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Multiple drivers for outperformance 
We met the top management of Endurance Technologies (ETL). There 
are multiple triggers for it to continue outperforming India 2Ws, driven 
by (1) penetration in scooters (34% of India 2Ws vs. 8% of ETL sales), 
(2) upcoming ABS/CBS norms (huge FY20 opportunity), (3) speedy  
in-roads into Hero & Honda (~60% of India 2Ws vs. <15% of ETL’s 
India sales), and (4) content increase across products (scooter front fork, 
disc brakes, high-end exports, machined castings, etc.). European 
operations are equally exciting with opportunities in hybrid/electric PVs.  
 
ETL remains our top pick in India Autos and we see it as the best way to 
play India 2Ws. Given the revenue/margin triggers, we expect 
earnings to compound >20% over next 3-4 years. Reiterate BUY with 
TP of Rs 1,550 (15x FY20E EV/EBITDA). 
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CMP : Rs 1,221 
Potential Upside : 27% 
        
  
MARKET DATA  

No. of Shares : 141 mn 

Free Float : 17% 

Market Cap : Rs 172 bn 

52-week High / Low : Rs 1,338 / Rs 535 

Avg. Daily vol. (6mth) : 78,249 shares 

Bloomberg Code : ENDU IB Equity 

Promoters Holding : 83% 

FII / DII : 10% / 4% 

 

India (70% of consolidated sales) 
Implementation of ABS/CBS norms – a significant opportunity: Upcoming safety regulations are compulsory for all 

new/existing 2W models post April 2018/19. ETL has entered into a license and technical assistance agreement with 

BWI USA (ex-Delphi) for development of 2W ABS and will mainly compete with Bosch, Continental. ETL hopes to gain 

market share given its relatively low cost of manufacturing. The locally manufactured product is expected to be ready by 

mid-FY19 (6 months before deadline for existing 2Ws) with initial capacity of 500k p.a.   

 

ETL already manufactures CBS and the product is under validation with OEMs. ETL's strength in disc brakes (>25% 

market share) is not only an advantage going into the safety norms, but also makes it a direct beneficiary of the rising 

penetration of disc brakes in the industry (in both motorcycles and scooters) 

(Continued on page 2…)   

 
Financial summary (Consolidated) 
Y/E March   FY17 FY18E FY19E FY20E 

Sales (Rs mn) 54,639 62,799 74,324 96,702 

Adj PAT (Rs mn) 3,303 4,144 5,327 7,427 

Con. EPS* (Rs) - 30.0 37.4 47.9 

EPS (Rs) 23.5 29.5 37.9 52.8 

Change YOY (%) 10.3 25.5 28.6 39.4 

P/E (x) 52.0 41.5 32.2 23.1 

RoE (%) 20.8 21.7 22.8 25.5 

RoCE (%) 21.4 25.6 28.8 33.9 

EV/E (x) 23.8 19.5 15.8 11.7 

DPS (Rs) 2.5 3.0 3.5 4.0 

Source: *Consensus broker estimates, Company, Axis Capital 

 
 

Key drivers 
(%) FY18E FY19E FY20E 

India revenue growth 17.3  21.8  37.6  

Europe revenue growth 9.5  9.8  8.8  

Consol EBITDA margin 13.9  14.2  14.3  

 

Price performance 
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Endurance enjoys high share of business with Bajaj Auto and Royal Enfield (RE) and 

the low hanging fruits were entry into Hero Motocorp and deeper inroads with 

Honda 2W. Its content per vehicle supplied is 16-18% (of ex-factory price) with 

Bajaj, 10-12% with RE vs. 5-6% for Hero and Honda 2Ws 

 Product-wise, customer-wise penetration 
Bajaj Auto Honda 2W Hero Royal Enfield TVS Motor Yam aha

Production m arket share 16% 25% 33% 3% 14% 5%

Contribution to ETL India revenue 48% 13% 1% 10% 0% 5%

Casting      
Suspension      
Transm ission      

Brakes      
  = Supplies to start soon   = Future potential to supply

 
Source: Company, Axis Capital 

 

