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Exide acquired 51% stake in an
leading smelting company Leadage
Alloys India

Acquisition would lead to increased
usage of recycled lead and lower
dependence on imported lead,
thereby saving costs

Exide is the largest power storage
solution company in South East Asia

Exide Industries Limited

(Rs. 71.00, FYQ9E - P/E 19.1x, BUY with a Target Price of Rs. 88)

Exide has acquired second lead smelting unit Leadage Alloys India Ltd.

Exide, India’s largest storage battery manufacturer has acquired 51% stake in a lead
smelting company Leadage Alloys India Ltd. located near Bangalore for an undisclosed
amount. As the board had approved maximum investment of Rs 350 mn for the
acquisition, it is a good indicator of the cost of acquisition. This is Exide’'s second
acquisition of smelting unit after acquisition of Tondon Metals in Maharashtra.

Leadage is a family run lead refining company with a production capacity of ~24,000
tonnes. It is one of the largest manufacturers of lead and its alloys and is a supplier
to Exide. It has been collecting scrap from Exide’s dealers and supplying with recycled
lead. Itis also a supplier to Amara Raja Batteries. Exide has acquired the stake from
the promoters and may make additional investments to raise capacity.

Exide had in recent past acquired 100% stake in Tandon Metals, an unlisted company
locared in Maharashtra, at an investment of Rs220 mn. Tondon Metals has lead
smelting capacity of ~6,000 tonnes and was a supplier to Exide. Leadage Alloys is
Exide’s second acquisition of an existing supplier and indicates management’s
strategy to have greater control over smelting capacity. This would lead to increased
usage of recycled lead and lower dependence on imported lead, thereby saving costs.
We believe that Exide will likely expand the production capacity of Leadage which
might involve further investments. With this acquisition, the company will be able to
exercise control over ~20% of its lead requirement. We assess captive procurement
by the company in initial phase will be lower as the acquired company might have
commitments to other customers as well. We view this acquisition as positive
development. We believe it will help the company to reduce its dependence on imported
lead and thus giving boost to its margins.

Business Outlook and Valuation

Exide Industries Limited, India’s flagship of the storage battery industry, is also the
largest Power Storage Solutions Company in South East Asia. The Company power
most of the industrial and automotive segments in the country and the products are
used in critical applications in infrastructure and defence sectors. Exide is India’s
largest manufacturer of automotive batteries with 72% market share in the Original
Equipment Manufacturers (OEM) battery segment and 80% market share in passenger
vehicles market in India. The company is expected to witness strong revenue growth
from high margin and booming replacement demand on the back of its market
leadership in OEM automotive segment. The strong growth in high margin industrial
battery segment is a key driver for the company going forward. We envisage industrial
segment to grow by 22.1% CAGR for FYQ07- 10E on the back of huge demand and
capex/ investment in telecom, power and railway. We expect operating margins to
improve by 40 basis points from 16.5% in FY07 to 16.9% in FY10E due to better
product mix, high margins and cost reduction exercises. We believe Exide will able
to retain if notincrease its market share on the back of strong brand and wide-spread
sales and distribution network (over 8,000 dealers outlets and 100 Exide Care shops).
We view this acquisition as positive development. We believe it will help the company
to reduce its dependence on imported lead and thus giving boost to its margins.
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We maintain BUY at SOTP target price
of Rs 88

Given the company’s continued strong performance in domestic market on the back
of its market leadership and strong brands, we expect exciting times ahead for Exide.
We expect Exide to report strong growth in revenues at CAGR 27% during FYQ7-
FY10E. We expect the company to record Net profit growth at CAGR 35% during
FY07-FY10E.

