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   RESULTS FIRST LOOK 
 

   

At INR0.63bn, adjusted PAT was significantly below our and consensus estimates on higher raw material costs and 
decline in volumes. Volumes declined 6% y/y in the Auto 4W and 5% y/y in the industrial segment. According to 
Exide, there was a loss of INR0.4-0.5bn given higher cost inventory in the quarter; further, the benefit of lower lead 
prices will only come at the end of the next quarter. Management expects an improvement in PBDIT margins to 18-
19% next year. Our FY13E earnings are 7% below consensus; we see potential downside risks to both ours and 
consensus estimates. Maintain Neutral. 
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Results disappoint on higher raw material prices and decline in volumes 
•    Earnings vs. our Forecast: BELOW 

Likely Impact: 

•    Earnings Estimates: DOWN 

•    Dividend Estimates: DOWN 

•    Price Target: DOWN 

•    Long-term View: CONFIRMED 
 

According to Exide, there was a loss of INR0.4-0.5bn owing to higher cost inventory in the quarter. The company usually 
keeps an inventory of two months; therefore, the actual benefit of softer lead prices would only come at the end of the next 
quarter, according to management. Further, there was a forex loss of INR114mn in the current quarter. Adjusted for inventory 
and forex losses, the EBITDA margin came in at 12.5%, still below our expectations of 16.9%.   
 
During the quarter, volumes declined in both Auto 4W and the industrial segment.  

·         Auto 4W Segment: Lower off-take from both OEMs and the Replacement segment led to sales volumes being lower 
by 6% y/y.  

·         OEM to replacement ratio declined to 1.0 in 2QFY12 from 1.13 in 1QFY12, which also had a negative impact on 
margins 

·         Industrial segment: Volumes were down 5% y/y owing to a lack of growth across the board 
·         Two-wheeler segment: Volumes were up 30% y/y 
 

Other result highlights 
·         Net sales at INR 11.7bn came in below our estimate of INR 12.3bn  
·         EBITDA margins came in at 8.6%, sharply lower than our estimate of 16.9%  
·         RM/Sales came in at 72.3% compared to our estimate of 63.8% 
·         Employee cost/sales came in at 5.5% compared to our estimate of 5.8% 
·         Other expenses/sales came in at 14.6% compared to our estimate of 13.5% 
·         Other income is lower q/q given higher dividend income from subsidiaries in the previous quarter 
·         During the quarter, there was a net mark-to-market loss of INR114mn on forex hedging instruments because of rupee 

depreciation.  
 

 
 
Figure 1: Earnings significantly below ours and consensus estimates 

   INR mn  % difference from  

   Actual   Consensus   Nomura   Consensus   Nomura  
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 Net Sales           11,718           12,393           12,285  -5.4% -4.6% 
 EBITDA             1,009             2,165             2,070  -53.4% -51.3% 
 Net Profit                626             1,504             1,522  -58.4% -58.9% 

Source: Company data, Bloomberg, Nomura estimates 
  
 
Figure 2: 2QFY12 Results 

Quarter Ended Sep-10 Jun-11 Sep-11 QoQ YoY Sep-11F 
Net Sales       11,267        12,437        11,718  -5.8% 4.0%       12,285  
     Operating Costs         8,823        10,247        10,709  4.5% 21.4%       10,215  

as % of Net Sales 78.3% 82.4% 91.4% 9.0% 13.1% 83% 
          Material Costs         6,692          7,932          8,350  5.3% 24.8%         7,838  

as % of Net Sales 59.4% 63.8% 71.3% 7.5% 11.9% 63.8% 
          Personnel Costs            660             719             644  -10.4% -2.4%            719  

as % of Net Sales 5.9% 5.8% 5.5% -0.3% -0.4% 5.8% 
          Other Overheads         1,471          1,596          1,715  7.4% 16.6%         1,658  

