
 
 

 
 

 

C
om

pa
ny

 U
pd

at
e 

July 3, 2024 

CMP: ₹ 1,670       Target: ₹ 2,000 (20%)  Target Period: 12 months  

Amara Raja Energy and Mobility Ltd (AMARAJ) 

 
BUY 

IC
IC

I S
ec

ur
iti

es
 –

 R
et

ai
l E

qu
ity

 R
es

ea
rc

h 
 

  

Stepping up play in sunrise Lithium-Ion Battery space… 
About the stock: Amara Raja Energy & Mobility (AREM) is a part of the duopolistic 
organised Indian lead acid battery market with a strong presence across 
Automotive (OEM & aftermarket) and Industrial battery space (UPS, Telecom, etc.). 

Announces technology tie-up in Li-On cell manufacturing: Amara Raja’s 
wholly owned subsidiary i.e. Amara Raja Advanced Cell Technologies Pvt. Ltd 
(ARACT) has signed a technical licensing agreement with GIB EnergyX Slovakia, a 
subsidiary of Gotion High-Tech Co Ltd. As part of agreement GIB EnergyX will 
license Gotion’s world class LFP technology for lithium-ion cells to ARACT. This 
comprehensive agreement enables Amara Raja to manufacture world class LFP 
cells in both cylindrical & prismatic form factors. The scope of licensing provides 
access to cell technology IP, support in establishing Gigafactory facilities 
conforming to latest generation process technologies, integration with Gotion’s 
global supply chain network for critical battery materials, and technical support for 
solution deployment. This is positive development for the company and such 
technology tie-up was keenly awaited. It shall help Amara Raja developed its 
envisaged Gigafactory. GIB is a credible player in this space with Volkswagen 
China as one its large shareholder & planned cell capacity of ~300 GWh by 2025.  

Investment Rationale 

• Commitment gets firmer in Li-On space: The company has in the past has 
entered into MoU with Govt. of Telangana for setting up of Li-Ion Battery 
Gigafactory. The said facility is expected to have cell manufacturing 
capacity of up-to 16GwH & assembly capacity of up to 5 GWh with overall 
investment pegged at ~₹9,500 crores over next 10 years. In the first phase, 
it is setting up a Li-On cell plant of 2GwH capacity at capex outlay of ~₹ 
1,200 crore with likely commissioning by FY26E. The management in the 
recent call also shared interesting facts about its new technology tie-up: (i) 
Gotion Hi-Tech is among the top 5 battery players in China and counts 
itself in top 10 players globally (ii) it will look at 4-6 GWh capacity in LFP 
space to start with and capex for the same is pegged at ~₹ 600-650 crore 
per GWh (iii) it expects to clock ~11-12% margins at 10-12 GWh scale with 
corresponding RoCE expected at lower double digit at battery prices of 
US$ 70-75/KwH (iv) it is looking at NMC chemistry for 2-W EV battery 
space and LFP chemistry for rest of the segments (v) it has applied for PLI 
scheme and is awaiting results of the same.      

Rating and Target Price 

• With much awaited technology tie-up in place in the Li-On cell domain, 
steady state base lead acid business, we retain our positive view on the 
stock. We assign BUY rating on Amara Raja and value it at ₹ 2,000 on 
SoTP basis wherein we have valued its base business at 25x PE on FY26E 
and assigned 4x CWIP to estimated capex in Li-On cell domain in FY26E. 

  

Key Financials FY20 FY21 FY22 FY23 FY24P
 5 year CAGR 

(FY19-24) 
FY25E FY26E

 2 year CAGR 
(FY24-26E) 

