India Equity Research| Automobiles Q2FY25 Result Update

BUY

Gabriel India Ltd.

Gabriel India reported an inline performance during the quarter. Revenue during quarter
stood at Rs.10.27bn grew by 18.8% YoY/+8.5% QoQ (vs CEBPL est. of Rs.9.94bn) led by
strong growth in 2&3W segment which was offset by de-growth in PV and CV segment.
Gross margin expanded to 26.0% by 124bps YoY /+ 18bps QoQ. EBIDTA during the quarter
increased by 33.7% YoY to Rs.987mn and margin for the quarter jumped by 107bps
YoY/3bps QoQ to 9.61%. PAT increased by 35.5% YoY to Rs.629mn. Company started
sunroof production in Q4FY24 with current run rate of 12000 units/month and expected to
reach peak capacity by FY26. Supply to KIA will start in January 2025, with the first line
dedicated to Hyundai started from Jan-24.

= 2W Segment and Export to drive growth: Going forward the 2W segment to be the
major growth driver for the company with the PV and CV segments to remain muted. The
2W segment contributed to 65% of the revenue during the quarter with the market share
of the company at 30%. The exports during the quarter were better compared to Q1 led
by growth LATM and Europe region. Company expects export for Q3 to be better than Q2
led by better export volumes from Bajaj.

= Diversification into Sunroof to reduce single product dependency: GIL has a leadership
position in the suspension systems, supplying and catering to all segments such as 2W,
3W, PV, CV, and railways and is also having support from parent Anand Group. In order to
foray into a new edge product which is agnostic to power terrain technology and healthy
growth prospectus, GIL has forayed into Sunroof system. Demand for sunroofs remains
robust. The price difference between panoramic and normal sunroofs is almost double
and current import content is 50%. The company has technical collaboration and alliance
with Inalfa Roof Systems for manufacturing sunroofs in the domestic automotive market.
The company is clocking a production of 12000 units/month currently supplying sunroof
for the Creta and Alcazar models.

Outlook & Valuation: We have positive view on the stock supported by: 1) the key
beneficiary of increasing demand from SUV category; 2) foray into high growth and power
terrain technology agnostic product like sunroof system (content per vehicle is 5-6x of shock
absorber); 3) scaling up the technological capabilities; 4) steady revenue visibility in the
aftermarket (export leading the show); and 5) winning new orders from E-2W OEM and
expanding capacity. We rate the GIL with BUY rating with a TP of Rs.529, based on 23x on
Sep-FY27E EPS.

Quarterly performance
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Oct 24, 2024
CMP (Rs) 433
Target Price (Rs) 529
Potential Upside (%) 223

Company Info

Particulars Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%)
Net Sales (incl OOI) 10,271 8,644 18.8 9,466 8.5
Material Exp 7,603 6,507 16.9 7,024 8.2
Gross Profit 2,668 2,138 24.8 2,441 9.3
Employee Exp 644 542 18.9 602 7.0
Other Exp 1,036 858 20.8 932 11.2
EBITDA 987 738 33.7 907 8.8
Depreciation 194 141 37.0 188 3.2
EBIT 793 597 329 720 10.2
Other Income 48 46 5.1 63 (23.5)
Interest Cost 20 21 (6.9) 22 (11.9)
PBT 822 622 32.2 760 8.1
EO Items (Adj For Tax) - - -

Tax 193 157 22.7 184 4.5
RPAT 629 464 35.5 576 9.2
APAT 629 464 35.5 576 9.2
Adj EPS (Rs) 4.4 3.2 35.5 4.0 9.2
Margin Analysis Q2FY25 Q2FY24 YoY (bps) Q1FY25 QoQ (bps)
Gross Margin (%) 26.0 24.7 124 25.8 18
Employee Exp. % of Sales 6.3 6.3 1 6.4 (9)
Other Op. Exp % of Sales 10.1 9.9 16 9.8 25
EBITDA Margin (%) 9.61 8.5 107 9.6 3
Tax Rate (%) 23.4 25.3 (183) 243 (81)

