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About the Company:

Q1FY24 Results Update:

We had initiated coverage on L.G Balakrishnan on 13th September 2022 at ₹ 774 with a
buy rating, we believe the company is capitalizing on the shift in the trend from ICE to EV.
But as of now, EV demand has not seen any growth in Q1 for the OEM’s. The next growth
trigger would be expanding the product portfolio into the overseas market using the
industrial chain segment with CAPEX lined up for the next 5 years which has been delayed
by 5-6 months due to floods. However, we continue to remain positive on company’s
long-term growth story. Based on our assessment, with a current PE ratio of 10.88x on
FY25E EPS, we recommend investors to HOLD and use any dip as an opportunity to
accumulate more with a target of ₹ 1312 over the next 12- 24 months.

L.G. Balakrishnan & Bros Ltd is a major manufacturer of chains, sprockets, and metalformed
parts for automotive applications. The company’s manufacturing is divided into 2 business
segments - transmission, metal forming, and others. Presently, the company has 27
manufacturing locations across India in Coimbatore, Karur, Mysore, Bangalore, Pune,
Gurugram, Chennai, Uttarakhand, and Alwar, and 1 plant in the USA. It stands as the premier
manufacturer of automotive chains under the popular brand name 'ROLON' and also caters
to export, aftermarket, and spares segments.

The company reported single-digit topline growth in Q1FY24, with revenues reaching ₹ 539
Cr, a 3% increase both quarter-on-quarter (QoQ) and year-on-year (YoY). There has been a
decline in EV sales, which impacted company’s topline growth. However, this growth was
overshadowed by the impact of rising raw material and employee costs, which affected the
EBITDA and PAT margins.

The EBITDA for Q1FY24 stood at ₹ 88 Cr, representing a 2% decline QoQ, but a 3% increase
on YoY basis. The EBITDA margin for the quarter was 16.27%, down from 17.11% in March
2023 but slightly better than 16.33% in June 2022. 

The PAT for Q1FY24 amounted to ₹ 55 Cr, showing a 2% growth QoQ but a 5% decline
YoY. The PAT margin for the quarter was reported at 10.30%, which was slightly lower than
the 10.42% in March 2023 and 11.21% in June 2022. The company's net profit was affected
by the same cost factors impacting EBITDA, resulting in a challenging financial quarter.

Company Updates and Management Guidance:
• The growth target is set at 10%, and achieving 8-9% growth is deemed feasible.
• The margin is expected to be around 17%.
• The Nagpur plant's commissioning is facing a delay of 5-6 months and is now projected to
be completed by December 2023E.
• The company anticipates exports to contribute approximately 12% to the total revenue.
• Approval for the RSAL plant is still pending and awaited.
• The promoter stake is expected to increase to 42%.
• The existing products are projected to continue generating revenue for the next 10 years.
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FINANCIAL OVERVIEW:

FINANCIALS

Particulars (in ₹ Cr) Qtr Ended
Jun-23

Qtr Ended
Jun-22

YoY

Revenue from Operations

Expenses:

Cost of Raw Materials

Employee Expense

Other Expense

Total Expense

EBITDA

EBITDA Margin

Other Income

Depriciation

EBIT

EBIT Margin

Intrest

PBT

Tax

PAT

PAT Margin

EPS

539

 

251

84

117

451

88

16.27%

10

18

79

14.64%

1.71

77.15

21.70

55.45

10.30%

17.66

3%

 

3%

9%

4%

3%

3%

-0.33%

177%

-6%

14%

10.73%

43%

14%

134%

-5%

-8.18%

-5%

Qtr Ended
Mar-23

QoQ

521
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113
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85

16.33%

3

20

69

13.22%

1.20

67.69

9.28

58.41

11.21%

18.57

523

0

217

77

111

434

89

17.11%

8

20

77

14.79%

2.32

75.04

20.51

54.52

10.42%

17.33

3%

 

16%

9%

5%

4%

-2%

-4.90%

19%

-9%

2%

-1.00%

-26%

3%

6%

2%

-1.24%

2%
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Analyst) Regulations, 2014 having Registration no. INH00000552. MEL is a registered broker with the Securities & Exchange Board of India (SEBI) and registered with National Stock
Exchange of India Limited and BSE Limited in cash and derivatives segments, Multi Commodity Exchange of India (MCX), National Commodity & Derivatives Exchange Ltd. (NCDEX)
for its stock broking activities & is Depository participant with Central Depository Services Limited (CDSL), is registered with SEBI for providing PMS services and distribute third party
PMS product and also member of Association of Mutual Funds of India (AMFI) for distribution of financial products.
MEL a “Research Entity” under SEBI (Research Analyst) Regulations 2014 has independent research teams working with a Chinese wall rule with other business divisions of MEL as
mentioned above.
MEL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities Market. MEL, its associates or Research
analyst or his relatives do not hold any financial interest in the subject company. MEL or its associates or Research analysts do not have any conflict or material conflict of interest at
the time of publication of the research report with the subject company. MEL or its associates or Research Analyst or his relatives do not hold beneficial ownership of 1% or more in
the subject company at the end of the month immediately preceding the date of publication of this research report.
MEL or its associates or Research analyst has not received any compensation / managed or co-managed public offering of securities of the company covered by Research analyst
during the past twelve months. MEL or its associates have not received any compensation or other benefits from the company covered by Research analyst or third party in
connection with the research report. Research Analyst has not served as an officer, director or employee of Subject Company and MEL / Research analyst has not been engaged in
market making activity of the subject company.
This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. MEL is not soliciting any action
based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. In
preparing this research, we did not take into account the investment objectives, financial situation and particular needs of the reader. This research has been prepared for the general
use of the clients of MEL and must not be copied, either in whole or in part, or distributed or redistributed to any other person in any form. If you are not the intended recipient you
must not use or disclose the information in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same
time. MEL will not treat recipients as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident
in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject MEL & its group companies
to registration or licensing requirements within such jurisdictions.
The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date
and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. MEL or any of its affiliates or employees shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. MEL or any of its affiliates or employees do not
provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability,
fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations.
This information is subject to change without any prior notice. MEL reserves its absolute discretion and right to make or refrain from making modifications and alterations to this
statement from time to time. Nevertheless, MEL is committed to providing independent and transparent recommendations to its clients, and would be happy to provide information in
response to specific client queries.
Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice is appropriate in
light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an
individual security may even become valueless. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of MEL accept
any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it may
be noted that neither MEL, nor its directors, employees, or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost
revenue or lost profit that may arise from or in connection with the use of the information contained in this report.
Analyst Certification: Research Analyst the author of this report, hereby certify that the views expressed in this research report accurately reflects my personal views about the subject
securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the Research analyst was, is, or will be directly or indirectly related to the
inclusion of specific recommendations or views in this research. The Research analyst is principally be responsible for the preparation of this research report and has taken reasonable
care to achieve and maintain independence and objectivity in making any recommendations.

Msearch’s Recommendation (Absolute Performance)
 Buy: > 20% within the next 12 Months

Accumulate: 5% to 20% within the next 12 Months
Sell : < -20% within the next 12 Months
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