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Company Overview

Pricol Limited is one of India's leading automotive components and precision-engineered product
manufacturers headquartered in Coimbatore. The company commenced its operations in the year
1975 in Coimbatore, South India and has become a reputable global brand in the automotive com-
ponent and products business, highly recognized by top automotive OEMs across the world. The
company carries out business and operations in Driver Information Systems and Sensors, Pumps
and Allied Products, Telematics and Wiping Systems catering to leading automotive OEMs in Two /
Three-Wheeler, Passenger Vehicles, Commercial Vehicles, Farm Equipment and Off-road Vehicles
across India and in international markets (45+countries), with 2,000+ product variants. Today, the
company has eight manufacturing plants across Coimbatore, Manesar, Pantnagar, Pune, Satara
and Sricity in India, one manufacturing plant in Jakarta, Indonesia, with 3 international offices in Ja-
pan, United Arab Emirates and Singapore.

Key Investment Thesis

e Pricol has beautifully transformed itself from a loss-making, debt-laden company to a profit-
making debt free and 25% CAGR company.

e Pricol has great technological capabilities and all its products are futuristic and can be used in
EVs.

e The management has a clear order vision for the next three years and hence has guided for
revenues of Rs. 4,000 crores by FY26E, with EBITDA margins of around 13% which will result
in 25% revenue CAGR and 30% PAT CAGR.

Product-wise Revenue Share

e 65% from DIS (Driver Information System)

e 35% from Actuation Control and Fuel Management Systems
Geographical Mix

e 88% domestic

e 12% international

Segment Mix in Q4FY23

e  Two-wheeler - 65%

e PV-35%

Clientele

e 2-wheeler — Hero Moto Corp., TVS, Bajaj Auto, Kawasaki, BMW, Harley Davidson
e PVsand CVs - Ashok Leyland, M&M, Force Motors, Tata Motors
Pricol's Competitive Advantage over Minda Corp.

e BMS (Battery Management System) which is important for EVs is already developed by Pricol
whereas Minda Corp. is still in the developing stage.

e Minda Corp. entered late in the TFT segment, which is a higher version of the instrumental clus-
ter, so the first mover advantage is with Pricol. TFT cluster has higher margins than an LCD
cluster.

e Pricol has dedicated EV products like electrical coolant pumps, electric oil pumps and BMS.
e  Pricol is working with almost 22 small and big EV vehicle makers in the country.

e  Pricol is the sole supplier of TVS models like TVS iqube and supplies DIS to 70% of Tata Mo-
tors vehicles.

e Pricol is the dominant domestic player with great technological capabilities and has 1 or 2 inter-
national competitors which have a very rare presence in India.
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A Potential Hostile Takeover?
e  Pricol's competitor Minda Corp. bought a 15% stake in Pricol at Rs. 210/- per share without the consent of the company.
e Minda has applied to CCl for a 24.5% stake in Pricol.

e Pricol filed an objection. However, the objection was denied by the Madras court but Minda Corp. was not allowed to increase its
stake for the next two weeks.

e  Pricol promoters bought a 2% stake from the open market at an average price of Rs. 236/- per share in Q1FY24.
e Pricol's management has said that they have kept Rs. 125 crores aside for increasing their stake.

e Pricol's management stands committed to running and growing the business in the coming years and has no intention of seizing con-
trol of the business.

e Minda Corp. has recently announced that they want to raise Rs.600 crores.

e This is a very interesting development as Pricol currently has around 36% stake and Minda Corp. has 15% stake and mutual funds
and FlIs have very less stake. Therefore, in order to buy more stakes, both companies will have to buy from open market which will
further reduce the free float.

Valuation and Outlook

Recently, its competitor i.e. Minda Corp. bought a 15% stake in the company and Pricol has also bought a 2% stake from the open mar-
ket recently at Rs. 236/- per share which makes it all the more interesting to look into the company. Currently, due to a non-binding agree-
ment and competition, Pricol has only a 10% revenue share from PVs. However, going ahead, we feel that with Tesla, BYD other EV cars
coming into India, it will be a great opportunity for Pricol (BYD planning to invest USD 1 billion in India to build EVs). Stock is trading at
just 12x FY25E earnings. With new-age electronic clusters in the offering, an increase in content in BS VI transitions and an impressive
client profile, Pricol is well poised to grow at 25-30% CAGR with a ROCE of 20% where a competitor is buying shares from open market
and promoter of Pricol is buying from the open market. We feel that this is the best development for individual investors as both Pricol and
Minda Corp. feel that Pricol has huge capabilities and is very undervalued at the current market rate. Hence, we give a buy on the stock
with a target price of Rs. 335 (assigning 18x on FY25E earnings which is still less than the median average P/E multiple and less
than 1x PEG).

Key Financials

YE March (Rs. crores) FY19 FY20 FY21 FY22 FY23
Revenue from Operations 1,814 1,178 1,359 1,500 1,903
Growth (Y-0Y) -35.1% 15.3% 10.4% 26.8%
EBITDA 100 103 186 191 236
Growth (Y-0Y) 3.6% 80.2% 2.5% 23.4%
PAT (174) (259) 158 51 114
Growth (Y-0Y) 49.1% 161.0% (67.7%) 124.9%
EPS (14.6) (2.5) 1.5 4.2 10.2
Growth (Y-0Y) 82.9% (158.2%) 189.0% 144.2%
Key Ratios

EBITDA Margin (%) (3.1) 8.8 13.7 13.7 12.7
PAT Margin (%) (9.6) (22.0) 11.7 3.4 6.0
P/IE (17.2) (100.8) 173.1 59.9 24.5

Source: Company, BP Equities Research
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd 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 inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. 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.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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