APAT Margin (%) 6.1 5.4 75 6.1 4

BB Code GABR IN EQUITY
ISIN INE524A01029
Face Value (Rs.) 1.0
52 Week High (Rs.) 559
52 Week Low (Rs.) 272
Mkt Cap (Rs bn.) 62.1
Mkt Cap (S bn.) 0.74
Shares o/s (Mn.)/F. Float (%) 143.6/44.0
TTM EPS (Rs) 14.7
FY27E EPS (Rs) 25.5
Shareholding Pattern (%)
Sep-24 Jun-24  Mar-24
Promoters 55.00 55.00 55.00
Fll's 5.50 4.92 4.43
DIl’s 12.88 12.12 12.00
Public 26.62 27.96 28.57
Relative Performance (%)
YTD 3Y 2Y 1y
BSE Auto 117.2 89.4 50.1
GABR 184.8 184.7 33.6
Year end March (INR bn)
Particular FY25E FY26E  FY27E|
Revenue 40.3 46.4 53.5
Gross Profit 10.4 12.1 14.1
EBITDA 3.8 4.6 5.6
EBITDA (%) 9.5 9.9 10.5
EPS (INR) 16.9 20.6 25.5
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CEBPL Estimates vs Actual

Particulars (Rs.mn) CEBPL Est. Deviation (%)
Revenue 10,271 9,941 3.3
EBIDTA 987 974 1.3
EBIDTA Margin (%) 9.61 9.80 (19)bps
PAT 629 624 0.8

Source: Company, CEBPL

Changes in Estimates

Income Statement FY25E FY26E

MMMMMM

Net sales 40,263 42,012 46,426 46,723 @ 53528
EBITDA 3,825 4,159 (8] 4596 4,859 ) 5,620
EBITDA Margin(%) 9.5 9.9  (40)bps 9.9 10.4 (50)bps 10.5
APAT 2,434 2,781 (12) 2,953 3,282  (10) 3,656

Source: Company, CEBPL

Management Call - Highlights

= Revenue growth driven by the 2W & E-2W segments.

= PV and CV segments de-grew YoY basis, whereas 2W segment has shown good
performance.

= The strategy of the company going forward is to focus more on the exports, margin
improvement and cost reduction.

= In PV market share is around 24% and in CV market share is 88%.
= For 2W & 3W market share is 30% and in E-2W market share is around 87%.

= The exports were better compared to Q1 led by LATM and Europe. Company expects Q3
to be better than Q2 led by better export volumes from Bajaj.

= Sunroof vertical reported a revenue of Rs.103cr with the margin of 16.7%.

= |nalfa Gabriel Sunroof Systems to continue to remain subsidiary of the company with
royalty payment of 5%.

= Sunroof current production rate is 10-12K units per month with second line expected to
be set up by end of FY25 and be completely utilised by end of 2026.

= Currently supplying sunroof for the Creta and Alcazar models and one model from KIA to
be started soon. Also won new small volume order for export.

= The company expects revenue from sunroof business to be around 400cr for FY25 and to
reach 800-100cr in the next 5 years.

= The company has declared an interim dividend of Rs. 1.75 per share.
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Revenue increased by 18.8% YoY

Choice

EBITDA margin improved 107bps YoY
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PAT (Rs. Mn) and YoY growth (%) trend
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Segment wise market share (%)

Export Sales (Rs. Mn.)
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Income statement (Consolidated in INR Mn.)

Particular FY23 FY24 FY25E FY26E FY27E
Revenue 29,717 34,026 40,263 46,426 53,528
Gross profit 7,029 8,509 10,388 12,071 14,078
EBITDA 2,137 2,926 3,825 4,596 5,620
Depreciation 486 599 688 785 889
EBIT 1,651 2,327 3,137 3,811 4,732
Interest Expense 46 82 82 82 82
Other Income 174 194 214 235 258

Extraordinary item - - - - -

Share of profit from JV / Associate - - - -

Reported PAT 1,324 1,787 2,434 2,953 3,656
Adjusted PAT 1,324 1,787 2,434 2,953 3,656
EPS (Rs) 9.2 12.4 16.9 20.6 25.5
NOPAT 1,228 1,706 2,337 2,839 3,525

Balance sheet (Consolidated in INR Mn.)