Net Sales 6,839.5    7,149.7    8,695.8   10,389.7 11,260.3 10.6% 11,715.8 12,660.2 6.0%
EBITDA 1,098.6    1,115.6    1,022.6   1,435.0    1,621.4    11.2% 1,738.2    1,904.7    8.4%
EBITDA Margins (%) 16.1          15.6          11.8        13.8         14.4         14.8         15.0         
Net Profit 660.8        646.8        511.2      730.7       905.9       13.4% 979.9       1,087.4    9.6%
EPS (₹) 38.7          37.9          29.9        39.9         49.5         53.5         59.4         
P/E 43.2          44.1          55.8        41.8         33.7         31.2         28.1         
RoNW (%) 18.1          15.4          11.2        12.7         13.4         13.0         12.9         
RoCE (%) 21.3          18.6          13.6        15.8         16.5         16.0         15.9          

 

Particulars 
 

Particular ₹ crore
Market Capitalization 30,561
Total Debt (FY24P) 53
Cash & Invt. (FY24P) 369
Enterprise Value 30,245
52 week H/L (₹] 1,776 / 599
Equity capital 18.3
Face value (₹) 1.0    

Shareholding pattern 
Jun-23 Sep-23 Dec-23 Mar-24

Promoter 28.1    28.1     28.1     32.9     

FII 35.2    24.6     24.0     24.5     

DII 10.5    16.8     17.9     15.4     

Other 26.3    30.5     30.0     27.3        

Price Chart 

 

Recent event & key risks   

• Announced Technology tie-up 
with Gotion group in Li-On cell 
domain, aimed at LFP chemistry 

• Built in Sales/PAT CAGR of 
6%/10% over FY24-26E 

• Key Risk: (i) lower than built in 
margin recovery in the base 
business (ii) delay in capex 
execution in the new energy 
business (Li-On battery space)  

Research Analyst 

Shashank Kanodia, CFA 
shashank.kanodia@icicisecurities.com 

Manisha Kesari 
Manisha.kesari @icicisecurities.com 
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Key Financial Summary 

 

 
 

Source: Company, ICICI Direct Research 
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Key slides and tables 

Exhibit 1: Business Overview 

 
Source: Company, ICICI Direct Research 

 

Exhibit 2: New Energy Business overview 

 
Source: Company, ICICI Direct Research 

 

Exhibit 3: SoTP - target price calculation 
Particulars Units Amount
FY26E PAT of Base Business (Lead Acid Battery) ₹ crore 1,087
FY26E PAT of EV Chargers and others ₹ crore 50

Total FY26E PAT (A) ₹ crore 1,138
Total No of Shares (B) crore 18.3
FY26E EPS (A/B) ₹/share 62

PE Multiple Assigned x 25
per share value (A) ₹/share 1,560

Our Estimates of CWIP in Li-On Cell business, as of FY26E ₹ crore 2,000
Multiple Assigned x 4
Value to EV Business ₹ crore 8,000
per share value ₹/share 440
Total Target Price ₹/share 2,000  

Source: ICICI Direct Research 
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Financial Summary 

Exhibit 4: Profit and loss statement                                   ₹ crore 
(Year-end March) FY23 FY24P FY25E FY26E
Total operating Income 10,390 11,260 11,716 12,660

Growth (%) 19.5 8.4 4.0 8.1
Raw Material Expenses 6,998 7,534 7,752 8,337
Employee Expenses 651 699 762 836
Other Expenses 1,306 1,405 1,464 1,583
Total Operating Expenditure 8,955 9,639 9,978 10,756
EBITDA 1,435 1,621 1,738 1,905

Growth (%) 40.3 13.0 7.2 9.6
Depreciation 450 479 504 538
Interest 30 33 30 27
Other Income 90 102 105 114
PBT 1,045 1,211 1,310 1,454

Total Tax 266 305 330 366
PAT 731 906 980 1,087

Growth (%) 42.9 24.0 8.2 11.0
EP   ₹ 39.9 49.5 53.5 59.4  

Source: Company, ICICI Direct Research 

Exhibit 5: Cash flow statement                                            ₹ crore 
(Year-end March) FY23 FY24P FY25E FY26E
Profit after Tax 731        906         980         1,087     

Add: Depreciation 450        479         504         538         
(Inc)/dec in Current Assets (244)       (199)       (237)       (275)       
Inc/(dec) in CL and Provisions (64)         174         169         145         
CF from operating activities 873        1,359     1,416     1,495     