Financial Estimates

Particulars FYO9E FY10E
Net Sales (Rs Mn) 31034.4 38748.2
EBITDA (Rs Mn) 5182.7 6548.5
EBITDA(%) 16.7 16.9
PAT (RS Mn) 2927.0 3801.6
EPS (Rs) 3.7 4.8
P/E (X) ATRs 71 19.1 14.7

* Current Order, Source: Company

We are quite optimistic about Exide's future revenue growth. The stock is currently
trading at 19.1x FYO9E EPS of Rs 3.7 and 14.7x FY10E EPS of Rs 4.8 on a stand
alone basis. It is trading at 10.8x FYO9E and 8.5x FY10E EV/EBDITA on a stand
alone basis. We believe these valuations are attractive and offer excellent long term
investment opportunity considering its strong growth potential on the back of market
leadership in automotive segment, booming replacement demand, increasing
contribution from Industrial segment, latest technological skills, strong brand image
and wide spread distribution network. We have valued Exide Industries on sum-of-
the-parts basis. We value exide's core battery business at Rs 70 based on DCF
valuation. We believe investment in ING Vysa Life insurance company to be value
accretive and arrive at a value of Rs 18 for Exide's share in insurance joint venture.
We maintain 'BUY' recommendation on the company at SOTP target price of Rs 88.
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Regional Offices

NEW DELHI

MR. ARUN BANSAL

401, NEW DELHI HOUSE, 27, BARAKHAMBA ROAD, NEW DELHI - 110001
PH: 9350496088 / 9350192101; Email: newdelhi@emkayshare.com

CHENNAI

MR. RAJESH RENGARAJAN

1ST FLOOR ROOP EMERALD. NEW NO 45 OLD NO28, NORTH USMAN ROAD. T-NAGAR, CHENNAI 600-017
TEL NOS: 044-45502496/7/ , Email: chennai@emkayshare.com

KOLKATA

MR. VIKRAM MEHROTRA / MR. VISHAL PRABHAKAR

4, RN.MUKHERJEE ROAD, 1 ST FLOOR, KOLKATA -700001. WEST BANGAL. Mob: 9830999412(Vikram) / 9831554477 (Vishal)
Email: kolkataro@emkayshare.com / vikram.mehrotra@emkayshare.com / vishal.prabhakar@emkayshare.com

Mr. Chirayush Bakshi — Vice President - Marketing and Business Development, Mob.: 9322934529; Email: chirayush.bakshi@emkayshare.com
Mr. V. H. Bhaskaran — Vice President - Business Development (South), Mob.: 9323811847; Email: bhaskaran@emkayshare.com

Mr. Vijay Saraf — Vice President - Private Client Group, Tel.: +91-022-66121265; Email: vijay.saraf@emkayshare.com

Mr. Hemang Mamtora — Vice President - Branch & Franchise Sevicing, Tel.: +91-022-66121245; Email: hemang.mamtora@emkayshare.com
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DISCLAIMER

Emkay Share & Stock Brokers Limited (Emkay) has two separate independent equity research groups: Institutional Equities and Private Client Group. This document has been prepared by Emkay — Private
Client Group (Emkay -PCG). Affiliates of Emkay Institutional Group may have issued other reports that are inconsistent with and reach different conclusions from the information presented in this report. The
views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating and target price of the Institutional Equities Research Group of Emkay Share & Stock
Brokers Limited. This document is not for public distribution and has been furnished to you solely for your information and any review, re-transmission, circulation or any other use is strictly prohibited. Persons
into whose possession this document may come are required to observe these restrictions. This document is subject to changes without prior notice and is intended only for the person or entity to which itis
addressed to and may contain confidential information and/or privileged material. We are not soliciting any action based upon this material. This reportis not to be construed as an offer to sell or the solicitation
of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. Itis for the general information of clients of Emkay -PCG. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Though disseminated to all the customers simultaneously, not all customers may receive this report
atthe same time. Emkay-PCG will not treat recipients as customers by virtue of their receiving this report. We have reviewed the report, and in so far as itincludes current or historical information, itis believed
to be reliable. It should be noted that the information contained hereinis from publicly available data or other sources believed to be reliable. Neither Emkay, nor any person connected with it, accepts any liability
arising from the use of this document. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The recipients of this material
should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future
performance. Opinions expressed are our current opinions as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this document. While
we would endeavor to update the information herein on a reasonable basis, Emkay, its subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the
information current. Also there may be regulatory, compliance, or other reasons that may prevent Emkay and its affiliates from doing so. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice. Emkay and its affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or
sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the
financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related
information and opinions. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Analyst’s holding in the stocks mentioned in the report: NIL
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