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BSE Code 500493 

NSE Code BHARATFORG 

Reuters Ticker BFRG.NS 

Bloomberg Ticker  BHFC.IN 

 CMP (INR) (As on 23rd May 2018) 680.05 

Target (INR)                     834 

Upside(%)                        22.6 

Recommendation          Strong Buy 

Shareholding Pattern (%) 

 Mar-2018 Dec-2017 Sep-2017 

Promoters 45.75 45.75 45.75 

Institutions 34.06 34.16 33.19 

Non-institutions 20.19 20.09 21.06 

Market cap (INR Cr.) 31662.35 

Outstanding Shares (Cr.) 46.56 

Face Value (INR)  2.00 

Dividend Yield(%) 0.55 

TTM P/E (x) 41.53 

Industry P/E (x) 38.41 

Debt/Equity 0.54 

Beta vs. Sensex    1.19 

52 Week High/ Low (INR) 799.65/510.50 

Avg. Daily Vol. (NSE)/1 yr. 911,208 

Stock Scan 

Company Overview  

Bharat Forge Limited (BFL), the Pune based Indian multinational is a 
technology driven global leader in metal forging, having a 
transcontinental presence across nine manufacturing locations globally, 
serving several sectors including automotive, power, oil and gas, 
construction & mining, rail, marine, aerospace and defence.  The 
Company is India’s largest exporter of auto components. It has 
manufacturing facilities spread across India, Germany, USA, France and 
Sweden. 
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Q4 & FY18 - Results Update 

Key Highlights 

Bharat Forge Ltd has posted a Standalone revenue of INR1466.6 crores, 
increased by 30%YoY basis. Company's  EBITDA( ex OI) was higher by 
massive 30% YoY basis to INR 471.7 crores. It has  reported a Net Profit 
of INR 100.3 crores in this quarter, fall of 51.6%  YoY basis. The year end 
Consolidated Figure came to 8357.7 Cr, 1723.0Cr and 754Cr for 
Revenue, EBITDA and PAT respectively. 
 
The fall in the Net Income was due to an exceptional loss item of 
INR133.21. This item is a provision created of INR130.57 crores due to 
anticipation of unsatisfactory outcome of an investments made by the 
company's wholly owned subsidiary-Bharat Forge Infrastructure Ltd.  
 
The company fell marginally short of our estimates standalone Q4 in 
terms of Revenue, EBITDA and Normalised PAT. However, on 
consolidated basis the company has surpassed our estimates in terms of 
Revenue and EBITDA and missed in terms of PAT.  
 
It has achieved an EBITDA ( excluding Other Income) margin of  28.48% 
in this quarter, same as last year and normalised PAT margin expanded 
by 87bps to at  15.92%. 

Stock vs. Nifty (Relative Returns) 

Source: Company Data, SMIFS Research  

Exhibit 1: Financial Performance at a glance (Consolidated) 

Particulars (INR Cr.) FY16 FY17 FY18 FY19E FY20E FY21E

Net Sales 6809.1 6396.1 8357.7 9733.9 11136.6 12768.4

Growth(%) -10.7% -6.1% 30.7% 16.5% 14.4% 14.7%

EBITDA 1408.1 1251.0 1723.0 2223.3 2740.8 3070.4

EBITDA Margin (%) 20.7% 19.6% 20.6% 22.8% 24.6% 24.0%

Adjusted PAT 675.4 704.1 754.0 1196.7 1632.3 1954.7

Net Profit Margin (%) 9.9% 11.0% 9.0% 12.3% 14.7% 15.3%

EPS 14.51 15.12 16.19 25.70 35.06 41.98

BVPS 73.31 88.27 99.91 117.29 140.94 170.12

P / E (x) 46.9 45.0 42.0 26.5 19.4 16.2

P / BV (x) 9.3 7.7 6.8 5.8 4.8 4.0

ROE (%) 19.8% 17.1% 16.2% 21.9% 24.9% 24.7%

ROCE(%) 12.6% 11.0% 13.9% 17.9% 20.2% 21.4%

EV / EBITDA (x) 26.4 29.7 21.5 16.7 13.9 12.1
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Bharat Forge Limited 

Exhibit 2: Financial Performance  

Source: Company Data & SMIFS Research 

The Company's Total Borrowings has increased by INR389.8Cr. Current 
Ratio has also decreased to 2.1 from 2.22. 
 
Material consumed as a %age of Net Sales has increased from 38.08% to 
39.25%. 
 
Although all other cost were under control, Other expenses has in-
creased 27% from last year. 
 
The Shipment Tonnage for Q4 is 68,706 v/s 55,189, a rise 24.5%.  
 
The Board has recommended a final dividend at the rate of 125% (i.e. 
Rs. 2.50 per equity share) on 465,588,632 fully paid Equity Shares of 
Rs.2/- each for the financial year ended March 31, 2018, subject to ap-
proval of the Members of the Company at the ensuing Annual General 
Meeting.  

