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LG Balakrishnan & Bros Ltd

Industry: Auto Components & Equipments
Recommendation: Accumulate

Key Data

BSE Code 500250
NSE Code LGBBROSLTD
52 Week High (Rs) 805
52 Week Low (Rs) 509
Market Cap (Rs Cr) 2097
Face Value 10
Customers Open
Market Presence Global
Govt Regulations Medium
Msearch View Positive

Shareholding Dec. 2022

Promoters 34.00%
Public 66.00%

Promoters/ Management

Mr B Vijayakumara Exe-Chairman

Mr N Rengaraj CFO
Mr P Prabakaran Chairman
Mr Rajiv Parthasarathy Director

Key Ratios
PE

8.37
PB 1.73
EPS 80.00
RoE 20.6%
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RESULT UPDATE
24th February, 2023

CMP Rs: 668

Q2FY23 Result Update:

Mixed Bagger Topline Growth — The company has posted flattish YoY and QoQ
growth due to the decline in two-wheeler sales in this quarter.

Segment Revenue Growth:

Transmission segment contributes to 83% of the total revenue and metal forming
products contributes to 17% of the total revenue. Revenue from transmission segment
were flat YoY and QoQ as well with PBT margins intact at 18%.

Metal forming segment has seen growth of 7% yoy and has posted degrowth of 2%
goq, with margins negatively impacted by 2.3% yoy and 1% qoq on back of high raw
material cost.

The TCO (Total cost of ownership) for the two-wheeler segment has been
comparatively higher than the PV and CV segment. In the last 6 years, TCO rose 36% for
two wheelers which has impacted the sales compared to PV as TCO is up by 26%.

The outlook remains positive as in 2024, many two-wheeler companies have plans to
launch electric two wheelers and with improving income sentiments, a low base of the
past 3 years and an improvement in the supply chain continue to support the growth of
the automobile segment.

We had initiated coverage on L.G Balakrishnan on 13th September 2022 with a buy
rating, we believe the company is well positioned to get benefitted from the revival in the
automobile industry as it is market leader in the two-wheeler chain segment. The
company has posted a growth of 9% YoY which is below our expectation of 14%.

EBITDA margin has been impacted due to double digit increase in the employees
expense and currently stands at 18% and company was able to sustain PAT margins at
12% aided by other income. With the cooling prices of commodities and improvement
in the revenue from replacement segment this would aid the company to improve their
margins going forward. The company's performance has been below our estimates.
But we remain positive on the outlook of the company for the long term. Hence, we
recommend investors to accumulate and will use any dip as an opportunity to add
more.

About the Company:

L.G. Balakrishnan & Bros Ltd is a major manufacturer of chains, sprockets and metal
formed parts for automotive applications. The company’s manufacturing is divided in 2
business segments - transmission, metal forming and others. Presently, the company
has 23 manufacturing located across India in Coimbatore, Karur, Mysore, Bangalore,
Pune, Gurugram, Chennai, Uttarakhand, Alwar. It stands as the premier manufacturer
of automotive chains under the popular brand name 'ROLON' and also caters to export,
after market and spares segments.

The information contained in this report is obtained from reliable sources and is directed at investors. In no circumstancesshould 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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AT oot v 2 con SO crne
Revenue from 581 574 1% 578 1% 1680 1543 9%
Operations
Expenses:

Cost of Raw 292 275 6% 272 7% 809 752 8%
Materials

Employee Expense 85 74 14% 80 6% 243 225 8%
Other Expense 126 125 1% 124 2% 363 347 5%
Total Expense 474 458 3% 476 0% 1386 1260 10%
EBITDA 107 116 -8% 102 5% 294 284 4%
EBITDA Margin 18% 20% -9% 18% | 4% 18% 18% -5%
Other Income 7 3 182% 6 17% 27 26 1%
Depreciation 20 21 -6% 20 1% 59 63 -5%
EBIT 95 97 -3% 89 7% 262 247 6%
EBIT Margin 16% 17% -4% 15% | 6% 16% 16% -3%
Interest 2 3 -32% 1 26% 4 6 -25%
PBT 93 95 -2% 87 6% 257 242 6%
Tax 21 23 20 59 60

PAT 72 71 1% 67 7% 198 182 9%
PAT Margin 12% 12% 0% 12% | 7% 12% 12% 0%
EPS 23 23 21 63 58
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DISCLOSURES DISCLAIMER:

This Report is published by Mehta Equities Limited (hereinafter referred to as “"MEL") for registered client circulation only. MEL is a registered
Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INHO0000552. 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 Commaodity Exchange of India (MCX), National Commaodity & 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.
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DISCLOSURES DISCLAIMER (Contd):

The information/document contained herein has been prepared by Mehta Equities Ltd and is intended for use only by the person or entity to
which it is addressed to. This information/document may contain confidential and/or privileged material and is not for any type of circulation and
any review, retransmission, or any other use is strictly prohibited. This information/document is subject to changes without prior notice. Kindly
note that this information/document is based on technical analysis by studying charts, patterns, trends of a stock's price movement and trading
volume of the stock and as such, may not match with any company’s fundamentals. This information/document does not constitute an offer to
sell or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Though disseminated to all
customers who are due to receive the same, not all customers may receive this information/report at the same time. MEL will not treat recipients
as customers by virtue of their receiving this information/report.

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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