as % of Net Sales 13.1% 12.8% 14.6% 1.8% 1.6% 13.5% 
              

Gross Profit         4,576          4,504          3,368  -25.2% -26.4%         4,447  
EBITDA         2,445          2,190          1,009  -53.9% -58.7%         2,070  
     Other Income            196             315               87  -72.4% -55.5%            315  
PBDIT         2,640          2,505          1,096  -56.2% -58.5%         2,385  
     Depreciation            201             237             247  4.1% 22.5%            237  
     Interest              17               11               16  0.0% 0.0%              11  
Pre-tax Profit         2,422          2,257             833  -63.1% -65.6%         2,137  
     Tax            768             650             208  -68.1% -73.0%            616  
PAT         1,655          1,607             626  -61.0% -62.2%         1,522  
     EO Gain / (Loss)            475               26           (114)                   -    
Reported Net Profit         2,129          1,633             511  -68.7% -76.0%         1,522  
EBITDA Margin 21.7% 17.6% 8.6% -9.0% -13.1% 16.9% 
PBDIT Margin 23.4% 20.1% 9.4% -10.8% -14.1% 19.4% 
EPS  2.51 1.92 0.60 -68.7% -76.0% 1.79 
NPM (%) 14.7% 12.9% 5.3%     12.4% 
Adj EPS 1.95 1.89 0.74 -61.0% -62.2% 1.79 

Source: Company data, Nomura estimates 
  
  
  
  
  
  

Valuation Methodology and Investment Risks: Valuation Methodology: Our target price is INR148. We value Exide Industries’ core 
business at 15x FY13F EPS of INR 9.3. This is in line with past three-year average one-year forward P/E multiples. We value the investment 
in insurance business at book value of INR 8.8/share.Risks that may impede the achievement of the target price: Upside risks: New areas of 
growth Exide Industries is focusing on developing and marketing lithium–ion batteries for emerging electric vehicles. The company also 
developed deep cycling E-bike batteries and is in the process of developing stop-start batteries for micro hybrid vehicles. These can be new 
areas of growth that we have not factored in. Expanding reach to gain back lost market share in replacement segment Exidehas developed 
a hub-and-spoke model for distribution that is controlled by regional monitoring centers. The company has expanded to 206 locations 
through this and plans to increase it to 250 by end 2011. This has enabled the company to reach out to class B and class C companies and 
improve market share in the replacement market. Increased market share in segments like CVs and tractors can provide additional volumes 
to the company. Downside risks: High competition in Industrial Segment High competition and low demand in the telecom and home inverter 
segment is forcing the company to give discounts. The company has also been unable to pass on the sharp increase in lead price to 
customers. In case this trend continues, there will be downside risks to our estimates. Market share loss in the replacement segment 
According to the company they have lost 8%to 9% market share in the replacement segment over the last one year. In case Exide is unable 
to win back some of the lost share there will be downside risks to our estimates.  

Note: Ratings and Price Targets are as of the date of the most recently published report 
(http://go.nomuranow.com/research/globalresearchportal) rather than the date of this email. 
  
Results First Look is the analyst's preliminary interpretation of the results announcement. Our recommendation and earnings estimates are 
not beingchanged in this report. Any formal changes to our recommendation or earnings estimates will be made in a subsequent report, 
which may differ from the preliminary views expressed in this report. 
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We, Kapil Singh and Nishit Jalan, hereby certify (1) that the views expressed in this Research report accurately reflect our personal views about any or all of 
the subject securities or issuers referred to in this Research report, (2) no part of our compensation was, is or will be directly or indirectly related to the specific 
recommendations or views expressed in this Research report and (3) no part of our compensation is tied to any specific investment banking transactions 
performed by Nomura Securities International, Inc., Nomura International plc or any other Nomura Group company.  
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Valuation Methodology Our target price is INR148. We value Exide Industries’ core business at 15x FY13F EPS of INR 9.3. This is in line with past three-
year average one-year forward P/E multiples. We value the investment in insurance business at book value of INR 8.8/share. 
Risks that may impede the achievement of the target price Key RisksUpside risksNew areas of growthExide Industries is focussing on developing and 
marketing lithium–ion batteries foremerging electric vehicles. The company also developed deep-cycling E-bike batteriesand is in the process of developing 
stop-start batteries for micro hybrid vehicles. Thesecan be new areas of growth that we have not factored in. Expanding reach to gain back lost market share 
in replacement segmentExide has developed a hub-and-spoke model for distribution that is controlled byregional monitoring centers. The company has 
expanded to 206 locations through thisand plans to increase it to 250 by end 2011. This has enabled the company to reachout to class B and class C 
companies and improve market share in the replacementmarket. Increased market share in segments like CVs and tractors can provideadditional volumes to 
the company.Downside risksHigh competition in Industrial SegmentHigh competition and low demand in the telecom and home inverter segment is forcing the 
company to give discounts. The company has also been unable to pass on the sharp increase in lead price to customers. In case this trend continues, there 
will be downside risks to our estimates.Market share loss in the replacement segmentAccording to the company they have lost 8% to 9% market share in the 
replacement segment over the last one year. In case Exide is unable to win back some of the lost share there will be downside risks to our estimates. 