Valuation: 
 
We marginally reduce our price target to INR834 (earlier INR 859) due to slow down in Industrial and defence 
revenue and assign a multiple of 23.8x to FY20E EPS of 35.06. The outlook for the company remains strong in the 
upcoming years, backed by the continued high growth in Automotive segment in both Domestic and International 
market. The company had a very healthy growth in both Topilne and operating profit in FY18 compared to FY17. 
The substantial dip in PAT was due to exceptional item and not likely to recur in future years. The new product 
development is helping the company to enter new markets. Also the new capacity expansion in “Baramati”  and 
“Nellore” would likely to commence production from May 2019 which would be an additional boost to their 

Year Ended (Consolidated)
Q4FY18 Q4FY17 YoY(%) Q3FY18 QoQ(%) FY18 FY17 YoY(%)

Net Revenue 1466.6 1125.7 30.3% 1390.6 5.5% 8357.7 6396.1 30.7%

Cost of materials consumed 529.8 395.4 34.0% 495.6 6.9% 3051.2 2279.0 33.9%

Purchase of traded goods -                  -              -                  -               -               229.9 158.83 44.8%

Employee benefit expenses 111.5 103.5 7.8% 110.9 0.5% 1089.2 930.9 17.0%

Other expenses 407.6 306.9 32.8% 367.7 10.8% 2264.4 1776.3 27.5%

EBITDA 417.70 319.97 30.5% 416.33 0.3% 1722.99 1251.09 37.7%

EBITDA Margin 28.48% 28.42% 6bps 30% -146bps 21% 20% 106bps

Finance Cost 30.3 18.5 63.7% 14.3 112.1% 106.5 100.0 6.6%

Depreciation & Amortisation 70.5 74.4 -5.2% 80.7 -12.7% 466.9 452.1 3.3%

Other Income 34.2 22.2 54.2% 21.9 56.0% 142.0 119.3 19.1%

Exceptional gain/(loss) -133.2 38.0 -450.4% -               -               -95.8 128.4 -174.6%

PBT 217.9 287.3 -24.2% 343.2 -36.5% 1195.8 946.8 26.3%

Tax Expense 117.5 79.7 47.4% 115.1 2.2% 441.8 249.2 77.3%

PAT 100.3 207.5 -51.7% 228.2 -56.0% 753.97 697.62 8.1%

PAT Margin 6.8% 18% -1160bps 16% -957bps 9% 11% -189bps

Particulars Quarter Ended (standalone)

Please find below the link of our previous report: 

 

https://www.smifs.com/files/reports/636548884206827046_SMIFS%20Research_Initiating%20Coverage%20Report%20on%

20Bharat%20Forge%20Ltd.pdf 
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Strong demand growth  
driven by surge in Indian 
and global in Industrial 

segment and Comm 
vehicles. Pass car segment 

grew 30% in FY18.  

The exceptional  loss 
contains provisions made 
for investments made in 

2011-13. This is a one time 
activity and wont recur in 

next year. 

The revenue from new 
Capex is expected to 

generate INR600-650Cr 
minimum or may go up to 

double.  

Bharat Forge Limited 

Conference Call Highlights 

Shipment tonnage in Q4 increased 25% from last year to 68,706 tonn. 
Domestic sales were INR6186Cr and Export were INR8148Cr. Domes-
tic sales grew 23% from last year same quarter and Export grew 36%.  
 
Strong demand growth  driven by surge in Indian and global in Indus-
trial segment and Comm vehicles. Pass car segment grew 30% in 
FY18. Margin remained strong in spite inflationary pressure. D/E has 
gone to 0.2x. 
 
Recent order wins make it to total 1500Cr which 90% from Pass cars 
and industrial and which also further de-risking its business opera-
tions.  
 
The company is doing Capex of INR400 cr in Baramati in new forging 
and machining  facility for heavy and large complex parts . this is 
along with new Andhra Pradesh plant which is expected to get com-
missioned from May 2019.  
 
R&D in Myra already commissioned and developing products in EV 
segment. 
 
The exceptional  loss contains provisions made for investments made 
in 2011-13. This is a one time activity and wont recur in next year. 
 
Other expenses  has gone up due to Forex loss and R&D expenses in 
Myra facility which were not capitalised and charged to P/L. 
 
The management is looking at a strong 2019 year, strong demand 
traction from India and Globally. 
 
The company has developed lots of  new products based on R&D on 
which they have won new business. 
 
The company expects Commercial vehicle in both India and US , Con-
struction & Mining , Passenger vehicle, Agriculture to be high growth 
sectors and expecting  double digit growth. 
 
The revenue from new Capex is expected to generate INR600-650Cr 
minimum or may go up to double.  
 
Revenue from Oil segment in FY18 was INR100m and is expected to 
double in upcoming year. 

