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May 22, 2023 

CMP: | 4375    Target: | 5055 (16%)  Target Period: 12 months  

SKF India (SKFIND) 

 BUY 

  

Margins to improve on increasing localisation… 

About the stock: SKF India is one of the leading bearing manufacturers known for 

its deep groove ball bearings and has a presence across the industrial & auto sector. 

• Auto & industrial have been contributing 50% each to SKF’s topline over the 

years, with a slight tilt on either side depending on macros 

• SKF boasts a debt free balance sheet, coupled with consistent RoCE & RoICs 

upwards of 20% 

Q4FY23 Results: Revenue in line but margins lower than estimates. 

•  Revenue increased 5.4% YoY (+1.6% QoQ) to | 1094.7 crore; in line with 

estimates 

• EBIDTA margin at 15.3% (lower than estimate of 17.2%) was largely flattish 

YoY as higher other cost negated the impact of lower raw material cost 

• EBIDTA came in at | 167.0 crore (vs. estimate of | 190.7 crore); up 4.7% 

YoY but down 9.3% QoQ 

• PAT increased 12.3% YoY (+5.4% QoQ) to | 122.9 crore 

What should investors do? SKF is poised to benefit substantially from the healthy 

domestic demand from industrial segments led by a further revival in private capex 

and pick-up in demand from the automotive segment 

• We continue to remain positive and retain our BUY rating on the stock 

Target Price and Valuation: We value SKF at | 5055 i.e. 40x P/E on FY25E EPS. 

Key triggers for future price performance: 

• Focus on increasing localisation in industrial bearings segment 

• Participation in freight wagons tenders from railways, expanding network of 

dealers and launches of new products 

• Expanding share of after-market sales to help in margin improvement 

Alternate Stock Idea: Apart from SKF, we also like Timken in our capital goods 

coverage. 

• Timken is well placed to benefit from focus on indigenisation, pick-up in 

industrial capex and increasing traction from auto & railways 

 

• BUY with a target price of | 3740 per share 

 

 

FY20 FY21 FY22 FY23
 3 Year CAGR 

FY20-23 

FY24E  FY25E 
 2 Year CAGR 

FY23-25E 

Revenue (| crore) 2,841.6         2,707.0         3,665.9         4,304.9         14.9                4,864.5         5,521.2         13.2                

EBITDA (| crore) 349.5            456.4            555.7            749.3            29.0                865.9            1,032.5         17.4                

EBITDA margin 12.3              16.9              15.2              17.4              17.8              18.7              

Net Profit (| crore) 289.0            334.0            395.1            524.5            22.0                624.9            753.6            19.9                

EPS (|) 58.5              67.6              79.9              106.1            126.4            152.4            

P/E (x) 74.8              64.8              54.7              41.2              34.6              28.7              

EV/EBITDA (x) 60.1              46.3              38.2              27.6              23.6              19.5              

RoCE (%) 20.3              27.0              27.6              30.8              30.6              31.0              

RoE (%) 15.2              21.4              21.0              22.4              22.8              23.0              
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Recent event & key risks 
  

• Revival in demand from auto 

industry, industrials & railways 

• Key risk: i) Further slowdown in 

exports ii) Commodity inflation 
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P articular Amount

Market Capitalization 21,581

Total Debt (FY23) (| crore) 0

Cash and Inv (FY23) (| crore) 958

EV (FY20) (| crore) 20,623

52 week H/L (|) (BSE) 5171 / 3124

Equity capital (| crore) 49.4

Face value (|) 10

Jun-22 Sep-22 Dec-22 Mar-23

Promoter 52.6 52.6 52.6 52.6

FII 6.5 6.4 6.5 6.5

DII 25.5 26.1 26.0 26.2

Others 15.4 15.0 14.9 14.8

50

70

90

110

130

150

01-Apr-22 16-Aug-22 31-Dec-22 17-May-23

SKF India BSE Midcap

 

Key Financial Summary 

 

 

 

Source: Company, ICICI Direct Research 
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Result Update | SKF India 

Key takeaways of recent quarter 

Q4FY23 Results: Revenue in line but margins lower than estimates 

• Revenue for the quarter increased 5.4% YoY (+1.6% QoQ) to | 1094.7 crore 

(in line with our estimate of | 1106.5 crore). FY23 revenue was up 17.4% 

YoY to | 4304.9 crore 

 