New order wins across product segment and customers 

♦ Castings (45% of India revenue): ETL has received orders for supply of 

machined castings to Getrag (transmission supplier to Ford). It is also actively in 

talks for supply of machined castings to India PV manufacturers. As the share of 

machining in the India casting business goes up, it will improve the India 

margin further 

♦ Suspension (35% of India revenue): ETL has received new export orders for 

supply of high-end inverted front forks and mono shock suspension to KTM 

Europe for its mid-size motorcycles. This is in addition to its current supplies to 

KTM’s India production. In India scooters, it is already supplying front forks to 

HMSI’s newly-launched 125cc scooter, and the bigger opportunity (expected 

next year) is the shift from shock absorber to front forks in the Activa 110 cc 

(India’s largest selling scooter). This will drive ~4x increase in scooter content   

♦ Transmission (8% of India revenue): ETL has won new orders for supply of CVT 

to Hero’s scooter production at its Halol plant in Gujarat. Its CVT is also under 

approval stage with HMSI. Within Bajaj Auto (where ETL already has high 

share of transmission), ETL will start supply of paper-based clutch instead of 

cork-based, which shall further improve the content per vehicle  

♦ Braking (8% of India revenue): (1) New order wins for supply of rear disc 

brakes to Bajaj Auto and Kawasaki for >180cc motorcycle; (2) It will also start 

supplies of disc brakes to HMSI from Q4FY18 

Rising scooter penetration: Scooters account for 8% of ETL’s revenue vs. 34% for the 

industry. The reason for the relatively lower scooter penetration is that two of its 

main customers (Bajaj and RE) don't have scooter in their portfolios. However, ETL's 

scooter revenue will grow much faster than its motorcycle revenues as it gains share 

with HMSI, Hero and Yamaha. From a product point of view, the shift to scooter 

front fork, supplies of scooter CVT and rising disc brake penetration in scooters is 

an additional lever for scooter share to increase. 
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Vendor sourcing strategy: ETL has over last decade outsourced ~65% of its raw 

material requirements. It now only manufactures critical components and the final 

product assembly (implemented TPM). This strategy has twin benefits: (1) lower 

capex for ETL and (2) lower manufacturing overheads as vendor cost base for such 

products is lower than ETL. RoCEs have consequently improved from ~20% earlier 

to >23% currently 

Aluminium casting exports: ETL is the largest die-casting company in India. The 

growth drivers are increase in aluminium casting requirement due to light-weighting 

coupled with higher value-add as share of machined castings increase across 

segments. Its recent order wins with Getrag (largest supplier of PV/CV transmission 

globally) has also been driven by inputs from ETL’s European division (which 

specializes in high-end machined castings). ETL targets to double revenues from 

current Rs 750 mn over next 2-3 years 

Large size 4W machined castings: ETL supplies castings to few Indian 4W OEMs. 

This accounts for ~9% of India sales. Going ahead, leveraging on its experience in 

Europe, the company plans to increase its share of large-sized machined castings 

with Indian 4W OEMs (supplies to players like Hyundai, Kia, Renault, Tata Motors, 

etc.) given low competitive intensity and relatively better profitability  

Aftermarket opportunities: With its 356 distributors/dealers (35 overseas), this is a 

major focus area for ETL. Aftermarket accounts for ~6% of India sales and has 

significantly higher margin (we reckon >20%) compared to the OEM business. 

Exports account for 38% of aftermarket sales. ETL exports to ~23 countries spread 

over Asia, LatAm, Africa and Middle East. Aftermarket has posted 14% CAGR over 

FY14-17 and the management guides for a minimum >15% CAGR going ahead.  

Focus on R&D: ETL typically spends 1-2% of sales on R&D. The main focus areas 

are new technologies that enable value engineering, light-weighting, and reduction 

of parts per component. It has 185 R&D personnel globally with 5 patents granted 

and 49 patents applied for. It will also be the first tier-1 supplier to have its own test 

track (in Aurangabad) which will help the company deliver first-time-right products 

to OEMs. 

