560           90.9 

Tax               373                97           283.5                205           81.8 

Reported PAT               751              901            (16.6)                361         108.0 

Adjusted PAT               695              431             61.2                354           96.1 

Recurring EPS 2.37 1.47             61.2 1.2           96.1 

Source: Company; Sharekhan Research

Key ratios (Standalone)  

Particulars Q4FY23 Q4FY22 YoY (bps) Q3FY23 QoQ (bps)

Gross margin (%)              24.4             21.8              270               23.7               70 

EBIDTA margin (%)              11.0               8.9              210                 8.8            210 

Net profit margin (%)                6.0               4.9              100                 3.9            210 

Effective tax rate (%)              34.9             18.4           1,650               36.7           (170)

Source: Company; Sharekhan Research

Volume Analysis (Rs per Vehicle)

Particulars Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%)

Volumes (units)          59,697        48,719             22.5           47,562           25.5 

Realisation    19,47,446   17,94,842                8.5     18,98,505              2.6 

RM/vehicle    14,72,213   14,04,415                4.8     14,47,763              1.7 

Gross Profit/Vehicle      4,75,233     3,90,427             21.7       4,50,742              5.4 

EBITDA/Vehicle      2,13,703     1,59,289             34.2       1,67,642           27.5 

PAT/vehicle      1,16,418        88,489             31.6           74,513           56.2 

Source: Company; Sharekhan Research
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Outlook and Valuation 

n Sector Outlook – Expect steady recovery in CV sales

While the CV segment may witness growth moderation in FY2024 due to a high base, but we believe the CV 

industry would grow in high single-digit or low double-digit rate in FY2024, largely driven by the recovery in 

replacement demand and rise in demand for the bus segment. However, the traction would be visible more 

from Q2FY2024 and the industry would follow the trend in infra spending and macro activities.

n Company Outlook – Growth strategies in place to drive growth in the medium term 

ALL is likely to be the key beneficiary of the expected traction in the domestic CV industry, driven by traction 

in the macro economy. Further, ALL has been looking for an improvement in EBITDA margin, led by focusing 

on profit-driven market share expansion strategy. ALL will benefit from replacement demand, which is likely 

to arise due to aging of vehicle population and requirement of cost-effective transportation solutions. The 

company is well placed to benefit from growth in exports, defence, power solutions, LCV, and parts business 

even as it expands the reach and products of the core MHCV business.

n Valuation – Maintain Buy with an unchanged PT of Rs. 181

Post reporting marginally above estimated operating performance, management has guided for double-

digit volume growth in the CV industry in FY2024 and targets to outperform the CV industry’s growth. 

Management assumes that recovery in replacement demand and revival in few of its export markets would 

support volume traction in FY2024. ALL is strategically expanding its dealer network and launching new 

products to gain market share. We believe the shift of the industry from discount-based volume growth model 

to a profitability-driven volume growth model would augur well for the industry. Management targets for 

double-digit EBITDA margin in the medium term on account of reduction in discounts, RM cost tailwinds, 

and healthy volume growth. ALL is well placed in the industry to benefit from increased economic activities 

related to infrastructure, mining, and e-commerce, aided by its focus on growing its market share through 

increased penetration across all regions and new product launches. Further, the company is optimistic about 

its EV road map via Switch Mobility. We maintain our Buy rating on the stock with an unchanged target price 

(TP) of Rs. 181 on an expectation of an 11% volume CAGR along with a 110bps expansion in EBITDA margin in 

the next two years, recovery in the bus segment, and RM cost tailwind.
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About company

ALL is the flagship company of Hinduja Group and is the second-largest domestic manufacturer of MHCVs. 
ALL derives 70% of its volumes from the MHCV segment, while LCVs form the balance 30%. ALL is the market 
leader for MHCV buses, with a market share of 41%, while it is the second-largest player in MHCV trucks, 
having a market share of 33%. Domestic revenue contributes 87%, while exports contribute to the balance 
13%.

Investment theme

We believe the CV industry is poised for a steady upturn in the market due to a faster-than-expected recovery 
in economic activities. ALL is the second largest MHCV cargo player in the domestic market and enjoys 
healthy market share in domestic MHCV passenger carrier market. Its market share in MHCV cargo segment 
stood at 32.3% and in MHCV passenger carrier stood at 28.03% in Fy23. We are positive on ALL due to 
the faster-than-expected recovery in economic activities, especially in infrastructure development, road 
construction, and mining, which would likely spur demand for new trucks. Demand for CVs is expected to arise 
from replacement and new demand. Moreover, ALL is focusing on enhancing CV exports (by introducing new 
products and network expansion) and increasing revenue from replacement (driven by increased digitisation 
and network enhancement) and defence segment (through the government’s Atmanirbhar Bharat push). An 
incentive-based scrappage scheme (providing incentives on new truck purchases in lieu of scrapping old 
trucks) would significantly boost demand and would be positive for the company. Hence, we retain our Buy 
rating on the stock.

Key Risks

Pricing pressures to defend domestic market share would affect margins. Also, if the commodity prices 
continue to rise going forward, can affect the company’s profitability.

Additional Data

Key management personnel 

 Dhiraj Hinduja Chairman

Shenu Agarwal MD & CEO

Gopal Mahadevan Director and Chief Financial Officer

 K M Balaji Vice President – Corporate Finance 
Source: Company Website

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Hinduja Automotive Ltd  34.7 

2 Citigroup Inc  12.0 

3 Hinduja Bank Switzerland  4.9 

4 Matthews International Capital Management LLC  2.4 

5 Mirae Asset Global Investments Co Ltd  2.1 

6 ICICI Prudential Asset Management Co Ltd/India  1.9 

7 Vanguard Group Inc/The  1.8 

8 Schroders PLC  1.5 

9 HDFC Life Insurance Co Ltd  1.4 

10 SBI Funds Management Ltd  1.4 
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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Summary

 � Q4FY2023 consolidated EBITDA of Rs. 2,162 crore (up 89.6% q-o-q) was 19% above our estimate, 
led by a strong beat in EBITDA per tonne. Adjusted PAT of Rs. 1,414 crore (up 55% q-o-q) was 
in line, as beat in EBITDA got offset by higher-than-expected tax rate, depreciation cost and 
negative other income.

 � EBITDA/tonne increased by 46% q-o-q to Rs. 1,742 and was 21.8% above our estimate. Iron ore 
sales volume (missed estimate by 2.3%) while blended realisations grew by 29.5%/21.4% q-o-q 
to 12.4 MMT/ 4,715 per tonne.

 � Lump/Fine price has remained stable at Rs. 4,500/4,100 per tonne since March 2023 but 
management sees considerable pricing headwinds in the near term. FY24 iron ore production 
volume guidance of 46-50 mt implies 13-22% y-o-y growth. The Nagarnar steel plant would be 
commissioned by June-23 with expectation of 4.5-5 mt iron ore volumes for NMDC.

 � We maintain a Buy rating on NMDC with a revised PT of Rs. 125 given inexpensive valuation of 
3x/1x its FY25E EV/EBITDA and P/BV, respectively and the stock offers healthy dividend yield of 
~6-7%.