• Gross margin improved 122 bps YoY to 38.7% (vs. our estimate of 42%); 

mainly on account of lower raw material cost. FY23 gross margin was at 

40.4% against 38.8% in FY22 

 

• EBIDTA margin at 15.3% was largely flattish YoY as other cost remained 

higher YoY. We had built in EBITDA margin of 17.2% for the quarter. FY23 

EBITDA margin was at 17.4% against 15.2% in FY22 

 

• Absolute EBIDTA came in at | 167.0 crore (I-direct estimate of | 190.7 crore); 

up 4.7% YoY but down 9.3% QoQ. FY23 EBITDA was up 34.8% YoY to  

| 749.3 crore on strong revenue growth with better margins 

 

• PAT increased 12.3% YoY (+5.4% QoQ) to | 122.9 crore (I-direct estimate 

of | 138 crore). FY23 PAT was up 32.8% YoY to | 524.5 crore 
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Result Update | SKF India 

Exhibit 1: Variance Analysis 

Year Q4FY23 Q4FY23E Q4FY22 YoY (%) Q3FY23 QoQ(%) Comments

Income from Operation 1,094.7 1,106.5 1,039.0 5.4 1,077.2 1.6 Revenue in line with estimates

Other Income 19.8 13.0 2.1 823.8 13.0 51.7

Cost of material consumed 264.0 641.8 265.5 (0.5) 257.1 2.7

Purchases of stock in trade 397.0 0.0 349.1 13.7 415.0 (4.3)

Change in inventories 10.2 0.0 35.2 -41.6

Gross margins (%) 38.7 42.0 37.5 122 bps 41.5 -279 bps

Gross margin improved possibly on account of 

indigenisation of industrial segment 

Employee cost 75.8 75.0 75.9 (0.2) 67.4 12.6

Other expenditure 180.6 199.0 153.8 17.4 195.2 (7.5)

EBITDA 167.0 190.7 159.4 4.7 184.1 (9.3)

EBITDA Margin (%) 15.3 17.2 15.3 -9 bps 17.1 -183 bps

EBITDA margin remained flattish YoY as higher 

others cost negated the impact of RM cost 

savings

Depreciation 16.9 17.2 15.2 11.3 17.0 (0.8)

Interest 0.3 0.5 0.7 0.4 (11.1)

PBT 169.6 186.0 145.7 16.4 179.7 (5.6)

Taxes 46.7 48.0 36.2 29.1 63.2 (26.1)

PAT 122.9 138.0 109.5 12.3 116.7 5.4
 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Change in Estimates 

 

Source: ICICI Direct Research, Company 

 

 

 

 

 

 

 

 

FY23 FY25E

| crore Actual Old New Change New

Revenue 4304.9 4992.6 4864.5 -2.6 5521.2

EBITDA 749.3 908.6 865.9 -4.7 1032.5

EBITDA Margin (%) 17.4 18.2 17.8 -40 bps 18.7

PAT 524.5 644.4 624.9 -3.0 753.6

EPS (|) 106.1 130.3 126.4 -3.0 152.4

FY24E
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Financial Summary 

Exhibit 3: Profit and loss statement                                 | crore 

 

Source: Company, ICICI Direct Research 

Exhibit 4: Cash flow statement                               | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Balance Sheet                                                      | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 6: Key ratios 

 

Source: Company, ICICI Direct Research 

 

(| Crore) FY22 FY23 FY24E FY25E

Revenue 3,666       4,305       4,865       5,521       

Growth YoY (%) 35% 17% 13% 14%

Other Income 34           52           70           90           

Total Revenue 3,700       4,357       4,935       5,611       

Cost of materials consumed 901         1,042       2,870       3,213       

Purchase of stock-in-trade 1,518       1,554       -            -            

Change in inventories (173)        (30)          -            -            

Employee cost 286         300         321         348         

Other Expenses 579         690         808         928         

Total expenditure 3,110       3,556       3,999       4,489       

EBITDA 556         749         866         1,032       

Growth YoY (%) 22% 35% 16% 19%

Interest 2             2             2             2             

PBDT 588         800         934         1,120       

Depreciation 57           67           84           95           

Profit Before Tax 531         733         850         1,025       

Tax 136         208         225         272         

PAT 395         524         625         754         

Growth YoY (%) 18% 33% 19% 21%

EPS 79.9        106.1       126.4       152.4       

(| Crore) FY20 FY22 FY23 FY24E FY25E

Profit after Tax 395         524         625         754         

Depreciation 57           67           84           95           

Interest 2            2            2            2            

Other income (34)          (52)          (70)          (90)          

