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RESULT UPDATE

Feb-19
Cmp Rs. 486
Target Rs: 571

Dec Quarter Result Update:

BFL’s Q3FY19 has delivered good results supported by robust operational performance on volume growth
and average realization front.

Improvement in operational performance: Bharat Forge Ltd (BFL) had a great Q3, growth in sales by 21.7%
YoY to Rs 1690 Cr was observed driven by volume growth and supported by strong growth in industrial
segment especially Oil & gas segment, aerospace and defence. Increase in the EBITDA margins were observed
which expanded by 113 bps YoY to 31.05% mainly due to improvement in RM cost and lower staff cost on
favourable segmental diversification. Bottom line showed growth of 36.08% YoY increasing from Rs 228 Cr to
Rs 310 Cr.

Robust Order book: BFL secured new good orders be it domestic and export orders. Orders are worth $6.5 bn
from the Commercial Vehicle and Industrial sector. Management expects to deliver these orders in FY20E.
Management has also guided that company currently has healthy order book in US class 8 truck segment which
is sufficient to report marginal growth in the segment compared to CY18. So, any incremental orders received
by BFL will be an added advantage. BFL has started supplying aluminium forging components (Chassis) to
various OEMs and maintains strong outlook in the medium term on this division. It has strong visibility for
Aluminium forging components and has also got new exports orders.

Capacity Expansion to aid growth: At present, BFL has planned to incur capex of Rs 750 Cr. This expansion will
be done in forging and machinery segment at Baramati (Rs 400 Cr) and setting up a Greenfield facility at
Nellore (Rs 200 Cr) for auto and industrial components and rest towards investments and maintenance capex.
Both these facilities are nearing to their completion and likely to commence commercial production in Q2FY20
which aid its organic growth in the medium term.

Strong traction in Export & domestic Industrials: During Q3FY19 BFL’'s export business grew by 35%. This
growth was primarily supported by oil & gas, construction and mining segment and North American Class 8
orders. North American oil & gas industry is likely to remain robust on the back of increased oil production and
shale gas industry supporting BFL’s industrial business. BFL has guided for CY19E US Class-8 truck sales of
335,000 units Vs 320,000 units FY18. BFL’s domestic business grew by 18%. This growth was supported
primarily by industrial segment with sales of Rs 270 Cr. BFL’s India based industrial business is also expected to
sustain growth on account of the overall pickup in the industrial and infrastructure activity in the country.

We believe Bharat forge is well placed and available at attractive valuation compared to last years. We
expect order to build from H2FY20 with only relief being that the domestic CV industry could see some pre
buying related to BS VI norms before March 2020. Q3 reported significant revenue growth, riding on a
product mix, and maintained its operating profitability. For investment the stock is available ar significantly
discounted levels on the back of weak demand outlook and market volatility and corrected almost 40%
from its 52-week high, making valuations attractive for long term. On valuation parse BFL is currently
trading at 19x times and 17x times FY19E and FY20E projected consolidated earnings, respectively. Hence
we recommend investors to “Accumulate” with a Target of Rs.571 with potential upside of 23%.

About the Company:

Bharat Forge Ltd (BFL) is a Pune based Indian multinational company. It is a flagship company of Kalyani Group,
which has significant presence in the automotive components sector in India. BFL is involved in automotives,
power, oil and gas, construction & mining, locomotive, marine and aerospace industries. It is one of the largest
commercial forging companies in the world in terms of capacity and revenue, with presence in automotive as
well as non-automotive component sectors with wide domain knowledge in design and engineering of highly
critical automotive and non-automotive components. They are the country’s largest manufacturer and
exporter of automotive components and leading chassis component manufacturer.