Q4FY23 consolidated revenues at Rs 5,851 crore (down 13.8% y-o-y; up 57.3% q-o-q) was 
5.9% above our estimate of Rs. 5,525 crore. 8.4% beat in blended iron ore realisations to 
Rs. 4,715/tonne (up 21.4% q-o-q) was partially offset by a 2.3% miss in iron ore sales volume 
to 12.4 million tonnes (flat y-o-y). The miss is sales volumes was more than offset by a 
strong 21.8% beat in EBITDA/tonne to Rs. 1,742 (down 20.8% y-o-y, up 46.3% q-o-q) and 
consequently operating profit came 19% above our estimate to Rs. 2,162 crore (down 20.6% 
y-o-y; up 89.6% q-o-q). Adjusted PAT at Rs 1,414 crore (down 24.2% y-o-y; up 55% q-o-q) was 
in-line with our estimate of Rs. 1,415 crore as beat in EBITDA got offset by higher tax rate of 
30.7% versus our estimate of 25% and a higher-than-expected depreciation cost and negative 
other income. We have adjusted Q4FY23 PAT for one time receipt of Rs. 957 crore from the 
Monitoring committee and Rs. 280 crore of profit on disinvestment of NINL.

Key positives

 � Sharp 22% beat in EBITDA/tonne to Rs. 1,742. up 46% q-o-q.

Key negatives

 � Marginal miss of 2% in iron ore sales volume at 12.4 million tonnes (flat y-o-y).

Management Commentary

 � FY24 iron production guidance of 46-50 mt implies 13-22% y-o-y growth. 

 � NMDC Steel expects commission its steel plant by end-June 2023. Management expects to 
sell ~ 4.5-5 MMT of iron ore to NMDC Steel. 

 � FY24 capex guidance of Rs2000 crore. NMDC would require annual capex of Rs3000 crore 
to ramp-up iron ore production capacity to 100 mtpa. 

 � Other updates – 1) Cash & bank balance stood at Rs. 7,098 crore as on   March 31, 2023, 
2) exports of iron ore not economical given 30% export and logistic/port handling costs 
of ~$20/5 per tonne respectively, 3) Outstanding dues receivable from the Monitoring 
committee is Rs. 1,900 crore after the release of Rs. 957 crore in Q4FY23.

Revision in estimates – We have fine-tuned our FY24-25 earnings estimate to factor FY23 P&L 
and balance sheet numbers as well as revised volume assumption.

Our Call

Valuation – Maintain Buy on NMDC with a revised PT of Rs. 125: Reopening of China’s 
economy and strong domestic steel demand bodes well for volume growth of NMDC which 
would be the key earnings growth driver over FY24-25. Moreover, recent demerger of the steel 
business will reduce capital intensity and improve dividend payout ratio. Moreover, valuation 
of 3x its FY2025E EV/EBITDA and 1x its FY25E P/BV is attractive, and the stock offers a healthy 
dividend yield of 6-7%. Hence, we maintain our Buy rating on NMDC with a revised price target 
(PT) of Rs. 125.

Key Risks

1) Fall in domestic iron ore price and demand could impact the earnings outlook. 2) Imposition 
of export tax on steel/iron ore/pellets could impact the sector’s valuation. 

Powered by the Sharekhan 3R Research Philosophy
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Sharekhan Research, Bloomberg
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Company details

Market cap: Rs. 30,815 cr

52-week high/low: Rs. 132 / 81

NSE volume:  
(No of shares)

73.2 lakh

BSE code: 526371

NSE code: NMDC

Free float:  
(No of shares)

114.9 cr

NMDC Ltd
Strong Q4 margin; valuation attractive & healthy dividend yield

Metal & Mining Sharekhan code: NMDC

Reco/View: Buy  CMP: Rs. 105 Price Target: Rs. 125 â

á Upgrade  Maintain â Downgrade

Source: Morningstar

ESG Disclosure Score
 ESG RISK RATING 30.69
  Updated Mar 08, 2023
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Valuation (Consolidated) Rs cr

Particulars FY22 FY23 FY24E FY25E

Revenue 25,965 17,667 20,922 22,227

OPM (%) 48.6 34.3 32.9 35.5

Adjusted PAT 9,429 4,365 5,460 6,172

% y-o-y growth 50.2 -53.7 25.1 13.0

Adjusted EPS (Rs.) 32.2 14.9 18.6 21.1

P/E (x) 3.3 7.1 5.6 5.0

P/B (x) 1.7 1.4 1.2 1.0

EV/EBITDA (x) 1.9 3.8 3.6 3.0

RoNW (%) 39.4 21.5 22.4 21.9

RoCE (%) 44.2 25.0 24.7 24.7

Source: Company; Sharekhan estimates
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Strong EBITDA beat offset by higher-than-expected tax rate, depreciation cost and negative other income.

Q4FY23 consolidated revenues at Rs 5,851 crore (down 13.8% y-o-y; up 57.3% q-o-q) was 5.9% above our 

estimate of Rs. 5,525 crore. 8.4% beat in blended iron ore realisations to Rs. 4,715/tonne (up 21.4% q-o-q) was 

partially offset by a 2.3% miss in iron ore sales volume to 12.4 million tonnes (flat y-o-y). The miss is sales 

volumes was more than offset by a strong 21.8% beat in EBITDA/tonne to Rs. 1,742 (down 20.8% y-o-y, up 

46.3% q-o-q) and consequently operating profit came 19% above our estimate to Rs. 2,162 crore (down 20.6% 

y-o-y; up 89.6% q-o-q). Adjusted PAT at Rs 1,414 crore (down 24.2% y-o-y; up 55% q-o-q) was in-line with our 

estimate of Rs. 1,415 crore as beat in EBITDA got offset by higher tax rate of 30.7% versus our estimate of 25% 

and a higher-than-expected depreciation cost and negative other income. We have adjusted Q4FY23 PAT for 

one time receipt of Rs. 957 crore from the Monitoring committee and Rs. 280 crore of profit on disinvestment 

of NINL.

Q4FY23 conference call highlights

 � Strong volume growth guidance; iron price headwinds likely in H1FY23: Management expects FY24 

volumes to be 46-50 million tonnes due to enhanced efficiency, expectation of normal monsoons in 

Chhattisgarh and upgradation of Kumaraswamy capacity from 7 MMT to 10 MMT. In FY24, company 

expects to achieve its best ever Q1 volumes. Headwinds on the pricing front are expected to continue till 

at least H1FY24. Company expects net PAT of over Rs. 5,500 crore in FY24.

 � NMDC steel update: The management expects to sell ~ 4.5-5 MMT of iron ore to NMDC Steel and is 

confident it will start commissioning by end of June 2023 as the ancillary plants have already been 

commissioned, operations of the blast furnace are strong and company has already started to sell coke.

 � Capex guidance: The company guided for a capex of at least Rs. 2,000 crore for FY24 and an annual 

capex of Rs. 3000 crore, FY25 onwards to meet its targeted overall capacity of 100 million tons. The Cash 

and Bank balance stood at Rs. 7,098 crore as on March 31, 2023, which the management said will be used 

for funding capex requirements rather than giving buybacks.

 � Update on key projects: The slurry pipeline capex requirements has been increased to Rs. 3,500 crore 

out of which ~Rs. 1200/1200/900 crore each will be spent on pellet plant/laying of slurry pipeline/

beneficiation plant. Rs 1,240 crore has been spent on the project till date and management expects it to 

be a gamechanger on its completion in 3 years.