Europe (30% of consolidated sales): 
The journey: ETL entered the European market in 2006 through the inorganic route. 

It gave the company a direct exposure to some of the largest European OEMs with 

aluminum castings (its stronghold in India). It started with revenue of EUR 80 mn 

and over last 10 years it has now reached EUR 237 mn. ETL has gradually 

diversified out of engine parts in Europe, by getting into transmission and body 

parts. Currently 40% of castings are for engine parts, 40% for transmission and 

20% for body parts. Almost 90% of castings are in machined form, which has 

helped ETL deliver EBITDA margin >17%. In ~70% of components supplied, ETL is 

the sole supplier. 

Customer diversification: ETL Europe derives 87% of business from its top 5 

customers: Fiat Chrysler Group (largest European customer at 46% of sales), 

Daimler, BMW, VW and GM. By 2020, these top 5 customers would likely be 90% 

of business, but the contribution of VW, Daimler and BMW would go up. VW in 
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particular would see an increased share (from 10% to >20%) backed by order wins 

from Porsche (for its Project-E) and a new order for a 1.4L gasoline engine which 

will go into VW’s hybrid vehicles. ETL’s exposure to the VW group was mainly with 

Porsche and Audi, but with this new 1.4L engine platform, the exposure would 

increase to other VW brands (Skoda, VW, Seat, etc.) as well.  

Hybrid/electric vs. ICE: Based on its conversations with global OEMs, ETL expects 

hybrid to be the future (over EVs) due to lower cost of ownership and almost similar 

emission levels. Over the next 8-10 years, 35-40% of PV production is expected to 

be internal combustion engine (ICE), 50% will be hybrid (a smaller ICE powering 

the battery) and the balance (10-15%) would be full electric. In its last order win of 

EUR 66 mn (total order book at ~EUR 300 mn), only 12% was for hybrid and EV. 

However, in its current negotiations (total order potential of EUR 177 mn), ~74% is 

for hybrid and EV.  

ETL is optimistic going into the hybrid and EV trend. The product life cycle for hybrid 

components (engine/transmission) is long (~20 years vs. 5/10 years for 

engine/transmission in ICE) since the major investment/upgrade areas are the 

battery and car infotainment. Furthermore, due to the need for light-weighting, the 

aluminum content is substantially higher (a Tesla at ~80% aluminum has almost 2x 

the aluminum contact as compared to an ICE PV). For ETL, 80% of its Europe 

castings are aluminum while the rest is steel and plastic.  

Inorganic plans: ETL is open to adding a fifth product segment and looking at 

inorganic growth in areas like technical tie-ups, new product segments (that caters 

more to hybrids/EVs), and opportunities that helps it expand customer base further. 

For now, it would like to follow the model of small acquisitions (EUR 20-40 mn size) 

where it can turn around the operations and increase size organically. The 

company would avoid large acquisitions because that could make it inherit high 

labor costs and old machinery, which could be a drag on profitability/return ratios 

going ahead.  

 Standalone revenue break up by product (%) 

Aluminum 

Castings
45

Suspension

35

Transmission

7

Brake

7

Aftermarket

5

 
Source: Company, Axis Capital 

  Consolidated revenue break up by product (%) 

Aluminum 

Castings
62 

Suspension

25 

Transmission
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Brake
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Aftermarket
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Source: Company, Axis Capital 
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Our view: 
ETL ticks all the boxes of what we like in an auto component firm: 

♦ High economies of scale – given that it’s the largest 2W auto component player 

♦ A one-stop-shop for OEMs – given its strong presence in 4 key products  

♦ Consistently outperformed underlying industry – historically outgrown 

motorcycles by 800 bps  

♦ Low hanging fruits for further outperformance – inroads into relatively untapped 

OEMs (Hero/Honda) and segments (scooters/India 4Ws)  

