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Key financial forecast

Mar-24F Mar-25F

Net Profit (Rsm) 6,625 7,578
Core EPS (Rs) 134.01 153.27
Core EPS Growth 20.2% 14.4%
FD Core P/E 38.42  33.59
Recurring ROE 22.6% 21.1%
P/BV (x) 8.70 7.10
DPS (Rs) 18.00  20.00
Dividend Yield 0.35% 0.39%
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SKF India Ltd
Starts FY24 with strong 1Q EPS growth

s SKF India’s 1QFY24 EPS growth of 26% qoq and 20% yoy was driven by the
industrial division’s sales growth while margin expansion was in line.

= We maintain our FY24F estimate as 1Q EPS constituted 23% of our full-year
estimate. The localization drive and railway sales growth are upside risks.

m We reiterate ADD rating as the stock trades at +1SD above the mean level.

1QFY24 PAT growth of 20% yoy in line with our estimate

e SKF India’s 1QFY24 sales growth of 9% yoy and 5% qoq to Rs11.5bn was driven by
strong growth of 15% yoy in the industrial division, especially the railway segment.

e EBITDA rose by 10% yoy and 21% qoq to Rs2bn, driven by a 230bp EBITDA margin
expansion to 17.6%, aided by lower other expenses. Purchased goods remained
elevated at 38%.

e Higher other income and a lower tax rate led to a 26% qoq rise in PAT to Rs1.54bn.

Management conference-call highlights

¢ Management indicated that in the company’s sales mix, the industrial division accounted
for 51%, the automotive division 41% and exports 9%. It has given guidance of Rs1.5bn
capex for FY24F, of which a major portion is for the industrial division.

e The purchased goods eased to 42% of sales in 1Q vs. 45% in FY23, as localization in
the industrial division is being pursued by the company’s management while the
automotive division’s localization is already at 95%.

e The localization focus is on the industrial division where the company plans to increase
it from 35% currently to 50% in the coming years in order to reduce supply chain time
and, in turn, gain market share.

¢ Indian Railways has approved its bearings for freight wagons which, management
believes, accounts for 35% of the market segment where it can improve market share
from the single-digit level to mid-double digits, as in case of passenger coaches.

¢ In the two-wheeler segment, which forms 11% of its sales, the company expects the
electric two-wheeler or E2W drive to be revenue-neutral, as higher-priced less number
of bearings are used in E2Ws vs. ICE-engine vehicles.

Maintain ADD rating on the stock with a target price of Rs5,302

¢ We maintain our earnings estimates as 1Q EPS formed 23% of our FY24F estimate.

¢ SKF India trades at +1SD above the mean level. We retain our ADD rating on it, as the
strong growth in the industrial division and localization benefits will drive profitability. Key
downside risks are slowdown in exports and a rise in traded goods denting profitability.

