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Margins to remain under pressure in the near term 
Camso integration roadmap disclosed 
 

We met with the CEAT management at the annual RPG Conference on 26th 

May’26. The company outlined a roadmap for Camso integration, highlighting key 

growth drivers and the potential for the business to achieve 20-25% EBITDA 

margin over the coming years. In India, while demand across segments remains 

healthy currently, it is likely to moderate in the near term following sharp price 

hikes expected to offset rising input costs. Further, replacement demand for TBR 

is expected to grow in single digits, PCR at 3-5%, and scooters in high single digits 

in FY27. Raw material prices are expected to witness a sharp 15-20% QoQ 

increase in 1Q. While CEAT has already taken a 5% price hike, under-recovery 

remains at 5%, which is expected to keep near-term margins under pressure. We 

expect CEAT to clock a CAGR of ~11%/12%/13% in revenue/EBITDA/PAT over 

FY26-28. Overall, long-term integration benefits disclosed from Camso are likely 

to offset near-term concerns on margin pressure. We reiterate our BUY rating on 

the stock with a TP of INR4,228 (based on ~18x FY28E EPS).   
 

Following are the key takeaways from our interaction: 
 

Camso to be a USD1b opportunity post brand migration in 1HFY28 

 Camso represents an overall ~USD1b business, currently split between CEAT 

and Michelin. CEAT has acquired the ~USD150m compact construction tracks 

business through its Sri Lanka operations, which will continue to operate 

under the Camso brand, while Michelin will retain the remaining ~USD850m 

business under the Michelin brand. The transaction effectively opens up 

~USD850m addressable market opportunity for CEAT, where it will directly 

compete with Michelin. 

 The first phase of the acquisition has been completed, with integration 

activities currently underway. The next phase, extending through 2HFY27, 

will focus on complete value chain integration (mixer calendar installation will 

result in a 100% manufacturing control). The Camso brand’s transition to 

CEAT is expected to be completed by 1HFY28, followed by the scale-up of 

operations in 2HFY28. Management plans to double capacity by FY28, with 

margin accretion from the OHT business expected from FY28-FY29 onwards. 

Management has guided that, once operations at Camso stabilize post 2028, 

margins are expected to be in the 20-25% range. 

 Beyond the immediate market opportunity from Michelin, management 

highlighted multiple incremental growth avenues from FY28 onwards to 

achieve the USD1b target, including:  

 Scaling the OTR business (which currently stands at ~USD250-260m in 

revenue) to USD500m,   

 ~USD100m opportunity in agricultural tracks,  

 ~USD50–100m opportunity across solids, material handling, and export 

segments, and 

 USD150m opportunity from the Camso radial portfolio. 

CMP: INR3,298   TP: INR4,228 (+28%) Buy 
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Stock Info 

Bloomberg CEAT IN 

Equity Shares (m) 40 

M.Cap.(INRb)/(USDb) 133.4 / 1.4 

52-Week Range (INR) 4438 / 3001 

1, 6, 12 Rel. Per (%) -5/-6/-7 

12M Avg Val (INR M) 725 

Free float (%) 52.7 
 

Financial Snapshot (INR b) 

Y/E MARCH FY26 FY27E FY28E 

Sales 156.8 172.8 193.6 

EBITDA 20.5 20.4 25.6 

Adj. PAT 7.5 6.1 9.5 

EPS (INR) 185.1 151.9 234.9 

EPS Gr. (%) 51.5 -17.9 54.7 

BV/Sh. (INR) 1,247 1,367 1,547 

Ratios       

RoE (%) 15.9 11.6 16.1 

RoCE (%) 13.3 10.6 13.7 

Payout (%) 20.3 21.1 23.4 

Valuations       

P/E (x) 17.8 21.7 14.0 

P/BV (x) 2.6 2.4 2.1 

EV/EBITDA (x) 8.1 8.0 6.3 

Div. Yield (%) 1.1 1.0 1.7 
 

Shareholding Pattern (%) 

As On Mar-26 Dec-25 Mar-25 

Promoter 47.3 47.2 47.2 

DII 20.9 20.5 21.5 

FII 16.8 17.2 15.3 

Others 15.0 15.1 16.0 

FII includes depository receipts 
 

Stock Performance (1-year) 
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 Management indicated that Michelin currently has no meaningful presence in 

the agricultural tracks business, positioning Camso favorably to capitalize on this 

opportunity and gain market share. This aligns with management’s vision of 

regaining market share to ~40% over the next 4-5 years in the compact 

construction tracks segment. Camso’s market share has declined to ~20% from 

earlier levels of ~45%. 