 � Other updates: 1) The management said exports are presently not feasible due to export duty on iron 

ore of 30% and logistic/port handling costs of ~$20/$5 per tonne respectively and 2) Outstanding dues 

receivable from Monitoring committee is Rs. 1,900 crore after the release of Rs. 957 crore in Q4. Around 

Rs. 250-300 crore expense on monetary committee will be continued.
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Results (Consolidated) Rs cr

Particulars Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%)

Revenue 5,851 6,785 -13.8 3,720 57.3

Total Expenditure 3,689 4,061 -9.2 2,579 43.0

Operating profit 2,162 2,725 -20.6 1,141 89.6

Other Income -9 333 NA 205 NA

Interest 12 25 -53.2 30 -60.7

Depreciation 93 112 -16.5 84 11.6

Exceptional income/(expense) 1,237 0 NA 0 NA

Reported PBT 3,286 2,920 12.5 1,232 166.7

Adjusted PBT 2,048 2,920 -29.9 1,232 66.3

Tax 1,008 1,058 -4.7 328 207.8

Reported PAT 2,277 1,862 22.3 904 151.9

Adjusted PAT 1,420 1,862 -23.8 904 57.0

Loss from Discontinued operations (after tax) 0 0 NA 0 NA

Share of Profit I (Loss) of Associates/JVs -5 4  NA 10 NA

Minority interest (MI) 0 0 NA 1 NA

Reported PAT after MI 2,272 1,867 21.7 912 149.0

Adjusted PAT after MI 1,414 1,867 -24.2 912 55.0

Equity Cap (cr) 293 293  293  

Reported EPS (Rs) 7.8 6.4 21.7 3.1 149.0

Adjusted EPS (Rs) 4.8 6.4 -24.2 3.1 55.0

Margins (%)   BPS  BPS

OPM 37.0 40.2 -319.9 30.7 629.3

Adjusted NPM 24.2 27.5 -334.3 24.5 -35.7

Tax rate 30.7 36.2 -553.2 26.6 409.6

Source: Company; Sharekhan Research

Key operating metrics  

Particulars Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%)

Iron ore production (million tons) 14.1 13.9 1.9 10.7 32.5

Iron ore sales (million tons) 12.4 12.4 0.2 9.6 29.5

Domestic iron realisation (Rs/tonnne) 4,663 5,386 -13.4 3,821 22.0

Blended iron ore realisation (Rs/tonnne) 4,715 5,477 -13.9 3,883 21.4

EBITDA/tonne (Rs/tonne) 1,742 2,199 -20.8 1,191 46.3

Source: Company; Sharekhan Research
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NMDC iron ore lump prices trend
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NMDC iron ore fine prices trend
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Outlook and Valuation 

n Sector View – China pickup and reversal of export duty to improve the sector’s profitability 

We believe domestic steel prices, which were range-bound in Q3FY2023, have bottomed out and will 

increase as the COVID-19 situation improves in China. Moreover, we expect pick-up in infrastructure/real 

estate activities in China. FTA signed with Australia provides a further tailwind to domestic steel production, as 

Indian steel producers can now purchase coking coal at zero import duty w.e.f. December 29, 2022. Overall, 

this will support demand and price levels of iron ore. Reversal of export duty on steel/iron ore/pellets bodes 

well for the sector, as it removes the regulatory burden and will encourage free pricing.

n Company Outlook – Volume growth to drive growth over FY2024E-FY2025E 

We expect a 14% iron ore sales volume CAGR for FY2023-FY2025E, driven by China reopening and reversal 

of export duties. Although iron ore prices have dropped from the highs of FY2022, we believe they have 

bottomed out and have remained largely stable in India since March 2023. We expect a Revenue/EBITDA/

PAT CAGR of 12%/14%/19% over FY2023-FY2025E.

n Valuation – Maintain Buy on NMDC with a revised PT of Rs. 125

Reopening of China’s economy and strong domestic steel demand bodes well for volume growth of NMDC 

which would be the key earnings growth driver over FY24-25. Moreover, recent demerger of the steel business 

will reduce capital intensity and improve dividend payout ratio. Moreover, valuation of 3x its FY2025E EV/

EBITDA and 1x its FY25E P/BV is attractive, and the stock offers a healthy dividend yield of 6-7%. Hence, we 

maintain our Buy rating on NMDC with a revised price target (PT) of Rs. 125.
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About company

NMDC, a government-owned company, is India’s largest iron ore producer. NMDC is operating four iron ore 

mechanised mines viz., Bailadila Iron Ore Mines – Kirandul Complex (Dep-14, 14 NMZ, 11B and 11C), Bailadila Iron 

Ore Mine – Bacheli Complex (Dep-5,10 and 11A) in Chhattisgarh, Donimalai Iron Ore Mine and Kumaraswamy 

Iron Ore Mine in Karnataka. The company also produces and sells diamonds, sponge iron, and wind power.

Investment theme

Reopening of China economy and capacity expansion by domestic steel companies bodes well for volume/

earnings growth of NMDC over FY24-25. Moreover, recent demerger of the steel business will reduce capital 

intensity. NMDC valuation is reasonable, and stock offers healthy dividend yield.

Key Risks

 � Fall in domestic iron ore price and demand could impact the earnings outlook.

 � Imposition of export tax on steel/iron ore/pellets could impact the sector’s valuation.

Additional Data

Key management personnel 

Sumit Deb Chairman and Managing Director

Amitava Mukherjee Director - Finance

Dilip Kumar Mohanty Director - Production
Source: Company Website

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Life Insurance Corp of India 11.69

2 Vanguard Group Inc/The 1.46

3 Aditya Birla Sun Life Asset Manage 1.01

4 PPFAS Asset Management 0.92

5 Mirae Asset Global Investments Co 0.74

6 SBI Funds Management Ltd 0.45

7 Nippon Life India Asset Management 0.37

8 Edelweiss Asset Management Ltd 0.33

9 POWER CORP OF CANADA 0.29

10 ICICI Prudential Asset Management 0.24
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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Summary

 � SCIL posted strong recovery in Q4FY2023, led by improving demand for pigment in the domestic/export 
market. Revenue/OPM at Rs. 691 crore/12.3% was up 31%/437 bps q-o-q and significantly above our 
estimate, largely reflecting volume growth and higher gross margin. PAT increased to Rs. 33 crore versus 
only Rs. 1 crore in Q3FY2023, led by strong operational performance. 

 �  Pigment domestic/export revenue increased by 20%/26% q-o-q to Rs. 301 crore/Rs. 293 crore, given 
the recovery in both domestic and global demand. Pigment specialty revenue segment grew by 21% 
q-o-q. Margin improvement reflects softening of input cost, but other expenses (up 21% q-o-q) still remain 
elevated.  

 � Management hinted for gradual ramp-up of new products given concerns of global economic slowdown 
and it expects full revenue potential of recently completed Rs. 750 crore capex over the next 3-4 years. 
Gross margin improvement would continue and management has guided for 100bps improvement going 
forward. Land monetisation receipt of Rs. 356 crore would help improve the balance sheet. 

 � We believe the earnings downgrade cycle is over for SCIL and ramp-up in new projects would revive 
growth in FY2024. Consolidation in the global pigment industry bodes well for long-term earnings 
growth of SCIL. Hence, we upgrade SCIL to Buy (from Hold) with an increased PT of Rs. 530 (higher PT 
reflects rollover of PE multiple to FY2025E EPS). The stock trades at 24x/18x FY2024E/FY2025E EPS.

