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Muted growth outlook, expansion plans intact...

About the stock: Balkrishna Industries (BKT) is the leader in the niche tyre
segment used in heavy machinery for mining and agriculture purposes.

Target: X 2,400 (5%)

e Exports form lion’s share of its sales at ~71% of its revenues as of FY25.

e  Channel mix: replacement account for ~73% while OEM share is pegged at
~26%. Agriculture accounts for ~60% of volumes with OTR share at ~37%

Q2FY26 Results: BKT reported muted performance in Q2FY26. Standalone net
sales for Q2’26 stood at 2,389 crore, down 2% YoY amid tyre sales volume of
70,252 tonne, down 4.2% YoY. EBITDA margins in Q2FY26 came in at 21%, up ~260
bps QoQ. PAT for Q2’26 stood at ~X265 crore, down 24% YoY. Q2’26 performance
was impacted by higher share of India sales and US tariff led disruption.

Investment Rationale

¢ Near-term demand weakness persists at its core OHT business: BKT
operates in a niche off highway tyre (OHT) segment which finds
application in agriculture and mining/industrial purposes. Currently it has
~5-6% market share in the global OHT space and has been long aspiring
to take it to ~8-10% in years to come. BKT however faces persistent near-
term demand weakness in its key markets of the US and Europe due to
global macro uncertainties. Recent US trade policies have increased tariffs
on Indian firms from 10% to 50% since August 2025, which sharply
increases cost pressures and risks a significant reduction in US bound-
shipment, representing ~15% of its revenue. Consequently, company has
not shared any volume guidance for FY26E as uncertainty persists.

e GST Rationalization & Vision 2030 expansion: BKT stands to benefit from
GST 2.0 reform and is targeting 23,000 crores in revenue by FY30 (2.2x
over FY25-30), driven by market share gains ambition in the OHT segment-
led by expansion into new categories including rubber tracks, mining etc.,
scale of its carbon black business & venture into domestic TBR & PCR
segments. The segments being added (i.e. Carbon black and Bus/truck and
car radial aftermarket) will see benefit from GST 2.0 reform domestically
but have lower margin profiles (<20%) & will face stiffer competition,
potentially impacting blended profitability despite growth opportunities.

e B/S Strength resilient, protects the downside: Going forward we expect
sales, PAT at BKT to grow at CAGR of 12.8%, 2.3%, respectively, over
FY25-27E. Despite a volatile global environment, BKT has consistently
delivered industry-leading EBITDA margins (20%+) and remains confident
of maintaining a 23-25% range, even as new segments ramp up. With
significant internal accruals funding its growth capex, it offers a robust b/s
to weather near-term uncertainties.

Rating and Target Price

e Near term earnings at BKT stay constrained by weak export volume
outlook, adverse geographic mix, and tariff related disruptions in the US.
Hence, we maintain HOLD rating on BKT with target as X 2,400 i.e. 27x
PE on FY27E. BKT’s robust B/S, steady domestic traction and large-scale
internal accruals led capex pipeline protects the downside in our view.

Key Financial Summary

Key Financials Fy21 Fy22 Fy23 Fy24 FY25

(X crore)

Net Sales 5,757.9 8,266.7 9,810.5 9,298.7 10,412.9 16.8%
EBITDA 1,785.5 1,975.5 1,715.6 2,204.0 2,420.5 14.1%
EBITDA Margins (%) 31.0 23.9 17.5 23.7 23.2

Net Profit 1,155.4 1,410.7 1,078.7 1,437.6 1,628.3 11.5%
EPS R) 59.8 73.0 55.8 74.4 84.2

P/E 38.1 31.2 40.9 30.7 27.1

RoNW (%) 19.2 20.4 14.2 16.2 15.7

RoCE (%) 19.3 15.9 10.3 12.6 12.3

5 year CAGR
(FY20-25)
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Market Capitalization 44,076
Total Debt (FY25) 3,212
Cash & Inv (FY25) 3,327
EV R Crore) 43,961
52 week H/L /) 2,930/2,152
Equity capital (X crore) 38.7
Face value R) 2.0

Shareholding pattern
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Recent event & key risks

e Posted muted Q2FY26 results
with YoY volume de-growth.
Refrains from volume guidance.

e Key Risk: (i) higher than
anticipated margin recovery
amid flat RM price outlook. (ii)
slower than anticipated sales
volume growth over FY25-27E.
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2 year CAGR
FY26E FY27E (FY25-27E)
10,795.3 13,247.1 12.8%
2,223.1 2,846.7 8.4%
20.6 215
1,291.1 1,704.6 2.3%
66.8 88.2
34.1 25.9
11.4 13.4
9.6 12.1

Source: Company, ICICI Direct Research
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Key takeaways of Recent Quarter

Exhibit 1: Quarterly Variance Analysis

Q2FY26 Q2FY25 YoY (%) QLlFY26 QoQ (%)

