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 KEY FUNDAMENTALS 

  

vScore:  vScore (Value Score) is our proprietary company rating system f  

 

 

 
 
 
 
 
 

                                                                                                                                                Precise Advice 

Assured…                                                             

 

Focus on a diversified product basket in both domestic and export markets make AAL a stronger 

player  –   

Established in 1981, Automotive Axles Limited (AAL) is a joint venture of Kalyani 

Group and Meritor Inc., USA. With manufacturing facilities located at Mysore 

(Karnataka), the company is currently the largest independent manufacturer of 

Rear Drive Axle Assemblies in India. AAL has also expanded its footprints in 

North India with its plants at Pantnagar and Jamshedpur. 

AAL has two manufacturing facilities at Mysuru, Panthnagar and Jamshedpur 

and its components are supplied to customers in India and international markets.  

PROMOTERS            -  70%  

BANKS, MFs & DIIs   -    5% 

FIIs                             -   12%  

PUBLIC                     -    13% 

Strong Q4FY16 Performance – 
 

AAL Ltd reported a strong sales growth of 22% yoy in Q4 FY16 led by better 
product mix totaling Rs 311 crs from 255 crs in Q4 last year. This was 
reflected in a higher EBIDTA growth of 49% at Rs 28.63 crs from Rs 19.2 
crs in Q4 last year  and a strong 119% increase in PAT. The PAT for 
Q4FY16 stood at Rs 10.86  crs as compared to Rs 4.95 crs in Q4 last year 
 
For FY16 the company has recorded a topline of Rs 1085.96 crs from Rs 
461.14 crs – up by 18% yoy a  EBIDTA of  Rs 96 crs from Rs 37 crs  while 
PAT is placed at Rs 35 crs from Rs 11 crs last year. 
.  
 

AAL is a Tier 1 supplier to a strong OEM customer base  –  
 

AAL is one of the leading manufacturers and suppliers of OE for 
commercial vehicles, tractors, off highway vehicles and Defence  
vehicles. AAL supplies to most of the OEM’s within India and controls a 
85% in the OEM segment and has a ongoing supplier relationships with 
both Indian OEMs as well as for Indian affliates of Japanese/European 
MNCs for many of their future projects. 
 
 

AAL offers complete range of Axles like Drive Axles, Front Steer Axles, 

Defence Axles, Off Highway Axles, Non Drive Axles, Drum Brakes and 

Disc Barkes to OEM customers like ALL, Tata Motors, Eicher, Volvo, 

AMW, Daimler, SML Isuzu, MAN, BEML, Escorts, TIL and Kamaz  and 

the Defence segment also,   

 

  
 
 
 
 
 

YE                         FY16  FY17   FY18 

Rev  Gr%                17    20      18  

EBIDTA Gr%           28    22      18 

PAT Gr%                 75    30      24 

EPS Gr%                 64     30      24 

Roe %                     12     14      16 

Roce %                    18     22     23 

EPS (Rs)                   23     30     37    

P/E (x)                               21     16       

 

FACE VALUE   Rs              10.00 

DIVD YIELD %                    0.88  

52 WK HI/LOW           827/510        

NSE  CODE              AUTOAXLES 

BSE CODE                AUTOAXLES   

MARKET CAP        RS   945  CRS 

 



 
AAL  is a specialist in Axles with 35 years of experience in the field. It is one of the leading manufacturers and 
suppliers of original equipment for commercial vehicles, Tractors, off highway vehicles and defence  products. 
AAL supplies to most of the OEM’s within India and have started supplying OEMs in Europe also while there is 
ongoing development for various inquiries for European/Japanese OEM’s. 
 
More importantly AAL has maintained a diversified customer base within the Auto & Industrial sectors like 
SUVs, Highway Trucks & Buses, Off Highway Mining Trucks, Tractors & Forest machinery, Construction & 
Material Handling Equipment accounting for its customer base.  
 