Powered by the Sharekhan 3R Research Philosophy
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Company details

Market cap: Rs. 3,039 cr

52-week high/low: Rs. 495/345

NSE volume:  
(No of shares)

1.4 lakh

BSE code: 506655

NSE code: SUDARSCHEM

Free float:  
(No of shares)

4.4 cr

Valuation (Consolidated) Rs cr

Particulars  FY22  FY23  FY24E  FY25E 

Revenue 2,201 2,302 2,629 3,011

OPM (%) 12.5 9.2 12.5 13.0

 Adjusted PAT 130 45 126 167

% y-o-y growth (7.9) (65.6) 182.1 32.4

Adjusted EPS (Rs.) 18.8 6.5 18.2 24.2

P/E (x) 23.4 67.9 24.1 18.2

EV/EBITDA (x) 13.9 18.2 11.2 9.5

P/BV (x) 3.6 3.7 3.4 3.0

RoCE (%) 12.5 5.8 12.1 14.9

RoE (%) 16.5 5.4 14.6 17.4

Source: Company; Sharekhan estimates

Sudarshan Chemical Industries Limited’s (SCIL) Q4FY2023 consolidated revenue at Rs. 691 crore (up 
30.9% q-o-q, up 10.2% y-o-y), beating our estimate by 23% due to recovery in demand and volume growth 
in both domestic and export markets. The pigment division’s revenue grew by 23% q-o-q (up 6.5% y-o-y) to 
Rs. 558 crore, led by 26%/20% q-o-q rise in export/domestic revenue to Rs. 293 crore/Rs. 301 crore, aided 
by volume growth as demand environment improved post a subdued demand in 9MFY2023. Pigment 
specialty revenue grew by 21.2% q-o-q to Rs. 412 crore, while pigment non-specialty revenue grew by 
26.6% q-o-q to Rs. 181 crore. OPM at 12.3% (down 147 bps y-o-y; up 437 bps q-o-q) was above our estimate 
of 8%, supported by 347 bps beat in gross margin to 42% (up 120 bps q-o-q) and benefit of operating 
leverage, given strong recovery in revenue. Consequently, operating profit was up 103.4% q-o-q to Rs. 85 
crore, which was 87.9% above our estimate of Rs. 45 crore. PAT of Rs. 33 crore (versus only Rs. 1 crore in 
Q3FY2023) was also significantly above our estimate of Rs. 5 crore, led by revenue/margin beat, partially 
offset by higher interest cost and tax rate.  

Key positives

 � Strong recovery in the pigment business with 23% q-o-q revenue growth in Q4FY2023. 

 � Large beat of 426 bps in OPM at 12.3%, up 437 bps q-o-q. 

Key negatives

 � Continued high other expenses (up 21% q-o-q).

Management Commentary

 � Recent completion of capex would enhance product portfolio and management expects full revenue 
potential over 3-4 years. However, near-term ramp-up is expected to remain slow, given global economic 
slowdown. 

 � Softening of input cost, lower energy prices, and moderation in international freight cost from peak level 
would result in margin improvement; however, Q1FY2024 margin is expected to remain at Q4FY2023 level 
of 12%. 

 � The company has received Rs. 356 crore from land monetisation; focus to strengthen balance sheet with 
likely debt (Rs. 788 crore of net debt as of March 2023) reduction.

Revision in estimates: We have revised our FY2024 earnings estimate to factor in FY2023 P&L and balance 
sheet numbers. We introduce our FY2025 earnings estimates in this report.

Our Call

Valuation – Upgrade SCIL to Buy with a revised PT of Rs. 530: Post a dismal earnings performance in 
FY2023, SCIL’s Q4FY2023 performance gives hopes of strong revenue and margin recovery over FY2024-
FY2025, with tailwinds for demand recovery for pigments, benefit of consolidation of top players in the 
global pigment business and softening of input cost. Moreover, ramp-up of new capacities would help 
absorb depreciation/interest cost and drive robust earnings growth. Thus, we expect SCIL’s EBITDA/PAT to 
post a solid CAGR of 36%/93% over FY23-25E on a low base of FY2023 (witnessed 66% y-o-y PAT decline, 
given subdued pigment demand and margin pressure). Hence, we upgrade SCIL to Buy (from Hold) with an 
increased price target (PT) of Rs. 530 (higher PT reflects rollover of PE multiple to FY25E EPS). The stock 
trades at 24x/18x its FY2024E/FY2025E EPS.

Key Risks

 � Lower demand amid economic slowdown, delay in completion of expansion projects, and intense 
competition from Chinese products could impact revenue/earnings growth.

 � Higher raw-material prices and delay in the ability to pass on price hikes adequately, adverse forex 
fluctuations, and interest rate movements might affect margins. 

Sudarshan Chemical Industries Ltd
Strong Q4; upgrade to Buy

Speciality Chemicals Sharekhan code: SUDARSCHEM

Reco/View: Buy á CMP: Rs. 439 Price Target: Rs. 530 á

á Upgrade  Maintain â Downgrade
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Results (Consolidated)                                                                                    Rs cr

Particulars Q4FY23 Q4FY22 YoY(%) Q3FY23 QoQ (%)

Revenue 691 627 10.2 528 30.9

Total expenditure 606 541 12.1 486 24.7

Operating profit 85 86 (1.6) 42 103.4

Other Income 2 2 (10.3) 1 54.9

Depreciation 31 25 23.2 31 (1.1)

Interest 15 5 175.6 11 36.5

PBT 41 58 (29.4) 1 NA

Tax 8 13 (37.3) 0 NA

Reported PAT 33 45 (27.1) 1 NA

Reported EPS (Rs) 4.7 6.5 (27.1) 0.1 NA

Margin (%) BPS BPS

OPM (%) 12.3 13.7 (147) 7.9 437

NPM (%) 4.7 7.1 (241) 0.1 460

Tax Rate 19.9 22.4 (251) 16.5 342
Source: Company, Sharekhan Research

Stellar Q4 performance led by a recovery in the pigment business

Q4FY2023 consolidated revenue increased by 10% y-o-y/31% q-o-q to Rs. 691 crore, which was 23% above 
our estimate of Rs. 564 crore. The pigment division’s revenue grew by 23% q-o-q to Rs. 594 crore, led by a 
recovery in both the domestic and exports markets. OPM at 12.3% (down 147 bps y-o-y; up 437 bps q-o-q) was 
425 bps above our estimate of 8%, led by 347 bps beat in gross margin to 42% (up 120 bps q-o-q) and benefit 
of operating leverage, given strong recovery in revenue. Consequently, operating profit at Rs. 85 crore (down 
1.6% y-o-y; up 103% q-o-q) was 88% above our estimate of Rs. 45 crore. Consolidated PAT of Rs. 33 crore in 
Q4FY2023 (versus only Rs. 1 crore in Q3FY23) was also significantly above our estimate of Rs. 5 crore, led by 
revenue/margin beat, partially offset by higher interest cost and tax rate. 

Q4FY2023 conference call highlights

 � Demand environment – During 9MFY2023, subdued demand across geographies impacted demand, 
which led to excessive supply and pricing pressure. In Q4FY2023, demand has substantially improved, 
which led to q-o-q growth in volume. The company also launched new products in CIPC and dyes, which 
are getting a good response from customers. The company recently hired BASF – BTC as a distributor 
for the U.S. market, which will help the company to sell its products to small and medium U.S.-based 
customers. Consolidation of top players and focus on India as an export centre for the chemicals sector will 
provide long-term tailwinds. The company is able to maintain its market share in the pigment segment as 
loss in market share of commodity chemicals is offset by market share gain in specialty chemicals. 