Particular FY23 FY24 FY25E FY26E

Net worth 8,703 10,022 12,025 14,475 17,557

Minority Interest - = = - i

Deferred tax 159 133 147 161 177
Total debt 112 750 750 750 750
Other liabilities & provisions 131 138 138 138 138
Total Net Worth & liabilities 9,105 11,042 13,059 15,524 18,622
Net Fixed Assets 4,048 4,924 5,435 5,950 6,462
Capital Work in progress 351 563 563 563 563
Investments 859 1,090 1,077 1,091 1,110
Cash & bank balance 1,075 765 768 1,765 3,018
Loans & Advances & other assets 383 834 872 1,005 1,158
Net Current Assets 3,464 3,632 5,111 6,914 9,328
Total Assets 9,105 11,042 13,059 15,524 18,622
Capital Employed 8,814 10,771 12,775 15,225 18,307
Invested Capital 7,740 10,007 12,007 13,460 15,289
Net Debt (963) (15) (18) (1,015) (2,268)
FCFF 403 78 528 1,714 2,064

Source: Company, CEBPL
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Cash Flows (INR Mn.) FY23 FY24 FY25E FY26E FY27E|
CFO 1,364 1,766 1,728 3,014 3,464
Capex (961) (1,688) (1,200) (1,300) (1,400)
FCFF 403 78 528 1,714 2,064
CFI (1,038) (1,286) (1,187) (1,314) (1,419)
CFF (337) (279) (513) (585) (657)

Source: Company, CEBPL

Ratio Analysis FY23 FY24 FY25E FY26E
Growth Ratios (%)

Revenue 27.4 14.5 18.3 153 15.3
EBITDA 46.4 36.9 30.7 20.2 22.3
PAT 47.9 35.1 36.2 21.3 23.8

Margin ratios (%)
EBITDA Margins 7.2 8.6 9.5 9.9 10.5
PAT Margins 4.5 53 6.0 6.4 6.8

Performance Ratios (%)

OCF/EBITDA (X) 0.6 0.6 0.5 0.7 0.6
OCF/IC 17.6 17.6 14.4 22.4 22.7
RoE 15.2 17.8 20.2 204 20.8
ROCE 18.7 21.6 24.6 25.0 25.8
RolC (Post tax) 16.9 22.0 23.4 23.6 26.2
ROIC (Pre tax) 22.8 30.1 313 31.7 35.2

Turnover Ratios (days)

Inventory 28 32 34 34 34
Debtors 47 53 54 54 54
Payables 54 63 60 57 55
Cash Conversion Cycle 29 31 39 40 43

Financial Stability ratios (x)

Net debt to Equity (0.1) (0.0) (0.0) (0.1) (0.1)
Net debt to EBITDA (0.5) (0.0) (0.0) (0.2) (0.4)
Interest Cover 36.0 28.2 38.0 46.2 57.4

Valuation metrics

Fully diluted shares (mn) 144 144 144 144 144
Price (Rs) 433 433 433 433 433
Market Cap (Rs. Mn) 62,169 62,169 62,169 62,169 62,169
PE(x) 47 35 26 21 17
EV (Rs.mn) 61,206 62,154 62,151 61,154 59,901
EV/EBITDA (x) 29 21 16 13 11
Book value (Rs/share) 61 70 84 101 122
Price to BV (x) 7.1 6.2 5.2 4.3 3.5
EV/OCF (x) 45 35 36 20 17

Source: Company, CEBPL
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Historical recommendations and target price: Gabriel India Ltd.

Gabriel India Ltd.