The information contained in this report is obtained from reliable sources and is directed at investors. In no circumstances should it be considered as an offer to sell/buy or, a solicitation of any offer to, buy or sell the securities or

commodities mentioned in this report. No representation is made that the transactions undertaken based on the information contained in this report will be profitable, or that they will not result in losses. Mehta Groups and/or its
representatives will not be liable for the recipients’ investment decision based on this report.
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QUARTERLY FINANCIAL OVERVIEW

Profit & Loss Statement (Rs Cr)

Particulars Q3FY19| Q3FY18|  YoY Q2FY19| QoQ 9MFY19 | 9MFY18 YoY
Revenue from operations 1692 1390 21.73% 1679 1% 4851 3906 24%
Expenses

Cost of raw materials 681 517 32% 663 3% 1900 1380 38%
change in inventories -57 -22 -7 -86.3 -23

employee benefit expense 122 111 10% 122 0% 367 324 13%
excise duty 0 0 0 0 57

other expenses 421 368 14% 467 -10% 1281 1049 22%
Total expenses 1167 974 20% 1245 -6% 3462 2787 24%
EBITDA 525 416 26% 435 21% 1389 1119 24%
EBITDA % 31.05% 29.92% 25.88% 28.64% 28.65%
depreciation 91 81 12% 91 -1% 264 236 12%
other income 48 22 118% 34 42% 116 84 37%
finance cost 14 14 -5% 32 -58% 71 55 30%
PBT 469 343 37% 345 36% 1170 913 28%
tax 159 115 117 398 306

PAT 310 228 36.08% 228 36% 772 607 27%
PAT % 18.32% 16.39% 13.56% 15.92% 15.54%

EPS 6.65 4.90 4.88 16.57 13.03

Source: bseindia.com
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Disclosures: The following Disclosures are being made in compliance with the (herein after referred to as the Regulations). Mehta Equities
Ltd. (MEL) is a SEBI Registered Research Analyst having registration no. INHO00000552. MEL, the Research firm as defined in the Regulations,
is engaged in the business of providing Stock broking services, Investment Advisory Services, Depository participant services & distribution of
various financial products. MEL is registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading Member with
National Stock Exchange of India Ltd. (NSE) and BSE Limited (BSE), Multi Commodity Exchange of India (MCX), National Commodity &
Derivatives Exchange Ltd. (NCDEX) & ICEX for its stock broking activities & is Depository participant with Central Depository Services Limited
(CDSL) and is member of Association of Mutual Funds of India (AMFI) for distribution of financial products. Neither MEL nor its associates or
the Research Analyst(s) named in this report or his/her relatives individually own 1% or more securities of the company(ies) covered under
this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014 but MEL and/or its associates and/or Research
Analyst may have actual/beneficial ownership of 1% or more securities in the subject company at the end of the month immediately
preceding the date of publication of the Research Report. MEL and its associate company(ies), their directors and Research Analyst and their
relatives may; from time to time, have a long or short position in, and buy or sell the securities or derivatives thereof of companies mentioned
herein. MEL and its associates have not received any compensation or other benefits from the Subject Company or third party in connection
with the research report. To enhance transparency, MEL has incorporated a Disclosure of Interest Statement in this document. This should,
however, not be treated as endorsement of the views expressed in the report. MEL and / or its affiliates do and seek to do business including
investment banking with companies covered in its research reports. As a result, the recipients of this report should be aware that MEL may
have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any
specific merchant banking, investment banking or brokerage service transactions.
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Terms & Conditions: This report has been prepared by MEL and is meant for sole use by the recipient and not for circulation. The report and
information contained herein is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in
whole, to any other person or to the media or reproduced in any form, without prior written consent of MEL. The report is based on the facts,
figures and information that are considered true, correct, reliable and accurate. The intent of this report is not recommendatory in nature.
The information is obtained from publicly available media or other sources believed to be reliable. Such information has not been
independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or
correctness. All such information and opinions are subject to change without notice. The report is prepared solely for informational purpose
only and clients has to initiate decision to buy or sell or hold, considering their own risk before investing, MEL will not treat recipients as
customers by virtue of their receiving this report. MEL may 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. This report is provided for information only and must not alone be
taken as the basis for an investment decision.

Analyst Certification: The views expressed in this research report accurately reflect the personal views of the analyst(s) and investment
committee(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or will be directly or
indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analyst fulfils all the
qualification required as per SEBI Research Analyst Regulations 2014.

Disclosure of Interest Statement: Analyst ownership of the stock: No

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company
may vary based on Fundamental research and Technical Research.

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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