 � Margin Outlook – In Q4FY2023, the company witnessed q-o-q improvement in gross margin due to 
softening of raw-material prices. Management expects margins to remain stable in Q1FY2024 but improve 
subsequently by 100bps if raw-material prices decline going forward. Over the long term, the company 
expects gross margin to be at 41.5-43.5% range. Operating margin improved due to the decline in raw-
material prices, lower energy cost, and a decline in logistics cost from peak levels. 

 � Capex plan – The company has commissioned all its capex projects, but ramp-up in new capacity will be 
slower in the near term due to economic slowdown. New products have achieved production stability and 
currently going through customer approval process, which is expected to be completed in 3-6 months. The 
company has no plans for additional capex in the short term. Management expects to achieve revenue of 
Rs. 3,000 crore to Rs. 3,300 crore in the next few years at full capacity utilisation. Ramp-up in production 
of additional capacity will lead to higher revenue share from the specialty and export market. 

 � Debt – The company recently monetised its land for ~Rs. 356 crore (the company has already received 
cash in Q1FY2024) which will help the company in reducing its net debt of Rs. 788 crore. 

 � Working Capital – Management expects net working capital to remain within the range of 20±1% of sales.

 � China supply concern – Recent opening of the Chinese economy has resulted into excessive supply from 
China to Asia as well as other markets and has caused concerns in terms of demand-supply mismatch and 
has impacted chemical prices, especially for non-specialty products. 
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Segmental performance                                                                                                     Rs cr

Particulars Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%)

Revenue      

Pigments 594 558 6.3 483 22.8

Others 99 69 43.4 45 120.0

Total 692 627 10.4 528 31.1

Inter Segment 1 - NA - NA

Net Revenue 691 627 10.2 528 30.9

 

EBIT

Pigments 44 54 (17.1) 9 414.6

Others 11 9 19.8 3 265.3

Total EBIT 55.7 63.0 (11.6) 11.7 375.2

EBIT margin BPS BPS

Pigments 7.5 9.6 (211) 1.8 569

Others 11.5 13.7 (226) 6.9 456

Overall EBIT margin 8.1 10.0 (199) 2.2 584
Source: Company, Sharekhan Research
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Outlook and Valuation

n Sector view - De-focus of global players, rising demand to help Indian dyes and pigments segment to 
report a 10% CAGR over FY2019-FY2025

The dyes and pigments segment is the second largest sub-segment, with 22% share in the Indian specialty 
chemicals industry. The segment posted a 7.3% CAGR over FY2014-FY2019, with a market size of ~$7 billion 
in FY2019. The dyes and pigments segment is expected to register a 10% CAGR over FY2019-FY2025 and 
reach $12.5 billion by FY2025. De-focus on global players and increased demand for textiles, paints, and 
plastic would drive substantial growth for dyes and pigments in India. Prominent domestic players are 
expected to further consolidate their position, supported by reliable raw-material sourcing, strong research 
and development (R&D) capabilities, the right product portfolio, strong marketing capabilities, and robust 
adherence to global environmental compliance standards (given the polluting nature of the manufacturing 
process of dyes and pigments).

n Company outlook -  Demand recovery; ramp-up of new capacities to drive earnings recovery

The recent recovery in pigment demand and softening of input cost along with lower freight cost bodes well 
for revenue and margin recovery over FY2024-FY2025. SCIL has completed its Rs. 750 crore capex plan and 
the ramp-up of new capacities/products would drive medium to long-term growth and would scale up SCIL’s 
position in both domestic and global markets and is expected to benefit from the exit of two global peers 
from the space. 

n Valuation - Upgrade SCIL to Buy with a revised PT of Rs. 530:

Post a dismal earnings performance in FY2023, SCIL’s Q4FY2023 performance gives hopes of strong revenue 
and margin recovery over FY2024-FY2025, with tailwinds for demand recovery for pigments, benefit of 
consolidation of top players in the global pigment business and softening of input cost. Moreover, ramp-
up of new capacities would help absorb depreciation/interest cost and drive robust earnings growth. Thus, 
we expect SCIL’s EBITDA/PAT to post a solid CAGR of 36%/93% over FY23-25E on a low base of FY2023 
(witnessed 66% y-o-y PAT decline, given subdued pigment demand and margin pressure). Hence, we upgrade 
SCIL to Buy (from Hold) with an increased price target (PT) of Rs. 530 (higher PT reflects rollover of PE multiple 
to FY25E EPS). The stock trades at 24x/18x its FY2024E/FY2025E EPS. 

One-year forward P/E (x) band

Source: Sharekhan Research 
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About company

Established in 1952 and headquartered in Pune, SCIL is India’s largest and the world’s fourth-largest 
manufacturer of colour pigments. The company has a domestic market share of ~35% and global market 
share of ~3% in organic pigments. The company’s product portfolio comprises organic, inorganic, and effect 
pigments, serving four main end-uses – coatings, plastics, inks, and cosmetics. SCIL has two manufacturing 
units − at Roha (established 1973) and Mahad (1993), both of which are located in Raigad district (Maharashtra) 
with a combined capacity of 37,000 tonne per annum (tpa).

Investment theme

SCIL is a leading world-class colour solutions provider focusing on exceptional and sustainable results, which 
help in customer retention. Significant growth opportunities are available for players in Southeast Asia as 
innovators seek a reliable partner for assured sourcing. The situation in China has not changed much due to 
the ongoing government clampdown because of environmental and compliance issues. SCIL has completed 
its Rs. 750 crore capex plan and the ramp-up of new capacities/products would drive medium to long-term 
growth and would scale up SCIL’s position in both domestic and global markets and is expected to benefit 
from the exit of two global peers from the space. 
 
Key Risks

 � Lower demand amid the economic slowdown, delay in completion of expansion projects, and intense 
competition from Chinese products could impact revenue/earnings growth.

 � Higher raw-material prices and delay in the ability to pass on price hikes adequately, adverse forex 
fluctuations, and interest rate movements might affect margins. 

Additional Data

Key management personnel

Pradeep Ramwilas Rathi Chairman

Rajesh Balkrishna Rathi Managing Director

Ashish V. Vij Whole Time Director/Chief Operating Officer
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Bhanshali Akash 8.1

2 ICICI Prudential Asset Management 5.4

3 Axis Asset Management Co Ltd/India 4.03

4 Mirae Asset Global Investments Co 2.51

5 ICICI Lombard General Insurance Co 1.71

6 Kedia Vijay Kishanlal 1.44

7 FIL Ltd 1.22

8 Rhodenium Pvt Ltd 1.01

9 Baroda Mutual Fund Ltd 0.78

10 FundRock Management Co SA 0.28
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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Summary

 � We maintain a Buy on Gabriel India Limited with an unchanged PT of Rs.217, owing to strong brand 
equity, market share expansions, focus on profitability and its inorganic growth strategies.

 � Management has guided for EBITDA margin expansion in FY24 and aspiring for double digit margin in 
long term.

 � Along with organic growth plans, the company is continuing to look for a suitable inorganic growth 
opportunity.

 � Stock trades at a P/E multiple of 11.5x and EV/EBITDA multiple of 6.7x its FY25E estimates.

