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Greaves Cotton Limited (GCL) has reported Mixed performance during Q2
FY22 with PAT de-growth, margin contraction but revenue above
estimate.

eNet profit for the quarter of INR 83.4 mn in Q2FY22 against our estimate
of INR 152 mn.

eStandalone revenue from operations grew by 32.4% QoQ/-1.5% YoY
stood at INR 2,840 mn in Q2FY22 against our estimate of INR 2,450 mn
led by growth in the Engine, mobility and other segment.

eGross margin of the company decreased by 184 bps QoQ at 28%. Despite
the decrease of the gross margin, the company EBITDA margin expanded
by 438bps QoQ to 1.6% Q2FY22 (it came in positive after the loss -2.8% in
Q1 FY22) against our estimate of 12.4% in Q2FY22 due to higher other
expenses and employee cost.

eHigher other income at 330.5% YoY/73.2% QoQ at INR 76 mn has
supported the earnings of the company.

*EPS at INR 0.36 in Q2FY22 against -0.28 /-0.78 in Q1FY22 / Q2FY21.

Q2FY22 Conference call Highlights:

* The company diversification strategy has resulted in accelerated
growth across all business areas with higher operational efficiencies
and surplus cash to drive transformative growth with new agility &
resilience in future.

* Investment: out of the 700 cr, the company has invested more than
INR 300 Cr in EV business and further will invest going forward. Actual
spend till INR 8 cr for Ranipet.

Outlook & Valuation

At CMP of INR 131, GCL is trading at P/E multiple of 23.1 to its FY24 EPS of
INR 5.7.Considering the E-mobility and new initiatives businesses is
driving the growth of the company. We believe that the company’s
Ranipet plant is coming out very well this will help them create more
volume going forward. Good demand traction for Magnus & Magnus(EX)
(In high-speed segment). We remain positive on the stock because its
demand continues to be very high for both hi-speed as well as for low
speed. We value the standalone business to 10x to its FY24E EBITDA of
INR 2330 Mn and arrive at a fair value of INR ~122/share With Ampere’s
stake 100% in greave cotton. Ampere’s has been valued at 1.5x FY24E
sales. Our SOTP valuation yields a fair value of INR 148 per share. We
maintain an Accumulate rating on the stock.

zil:':;;;' NetSales  EBITDA PAT EPS (INR) M:fg'iTnDQ P/E (x)
FY21 13,291 969 104 04  7.29% 301.3
FY22E 15,094 1,540 789 34 10.20% 385
FY23E 17,818 1,940 1,039 45  10.89% 29.2
FY24E 21,377 2,330 1,312 57  10.90% 23.1

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Q2FY22 Conference call Highlights

Greaves diversified the business into auto engines, greaves retail, Pre-primary business, and 2 small
enabler business. Pre-primary business: Greaves E-mobility business grew by 85% and 101% revenue
growth. In terms of the auto EV, retail Multi-brand players were last in the past quarter and it's receiving
very good inputs.

Restructuring: The company expected annualized savings of INR 45 Cr. against FY21 with the
restructuring of business and consolidation on plants. Cost restructuring has brought down break-even
points in the Engines business. Ampere and greaves GEMPL best ever quarter as compared to the
previous quarter.

3W: The company has completed the acquisition of the 26% stake in MLR Auto for INR18.8 Cr, which
gives the access of the specializes in L5 cargo and passenger 3W and acquiring the remaining 26% in Ele
E-Rickshaw. With this, the company has strengthened its Unique presence in EV (E2W + E3W) with 85%
coverage in Last-mile mobility. GEMPL (Greaves Electric Mobility) accounts for 25% of overall revenue.
Engine segment has short-term challenges after the Covid-19, which the company is noticing carefully
and recovery in going forward.

Other businesses: Auto business and greaves engine business have shown traction.

Ranipet Plant: Ranipet is coming out very well this will help them create more volume and commercial
production in this case will follow shortly.

Outstanding demand for Magnus & Magnus(EX) (In high-speed segment): shortage of 8 weeks +
demand and working as fast as the company can do that. Magnus & Magnus (EX) is doing quite well.
Magnus (EX) is available in the 100 range for both B2B&B2C along with multiple system financing.
Monthly 1000 units MoM sales and growing 3-4 times of the volume, east after covid2 saw good
demand.

Losses: Q2FY22 e-mobility losses...1) final transaction completed differential of the accounted in the
other expenses 8.5 cr and, 2) The losses has incurred because of the infrastructure spends, 3) Commodity
price increase and the impact on the raw material (so 2% impact and it will be neutralized going forward
in the coming quarter)INR 265 Crore of cash available to drive transformative growth.