♦ Structural increase in content per bike – going into new regulations (ABS/CBS) 

and premiumization 

♦ Slew of proprietary products (aids pricing power) – backed by new 

technologies/R&D. Note its stable India margin of 12-13% across cycles 

♦ Diversified in terms of products/geography and diversifying speedily in terms of 

customers 

♦ A very promising aftermarket and overseas business  
 

We see ETL as the best way to play 2Ws in India. The ABS/CBS norms in 

particular are a tremendous opportunity for its braking division (FY20 onwards). ETL 

is on course to become a formidable player in the space given its cost advantage 

over foreign OEMs. Reiterate BUY with target price of Rs 1,550 (15x FY20E 

EV/EBITDA; slight premium to leading auto comp peers). 
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 Revenue break-up 
 

(Rs mn) FY16 FY17 FY18E FY19E FY20E 
India 36,596 38,657 45,351 55,223 75,999 

 - Growth % 4% 6% 17% 22% 38% 

Europe 15,709 17,082 18,705 20,537 22,343 

 - Growth % 12% 9% 10% 10% 9% 

Consolidated 52,304 55,739 64,055 75,759 98,341 

 - Growth % 6% 7% 15% 18% 30% 

India revenue break-up:           

Castings 45% 44% 43% 40% 33% 

Suspension 34% 34% 35% 35% 30% 

Transmission 8% 8% 8% 9% 8% 

Brakes 6% 7% 7% 9% 22% 

Aftermarket 6% 7% 7% 8% 7% 

EBITDA:           

India 4,383 4,549 5,779 7,351 10,395 

 - Margin % 12.0% 11.8% 12.7% 13.3% 13.7% 

Europe 2,413 2,844 3,117 3,436 3,709 

 - Margin % 15.4% 16.6% 16.7% 16.7% 16.6% 

Consolidated 6,796 7,393 8,896 10,787 14,104 

 - Margin % 13.0% 13.3% 13.9% 14.2% 14.3% 

PAT:           

India 2,087 2,215 2,832 3,811 5,759 

 - Growth % 15% 6% 28% 35% 51% 

Europe 908 1,087 1,311 1,516 1,669 

 - Growth % 27% 20% 21% 16% 10% 

Consolidated 2,994 3,303 4,144 5,327 7,427 

Adjusted EPS (Rs) 21.3 23.5 29.5 37.9 52.8 

 - Growth % 19% 10% 25% 29% 39% 

Consol Net Debt/Equity 0.6 0.4 0.3 0.2 0.1 

Consol RoCE (%) 21 20 24 27 32 
 

Source: Company, Axis Capital 
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Financial summary (Consolidated) 

Profit & loss (Rs mn) 

Y/E March   FY17 FY18E FY19E FY20E 

Net sales 54,639 62,799 74,324 96,702 

Other operating income 1,100 1,256 1,435 1,640 

Total operating income 55,739 64,055 75,759 98,341 

Cost of goods sold (32,280) (36,990) (43,951) (58,273) 

Gross profit 23,459 27,065 31,808 40,068 

Gross margin (%) 42.9 43.1 42.8 41.4 

Total operating expenses (16,066) (18,169) (21,022) (25,964) 

EBITDA 7,393 8,896 10,787 14,104 

EBITDA margin (%) 13.5 14.2 14.5 14.6 

Depreciation (2,905) (2,974) (3,231) (3,546) 

EBIT 4,488 5,922 7,555 10,558 

Net interest (323) (285) (227) (181) 

Other income 481 547 623 709 

Profit before tax 4,646 6,184 7,951 11,086 

Total taxation (1,343) (2,041) (2,624) (3,658) 

Tax rate (%) 28.9 33.0 33.0 33.0 

Profit after tax 3,303 4,144 5,327 7,427 

Minorities - - - - 

Profit/ Loss associate co(s) - - - - 

Adjusted net profit 3,303 4,144 5,327 7,427 

Adj. PAT margin (%) 6.0 6.6 7.2 7.7 

Net non-recurring items - - - - 

Reported net profit 3,303 4,144 5,327 7,427 

Balance sheet (Rs mn) 