Powered by the Sharekhan 3R Research Philosophy

+ Positive = Neutral – Negative

3R MATRIX + = -

Right Sector (RS) ü

Right Quality (RQ) ü

Right Valuation (RV) ü

What has changed in 3R MATRIX

Old New

RS 

RQ 

RV 

Shareholding (%)

Promoters 55.0

FII 2.9

DII 11.1

Others 31.0

Price performance

(%) 1m 3m 6m 12m

Absolute 15.2 11.6 5.7 57.6

Relative to 
Sensex

11.7 10.8 5.4 43.6

Sharekhan Research, Bloomberg

Price chart

Company details

Market cap: Rs. 2,485 cr

52-week high/low: Rs. 201 / 104

NSE volume:  
(No of shares)

4.6 lakh

BSE code: 505714

NSE code: GABRIEL

Free float:  
(No of shares)

6.5 cr

Valuation (Standalone) Rs cr

Particulars  FY21  FY22  FY23P  FY24E  FY25E 

Revenues   1,695  2,332  2,972  3,519  3,970 

Growth (%) - 37.6 27.4 18.4 12.8

EBIDTA  103  146  214  289  337 

OPM (%) 6.0 6.3 7.2 8.2 8.5

Net Profit   60  90  132  184  216 

Growth (%) - 48.6 47.8 38.7 17.9

EPS 4.2 6.2 9.2 12.8 15.1

P/E - 27.8 18.8 13.5 11.5

P/BV 3.6 3.2 2.9 2.4 2.1

EV/EBIDTA 23.2 16.1 10.8 8.1 6.7

ROE (%) 8.9 12.2 16.2 19.5 19.6

ROCE (%) 9.6 12.7 16.6 19.8 19.9

Source: Company; Sharekhan estimates

Broadly, Gabriel India’s (Gabriel’s) performance in Q4FY23 was in line as revenue and EBITDA missed our 
estimates by mere 1.7% and 5.3%, respectively. Adjusted PAT was 5.7% above estimates on account of higher-
than-expected other income. Revenues rose by 3.7% q-o-q to Rs 737 crore (against our estimate of Rs 750 crore) 
led by a 6.2% q-o-q growth and 3.7% q-o-q growth in the OEM segment and exports. The replacement segment 
reported a 12.3% q-o-q decline in revenue. EBITDA increased by 1.9% q-o-q to Rs 52.4 crore (against estimate 
of Rs 55 crore). Despite a 50-bps q-o-q contraction in gross margin the EBITDA margin contracted by a mere 10 
bps q-o-q to 7.1% (against estimate of 7.4%) due to a 40 bps q-o-q contraction in employee cost as percentage of 
sales. With this operating performance and higher than expected other income the adjusted PAT came to 5.7% 
above estimates. Other income increased from Rs 1.8 crore in Q3FY23 to Rs 6.5 crore in Q4FY23 and translated 
into 15.9% q-o-q growth in APAT to Rs 33.8 crore (against estimate of Rs 32 crore). The company announced a 
final dividend of Rs. 1.65/ share (along with an interim dividend of Rs 0.9/ share the total dividend for FY23 works 
out to be Rs 2.55/ share, 28% payout ratio). With its leadership position in the commercial vehicle (CV) space 
the company has been endeavoring to expand its penetration in PV space also. The rise in market share in PV 
space is reflected in the improvement in product mix, given that PV segment contributed 23% to its total revenue 
compared to 21% in FY21. Greater revenue contribution from PV segment is reducing its dependence on two-
wheeler segment. Further, Gabriel continues to enhance its penetration in EV space as it now enjoys 80% market 
share in the electric two-wheeler segment and caters to all leading players in the industry. We maintain a positive 
view on the company owing to its strong brand equity, market share expansion strategy, focus on profitability and 
its inorganic growth strategies.

Key positives

 � Employee cost as a percentage of sales contracted by 40 bps q-o-qq-o-q and cushioned the contraction in 
EBITDA margin.

 � Other income jumped sharply from Rs. 1.8 crore in Q3Fy23 to Rs 6.5 crore in Q4Fy23 and drove bottom line 
performance.

 � Gabriel’s market share in PV segment has expanded from 15% in FY20 to 23% in FY23.

Key negatives

 � Gross margins contracted by 50 bps q-o-q to 23.8% and restricted EBITDA margin expansion. 

 � EBITDA margins contracted by 10 bps q-o-q to 7.1% against the expectation of 7.4%.

 � The topline performance has been largely driven by the OEM segment as revenue from replacement segment 
came down from 13% in Q3FY23 to 11% in Q4Fy23 where the revenue from OEM segment has expanded from 83% 
in Q3FY23 to 85% in Q4FY23.

Management Commentary

 � The company is aiming for an improvement in EBITDA margin in FY24 and aspiring for a double-digit EBITDA 
margin in the medium to long term.

 � Gabriel is enhancing its technological expertise to cater to export market as it is targeting 10% of revenues to 
come from the export markets in next few years compared to 4% currently.

 � The management targets to outperform the domestic vehicle industry growth in FY24.

Our Call

Valuation - Maintain Buy with an unchanged PT of Rs. 217: In Q4FY23, Gabriel reported EBITDA close to estimates 
and higher than expected bottom line on sharp growth in other income. The management continues to look to 
outperform the domestic automobile industry led by increase in market share and new customer addition. While 
commodity price inflation has impacted its margin by around 1% in Fy23 the management is guiding for an EBITDA 
margin expansion in FY24.  After collaboration with Inalfa for manufacturing of sunroof systems in India, the 
management is optimistic on its diversification strategy and still open for any suitable inorganic growth opportunity. 
In addition to its existing product portfolio the company is entering into fork business for E-bikes and assumes a 
strong growth opportunity in E bike space in export markets. The market share expansion in PV space is helping the 
company to improve its product mix and reducing dependence on two wheeler segment. We maintain our Buy on 
Gabriel with an unchanged price target of Rs 217 owing to its strong brand equity, market share expansion strategy, 
focus on profitability and its inorganic growth strategies.

Key Risks

Pricing pressures from automotive OEM customers can impact profitability. Further the sharp revival in two wheeler 
industry is key for its topline performance.

Gabriel India Ltd
Eyeing on margin expansion 

Automobiles Sharekhan code: GABRIEL

Reco/View: Buy  CMP: Rs. 173 Price Target: Rs. 217 
á Upgrade  Maintain â Downgrade
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Results (Standalone) Rs cr

Particulars Q4FY23 Q4FY22 YoY % Q3FY23 QoQ %

Net Sales 737.0 684.3 7.7 711.0 3.7 

Total operating expenses 684.6 646.6 5.9 659.6 3.8 

EBIDTA 52.4 37.7 38.8 51.4 1.9 

Depreciation 13.0 10.7 21.5 12.7 2.3 

Interest 0.8 0.2 405.4 1.3 (35.5)

Other Income 6.5 10.8 (40.3) 1.8 250.3 

PBT 45.0 37.7 19.3 39.2 14.8 

Tax 11.2 10.8 4.2 10.1 11.4 

Reported net profit 33.8 26.9 25.4 29.1 15.9 

Adjusted net profit 33.8 26.9 25.4 29.1 15.9 

Adjusted EPS 2.4 1.9 25.4 2.0 15.9 
Source: Company, Sharekhan Research

 � PVs to contribute greatly to revenue mix: Over the period the revenue mix has been improving due to the 
increase in wallet share with the existing customers in PV segment and rise in PV volumes. The revenue 
contribution from the PV segment has been consistently rising and reached 27% in Q4Fy23 compared to 22% in 
Q4FY22. On the other hand, the revenue contribution from the two-wheeler segment has come down from 65% 
in Q4FY22 to 59% in Q4FY23. 