Revenue: Genset solutions saw very good growth and last year and the 1-time impact was there due to
the Farm equipment business as imports were closed during the Covid-19. After that, the company has
started using products from the local vendors so this impact will be going to show from Q3FY22 onward.

Vahan Data: Q1FY22 due to Covid led to shutdown primary sales could not happen this led to a shortage
of the High-speed in the primary and secondary market (in the quarter hi-speed almost 30% share of the
total volume and picking up further in hi-speed production) so that share will move forward in Q3&Q4
FY22. MoM (October)share has increased of hi-speed and picking up further in hi-speed production as
localization almost completed so support partner also getting stable.

Supply chain (Chip-led shortage) remains a concern for overall the industry. The company is working on a
lot of the components with tier 2&3 to look into the needs for the next 12 months. The company is
getting supply from tier 1 so managing from them.

Demand: Demand is continuing very high for both high-speed and low speed.
Distribution: Passenger & cargo 3W 55%-45%, Urban and rural 70% from tier 2&3 -30% from tier 1.

Margin: Significant Margin Improvement in EV business despite challenges in Supply chain & delayed
start of production in TN (owing to Covid)
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Quarterly Result

INR Mn (Standalone) Q2FY22 Q1FY22 Q2FY21 Q-0-Q Y-0-Y
Net Revenue 2,840 2,144 2,882 32.4% -1.5%
Material Cost 2,045 1,504 2,040 35.9% 0.2%|
72.0% 70.2%
Employee cost 338 357 291 -5.4% 16.0%
12% 17%
Other Expenses 413 343 376 20.3% 9.6%
15% 16% 13%
EBITDA 45 -60 175 -174.4% -74.4%
EBITDA margin % 1.6% -2.8% 6.1% 438bps -448bps|
Other Income 76 44 18 73.2% 330.5%
Depreciation 109 109 124 -0.3% -12.3%
EBIT 12 -125 68 -109.6% -82.4%
Finance cost 5 3 19 68.8% -71.6%
Exceptional Item 107 40 -311 165.0% -134.4%
PBT 113.4 -88.2 -262 -228.6% -143.3%
Tax Expense 30 -24 82 -227.7% -63.2%
Effective tax rate % 26.5% 26.6% -31.1% -19bps 5759bps|
Reported Net Profit 83.4 -64.7 -180.3 -228.9% -146.3%
Net margin % 2.9% -3.0% -6.3%
Reported EPS (INR) 0.36 -0.28 -0.78 - -
Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
Valuations INR Mn Basis of Valuation| MuItipIeI Total Value in Mn FY24E|
EV/EBITDA (x) 10.0
EBITDA 2330
EV 23301
Debt 0
Cash 4977
Market Cap 28278
No shares 231
Value/Share (INR) 122.3
Greaves Stake Valuation FY23E sales at INR 4000 Mn
IAmpere Target Price (INR) (100% stake) P/Sales 1.5x 26
Greaves Target (INR) 148
CMP (INR) 131
Upside (%) 12.9%
Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Growth rebounds riding on strong brand pull and efficiency improvements

Quarterly Revenue Trend (INR Cr.) NBFCC Covid Impact &
DeMo, GST . risis Rapid Recovery
gars of Sustair

506
406 360
284

Q4FY17 QI1FY18 Q2FY1E Q3FY18 Q4FY18  QI1FY19 Q2FY19 Q3FY15 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FYZ0 QiFy21 Q2Fy21 Q3rFY21 Q4FyY21 QiFy22 Q2Fy22
BGCL GEMPL (formerly Ampere)

’
med Revenue Growth weathered

New business revenue as % of Consolidated Revenue has increased from 10% in Q2 FY19 to ~43% in Q2
FY22

Traditional Business New business

43%

EHQ2FY19 mQ2FY22 = Q2 FY19 Q2 FY22

Source: Arihant Research, Company Filings

[ H1FY22 Revenues - Rs. 602cr

GREAVES

v V |

8 GREAVES
GREAVES ELECTRIC -

ENGINES MOBILITY

NEW
KSmoters E-Rickshaw E-Auto BUSINESS

Auto Non-Auto AMPERE 'Q‘B' ’ATEM’ W VMART GHEMS@

By GREAVES avva s
Volumes - 18,093 Volumes - 37,765* - Vit rondEy e
‘ [ ‘ retail format senice ormat

Source: Arihant Research, Company Filings

Arihant Capital Markets Ltd 4



Income Statement (INR Mn)

Balance Sheet (INR Mn)