 

New Capacity expansion in Jamshedpur plant to aid volume growth ahead  – 
 

AAL has enhanced its manufacturing competence with a new plant in Jamshedpur. This was built with the aim 
of developing brakes and trailer axles. The plant comprises an area of 50,000 sq. ft. and possesses the 
capacity to make 30,000 brakes and 2,400 tag and trailers every month. 
 

This plant can currently make 300 sets of Hub Reduction Axles per month and in due course plans to enhance 
this capacity to 600 sets 
 

Strong support from its JV Partner Meritor of US gives AAL a strong technology edge  – 

With manufacturing facilities located at Mysore, AAL is currently one of the largest independent manufacturers 
of Rear Drive Axle Assemblies in the country. With more than 30 years of axle producing experience and 
advanced gearing technology from Meritor HVS (India) Ltd, it has been manufacturing reliable & long-life Light, 
Medium & Heavy duty Drive axles, Front Steer axles, Non-Drive axles, Axles for Defence & Off-Highway 
applications and Drum & Disc Brakes.  
 
 

Solid financial performance – Revenue growth and margin expansion to continue – 
 
We estimate AAL’s earnings to witness a CAGR of 20-25% over FY16-18E. This will be driven by steady  
revenue growth (18-20% CAGR over FY16-18E) and a steady EBITDA margin expansion over the same 
period.  
 
Over the last 3 years starting 2012 onwards, AAL has maintained its operating margins between 8% to 12% in 
FY15 and it has been able to maintain a return on equity of 12% and a ROCE of around 18%. We expect a 
significant improvement in both ROCE and ROE over the next 2 years as debt is now almost zero and with an 
uptick in the domestic CV and Tractor segments where AAL enjoys a strong market share where there is good 
scope for margin improvement and revenue growth.  
 
 

 

 

 

 

 

 

 

 

 



 
Business Outlook & Stock Valuation –  

On a rough cut basis, in FY17, Topline will see a steady rise wherein Topline is expected to touch Rs 1300  crs.  

On the bottomline level we expect the company to record a PAT of Rs 45 crs in FY17E. Thus on a conservative basis, 
AAL  should record a EPS of Rs 30 for FY17E. For FY18E our expectation is that earnings traction for AAL would 
continue to be strong wherein we expect a EPS of Rs 37respectively.   
 
Also to add to this at the current market cap of AAL at Rs 945 crs, the AAL stock trades a market cap to sales multiple of 
just 0.72x on FY17E whereas the net debt is virtually absent  as on Mar 2016 which will get better over the next 2 years.  
Also potentially we expect Topline to cross Rs 1500 crs in the next two years.  
 
Looking at AAL’s steady financial track record, strong product domain and dominant market share and strong promoters 
we expect the stock to get re rated in future.  AAL is largely a domestic play which will benefit from Make in India and a 
strong macro revival going ahead.  
 
Hence we believe that the AAL stock should be purchased at the current price for a price target of around Rs 810  over 

the next 12 months. 

FINANCIALS  

For the Year Ended March RsCrs FY15A FY16A FY17E FY18E 

Net Sales  461.14 1085.96 1303.152 1537.719 

EBIDTA  37.32 95.76 117.2837 138.3947 

EBIDTA % 8.09 8.82 12.8 12.8 

Interest  4.08 5.35 4.5 4.4 

Depreciation  17.32 40.47 45 52 

Non Operational Other Income 0.56 1.57 1.5 1.5 

Profit Before Tax  16.48 51.52 69.28368 83.49474 

Profit After Tax 10.55 34.77 45.33 56 

Diluted EPS (Rs)  6.98 23.01 30.00 37.06 

Equity Capital  15.11 15.11 15.11 15.11 

Reserves  279 288 321.33 363.33 

Borrowings  56 28.84 25 25 

GrossBlock  193 177 207 242 

Investments  0 0 0 0 
 Source Company Moneylicious Estimates  

 

 

 

 

 

 

 

 



 
 

 

KEY CONCERNS  

 

Any slowdown in the domestic CV and tractor sectors will adversely hit growth and earnings. It will also 
impact the default rates and recoverability in the event of default. 
 
Also any adverse changes in raw material and export markets trends can impact AAL’s growth and 
profitability 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