 � Channel-wise revenue mix in Q4FY23: OEM: 85%, Replacement: 11%, export: 4%

 � Capex: Capex incurred in Q4FY23 at Rs 36.8 crore and in FY23 at Rs 106.5 crore. The company has scheduled a 
capex of Rs 150 crore for FY24 largely on product development, capacity enhancement, technology development 
and backward integration.

 � Exports: Revenue contribution from exports has increased from 3% in Q4FY22 to 4% in Q4FY23 and the 
management is aspiring for a 10% kind of revenue contribution from exports in long term. The company has been 
consistently making efforts and enhancing its technological capabilities to reduce the technical gap required to 
play in export markets. In FY23, OEM and aftermarket constituted 69% and 31% to its export revenue.

 � Leading position in electric two-wheeler space: The company enjoys an 80% market share in domestic electric 
2&3 wheeler segment and aiming to maintain its leadership in electric two-wheeler segment through continuous 
product innovation. The management do not foresee a significant impact of the reduction in FAME subsidy on 
the electric two-wheeler industry as most of the leading players have been building up business plan which can 
run without the help of subsidy.

 � Strong market share: Gabriel has a dominant position in CV space as it enjoys almost 85% mkt share in CV 
space. Further it has been gaining market share in electric two-wheeler space due to early mover advantage 
and hence Gabriel enjoys 32% market share in overall two-wheeler space. With continuous addition of new 
programs Gabriel’s market share in PV segment has expanded from 15% in FY20 to 23% in FY23.

Outlook: 

 � Gabriel continues to aim to outperform the domestic automobile industry via increasing penetration in the two-
wheeler and PV segment. The company is aiming to maintain its high market share in the electric two-wheeler 
segment and making efforts to expand its market share in the electric PV segment. 

 � While it has entered in a collaboration with Inalfa for manufacturing of sunroof systems for the domestic OEMs, 
it has been continuously looking for a suitable inorganic growth opportunity. 

 � Gabriel’s EBITDA margin was impacted by ~1% point in FY23 due to commodity inflation the management 
assumes an improvement in its EBITDA margin in FY24 and aspiring for a double-digit EBITDA margin in medium 
to long term.

Key Ratios (Standalone)

Particulars Q4FY23 Q4FY22 YoY (bps) Q3FY23 QoQ (bps)

Gross margin (%)  23.8  22.1  180  24.4  (50)

EBIDTA margin (%)  7.1  5.5  160  7.2  (10)

Net profit margin (%)  4.6  3.9  60  4.1  50 

Effective tax rate (%)  25.0  28.6  (360)  25.7  (70)
Source: Company, Sharekhan Research
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Outlook and Valuation

n Sector view - Structural demand in place

We remain optimistic on the automobile sector driven by pent-up demand across the segment. While PV and CV 
segments are performing the two-wheeler sector is relatively laggard. We expect sequential improvement in M&HCV 
sales to continue, driven by rising e-Commerce, agriculture, infrastructure, and mining activities. We expect M&HCVs to 
outpace other automobile segments over the next few years, followed by growth in the passenger vehicles (PVs), two-
wheeler, and tractor segments. Moreover, exports provide a considerable growth potential, given India’s cost-effective 
manufacturing, being geographically closer to key markets of the Middle East and Europe, and being the second-
largest producer of crucial raw material, steel.

n Company outlook -  Beneficiary of leadership position

Gabriel is expected to be among the top beneficiaries of the rising penetration of e-2Ws/e-3Ws in India due to its strong 
brand, leadership and technological edge. The company has laid down its plans to increase its market share across 
segments by leveraging its established relationships with domestic OEMs, global OEMs, and OESs. The company has 
one of the best suspension component technologies in the 2W, 3W, and CV segments. The company has been working 
on product innovations to maintain its leadership position in the domestic market and aiming to expand in the export 
markets. The company expects faster growth in the aftermarket and export segments, which will be a key differentiator 
for the company, aiming to be among the top five global manufacturers of shock absorbers. 

n Valuation - Maintain Buy with an unchanged PT of Rs. 217

In Q4FY23, Gabriel reported EBITDA close to estimates and higher than expected bottom line on sharp growth in other 
income. The management continues to look to outperform the domestic automobile industry led by increase in market 
share and new customer addition. While commodity price inflation has impacted its margin by around 1% in Fy23 the 
management is guiding for an EBITDA margin expansion in FY24.  After collaboration with Inalfa for manufacturing of 
sunroof systems in India, the management is optimistic on its diversification strategy and still open for any suitable 
inorganic growth opportunity. In addition to its existing product portfolio the company is entering into fork business for 
E-bikes and assumes a strong growth opportunity in E bike space in export markets. The market share expansion in 
PV space is helping the company to improve its product mix and reducing dependence on two wheeler segment. We 
maintain our Buy on Gabriel with an unchanged price target of Rs 217 owing to its strong brand equity, market share 
expansion strategy, focus on profitability and its inorganic growth strategies.

Peer Comparison

Companies
CMP  
(Rs/

Share)

P/E (x) EV/EBITDA (x) ROCE (%)

FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E

Gabriel India 173 27.8 18.8 13.5 16.1 10.8 8.1 12.7 16.6 19.8

Lumax Auto Technologies 321 30.0 21.9 18.2 14.0 10.6 9.7 4.2 15.6 16.0
Source: Company; Sharekhan Research 

One-year forward P/E (x) band

Source: Sharekhan Research 
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About company

Gabriel is the flagship company of the Anand Group and is one of the leading manufacturers of suspension 
components. The company’s portfolio includes a range of ride-control products, which consist of shock 
absorbers, struts, and front forks for every automotive segment. The company’s business units include CV 
and railways, 2W and 3W, passenger cars, and aftermarket. Gabriel manufactures front forks and rear shock 
absorbers for 2W; McPherson struts and shock absorbers for passenger cars; cabin dampers, seat dampers, 
and suspension shock absorbers for CVs, and shock absorbers for railway coaches. The company’s ride-
control products for various segments are marketed across the globe. Gabriel has seven manufacturing 
facilities and four satellite facilities.

Investment theme

Gabriel has a leadership position and a strong brand recall in the manufacturing of suspension components 
in India. The company has a strong presence across segments with 32% market share in the 2W and 3W 
segments, 23% in the PV segment, and 85% market share in the CV segment. Gabriel has a stronghold in the 
aftermarket market. Moreover, the company is well positioned to benefit from the government’s push towards 
fast adoption of EVs. Gabriel has already developed products for leading electric two-wheeler players. We 
expect Gabriel to be among the top beneficiaries of the increase in penetration of e-2W and e-3W due to its 
strong brand, leadership, and technological edge. The company has well laid down its plans to increase its 
market shares across segments through leveraging its established relationships with domestic OEMs, global 
OEMs, and OESs. The company has one of the best suspension component technologies in the 2W, 3W, and 
CV segments through in-house R&D and technical collaborations). Based on the company’s well-thought and 
workable strategies and its inherent capabilities, we expect Gabriel to benefit in the medium to long term. 
Thus, we recommend a Buy rating on the stock.
 
Key Risks

Pricing pressures from automotive OEM customers can impact profitability.