Year End-March FY21  FY22E  FY23E  Fy2eg YearEnd-March S
Sources of Funds
Revenues 13,291 15,094 17,818 21,377 Share Capital 462 462 462 462
Change (%) -27.0% 13.6% 18.0% 20.0% Reserves & Surplus 8,547 9,337 10,376 11,688
Raw materials 9,414 10732 12,668 15199 etWorth 9010 9,799 10838 12,150
Loan Funds 0 0 0 1
Stock Adjustments 0 0 0 0 Deferred Tax & other
Employee costs 1,271 1,313 1,425 1,710 liabilities 371 370 370 370
Capital Employed 9,342 10,132 11,171 12,485
Other expenses 1,637 1,509 1,784 2,138
Application of Funds
Total Expenses 12,321 13,554 15,877 19,047 Gross Block 5,518 6,018 6,517 7,015
EBITDA 969 1,540 1,940 2,330 Less: Depreciation 2,845 3,419 4,075 4,785
Net Block 2,673 2,599 2,442 2,230
Other Income 100 143 169 203 CWIP 738 738 738 738
Depreciation 484 574 656 710 Other non current assets 213 213 213 213
Deferred tax assets 499 499 499 499
Interest >6 48 >1 2 Net fixed assets 4123 4,049 3,892 3,679
PBT 529 1,061 1,403 1,771 Investments 2,380 2,380 2,380 2,380
Extra-ordinary 345 0 0 o Debtors 2,030 2,481 2,929 3,573
Inventories 1,548 1,765 2,084 2,500
PBT after ext-ord. 185 1,061 1,403 1,771 (Cash & bank balance 2,758 3,738 4,977 6,499
Tax 81 272 363 459 Loans & advances & other
CA 450 450 450 451
Rate (%) 43.9%  25.6%  25.9%  25.9%  Total current assets 6,786 8,434 10,439 13,023
PAT 104 789 1,039 1,312 Current liabilities 3,697 4,482 5,291 6,347
) Provisions 249 249 249 249
Adjusted PAT 104 789 1,039 1312\t currentassets 2,840 3,703 4,900 6,426
Change (%) -93.0% 662.0% 31.6% 26.3% Total Assets 9,342 10,132 11,171 12,485
Key Ratios Cash Flow Statement (INR Mn)
Year End-March FY21 FY22E FY23E FY24E  vYear End-March FY21  FY22E  FY23E _ FY23E
Per share (INR) PBT 185 1,061 1,403 1,771
EPS 0.4 3.4 4.5 5.7  Depreciation 484 574 656 710
CEPS 2.5 5.9 7.3 8.7  Interest & others (44) (95) (118) (151)
BVPS 39.0 42.4 46.9 52.6 Cash flow before WC
DPS 0.4 0.4 0.4 0.4 changes 625 1,540 1,940 2,330
Valuation (x) (Inc)/dec in working capital  (1,787) (581) (904) (1,224)
P/E 301.3 38.5 29.2 23.1  Operating CF after WC
P/CEPS 53.1 22.3 17.9 15.0 changes (1,163) 959 1,036 1,106
P/BV 35 3.1 2.8 2.5  Less: Taxes (81) (272) (363) (459)
EV/EBITDA 31.0 18.9 14.4 1.3 Operating cash flow (1,244) 687 673 648
Dividend Yield (%) 0.3% 0.3% 0.3% 0.3% (Inc)/dec in F.A + CWIP 80 (500) (499) (498)
Return ratio (%) (Pur)/sale of investment (530) 0 0 0
EBIDTA M.argin 7.3%  102%  109%  10.9%  cash flow from investing (449) (500) (499) (498)
PAT Margin 08%  52%  58%  61%  prae cash flow (FCF) (1,026) 187 174 150
ROE 1.1% 8.1% 9.6% 10.8% Loan raised/(repaid) 0 0 0 2
ROCE 5.2% 9.5% 11.5% 13.0% . i
Leverage Ratio (%) Equity raised 0 0 0 0
Total D/E 0.0 0.0 0.0 0.0 Interest & others 2,662 885 1,158 1,463
Net D/E 0.3 0.4 0.5 0.5  Dividend (92) (92) (92) (92)
T —_— Cas‘h‘fl.ow from financing
Asset Turnover (x) 1.4 1.5 1.6 1.7 detivities S B Lo Lo
Inventory Days 60 60 60 60 Net inc /(dec) in cash 876 980 1,239 1,523
Receivable Days 56 60 60 61  Opening balance of cash 1,882 2,758 3,738 4,977
Payable days 108 108 108 108 Closing balance of cash 2,758 3,738 4,977 6,499
Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
*One time Exceptional loss in FY21
s
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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