 Camso will remain a predominantly international business, with a strategic focus 

on the US and Europe markets, and selective exposure to Latin America. 

Domestic market participation is expected to remain limited.  

 Camso generated revenue of ~USD125m in CY25. However, under the Michelin 

ownership, aggressive price increases that were not matched by competitors led 

to volume declines. Additionally, Michelin had curtailed new OEM programs due 

to its intention to divest the business, resulting in a lower share of business. 

Management believes revenues from Camso’s Sri Lanka operations alone could 

scale up to ~USD275-300m if utilization levels increase to ~95-100%. 

 The company is currently engaging with two OEMs for agricultural radial tyres, 

although no order wins have been secured so far. 

 Management clarified that it does not intend to pursue a dual-brand strategy, 

wherein CEAT would fill the gaps vacated by Camso. Instead, the company plans 

to carefully evaluate cross-selling opportunities while avoiding any potential 

brand dilution. 

 Camso's operations saw some temporary production disruptions in 4QFY26 due 

to fuel shortages in Sri Lanka. 

 On US tariffs, management highlighted that tyres are subject to a 10% tariff, 

metals to 25%, and tracks to 50%. The benefit of lower tariffs translating into 

higher demand is not yet visible, as the company is not directly handling 

customers at this stage. Complete customer transition from Michelin is 

expected to conclude by Oct’26. 

 

Commodity headwinds to result in margin pressure in the near term 

 Key input costs have risen sharply recently: Crude price has increased from 

around USD65 at the start of the quarter to nearly USD100 by early March; 

international natural rubber increased from around USD1,700/ton in 3Q to 

USD1,800/ton in 4Q and is currently at USD2,050–2,100/ton. Further, domestic 

natural rubber prices increased from around INR190/kg at the beginning of 4Q 

to nearly INR245/kg currently. The company is also likely to be impacted by INR 

depreciation. 

 Raw material prices remained stable QoQ in 4Q but are expected to increase by 

around 15-20% QoQ in 1Q. Management indicated that a 10% price increase in 

the replacement market would be required to pass on this impact. So far, the 

company has implemented a 5% price hike by the end of April and may require 

an additional 5% increase. However, subsequent price hikes would depend on 

competitive dynamics. 

 The company has already implemented a low single-digit price hike in the OE 

segment, while a further hike due to indexation is scheduled to take effect from 

July’26. Overall, management expects cumulative price increases of ~10-12%, 

which could weigh on demand during 2QFY27. However, raw material inflation 

is expected to normalize by 2Q. 
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 Industry-wide price increases appear to be underway, with most players having 

implemented hikes during March and April, although some may have delayed 

the rollout in select segments. Despite competitors undertaking price hikes, the 

company did not observe any significant change in market share dynamics. 

 The benefit of low-cost inventory supported margins in 4Q, while the impact of 

rising input costs is expected to be reflected in 1QFY27. Management expects 

margins in 1QFY27 and 2QFY27 to remain under pressure. The company has 

deferred certain costs into subsequent quarters to provide near-term relief and 

has also initiated a zero-based costing exercise to improve operational 

efficiencies and lower costs. 

 International business continues to remain a key strategic focus, with 

management targeting one-third of consolidated turnover from overseas 

markets versus ~19% currently. The company is implementing price hikes in 

stages, cumulatively amounting to around 10%. However, as orders have 

already been booked for the next 30 days at lower prices, the full benefit of 

these hikes is expected to flow through with a lag of around 30-45 days. The US 

has levied a 44% tariff on imports from Sri Lanka. However, negotiations are 

ongoing, and CEAT does not expect a 44% tariff. 

 

Domestic demand likely to moderate in the near term due to price hikes  

 The current demand continues to be healthy, largely across all segments. 

However, given the sharp input cost inflation that is likely to be passed on soon 

and given the ongoing West Asia conflict, demand is likely to moderate in the 

coming months, especially for the CV segment. 

