Prabhudas  Amara Raja Batteries
Lilladher Telecom vertical impairs margins

May 20, 2010 B Results below expectations: Amara Raja Batteries (ARBL) reported a 30.9%
growth in its top-line at Rs4.3bn in Q4FY10, mainly led by strong sales in the E
automotive segment. However, due to pricing pressure in the telecom vertical [N
Rating Accumulate (which accounts for 30% of the topline), EBITDA margins declined by 350bps to -8_
Price Rs164 stand at 14.6%. At the same time, the raw material cost increased by 480bps YoY [®)
Target Price Rs173 at 66.1% of net sales in Q4FY10. As a result, EBITDA growth was muted at 5.9% at [l
) ) Rs634m. On a sequential basis, EBITDA margins declined by 420bps QoQ on c?)
Implied Upside 5-7% account of higher lead prices and a slowdown on the telecom side of the [
sensex 16,408 business. As a result, Adj. PAT grew by 7% YoY at Rs337m (we expected Rs360m). g
(Prices as on May 19, 2010) B FY10 performance: ARBL’s automotive battery division revenues grew by 18%, ;
whereas the industrial battery division witnessed a double-digit growth in the QFNE
volumes. As a result, the top-line grew by 11.2% YoY at Rsl4.7bn, whereas the g’
Trading Data Adj. PAT grew by 37.6% at Rs1.5bn for FY10.
Market Cap. (Rs bn) 14.0 . . . .. . .
B Revision in our estimates: We are revising our earnings estimates downwards by
Shares o/s (m) 85.4 6% each for FY11E and FY12E to take into account the pricing pressure in the
Free Float 47.94% telecom vertical.
3M Avg. Daily Vol (‘000) 321.7

B Capitalizing on opportunities in the medium & small VRLA batteries: UPS, a
3M Avg. Daily Value (Rs m) 55.3 3.5m unit industry, is growing at 16-18%, with ARBL growing at 30%+ in volume
terms. As a result, the Medium VRLA capacity (mainly UPS) was enhanced from
1.2m to 1.8m units p.a. in FY10. The motorcycle batteries, with breakthrough
VRLA technology, have been well accepted by the customers. ARBL is looking at
expanding its small VRLA battery capacities further by ~30% to 2.4m units.

Major Shareholders

Promoters 52.06% B  Strong balance sheet to support better valuations: ARBL has maintained a
Foreign 4.17% strong balance sheet with the return ratios in excess of 25% for the past few
. .

Domestic Inst. 13.91% years. We expect revenues to grow e_lt a CAGR of 19.8% and net_proflt_to grow at
. a CAGR of 12.9% for FY10-FY12E period. At the CMP, the stock is trading at 8.6x

Public & Others 29.86% . . . . Lo
and 7.1x its FY11lE and FY12E earnings estimate, respectively. Maintain

‘Accumulate’.

Key financials (Y/e March) FYO09 FY10E FY11E FY12E

Stock Performance Revenues (Rs m) 13,196 14,674 17,840 21,065
Growth (%) 21.8 11.2 21.6 18.1

(%) M 6M 12M  EBITDA (Rs m) 2,060 2,895 2,997 3,574
Absolute (10.4)  (13.4) 96.9  PAT (Rs m) 1,127 1,549 1,630 1,976
Relative .5 9.9) 796 EPSQR) 13.2 18.1 19.1 23.1
Growth (%) 23.8 37.5 5.2 21.2
Net DPS (Rs) 0.8 2.9 2.5 3.0

Source: Company Data; PL Research

Price Performance (RIC: AMAR.BO, BB: AMRJ IN)

Profitability & valuation FY09 FY10E FY11E FY12E
Rs) EBITDA margin (%) 15.6 19.7 16.8 17.0
190 1 ROE (%) 30.5 32.6 26.9 26.9
170 1 ROCE (%) 25.2 36.5 35.4 35.9
150 1 EV / sales (x) 1.2 1.0 0.8 0.7
130 1 EV / EBITDA (x) 7.8 4.9 4.7 3.8
110 PE (X) 12.5 9.1 8.6 7.1
90 P/ BV (X) 3.5 2.6 2.1 1.7
70 4 Net dividend yield (%) 0.5 1.8 1.5 1.8
50

Source: Company Data; PL Research
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Amara Raja Batteries

Q4FY10 Result Overview (Rs m)
Y/e March Q4FY10 Q4FY09 YoY gr. Q3FY10 FY10 FY09 YoY gr.
(%) (%)
Net Sales 4,333 3,311 30.9 3,675 14,674 13,196 11.2
Expenditure
Raw Material 2,864 2,030 41.0 2,216 8,821 8,692 1.5
% of Net Sales 66.1 61.3 60.3 60.1 65.9
Salaries & Wages 163 143 14.6 161 624 516 20.9
% of Net Sales 3.8 4.3 4.4 4.3 3.9
Other Exp. 672 539 24.7 605 2,334 1,928 21.1
% of Net Sales 5.5 16.3 16.5 15.9 14.6
Total Expenditure 3,699 2,712 36.4 2,982 11,779 11,136
EBITDA 634 599 5.9 692 2,895 2,060 40.5
EBITDA Margin (%) 14.6 18.1 (19.1) 18.8 19.7 15.6
Depreciation 104 100 4.6 117 429 346 24.3
Net interest 6 49 (88.1) 6 68 182 (62.9)
Non Operative Income 6 6 6 28 16 70.7
Exceptional (30) 34 (38) (121) 322
PBT 560 422 32.9 614 2,546 1,226 107.7
Total Tax 193 141 215 876 422 107.7
Tax Rate (%) 34.5 33.5 35.1 34.4 34.4
Rep. PAT 367 280 30.9 399 1,670 804 107.7
Adj. profit 337 315 7.0 361 1,550 1,127 37.6
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Buy Accumulate Reduce Sell

PL’s Recommendation Nomenclature

BUY : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient
only as information and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of

PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently
verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of

whatsoever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice

should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act
as principal or engage in transactions of securities of companies referred to in this report and they may have used the research material prior to

publication.
We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.
For Clients / Recipients in United States of America:

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for
informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information
provided herein unless agreed to by all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888.




