Tuesday, June 05, 2018
PPAP AUTO CMP:RS 550 TRGT:RS 590 TIME HORIZON: 3 - 6 MTHS

PPAP Auto is looking a good buy after share having corrected in this weakness, post its 04FY18
results, while seen having bottomed out, as this auto component player, making sealing systems and
interior/exterior injection moulding products at 5 plants in Noida and Greater Noida (UP), Chennai
(Tamil Nadu), Pathredi (Rajasthan), Viramgam (Gujarat), commenced commercial operations in
Chennai and Gujarat in H2FY18. With technical collaboration with Tokai Group for plastic automotive
sealing systems and Toolings and Ichimiya Group for injection molded products, company operated
at 80% capacity utilisation. Deriving 48% of FY18 revenue from Maruti and 30% from Honda Motors,
8% each from Nissan and Toyota Kirloskar and 3% from Tata Motors, company has added new
clients like Hyundai, SML Isuzu, Suzuki Motorcycle and MG India during the fiscal gone by. FY18
consolidated was up 15%YoY to Rs. 398 crore, while EBITDA jumped 25% YoY to Rs. 69 cr, leading
to an EBITDA margin of 22%, up 200 bps. FY18 PAT and EPS were Rs. 39 cr (up 41% YoY) and Rs.
26 respectively. Retum ratios also strengthened in FY18, with RoCE jumping to 20.54% from FY17's
15.25%,whlle debt equity further lowered to 0.11:1, from 0.22:1 as of 31-3-17. With market cap close
to Rs. 800 crore, share price is being discounted by historic PE of 20x and FY19E PE of 16x.
EV/EBITDA multiples of 9x and 8x for FY18 and FY19E respectively are attractive, given company's
virtual debt free balance-sheet and all major capex being now over. Share ruling at Rs. 550 can move

to Rs. 590 in the next 3-6 months. Buy as an investor only for given time horizon, without looking to
daily volatility, as Auto Ancillary is seen a growth sector, while LT view can also be taken on the
stock.
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