2 BONANZA WEALTH MANAGEMENT //
RESEARCH Bonanza
@)

CMP : Rs.483.0
17 September 2024 ITjjgje"f“e e

P rl = Ol L-I-d 2 B U Y Stop Loss  : Rs.438.0 (Closing basis)

Investment Thesis

e The Driver Information System (DIS) displays real-time changes in the vehicle, such Market Cap (Rs. Mn) 58,868.8
as speed, engine RPM, fuel level, navigation support, and warning indicators.
Globally, Pricol is the 2nd largest instrument cluster manufacturer globally for 2/3- Market Cap ($ Mn) 702.20
wheeler application. It has strong foothold in various segments: 50% in 2Ws, 70% .
in CVs, 50% in tractors, 0% in off-road vehicle (ORV), and 7% in PVs. Pricol is a key ) 121.88
supplier of telematics in fractors and ORV. Migration to digital instrument clusters Avg. Volume (3 month) 5,23,157
from mechanical cluster, driven by BS-VI emission standards, has increased the
vehicle content. Digital consoles are now being fitted even in mass-market 2Ws 52-Week Range (Rs.) 542.50/310.90

and entry-level cars by OEMs. The DIS segment constitutes ~70% of total
consolidated revenue.

Stock Data

e The Actuatfion Confrol & Fluid Management Systems (ACFMS) segment 9

confributes ~30% to the total consolidated revenue in FY24. The water, oil, and Shareholdlng Pattern

fuel pumps confribute to around 60-70% of the total revenues of the segment. Promoters 38.51%
Pricol manufactures fuel pump modules for precise fuel delivery and oil pumps

for ideal lubrication. Pricol is mitigating the risk faced by 2Ws ICE engines (~6% of Flls 15.01%
sales) due to EV adoption by focusing on value-added offerings for ORV and Institutions 16.45%
construction equipment and components specific to EVs. ACFMS has a

contribution of about 90% to the exports in FY23, owing to China +1 strategy by Others (incl. body corporate) 30.03%

OEMs. Management has revised its export target from 20% to 10% Exports
(currently at 8%) due to the weak economic conditions in USA and Europe but
management expects a recovery by FY26.

e Pricol currently has five major strategic partnerships: 1) Pricol and Sibros have

partnered to strengthen Pricol's position in DIS and telematics using Sibros' cloud Div Yield 0.0%
platform for OTA updates, vehicle data analytics, and diagnostics for OEMs 2) :
Pricol has partnered with BMS PowerSafe to manufacture and sell Battery TTM PE 38.2x
Management Systems (BMS), reinforcing its EV offerings by licensing the

technology and manufacturing the complete BMS units in-house locally in India — 18.9%
3) Pricol has partnered with Heilongjiang Tianyouwei Electronics (TYW) for TTM EPS (Rs.) 12.7/-
advanced technologies such as e-cockpit and Heads-up Displays in DIS Solutions

4) Pricol has partnered with CGI studio for Human Machine Interface (HMI)
Solutions, enabling shorter lead times and cost-effective solutions 5) Pricol and
PSG Institutions launched a Center of Excellence for micro motors, robotics, and
Al-based technology.

« New products to be launched include disc brakes, electric coolant pumps, and LG ek TR () M oM 1¥r
electric oil pumps. Disc brake production will start in Q4FY25. Electric coolant ABSOLUTE (4.9%) 36.6% 44.1%
pumps were launched in Q3FY24 with Tata Motors and Ashok Leyland.

. o NIFTY 500 (5.8%) 8.7% (13.2%)

Financials

« Pricol’s consolidated revenue from operations for Q1FY25 grew at 6% QoQ / 15% 600 1
YoY to Rs.619.93Crs, primarily driven on the back of strong 2Ws industry growth 500 H
which was topped up by premiumization which is aftributed primarily o the DIS 400 -
segment. FY24 consolidated revenue stood at Rs.2,272Crs grew by 16% YoY. 300 4

Particulars FY25E  FY26E 2009

Revenue (Rs.inCrs.) | 1,413 | 1,545 [ 1,959 [2272 | 2658 |3,176 100 1

EBITDA (Rs. in Crs.) 189 183 229 273 348 424 s A A A
PAT (Rs. in Crs.) 42 51 125 141 194 246 B S
Adj. EPS (Rs.) 3.4 42 10.2 1.6 15.6 20.73 8823882338 8 3
ROE (%) 3.4 9.3 18.0 18.9 20.6 21.1 )

PE () 1421 | 1150 | 474 |416 |310 |233 ———Pricol Ltd.  ===NIFTYAUTO

Stock Performance




e In QIFY25, EBITDA grew by 8.6% QoQ / 24.5% YoY basis, reaching to
Rs.80.48Crs. EBITDA margin witnessed an uptick of 29bps QoQ / 95bps YoY to
13.0%. The growth in margins could be attributed to gross margin expansion
and strong control over other manufacturing expenses.

e Pricol aims to contfinue margins at the same levels as Q1FY25 at 13%.

o Adjusted PAT grew by 9.8% QoQ / 42.6% YoY to Rs.46Crs in QI1FY25,
supported by reduction in finance costs YoY.

e The company has not reported any developments regarding inorganic
expansion; however, they are currently reviewing several prospects.