 Replacement demand for TBR in FY27 is expected to grow in the single digit, 

driven by economic activity, positive seasonality, and an aging fleet. The pace of 

growth is expected to moderate due to the expected price hikes, but the 

management is confident that it will not decline. PCR growth is expected to 

increase from the usual 1-2% to 3-5%. Even the scooters segment is expected to 

witness high single-digit growth in FY27. 

 In the OE segment, the MHCV segment continues to experience strong double-

digit growth, and PV is expected to witness healthy single-digit growth coming 

largely from the SUV and MPV segments. LCV growth is also expected to remain 

strong. 

 In the international business, the company expects demand recovery in multiple 

segments, especially in the MHCV in the US and the EU. PV demand in the EU is 

also recovering for CEAT. The Middle East accounts for 15% of CEAT’s exports 

and is impacted due to the ongoing tensions. Exports to the Middle East 

completely dried up in 4QFY26. 

 

Updates on capacity expansion 

 Total capex for FY26 was INR10.8b, and the company plans to spend INR2–2.5b 

in mandatory capex in Q1FY27, with a total capex requirement of INR13–14b for 

FY27 in the India business. Further, the company would look to spend USD30m 

in Camso for upstream capacity, 75% of which would be incurred in FY27. 

 Gross debt increased QoQ by INR800m to INR30b. The company would look to 

maintain these debt levels in 1Q on account of margin pressure, while it might 
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increase in later quarters in order to fund the growth capex outlined for FY27 

once the RM environment normalizes.  

 Return ratios are expected to improve over the coming years, supported by 

faster utilization ramp-up of recent capex investments. Current utilization levels 

across manufacturing locations are averaging ~90%, with management 

remaining confident on ROCE expansion. 

 

Valuation and view 
 Focus on improving brand equity helps drive market share gains: CEAT has 

placed a strong emphasis on effective marketing and branding (~2.0-2.5% of 

sales) for its products. To position its products competitively, it has developed 

creative advertising campaigns based on research and consumer insights and 

has invested in innovative marketing programs. Since the 2W and Passenger Car 

segments are consumer-facing, factors such as brand loyalty, visibility, and recall 

play a significant role in creating replacement demand and improving market 

share. This has helped the company establish a strong brand across segments. 

For instance, it is now the market leader in the 2W segment with ~31% share. In 

PVs, it is now the third-largest player with ~17% share. Further, with a gradual 

ramp-up in the TBR segment, it is now hitting ~10% market share in this 

segment. 

 GST 2.0 has been a boon for the industry: Auto demand has seen a marked 

revival across segments post GST 2.0. For the tyre industry, this has led to a 

pickup in both replacement and OE demand, as well as across all key segments.  

 Sharp rise in input costs to drive near-term margin pressure: The cost of key 

raw materials, including crude and rubber, has spiked in recent months, with the 

raw material basket expected to rise almost 15-20% on a QoQ basis in 1QFY27. 

While CEAT has taken a 5% price hike in recent months, it intends to take a 

similar hike in the next couple of months to pass on the entire impact. This 

sharp surge in input costs is likely to hurt margins in the near term. Overall, we 

expect CEAT to clock a revenue/EBITDA/PAT CAGR of ~11%/12%/13% over 

FY26-28, with growth expected to be largely back-ended. 

 Valuation and view: The GST rate cut has supported growth in the tyre demand, 

both in replacement and OEM segments. However, the recent surge in input 

costs is likely to exert near-term margin pressure, as the industry may require a 

couple of quarters to pass on the entire impact. Further, while the recent Camso 

acquisition is expected to take time to normalize, we remain positive on the 

long-term benefits that this acquisition can deliver for the group. Hence, we 

reiterate our BUY rating on the stock with a TP of INR4,228 (based on ~18x 

FY28E EPS).   
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Exhibit 1: Revenue and growth trends Exhibit 2: EBITDA and EBITDA margin trends 

Exhibit 3: PAT and PAT growth trends Exhibit 4: Trend in return profile 
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Financials and valuation  
 

Consolidated - Income Statement               (INR m) 
Y/E March FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E 

Net Revenues from Ops 76,096 93,634 1,13,149 1,19,435 1,32,179 1,56,780 1,72,801 1,93,633 