600.0 - 1. 25-07-2022 Outperform, Target Price Rs. 171
2. 09-08-2022 Outperform, Target Price Rs. 171
500.0 -
3. 14-11-2022 Outperform, Target Price Rs. 189
400.0 4. 06-02-2023  Outperform,  Target Price Rs. 195
5. 24-05-2023 Outperform, Target Price Rs. 200
300.0 -
6. 17-08-2023 Outperform, Target Price Rs. 263
200.0 7. 04-11-2023  Outperform, Target Price Rs. 404
8. 10-02-2024  Add, Target Price Rs. 395
100.0 -
9. 25-05-2024 Buy, Target Price Rs. 456
0.0 . . . . . . . . ; 10. 17-08-2024 Buy, Target Price Rs. 548
‘—| ~ ~ ~ o0 o0 o0 < < <
N N I N N N N N N N 11. 24-10-2024  Buy, Target Price Rs. 529
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CHOICE RATING DISTRIBUTION & METHODOLOGY
OUTPERFORM  The security is expected to generate more than 25% returns over the next 12 months
BUY The security is expected to generate greater than 5% to less than 25% returns over the next 12 months
REDUCE The security expected to show downside or upside returns by 0% to 5% over the next 12 months
SELL The security expected to show Below 0% next 12 months
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performance of the intermediary or provide any assurance of returns to investors

This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL RE” Limited. The
Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research analysts have received compensation based upon various factors, which may
include quality of research, investor client feedback, stock picking, competitive factors and firm revenues etc.

Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or completeness of such information. Any
person

placing reliance on the report to undertake trading does so entirely at his or her own risk and CEBPL does not accept any liability as a result. Securities and Derivatives markets may be
subject to rapid and unexpected price movements and past performance is not necessarily an indication of future performance.

General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular investment objectives, financial
situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if any, made herein are expression of views and/or opinions and
should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through CEBPL nor any solicitation or offering
of any investment

/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment
guide

for the readers. No action is solicited based upon the information provided herein. Recipients of this “Report” should rely on information/data arising out of their own
Study/investigations. It is advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments.
This ‘Report’ has been prepared on the basis of publicly available information, internally developed data and other sources believed by CEBPL to be reliable. CEBPL or its directors, employees,
affiliates or representatives shall not be responsible for, or warrant for the accuracy, completeness, adequacy and reliability of such information / opinions / views. Though due care has
been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of CEBPL shall be liable for any direct,
indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this
Report.

The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses on any investments. Yester
performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are strongly advised to take advice of their tax advisers
regarding

taxation aspects of any potential investment. Opinions are based on the current scenario as of the date appearing on this ‘Report’ only. CEBPL does not undertake to advise you as
to any change of our views expressed in this “Report’ may differ on account of differences in research methodology, personal judgment and difference in time horizons for which

recommendations are made. User should keep this risk in mind and not hold CEBPL, its employees and associates responsible for any losses, damages of any type whatsoever.
Find (Choice Equity Broking Pvt. Ltd.—Research Analyst] [ NH CHB ] | Capital IQ | Email: institutional.equities@choiceindia.com | Ph: +91 22 6707 9919 7


http://blinks.bloomberg.com/screens/nh chb
mailto:ig@choiceindia.com

Choice

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject “CEBPL RE” to any registration or licensing
requirement within such jurisdiction(s). No action has been or will be taken by “CEBPL RE” in any jurisdiction (other than India), where any action for such purpose(s) is required.
Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations
of such country or jurisdiction. “CEBPL” requires such recipient to inform himself about and to observe any restrictions at his own expense, without any liability to “CEBPL”. Any dispute
arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in Mumbai (India).

Statements on ownership and material conflicts of interest, compensation - CEBPL and Associates reciprocates to the best of the knowledge and belief of CEBPL/ its Associates/ research
Analyst who is preparing this report.

Disclosures of Interest (Additional):

1. “CEBPL”, its research Analyst(s), or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in this report.
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