Key Business Highlights

e Pricol is engaged in the business of manufacturing and selling of instrument
clusters and other dalied automotive components to OEMs and
replacement. Pricol operates mainly in two segments Driver Information
System (DIS) and Acutation, Control and Fluid management Systems
(ACFMS). Pricol has 8 manufacturing facilities across India, 1 manufacturing
plant in Jakarta, Indonesia, with 2 international offices in Tokyo and
Singapore.

e Pricol is the 2nd largest instrument cluster maker globally for 2Ws in terms of
volumes next to Nippo Seiki and Co. Ltd., Japan. Pricol also holds ~50%
market share in the domestic 2Ws instrument cluster business.

e Pricol had announced a capex of Rs.~600Crs for FY23 to FY25 wherein
~Rs.150Crs spent in FY23, ~Rs.200Crs utilised in FY24 and ~Rs.200Crs is
earmarked for FY25. Pricol’s current capacity ufilization is currently at ~85%
and they are currently expanding their capacity in their Pune plant.

e Post FY20, Pricol significantly reduced debt and a robust jump in operating
profits through exponential growth in content per vehicle and addition of
new products. This has led to the return ratios rising to sustainable 18% levels.

» Management is confident of expanding its EBITDA margins to 13.5% in FY25
(currently at  12%) through ongoing cost optimization, productivity
improvement, and a shift foward higher-margin products.

e Pricol's net D/E is at 0.06x level and has always remained low - below 1x -
due toits efficient cash flow generation and timely repayment of debt. Pricol
has been generating robust free cash flow for the past 5 years, which will
largely take care of capex, keeping debt levels low.

» Due to weakness in the US market, the management has cut the organic
revenue guidance to Rs.3,200Crs (vs. Rs.3,600Crs earlier) and also lowered its
exports contribution to 8-10% (vs. 20% earlier) due to weak economic
condifions in the US & Europe.

e The PLI scheme has allocated Rs.25,938Crs for the automotive sector,
incentivizing domestic manufacturing of Advanced Automotive Technology
(AAT) products. Pricol is approved for the scheme, along with 94 other
applicants. Incentives are available for AAT product sales in India from April
1, 2022, for 5 years.

Valuation

Pricol is all set for strong growth based on favorable industry frends in the two-
wheeler sector, besides increasing vehicle content with a shift towards
premiumization. The firm is also evaluating inorganic growth opportunities to
overcome cyclicality in the industrial business segment, aside from the two-
wheeler business segment, which could add high-margin products fo its
portfolio. Hence, we assign a BUY rating to Pricol Lid. (Pricol) and value at 29.4x
FY26E EPS of Rs. 20.73 to arrive at a target price of Rs. 610, an upside of 26.2%.

Risk & Concern

e Pricol's revenue heavily depends on domestic OEMs, especially in the 2Ws
segment, making it vulnerable to cyclical shifts in automotive demand.

e Pricol's high import dependence exposes it to forex risk and increased costs
during volatile periods.

e Delay in new product launches.

Graphs & Charts
Figure 1: Net Sales Trend
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Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: Revenue Mix (Q1FY25)
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Figure 4: Segment-wise Revenue (Q1FY25)

10%

m 2-Wheelers
= Commercial Vehicle
M Passenger Vehicle

M Tractors & Off-Road
Vehicles




N Digitally signed b
xszﬁmv Sangal SDr‘.esl)llg::;I::% Analyst A N U B H AV A;\? lng Hii/lgsr;\eNG Ay|_
Date: 2024.09.17
SA N GA L 11:39:34 +05'30'

Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has faken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of interest at the fime of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the
Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed to be fair and
correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the attention of the sender. Preparation of this research report does not constitute a personal
recommendation or take info account the particular investment objectives, financial situations, or needs of individual clients. Past
performance is not a guide for future performance. This Report has been prepared on the basis of publicly available information,
internally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only
base for any market transaction; however this data is representation of one of the support document among other market risk criterion.
The market participant can have an idea of risk involved to use this information as the only source for any market related activity. The
distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes, should observe,
any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively to improve & enhance the
fransparency and should not be treated as endorsement of the views expressed in the analysis. The price and value of the investments
referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd or its directors, employees, affiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While 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 M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in time
horizons for which recommendations are made. Research entity has not been engaged in market making activity for the subject
company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the Subject Company or third party in connection with the research report.
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