Figure 1: Results review

YE March (Rs m) 1QFY24  1QFY23 yoy %chg 4QFY23 qoq %chg
Total Revenue 11,496 10,547 9.0% 10,947 5.0%
Less:
Net Raw Material consumed 6,919 6,415 7.9% 6,713 3.1%
Other Expenes 1,680 1,518 10.7% 1,806 -7.0%
Personnel 868 77 11.8% 758 14.5%
Total Expenditure 9,467 8,710 8.7% 9,277 2.1%
EBITDA 2,029 1,837 10.4% 1,670 21.5%
Less: Depreciation 175 161 9.0% 169 3.8%
EBIT 1,853 1,676 10.6% 1,501 23.5%
Less: Interest paid 3 5 -39.6% 3 -9.4%
Non-operating Income 225 89 153.0% 198 14.0%
Profit Before Tax 2,076 1,761 17.9% 1,696 22.4%
Profit Before Tax Excl. extra-ordinaries 2,076 1,761 17.9% 1,696 22.4%
Less: Total Tax 531 469 13.2% 467 13.6%
Normalised PAT 1,544 1,291 19.6% 1,229 25.6%
Normalised EPS (Rs.) 31 26.1 19.6% 24.9 25.6%
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Profit & Loss Balance Sheet
(Rs mn) Mar-22A Mar-23F Mar-24F Mar-25F (Rs mn) Mar-22A  Mar-23F  Mar-24F  Mar-25F
Total Net Revenues 36,659 43,184 48,882 54,998 Total Cash And Equivalents 4,019 6,505 10,620 15,366
Gross Profit 14,207 17,705 19,699 22,329 Total Debtors 6,871 7,927 8,705 9,794
Operating EBITDA 5,557 7,869 8,992 10,232 Inventories 6,768 7,973 9,025 10,154
Depreciation And Amortisation (571) (654) (744) (862) Total Other Current Assets 3,841 4,373 4,837 5,335
Operating EBIT 4,986 7,214 8,249 9,370 Total Current Assets 21,499 26,778 33,186 40,649
Financial Income/(Expense) (21) (18) (18) (18) Fixed Assets 4,540 5,086 5,542 5,880
Pretax Income/(Loss) from Total Investments 25 25 25 25
Assoc. Intangible Assets
Non-Operating 344 456 674 833 | | Total Other Non-Current Assets 222 200 200 200
Income/(Expense) Total Non-current Assets 4,787 5,311 5,767 6,105
Profit Before Tax (pre-El) 5,310 7,653 8,905 10,185 Short-term Debt
Exceptional I.tems Current Portion of Long-Term Debt
Pre-tax Profit 5,310 7,653 8,905 10185 ¥ 1o Creditors 5,244 6,178 6,993 7,868
Taxation (1,358)  (2143)  (2,280)  (2:607) | | Other Current Liabilities 2,023 2,382 2,697 3,034
Exceptional Income - post-tax Total Current Liabilities 7,267 8,560 9,689 10,902
Profit After Tax 3,951 5,510 6,625 7,578 Total Long-term Debt 161
Minority Intgrgsts Hybrid Debt - Debt Component
Preferrled Dividends Total Other Non-Current Liabilities
FX Ga|n/§Loss) - post tax Total Non-current Liabilities 161
Other Adjustments - post-tax Total Provisions
Net Profit _ 3,951 5,510 6,625 7578 | 1 Total Liabilities 7,428 8,560 9,689 10,902
Recurring Net Profit 3,951 5,510 6,625 7,578 | Y shareholders Equity 18,859 23,528 29,264 35,853
ELrJ(I)If)i/tDlluted Recurring Net 3,951 5,510 6,625 7,578 Minority Interests
Total Equity 18,859 23,528 29,264 35,853
Cash Flow Key Ratios
(Rs mn) Mar-22A Mar-23F Mar-24F  Mar-25F Mar-22A Mar-23F Mar-24F Mar-25F
EBITDA 5,557 7,869 8,992 10,232 Revenue Growth 36.9% 19.8% 13.2% 12.5%
Cash Flow from Invt. & Assoc. (248) (216) 87) (47) Operating EBITDA Growth 32.3% 41.6% 14.3% 13.8%
Change In Working Capital (3,614) (1,498) (1,165) (1,504) Operating EBITDA Margin 15.4% 18.2% 18.4% 18.6%
(Incr)/Decr in Total Provisions Net Cash Per Share (Rs) 78.03 131.58 214.81 310.81
Other Non-Cash 571 654 744 862 BVPS (Rs) 381.45 475.90 591.91 725.17
(Income)/Expense Gross Interest Cover 239.73 400.79 458.25 520.55
Other Operating Cashflow (209) (456) (674) (833) Effective Tax Rate 25.6% 28.0% 25.6% 25.6%
Net Interest (Paid)/Received (21) (18) (18) (18) Net Dividend Payout Ratio 18.1% 15.3% 13.4% 13.0%
Tax Paid (1,486) (2,143) (2,280) (2,607) | 1 Accounts Receivables Days 63.25 62.54 62.10 61.39
Cashflow From Operations 550 4,192 5,512 6,084 Inventory Days 93.06 105.59 106.30 107.14
Capex (916) (1,200) (1,200) (1,200) | I Accounts Payables Days (89.52) (81.81) (82.36) (83.01)
Disposals Of FAs/subsidiaries 9 ROIC (%) 33.3% 42.4% 44.3% 45.8%
Acq. Of Subsidiaries/investments ROCE (%) 26.2% 30.7% 28.2% 26.1%
Other Investing Cashflow 654 456 674 833 Return On Average Assets 15.1% 17.2% 17.1% 16.2%
Cash Flow From Investing (254) (744) (526) (367)
Debt Raised/(repaid) (161)
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid (717) (840) (890) (989)
Preferred Dividends
Other Financing Cashflow (21)
Cash Flow From Financing (738) (1,001) (890) (989)
Total Cash Generated (442) 2,447 4,097 4,728
Free Cashflow To Equity 296 3,287 4,986 5,717
Free Cashflow To Firm 317 3,466 5,004 5,735
Key Drivers
12-mth Fwd Rolling FD Core P/E Mar-22A  Mar-23F  Mar-24F  Mar-25F
Auto OEM 46.0% 17.0% 12.6% 10.0%
(X) Auto aftermarket 27.8% 22.0% 16.0% 12.0%
Exports (largely Auto) 111.7% N/A 8.0% 10.0%
90 Total auto 50.4% 14.6% 12.7% 10.6%
70 Industrial OEM 45.4% 23.0% 12.0% 15.0%
Industrial after market 8.0% 18.0% 16.0% 14.0%
50 Total Industrials 45.4% 23.0% 12.0% 15.0%
Total sales 26.0% 20.8% 13.7% 14.6%
30
10 T T T
Jul-18 Jul-19 Jul-20 Jul-21
= 12-mth Fwd Rolling FD Core P/E (x)(lhs)
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Services Private Ltd.(formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with
SEBI as a Research Analyst vide Registration No. INH000007793. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its
trademark for use in this report.
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purpose without the prior written consent of IRSPL.
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IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant;
(i) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy,
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their
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confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
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