    Change (%) 12.3 23.0 20.8 5.6 10.7 18.6 10.2 12.1 

EBITDA 9,830 7,098 9,738 16,522 14,741 20,472 20,390 25,560 

    Change (%) 35.8 -27.8 37.2 69.7 -10.8 38.9 -0.4 25.4 

    EBITDA Margin (%) 12.9 7.6 8.6 13.8 11.2 13.1 11.8 13.2 

Depreciation 3,396 4,352 4,693 5,088 5,627 6,974 8,252 9,112 

EBIT 6,433 2,746 5,045 11,434 9,115 13,498 12,138 16,448 

    EBIT Margin (%) 8.5 2.9 4.5 9.6 6.9 8.6 7.0 8.5 

Int. and Finance Charges 1,755 2,070 2,421 2,691 2,778 3,586 4,059 3,734 

Other Income 138 114 169 197 176 404 200 220 

PBT after EO Exp. 4,476 661 2,459 8,359 6,216 9,603 8,279 12,934 

Total Tax 516 243 718 2,214 1,720 2,789 2,318 3,621 

    Tax Rate (%) 11.5 36.7 29.2 26.5 27.7 29.0 28.0 28.0 

Minority Int./Share JV PAT -361 -294 -120 -282 -231 -166 -182 -190 

Reported PAT 4,320 712 1,862 6,426 4,726 6,981 6,144 9,502 

Adjusted PAT 4,622 794 2,098 6,854 4,941 7,486 6,144 9,502 

    Change (%) 100.2 -82.8 164.4 226.6 -27.9 51.5 -17.9 54.7 

    Margin (%) 6.1 0.8 1.9 5.7 3.7 4.8 3.6 4.9 

          
Consolidated - Balance Sheet        (INR m) 
Y/E March FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E 

Equity Share Capital 405 405 405 405 405 405 405 405 

Total Reserves 32,758 32,324 33,992 40,022 43,281 50,056 54,905 62,182 

Net Worth 33,163 32,728 34,396 40,426 43,685 50,460 55,309 62,587 

Minority Interest 232 235 174 97 77 80 80 80 

Total Loans 14,176 20,968 20,927 16,289 21,364 32,721 29,721 27,721 

Deferred Tax Liabilities 2,800 3,177 3,886 4,245 5,201 6,509 6,509 6,509 

Capital Employed 50,371 57,108 59,383 61,057 70,327 89,770 91,619 96,897 

Gross Block 58,732 67,748 78,860 84,490 95,942 1,17,386 1,32,686 1,47,686 

Less: Accum. Deprn. 11,097 14,456 17,899 22,010 26,330 33,304 41,556 50,668 

Net Fixed Assets 47,634 53,292 60,961 62,480 69,612 84,082 91,129 97,017 

Goodwill on Consolidation 0 0 0 231 231 304 304 304 

Capital WIP 7,929 8,759 5,961 6,835 5,375 6,384 6,384 6,384 

Total Investments 2,171 1,917 1,808 1,860 1,951 2,256 2,856 2,856 

Curr. Assets, Loans&Adv. 23,017 27,050 27,407 28,274 34,954 45,998 45,448 50,777 

Inventory 11,299 13,096 11,378 11,505 14,115 17,834 18,790 20,721 

Account Receivables 9,216 11,543 13,070 12,832 16,533 18,389 20,831 23,342 

Cash and Bank Balance 361 238 606 552 479 395 643 904 

Loans and Advances 2,141 2,174 2,353 3,386 3,826 9,380 5,184 5,809 

Curr. Liability & Prov. 30,380 33,910 36,754 38,623 41,797 49,252 54,501 60,440 

Account Payables 18,395 21,576 22,683 23,321 27,402 34,478 35,493 39,140 

Other Current Liabilities 10,444 10,654 12,154 13,462 12,083 11,906 15,552 17,427 

Provisions 1,541 1,680 1,917 1,840 2,312 2,868 3,456 3,873 

Net Current Assets -7,363 -6,859 -9,347 -10,349 -6,843 -3,254 -9,053 -9,664 

Appl. of Funds 50,371 57,108 59,383 61,057 70,327 89,770 91,619 96,897 
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Financials and valuation  
 

Ratios                 

Y/E March FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E 

Basic (INR)         
EPS 114.3 19.6 51.9 169.4 122.1 185.1 151.9 234.9 

Cash EPS 198.2 127.2 167.9 295.2 261.2 357.5 355.9 460.2 

BV/Share 819.8 809.1 850.3 999.4 1,080.0 1,247.5 1,367.3 1,547.3 

DPS 18.0 3.0 12.0 30.0 30.0 35.0 32.0 55.0 

Payout (%) 16.9 17.0 26.1 18.9 25.7 20.3 21.1 23.4 

Valuation (x)           