Total Operating Income 2,388.7 2,436.2 -2.0 2,760.5 -13.5
Raw Material Expenses 1,157.6 1,169.7 -1.0 1,338.1 -13.5
Employee Expenses 126.2 118.6 6.4 130.3 -3.2
Other expenses 606.6 567.6 6.9 788.7 -23.1
EBITDA 498.3 580.3 -14.1 503.4 -1.0
EBITDA Margin (%) 20.9 23.8 -296 bps 18.2 263 bps
Other Income 70.9 90.0 -21.2 104.2 -31.9
Depreciation 190.1 164.7 15.5 186.2 2.1
Interest 31.9 40.4 -20.9 30.1 6.1
Tax 82.6 115.7 -28.7 104.1 -20.7
PAT 264.6 349.6 -24.3 287.2 -7.9
EPS 13.7 18.1 -24.3 14.9 -7.9
Key Metrics

Volume (MT) 70,252 73,298 -4.2 80,664 -12.9

Source: Company, ICICI Direct Research

Q2FY26 Earnings Conference Call highlights

Strategic vision and growth targets: Management repeated its mid/long-
term ambition to grow BKT into a 23,000 crore revenue company by
2030, and emphasised continued investment even amid near-term
volatility (brand spend, manpower and large capex for new capacities).
They view the current headwinds (geo-political, tariffs, Europe softness)
as temporary and are positioning the company to capture upside once
markets normalise. Management also reiterated openness to M&A if
attractive opportunities arise to fill product/geography gaps. This goal will
be driven by three key growth levers: (1) strengthening the Off-Highway
Tire (OHT) business, (2) scaling the Carbon Black business, and (3)
entering new tire categories for the Indian market.

Adverse mix during the quarter: Primary drivers of margin/realisation
moderation were: (a) adverse geographic mix (sharp reduction in US
shipments), (b) product mix shifts with higher share of lower-realisation
India volumes replacing some US volumes, and (c) cost impact from
compliance with new sustainability rules (EUDR) — management has
started building raw material inventory to comply with EUDR which
introduced incremental procurement cost that is now flowing through.
They said EUDR impact will be fully felt in subsequent quarters but will be
partially offset by softening of other raw-material prices. Freight costs is
pegged at around 6-7% of sales.

US tariff situation: Management flagged a material tariff shock: US import
duties on India rose (Q2 saw tariff escalation from 25% in the early part to
50% during the latter part of the quarter), which materially curtailed US
shipments. Management stated they are not absorbing the tariff (i.e., not
selling into US at a hit) and have largely paused fresh supplies to the US;
distributors there are depleting local inventories and market participants
are in a “wait-and-watch” mode. Management expects volumes to
normalise quickly once a trade solution emerges and suggested some
pent-up demand could cause a relatively fast rebound.

Sales segmentation: For the H1FY26,
39% of sales came from Europe, 35% from
India, 15% from Americas and the balance
from rest of the world. In terms of channel
contribution, 71% was contributed from
replacement, while OEM contributed to
28%. In terms of category, agricultural
segment contributed to 58%, while OTR
Industrial Construction contributed to 38%
and the balance came from other

segments.

Debt as of 30 Sep '25: gross debt 3,615
crore, cash X3,159 crore, net-debt 456
crore. Board declared a second interim
dividend 4/share in addition to X4 paid
earlier.

Others: H1 ~X1,737
management expects FY capex to be
~X2,000-2,200 with
spends to come in next 1-2 years as

capex crore;

crore remaining
projects commission; earlier multi-year
plan (~X3,500 crore) remains in play
across the coming years.

Exhibit 2: Assumptions

Capacity (MT)
Sales volume (MT)

FY18 FY19 FY20 FY21 FY22 FY23

3,00,000 3,00,000 3,00,000 2,80,000 2,85,000 3,35000

1,99,213 2,111,261 2,01,760 2,27,132 2,838,795 3,01,181

Volume growth (%, YoY) 6% -4% 13% 27% 4%

FY24 FY25 FY26E FY27E
3,60,000 3,60,000 3,77,500 3,95,000
292,628 3,15,273 3,15,657 3,47,223

-3% 8% 0% 10%

Source: ICICI Direct Research
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Exhibit 3: BKT — Vision 2030
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5 year CAGR : -17%
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New Tire
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Source: Company, ICICI Direct Research

Exhibit 4: BKT — Vision 2030 — OHT Strateg

OHT Strategy

~70% Revenue
Contribution by

Si<'7)

Investor Presentation

Achieve
~8% global |
market share J

Source: Company, ICICI Direct Research

‘Expand Carbon Black capacity

~10% Revenue
Contribution by
FY30

Exhibit 5: BKT — Vision 2030 — Carbon Black Strategy
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Source: Company, ICICI Direct Research
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Financial Summary