Prov for Taxation 136         208         225         272         

Cash Flow before WC changes 556         749         866         1,032      

Change in Working Capital (423)        167         (116)        (126)        

Taxes Paid (136)        (208)        (225)        (272)        

Cashflow from Operations (3)           708         525         635         

(Purchase)/Sale of Fixed Assets (101)        (100)        (135)        (135)        

(Purchase)/Sale of Investments 45           (26)          (31)          (37)          

Other Income 34           52           70           90           

Cashflow from Investing (22)          (74)          (96)          (82)          

Issue/(Repayment of Debt) -           -           -           -           

Changes in Minority Interest -           -           -           -           

Changes in Networth (2)           129         -           -           

Interest (2)           (2)           (2)           (2)           

Dividend paid (72)          (198)        (222)        (222)        

Cashflow from Financing (75)          (70)          (224)        (224)        

Changes in Cash (100)        556         204         328         

Opening Cash/Cash Equivalent 500         402         958         1,162      

Closing Cash/ Cash Equivalent 402         958         1,162      1,490      

(| Crore) FY20 FY22 FY23 FY24E FY25E

Share Capital 49.4         49.4         49.4         49.4         

Reserves & Surplus 1,836       2,292       2,694       3,226       

Networth 1,886       2,341       2,744       3,275       

Total Debt -            -            -            -            

Other non-current liabilites 48            40            40            40            

Total Liabilities 1,933       2,382       2,784       3,315       

-            -            -            -            

Gross Block 757          846          984          1,119       

Acc: Depreciation 355          422          505          600          

Net Block 402          424          479          519          

Capital WIP 52            63            60            60            

Investments 216          242          273          310          

Inventory 677          686          800          923          

Sundry debtors 687          679          767          870          

Cash and bank balances 402          958          1,162       1,490       

Other financial assets 68            27            30            35            

Other current assets 125          99            112          127          

Total Current Assets 1,958       2,449       2,871       3,445       

CL& Prov. 695          796          898          1,018       

Net Current Assets 1,263       1,652       1,972       2,426       

Total Assets 1,933       2,382       2,784       3,315       

(Year-end March) FY20 FY22 FY23 FY24E FY25E

Per share data (|)

EPS 79.9         106.1       126.4       152.4       

Cash EPS 91.5         119.6       143.3       171.7       

BV 381.4       473.6       555.0       662.4       

DPS 14.5         40.0         45.0         45.0         

Cash Per Share 71.8         85.3         102.2       121.4       

Operating Ratios (%)

EBITDA Margin 15.2         17.4         17.8         18.7         

PBT / Net Sales 13.6         15.9         16.1         17.0         

PAT Margin 10.8         12.2         12.8         13.6         

Inventory days 67.4         58.2         60.0         61.0         

Debtor days 68.4         57.5         57.5         57.5         

Creditor days 68.0         64.4         64.4         64.4         

Return Ratios (%)

RoE 21.0         22.4         22.8         23.0         

RoCE 27.6         30.8         30.6         31.0         

RoIC 32.6         47.9         48.2         51.4         

Valuation Ratios (x)

P/E 54.7         41.2         34.6         28.7         

EV / EBITDA 38.2         27.6         23.6         19.5         

EV / Net Sales 5.8           4.8           4.2           3.6           

Market Cap / Sales 5.9           5.0           4.4           3.9           

Price to Book Value 11.5         9.2           7.9           6.6           

Solvency Ratios

Debt/EBITDA -            -            -            -            

Current Ratio 2.7           3.0           3.2           3.3           

Quick Ratio 1.7           2.2           2.3           2.4           
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RATING RATIONALE 

ICICI Direct endeavours 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% 

 

 

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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