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Suprajit Engineering Ltd.

Result Highlights

 Suprajit's 3Q is not comparable as Phoenix has been consolidated this quarter while we do not have comparable numbers

from the prior period.

 Standalone revenues have risen 13%, EBITDA is up 24% while profits are up 27%.

 Consolidated results have recieved a boost from Phoenix acquisition with 60% revenue growth and 88% profit growth.

 Gross margin expansion aided 60bps rise in EBITDA margins, while standalone margins have risen 170bps.

   Acquisition cost of INR1cr is factored into 3Q earnings, while INR7cr of gains on MF sales are also factored in.

  Numbers are higher than our estimates and we have raised FY16 earnings by 10%

Shares O/s (cr) 12.0

52-W H/L Range (INR) 170/ 109

1/6/12m Rel. Perf. (%) 3 / 13 / 24

Market Cap. (INRCr) 1680

Market Cap. (US$ m) 251

3QFY16 Result Update | Sector: Auto

Valuation and view

 Exports growth to be back-ended in FY15-FY17E: Supplies to premium customers such as BMW for their plant in Germany

(25% of subsidiary revenues) speaks volumes of the company's quality of operations \ product.  This business is likely to

see a robust pace of growth in FY17 as the company ramps up supplies to some clients. Also, OEMs internationally and

especially in EU have held up new model launches until the sitution and sentiments improve and hence we expect back-

ended gains for Suprajit's exports business.

 Raising capacity: The company is raising capacity to 225 M cables from 150M cables. This 50% capacity hike will come in

at 3 plants within the next 6-9 months and drive growth in future years.

 Acquisition of Phoenix Lamps: Suprajit bought 61.88% of Phoenix Lamps from PE funds @INR89/share and negligible

quantity in the open offer. Suprajit get 82million units capacity with 75% utilization+Deeper relationship with existing

customers in the two wheeler and 4 wheeler space+~80% market-share in 2&3wheeler, 51% market-share in car business

and 50-71% in HCV segment; The Phoenix acquisition brings in a new product line. These two products find wide usage

across the Auto space and hence will bring in more Revenue/vehicle and Revenue/Customer. OEM as well as after-

market sales present opportunities for cross-sales.

 Our FY16 earnings now factor in impact of the acquisition. We do not see meaningful gains until full integration and cross-

selling benefits accrue, which we are not factoring into our earnings.

 Rolling over TP to FY18: We are rolling over our target price to FY18 and recommend to Accumulate Suprajit for a target of

INR 190 (20xFY18E EPS). We see scope for upgrades as valuations will rise as 1) we get closer to FY18 and hence get

more clarity on FY18 earnings or 2) see an uptick in Phoenix Lamps performance or 3) see the 2-wheeler industry in India

coming back to double digit growth on good monsoons + Pay Commission Payout.
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YEAR SALES RPAT A.EPS EPS PE P/BV EV/EBITDA Div yld ROE ROCE

END (INRCr) (INRCr)  (INR) Gr.(%) (X) (X) (X) (%) (%)  (%)

FY15A 612 50 4.2 -1 33.4 7.0 18.2  0.8  23  24

FY16E 910 71 5.9 41 23.7 5.7 11.8  0.9  27  33

FY17E 1,133 90 7.5 27 18.7 4.6 9.7  1.1  27  35

Ravi Shenoy (ravi.shenoy@MotilalOswal.com); Tel: +91 22 30896865

INR Cr. (Cons) QE Dec-14 QE Sep-15 QE Dec-15 % y/y % q/q

Revenue 163 262 261 60% -1%

Expenditure 138 223 219 59% -2%

EBITDA (excl. Other inc.) 25 39 42 66% 7%

Other Income 1 2 8 530% N.A.

Interest 4 6 6 39% -4%

Depreciation 3 5 4 65% -13%

Profit before tax 20 30 39 102% 32%

Tax 8 10 14 86% 40%

Minority Interest 0 1 3 N.A. N.A.

RPAT 12 18 23 88% 23%

EBIDTA (%) 15.5 14.9 16.1

Tax rate (%) 38.8 33.7 35.8

Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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