Y/E March   FY17 FY18E FY19E FY20E 

Paid-up capital 1,407 1,407 1,407 1,407 

Reserves & surplus 15,887 19,537 24,288 31,057 

Net worth 17,293 20,943 25,694 32,463 

Borrowing 6,793 5,802 4,776 3,943 

Other non-current liabilities (182) (182) (182) (182) 

Total liabilities 23,905 26,564 30,289 36,225 

Gross fixed assets 20,052 24,002 27,702 31,402 

Less: Depreciation (5,070) (8,043) (11,275) (14,821) 

Net fixed assets 14,982 15,958 16,427 16,581 

Add: Capital WIP 438 438 438 438 

Total fixed assets 15,420 16,397 16,865 17,019 

Total Investment 327 525 1,774 3,397 

Inventory 4,438 5,206 6,070 7,650 

Debtors 7,609 7,837 9,193 11,737 

Cash & bank 2,199 3,637 4,711 7,010 

Loans & advances - - - - 

Current liabilities 11,005 12,310 13,988 16,683 

Net current assets 6,802 8,287 10,295 14,454 

Other non-current assets 1,355 1,355 1,355 1,355 

Total assets 23,905 26,564 30,289 36,225 

Source: Company, Axis Capital 

 

Cash flow (Rs mn) 

Y/E March   FY17 FY18E FY19E FY20E 

Profit before tax 4,646 6,184 7,951 11,086 

Depreciation & Amortisation 2,905 2,974 3,231 3,546 

Chg in working capital (890) (47) (934) (1,860) 

Cash flow from operations 5,410 6,808 7,229 8,586 

Capital expenditure (3,804) (3,950) (3,700) (3,700) 

Cash flow from investing (3,607) (3,601) (4,326) (4,614) 

Equity raised/ (repaid) - - - - 

Debt raised/ (repaid) (900) (991) (1,026) (833) 

Dividend paid - - - - 

Cash flow from financing (1,262) (1,770) (1,829) (1,673) 

Net chg in cash 541 1,438 1,074 2,299 

Key ratios 
Y/E March     FY17 FY18E FY19E FY20E 

OPERATIONAL                         

FDEPS (Rs) 23.5 29.5 37.9 52.8 

CEPS (Rs) 44.1 50.6 60.8 78.0 

DPS (Rs) 2.5 3.0 3.5 4.0 

Dividend payout ratio (%) 10.6 10.2 9.2 7.6 

GROWTH                         

Net sales (%) 6.6 14.9 18.4 30.1 

EBITDA (%) 8.8 20.3 21.3 30.8 

Adj net profit (%) 10.3 25.5 28.6 39.4 

FDEPS (%) 10.3 25.5 28.6 39.4 

PERFORMANCE                         

RoE (%) 20.8 21.7 22.8 25.5 

RoCE (%) 21.4 25.6 28.8 33.9 

EFFICIENCY                         

Asset turnover (x) 2.6 2.8 3.2 3.9 

Sales/ total assets (x) 1.6 1.7 1.8 2.0 

Working capital/ sales (x) 0.1 0.1 0.1 0.1 

Receivable days 50.8 45.5 45.1 44.3 

Inventory days 33.5 34.4 34.1 33.1 

Payable days 65.2 64.4 62.8 59.1 

FINANCIAL STABILITY                         

Total debt/ equity (x) 0.4 0.3 0.2 0.1 

Net debt/ equity (x) 0.3 0.1 (0.1) (0.2) 

Current ratio (x) 1.6 1.7 1.7 1.9 

Interest cover (x) 13.9 20.8 33.3 58.3 

VALUATION                         

PE (x) 52.0 41.5 32.2 23.1 

EV/ EBITDA (x) 23.8 19.5 15.8 11.7 

EV/ Net sales (x) 3.2 2.8 2.3 1.7 

PB (x) 9.9 8.2 6.7 5.3 

Dividend yield (%) 0.2 0.2 0.3 0.3 

Free cash flow yield (%) 0.9 1.7 2.1 2.8 

Source:  Company, Axis Capital 
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