ICICI Direct Research

(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Total operating Income 9,299 10,413 10,795 13,247 Profit after Tax 1,438 1,628 1,291 1,705
Growth (%) -5.2 12.0 3.7 22.7 Add: Depreciation 644 674 756 861
Raw Material Expenses 4,474 5,063 5,227 6,595 (Inc)/dec in Current Assets -116 -563 58 -839
Employee Expenses 441 494 538 609 Inc/(dec) in CL & Provisions 200 103 164 341
Other Expenses 2,179 2,436 2,807 3,196 CF from operating activities 2,165 1,841 2,269 2,067
Total Operating Exp. 7,095 7,992 8,672 10,400 (Inc)/dec in Investments -574 -354 0 250
EBITDA 2,204 2,420 2,223 2,847 (Inc)/dec in Fixed Assets -1,122 -1,345 -2,000 -1,500
Growth (%) 28.5 9.8 -8.2 28.1 Others -72 -202 -67 -152
Depreciation 644 674 756 861 CF from investing activities -1,768 -1901 -2,067 -1,402
Interest 109 125 133 123 Inc/(dec) in loan funds -217 175 120 -250
Other Income 448 535 390 410 Dividend & dividend tax -309 -309 -309 -387
PBT 1,899 2,156 1,724 2,273 Others 145 203 0 0
Total Tax 461 528 433 568 CF from financing activities -382 69 -189 -637
Reported PAT 1,438 1,628 1,291 1,705 Net Cash flow 15 10 12 28
Growth (%) 333 13.3 -20.7 32.0 Opening Cash 38 53 63 75
EPS R) 74.4 84.2 66.8 88.2 Closing Cash 53 63 75 103
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Liabilities Per share data (X)

Equity Capital 39 39 39 39 EPS 74.4 84.2 66.8 88.2
Reserve and Surplus 8,823 10,345 11,327 12,645 Cash EPS 107.7 119.1 105.9 132.7
Total Shareholders funds 8,862 10,384 11,366 12,684 BV 458.4 537.1 587.9 656.1
Total Debt 3,037 3,212 3,332 3,082 DPS 16.0 16.0 16.0 20.0
Deferred Tax Liability 349 457 457 457 Cash Per Share 72.5 91.3 91.9 80.5
Minority Interest / Others 0 0 0 0 Operating Ratios (%)

Total Liabilities 12,370 14,222 15,327 16,399 EBITDA Margin 23.7 23.2 20.6 21.5
Assets PBT / Net sales 16.8 16.8 13.6 15.0
Gross Block 9,853 11,158 13,143 14,643 PAT Margin 15.5 15.6 12.0 12.9
Less: Acc Depreciation 3,650 4,323 5,079 5,940 Inventory days 49.9 60.1 55.0 55.0
Net Block 6,204 6,834 8,064 8,703 Debtor days 60.6 56.5 55.0 55.0
Capital WIP 944 985 1,000 1,000 Creditor days 35.0 26.1 30.0 30.0
Total Fixed Assets 7,148 7,819 9,064 9,703 Return Ratios (%)

Investments 2,767 3,344 3,394 3,164 RoE 16.2 15.7 114 13.4
Inventory 1,271 1,716 1,627 1,996 RoCE 12.6 12.3 9.6 12.1
Debtors 1,543 1,611 1,627 1,996 RolC 15.6 15.3 11.7 14.4
Loans and Advances 76 101 104 128 Valuation Ratios (x)

Cash 53 63 75 103 P/E 30.7 27.1 34.1 259
Other current assets 301 327 339 416 EV/EBITDA 20.7 18.8 20.5 16.0
Total Current Assets 3,244 3,817 3,771 4,639 EV/ Net Sales 4.9 4.4 4.2 3.4
Creditors 893 746 887 1,089 Market Cap / Sales 4.7 4.2 4.1 3.3
Provisions 4 5 6 7 Price to Book Value 5.0 4.2 3.9 3.5
Other current liabilities 338 588 609 747 Solvency Ratios

Total Current Liabilities 1,235 1,338 1,502 1,844 Debt/EBITDA 14 1.3 1.5 1.1
Net Current Assets 2,008 2,478 2,269 2,795 Debt / Equity 0.3 0.3 0.3 0.2
Others 446 579 600 737 Current Ratio 3.6 5.0 4.1 4.1
Application of Funds 12,370 14,222 15,327 16,399 Quick Ratio 2.1 2.7 2.3 2.3
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
- l__'-
ﬂl’c.lc.l direct.com| N0
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ICICI Securities Ltd. |[@1 755 akming
-'\___ Anatyst Award 2012
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), Bhavish Doshi, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.
ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
— INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi,
Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various
subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of
which are available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons
reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to
focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and
Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and
opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient 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 ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities
indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not
treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment
or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make
their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of
independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. ICICl Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results
may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any
other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report
for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger
or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the

companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts
did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither
ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last
day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of
one percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.
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Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.
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