 
Important Disclosures 
Online availability of research and additional conflict-of-interest disclosures 
Nomura Equity Research is available on nomuranow.com, Bloomberg, Capital IQ, Factset, Reuters and ThomsonOne. 
Important disclosures may be accessed through the left hand side of the Nomura Disclosure web page 
http://go.nomuranow.com/research/globalresearchportal or requested from Nomura Securities International, Inc., on 1-877-865-5752. If you have any 
difficulties with the website, please email grpsupport-eu@nomura.com for technical assistance. 
  
The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a portion of 
which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are not registered/qualified 
as research analysts under FINRA/NYSE rules, may not be associated persons of NSI, and may not be subject to FINRA Rule 2711 and NYSE Rule 472 
restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account. 

http://go.nomuranow.com/research/globalresearchportal�
https://apps.nomuranow.com/EQS�
http://go.nomuranow.com/research/globalresearchportal�
mailto:grpsupport-eu@nomura.com�


  

 
 
 
  

Nomura 4 20 October 2011 
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effort in the sector for which they have coverage. Industry Specialists do not contribute in any manner to the content of research reports in which their names 
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investment banking clients of the Nomura Group*. 
41% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 50% of companies with this rating are 
investment banking clients of the Nomura Group*.  
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Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin America for ratings 
published from 27 October 2008 
The rating system is a relative system indicating expected performance against a specific benchmark identified for each individual stock. Analysts may also 
indicate absolute upside to target price defined as (fair value - current price)/current price, subject to limited management discretion. In most cases, the fair 
value will equal the analyst's assessment of the current intrinsic fair value of the stock using an appropriate valuation methodology such as discounted cash 
flow or multiple analysis, etc. 
 
STOCKS 
A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral', indicates that the 
analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce', indicates that the analyst expects the stock to 
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Asia): MSCI Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology. 
 
SECTORS 
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analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish' stance, indicates that the analyst expects the sector 
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Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published from 30 October 
2008 and in Japan from 6 January 2009 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Target Price - Current Price) / Current Price, subject to 
limited management discretion. In most cases, the Target Price will equal the analyst's 12-month intrinsic valuation of the stock, based on an appropriate 
valuation methodology such as discounted cash flow, multiple analysis, etc. 
A 'Buy' recommendation indicates that potential upside is 15% or more. A 'Neutral' recommendation indicates that potential upside is less than 15% or 
downside is less than 5%. A 'Reduce' recommendation indicates that potential downside is 5% or more. A rating of 'Suspended' indicates that the rating and 
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Securities and/or companies that are labelled as 'Not rated' or shown as 'No rating' are not in regular research coverage of the Nomura entity identified in the 
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recommendation. A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
neutral absolute recommendation. A 'Bearish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under 
coverage is) a negative absolute recommendation. 
  
Explanation of Nomura's equity research rating system in Japan published prior to 6 January 2009 (and ratings in Europe, Middle 
East and Africa, US and Latin America published prior to 27 October 2008) 
STOCKS 
A rating of '1' or 'Strong buy', indicates that the analyst expects the stock to outperform the Benchmark by 15% or more over the next six months. A rating of 
'2' or 'Buy', indicates that the analyst expects the stock to outperform the Benchmark by 5% or more but less than 15% over the next six months. A rating of 
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Sources; Global Emerging Markets: MSCI Emerging Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published prior to 30 
October 2008 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair Value - Current Price)/Current Price, subject to limited 
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