Additional Data

Key management personnel

Name Designation

Ms Anjali Singh Executive Chairperson

Mr Manoj Kolhatkar Managing Director

Mr Rishi Luharuka Chief Financial Officer

Mr. Rishi Luharuka Chief Financial Officer
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Asia Investments Pvt Ltd 52.64

2 HDFC Asset Management Co Ltd 9.25

3 Anand Deep C 1.49

4 ICICI Lombard General Insuarance Co Ltd 1.38

5 Dimensional Fund Advisors LP 0.5

6 Anand Anjali 0.45

7 Singh Anjali Anand 0.45

8 Anand Kiran D 0.42

9 LIC Mutual Fund Asset Management Co Ltd 0.27

10 State Street Corp 0.06
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.



Understanding the Sharekhan 3R Matrix

Right Sector

Positive Strong industry fundamentals (favorable demand-supply scenario, consistent 

industry growth), increasing investments, higher entry barrier, and favorable 

government policies  

Neutral Stagnancy in the industry growth due to macro factors and lower incremental 

investments by Government/private companies

Negative Unable to recover from low in the stable economic environment, adverse 

government policies affecting the business fundamentals and global challenges 

(currency headwinds and unfavorable policies implemented by global industrial 

institutions) and any significant increase in commodity prices affecting profitability.

Right Quality

Positive Sector leader, Strong management bandwidth, Strong financial track-record, 

Healthy Balance sheet/cash flows, differentiated product/service portfolio and 

Good corporate governance.

Neutral Macro slowdown affecting near term growth profile, Untoward events such as 

natural calamities resulting in near term uncertainty, Company specific events 

such as factory shutdown, lack of positive triggers/events in near term, raw 

material price movement turning unfavourable

Negative Weakening growth trend led by led by external/internal factors, reshuffling of 

key management personal, questionable corporate governance, high commodity 

prices/weak realisation environment resulting in margin pressure and detoriating 

balance sheet

Right Valuation

Positive Strong earnings growth expectation and improving return ratios but valuations 

are trading at discount to industry leaders/historical average multiples, Expansion 

in valuation multiple due to expected outperformance amongst its peers and 

Industry up-cycle with conducive business environment.

Neutral Trading at par to historical valuations and having limited scope of expansion in 

valuation multiples.

Negative Trading at premium valuations but earnings outlook are weak; Emergence of 

roadblocks such as corporate governance issue, adverse government policies 

and bleak global macro environment etc warranting for lower than historical 

valuation multiple.
Source: Sharekhan Research 



Sharekhan Research Coverage/Universe
Automobiles

Alicon Castalloy Limited

Apollo Tyres

Ashok Leyland 

Amara Raja Batteries Limited

Bajaj Auto

Balkrishna Industries

Bosch Limited

Eicher Motors Ltd

Exide Industries Limited

Gabriel India Limited

GNA Axles Limited

Greaves Cotton

Hero MotoCorp

Lumax Auto Technologies Limited

M&M

Maruti Suzuki 

Ramkrishna Forgings Limited

Schaeffler India Limited

Sundram Fasteners

Suprajit Engineering Limited

Tata Motors Limited

TVS Motor

Banks & Finance

AU Small Finance Bank

Axis Bank

Bajaj Finance 

Bajaj Finserv

Bank of Baroda

Bank of India

Capital First

Cholamandalam Investment and Finance Company

City Union Bank

Federal Bank

Housing Development Finance Corporation

HDFC Bank

HDFC Life Insurance

ICICI Bank

ICICI Lombard General Insurance

ICICI Prudential Life Insurance Company Ltd

IndusInd Bank

Kotak Mahindra Bank

LIC Housing Finance

L&T Finance Holding

Max Financial Services

Mahindra & Mahindra Financial Services

Nippon Life India Asset Management Limited

Punjab National Bank

SBI

Union Bank of India

Consumer goods

Asian Paints Limited

Britannia

Colgate Palmolive (India)

Dabur India Limited

Emami 

GSK Consumers

Godrej Consumer Products 

Hindustan Unilever Limited

Indigo Paints Ltd

ITC

Jyothy Laboratories Limited

Marico

Nestle India Limited

Radico Khaitan Ltd

Tata Consumer Products Ltd

Zydus Wellness

IT / IT services

Birlasoft Limited

Coforge Ltd

HCL Technologies

Infosys

Intellect Design Arena Limited

Larsen & Toubro Infotech

L&T Technology Services

Mastek Limited

Persistent Systems

Tata Consultancy Services

Tata Elxsi Limited

Tech Mahindra 

Wipro

Capital goods / Power

Amber Enterprises Limited

Blue Star Limited

Carborundum Universal Limited

CESC

Cummins India

Dixon Technologies Limited

Finolex Cables

Honeywell Automation India Limited

Kalpataru Power Transmission

Polycab India Limited

Power Grid Corporation of India Limited 

NTPC Limited

KEC International

KEI Industries

Tata Power Company Ltd

Thermax

Triveni Turbine

V-Guard Industries

Va Tech Wabag Ltd.

Infrastructure / Real estate

JMC Projects (India) Limited

Larsen & Toubro

Mahindra Lifespace Developers Limited

KNR Constructions Limited

PNC Infratech Limited

Oil & gas

Bharat Petroleum Corporation Limited

Castrol India Limited

GAIL (India) Limited

Gujarat Gas Ltd.

Gujarat State Petronet Limited

Hindustan Petroleum Corporation Limited

Indraprastha Gas Limited

Indian Oil Corporation Ltd

Mahanagar Gas

Oil India

Oil and Natural Gas Corporation Ltd

Petronet LNG 

Reliance Industries 

Pharmaceuticals

Abbott India Limited

Aurobindo Pharma

Biocon

Cipla

Divi’s Labs

Dr Reddy’s Laboratories Limited

Granules India Limited

Ipca Laboratories Limited

Laurus Labs Limited

Lupin

Sanofi India

Strides Pharma Sciences

Sun Pharmaceutical Industries

Torrent Pharmaceuticals

Zydus Lifesciences Ltd

Building materials

Astral Poly Technik Limited

APL Apollo Tubes Limited

Dalmia Bharat Limited

Grasim Industries

Greenlam Industries Limited

JK Lakshmi Cement Limited

Kajaria Ceramics Limited

Pidilite Industries Limited

The Ramco Cements 

Shree Cement

UltraTech Cement

Discretionary consumption

Aditya Birla Fashion and Retail Limited

Arvind Ltd.

Bata India Limited

Century Plyboards (India)

Devyani International Ltd

Inox Leisure 

Indian Hotels Company Limited

Info Edge (India)

Jubilant FoodWorks Limited

KPR Mill Ltd

PVR Ltd

Relaxo Footwear 

Restaurant Brands Asia

Titan Company

Trent Limited

Welspun India Limited

Wonderla Holidays

Zee Entertainment Enterprises Limited

Diversified / Miscellaneous

Aarti Industries Limited

Affle (India) Limited

Atul Limited

Bajaj Holdings & Investment

Bharti Airtel

Bharat Electronics

Coromandel International Limited

Coal India Limited

Dhampur Bio Organics Ltd

Dhampur Sugar Mills Ltd

Gateway Distriparks

Insecticides (India) Limited

JSW Steel Limited

Mahindra Logistics Limited

MOIL Limited

NMDC Limited

NOCIL Ltd

PI Industries

Polyplex Corporation Limited

Ratnamani Metals and Tubes

Steel Authority of India Ltd

SRF Limited

TCI Express Limited

Transport Corporation of India Limited

Triveni Engineering & Industries Limited

Sudarshan Chemical Industries

Sumitomo Chemical India Limited

Supreme Industries 

UPL

Vinati Organics Limited
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