Recent order wins make it 
to total 1500Cr which 90% 

from Pass cars and 
industrial and which also 

further de-risking its 
business operations.  
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Bharat Forge Limited 

In CY18 - the company 

expects US growth at 28% 

and India at 10-12%. 

Other expenses includes 

FX loss which is due to 

revalue on foreign 

currency loan - an 

accounting adjustment. 

In CY18 - the company expects US growth at 28% and India at 10-

12%. 

Currency realisation for Q4  came at 68.3 would be similar next 

year. 

Aerospace and defence sector has been flattish this year. The rev-

enue from these two came at INR160Cr. In Aerospace segment 

larger portfolio are being offered which would  give more growth 

opportunities.  

The whole Agri sector to take off in India -the company is devel-

oping products  for tractors, focusing in mechanization of Agri 

segment- such components used in harvesting.  Currently Agri is 

very small and all put together 110-120 Cr. 

Other expenses includes FX loss which is due to revalue on foreign 

currency loan - an accounting adjustment. 

In US infrastructure- roads ,rails, airports has become really old. 
Thus a major infrastructure push is going to happen as govt is 
talking about. e-comm is driving logistics to massive level. 
 
The contribution from US class 8 trucks- little less than 20. Cur-
rently the plant Capacity utilisation is running at 70-75%. 
 
Revenues from the Industrial sector grew 10.5% in FY2018 as 
compared to FY2017. 
 
In US class 8 truck market has started on a firm footing as wit-
nessed from the strong class 8 orders for the first quarter. The 
managements expects the market to stay robust for the remain-
ing part of the year as well. 
 
Passenger Car segment continues to witness robust demand in 
Europe and US. Revenues in this segment grew by 22.7% in 
FY2018 as compared to FY2017. The management expects this 
segment to contribute more in total revenue as the company is 
raising its product offering and targeting new customers. 
 
In FY19 the management expects continued strong performance 
across all the sectors primarily driven by combination of contin-
ued growth in end market demand and new product ramp up. 

In FY19 the management 
expects strong 
performance across all 
the sectors primarily 
driven by growth in end 
market demand and new 
product ramp up 

Revenues from the 
Industrial sector grew 

10.5% in FY2018 as 
compared to FY2017. 
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Disclaimer 

Any document, including this report, which is prepared by the research team of Stewart & Mackertich Wealth Management Ltd. (SMIFS) is circulated for 
the purpose of information only to the intended recipient and should not be replicated or quoted or    circulated to any person/corporate or legal entities in 
any form. This document/ documents/ reports/ opinion should not be interpreted as an Investment/ taxation/ legal advice. While the information 
contained in the report has been procured in good faith, from sources considered/ believed to be reliable, all/ part of the statement/ statements/ opinion/ 
opinions/ view/ views in the report may not be considered to be complete or accurate. Therefore, it should only be relied upon at the recipients own risk.  
 
Research Analysts/ Economists/ Advisors/ Investment Strategists or any other spokes persons of the company (SMIFS) are often sought after for 
expressing their views on print/ electronic/ web media. The views expressed are purely based on their assumption/ understanding on fundamental 
approach/ technical and historic facts on the subject. The views expressed should not be construed as an offer to buy/ sell or hold equity/ commodity/ 
currencies or their derivatives. The views/ opinions expressed is for information purpose only, and may change due to underlying factors, related or 
unrelated or other market conditions and may or may not be updated.  
 
Stewart & Mackertich Wealth Management Ltd, its subsidiaries, or any of its directors, employees, agents, and representatives shall not be liable for any 
damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the 
use of the information/ research reports/ opinions expressed.  
 
Disclosure: Clients/ associates of SMIFS Group may be holding positions in equities or their derivatives on which the research report is made or opinion 
is formed or views are expressed in print or electronic media. We ensure all compliance is adhered to with this report/ reports/ opinion or views expressed. 
 
Analyst ownership of the stock – NIL  
Analyst’s dependent relatives’ ownership in the stock – NIL  
 
Analyst Certification: The matter related to the report has been taken from sources believed reliable and the views expressed about the subject or i ssues 
in this report accurately reflect the personal views of the analyst/ analysts. Stewart & Mackertich Wealth Management Ltd. does not compensate partly or 
in full, directly or indirectly, related to specific recommendations or views expressed by the research analysts/ market strategists/ Portfolio Managers.  
 
REGISTRATION as required under SEBI (Research Analyst) Regulation 2014 has been granted by Securities & Exchange Board of India (SEBI), registration 
number being INH300001474.  
 
Stewart & Mackertich Wealth Management Ltd. 
Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 
Tel.: +91 33 6634 5408 /, Fax: 91 33 22893401 
 
Website: www.smifs.com 
 
For queries related to compliance of the report, please contact:  
- Sudipto Datta, Compliance Officer  
Contact No.: +91 33 66345414 / 4011 5414  
Email Id.: compliance@smifs.com / sudipta@smifs.com 
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