P/E 28.9 168.2 63.6 19.5 27.0 17.8 21.7 14.0 

Cash P/E 16.6 25.9 19.7 11.2 12.6 9.2 9.3 7.2 

P/BV 4.0 4.1 3.9 3.3 3.1 2.6 2.4 2.1 

EV/Sales 1.9 1.6 1.4 1.2 1.2 1.1 0.9 0.8 

EV/EBITDA 15.0 21.7 15.8 9.0 10.5 8.1 8.0 6.3 

Dividend Yield (%) 0.5 0.1 0.4 0.9 0.9 1.1 1.0 1.7 

Return Ratios (%)           

RoE 14.9 2.4 6.3 18.3 11.7 15.9 11.6 16.1 

RoCE (post-tax) 12.2 3.6 6.8 15.3 11.0 13.3 10.6 13.7 

RoIC 14.6 4.0 7.4 16.3 11.5 13.4 10.8 14.1 

Working Capital Ratios           

Fixed Asset Turnover (x) 1.3 1.4 1.4 1.4 1.4 1.3 1.3 1.3 

Asset Turnover (x) 1.5 1.6 1.9 2.0 1.9 1.7 1.9 2.0 

Inventory (Days) 54 51 37 35 39 42 40 39 

Debtor (Days) 44 45 42 39 46 43 44 44 

Creditor (Days) 88 84 73 71 76 80 75 74 

Leverage Ratio (x)           

Current Ratio 0.8 0.8 0.7 0.7 0.8 0.9 0.8 0.8 

Interest Cover Ratio 3.7 1.3 2.1 4.2 3.3 3.8 3.0 4.4 

Net Debt/Equity 0.4 0.6 0.6 0.4 0.5 0.6 0.5 0.4 

          
Consolidated - Cash Flow 
Statement        (INR m) 
Y/E March FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E 

OP/(Loss) before Tax 4,476 661 2,459 8,359 6,216 9,603 8,279 12,934 

Depreciation 3,396 4,352 4,693 5,088 5,627 6,974 8,252 9,112 

Interest & Finance Charges 1,755 2,070 2,421 2,691 2,778 3,586 3,859 3,514 

Direct Taxes Paid -512 -200 377 -1,630 -908 -1,802 -2,318 -3,621 

(Inc)/Dec in WC 4,516 -736 2,211 2,674 -2,909 -612 6,046 872 

CF from Operations 13,631 6,147 12,161 17,183 10,804 17,750 24,118 22,810 

Others -54 42 -106 10 116 106 0 0 

CF from Operating incl EO 13,577 6,189 12,055 17,193 10,920 17,856 24,118 22,810 

(Inc)/Dec in FA -6,395 -9,558 -8,779 -8,668 -9,426 -22,668 -15,300 -15,000 

Free Cash Flow 7,182 -3,369 3,276 8,525 1,494 -4,813 8,818 7,810 

(Pur)/Sale of Investments -27 -89 -11 -47 -3 -300 -600 0 

Others 241 203 299 178 204 262 200 220 

CF from Investments -6,181 -9,444 -8,491 -8,537 -9,224 -22,706 -15,700 -14,780 

Inc/(Dec) in Debt -5,677 5,821 -41 -4,638 -506 10,825 -3,000 -2,000 

Interest Paid -1,628 -1,944 -2,093 -2,669 -2,446 -3,111 -4,059 -3,734 

Dividend Paid -4 -746 -126 -485 -1,214 -1,214 -1,294 -2,225 

Others 0 0 -936 -918 2,398 -1,733 182 190 

CF from Fin. Activity -7,309 3,132 -3,195 -8,710 -1,767 4,766 -8,171 -7,769 

Inc/Dec of Cash 87 -123 368 -55 -72 -84 248 261 

Opening Balance 274 361 238 606 552 479 395 643 

Closing Balance 361 238 606 552 479 395 643 904 

 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 
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Explanation of Investment Rating 

Investment Rating Expected return (over 12-month) 

BUY >=15% 

SELL < - 10% 

NEUTRAL < - 10 % to 15% 

UNDER REVIEW Rating may undergo a change 

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation 

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall be within following 30 days take 
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