(Inc)/dec in Investments (408)       (993)       (200)       100         
(Inc)/dec in Fixed Assets (623)       (428)       (1,000)    (1,400)    
Others (598)       (485)       (96)          (93)          
CF from investing activities (1,638)    (1,154)    (1,196)    (1,293)    

Issue/(Buy back) of Equity -           -            -            -            
Inc/(dec) in loan funds -           -            -            -            
Dividend paid & dividend tax (104)       (169)       (183)       (192)       
CF from financing activities 811        (201)       (183)       (192)       

Net Cash flow 46           5             36           10           
Opening Cash 54           100         104         141         
Closing Cash 100        104         141         151          

Source: Company, ICICI Direct Research 

 

Exhibit 6: Balance Sheet                                                     ₹ crore 
(Year-end March) FY23 FY24P FY25E FY26E
Liabilities

Equity Capital 17.1 18.3 18.3 18.3
Reserve and Surplus 5,989 6,750 7,547 8,442
Total Shareholders funds 6,006 6,769 7,566 8,461

Total Debt 111 53 53 53
Deferred Tax Liability 104 88 92 99
Total Liabilities 6,481 7,204 8,004 8,907
Assets

Gross Block 5,472 5,830 6,230 6,580
Less: Acc Depreciation 2,278 2,757 3,261 3,799
Net Block 3,193 3,073 2,969 2,781
Capital WIP 234 322 922 1,972
Total Fixed Assets 3,494 3,444 3,940 4,802

Investments 486 1,479 1,679 1,579
Inventory 1,675 1,810 1,926 2,081
Debtors 780 1,017 1,123 1,214
Loans and Advances 411 192 200 216
Other Current Assets 115 161 167 181
Cash 100 104 141 151

Total Current Assets 3,080 3,284 3,557 3,843
Creditors 751 840 963 1,041
Provisions 141 131 151 163
Other current liabilities 564 659 686 741
Total Current Liabilities 1,456 1,631 1,800 1,945
Net Current Assets 1,624 1,653 1,758 1,898

Other Non-Current Assets 449 199 199 199
Application of Funds 6,481 7,204 8,004 8,907

 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Key ratios 
(Year-end March) FY23 FY24P FY25E FY26E
Per share data  ₹ 

EPS 39.9 49.5 53.5 59.4
Cash EPS 64.5 75.7 81.1 88.8
BV 328.2 369.9 413.4 462.3
DPS 6.1 9.9 10.0 10.5
Cash Per Share 6.8 20.2 27.6 17.3
Operating Ratios (%)

EBITDA Margin 13.8 14.4 14.8 15.0
PBT / Net sales 9.5 10.1 10.5 10.8
PAT Margin 7.0 8.0 8.4 8.6
Inventory days 58.9 58.7 60.0 60.0
Debtor days 27.4 33.0 35.0 35.0
Creditor days 26.4 27.2 30.0 30.0
Return Ratios (%)

RoE 12.7 13.4 13.0 12.9
RoCE 15.8 16.5 16.0 15.9
RoIC 16.8 18.4 19.6 21.6
Valuation Ratios (x)

P/E 39.9 33.7 31.2 28.1
EV / EBITDA 21.3 18.7 17.3 15.9
EV / Net Sales 2.9 2.7 2.6 2.4
Market Cap / Sales 2.9 2.7 2.6 2.4
Price to Book Value 5.1 4.5 4.0 3.6
Solvency Ratios

Debt/Equity 0.0 0.0 0.0 0.0
Current Ratio 2.0 1.9 1.9 1.9
Quick Ratio 0.9          0.8          0.8          0.8          

 

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% 

 

 

 

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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I/We, Shashank Kanodia, CFA, MBA (Capital Markets), Manisha Kesari, PGDM (Finance) 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 -  00 025. CI :  67120 H1995P C0862 1, Tel:  91 22  6807 7100. ICICI  ecurities 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. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122 
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investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons 
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Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  
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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 
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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 
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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 
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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, 
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