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Apollo Tyres
CVD on Chinese tyres offers little cheer

The government has levied a countervailing duty (CVD) on truck and 
bus radial tyres originating from China. The duty amounts to 9.1-
17.57% of the tyre’s CIF value. The levy is aimed at protecting Indian 
tyre manufacturers from Chinese players which are subsidized 
by Chinese Government to promote exports. Chinese tyres form 
about 10% of the domestic CV tyres  market. However, as per our 
understanding CVD is unlikely  to have a material reduction in the 
Chinese tyre prices. As per The Association of Tyre Manufacturers 
Association (ATMA), CVD will be triggered in only some  instances 
(only if the Chinese subsidy rate is higher than the dumping rate). 
In most of cases, the anti-dumping duty (ADD) of 7-13%, already 
in force from September 2017 will apply. ATMA also stated that to 
avoid the CVD, Chinese players are likely to route their products 
from Vietnam which will further dilute  the CVD impact. Hence, we do 
not expect demand to meaningfully shift from Chinese to domestic 
players. Nevertheless the Intent of the Government behind levying 
the CVD is viewed as favorable development for the domestic tyre 
manufacturers as it would safe guard their interest. We see this as 
directionally positive for tyre sector. Nevertheless, given Apollo 
Tyres Limited’s (ATL’s) healthy show in the domestic replacement 
market and ramp-up of European operations, it is expected to be the 
fastest growing tyremaker. A low debt: equity ratio, peaking of the 
capex cycle and reasonable valuations give us comfort on ATL. We 
retain Buy with unchanged PT of Rs 230.

Our Call

Valuation: Retain estimates; maintain Buy with unchanged PT of Rs. 
230:  The CVD is unlikely to meaningfully drive demand for ATL. Hence, 
we retain our earnings estimates for FY2020 and FY2021. Nevertheless, 
ATL’s earnings are likely to grow in double digits during FY2020-2021 
due to healthy growth in the domestic replacement market and a ramp 
up in European operations. We expect ATL to sustain margins, led by 
a strong pricing power and dominant market share in the passenger 
vehicle and commercial vehicle (CV) segments. Further, a low 
debt:equity ratio, peaking of capex cycle and a reasonable valuation 
of 11x FY21 earnings, give us comfort for investment. We maintain our 
Buy rating with an unchanged price target of (PT) of Rs. 230.

Key Risks

Earnings could be affected if demand from domestic OEMs falls further 
and raw material prices surge suddenly. Any adverse move in INR-Euro 
rate could also impact earnings.

Valuation (Consolidated) Rs cr

Particulars FY17 FY18 FY19 FY20E FY21E

Revenues 13,180.0 14,842.9 17,548.8 19,344.1 21,234.5

OPM (%) 14.0% 11.1% 11.2% 11.2% 11.4%

Adjusted PAT 1,099.3 723.9 879.7 878.4 1,020.4

% YoY growth 2.2% -34.2% 21.5% -0.2% 16.2%

Adjusted EPS (Rs) 21.6 12.7 15.4 15.4 17.8

P/E (x) 9.3 15.9 13.1 13.1 11.3

P/B (x) 1.4 1.2 1.1 1.0 1.0

EV/EBITDA (x) 7.1 8.5 7.2 6.9 6.3

ROCE (%) 12.9 7.4 7.5 7.8 8.5

RONW (%) 15.1 7.4 8.4 7.9 8.6

Source: Company; Sharekhan research

Company details

Market cap: Rs. 11,472 cr

52-week high/low: Rs. 300 / 174

NSE volume: (No of 
shares)

27.5 lakh

BSE code: 500877

NSE code: APOLLOTYRE

Sharekhan code: APOLLOTYRE

Free float: (No of 
shares)

33.8 cr

Promoters 40.9

Institutions 21.9

Corporate Bodies 5.7

Foreign 19.7

Public and others 11.8

Shareholding (%)

Price performance

(%) 1m 3m 6m 12m

Absolute 3.0 -5.6 -12.5 -24.5

Relative to 
Sensex

2.7 -9.9 -21.8 -32.9

Price chart

Sector: Automobile

Event Update

Change

Reco: Buy

CMP: Rs. 201

Price Target: Rs. 230
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Government levies CVD on Chinese originating truck and bus radial tyres: The government has levied a 
definitive CVD of 9.12-17.57% on imports of truck and bus radial tyres originating from China. The duty aims to 
primarily offset subsidisation that China provides to its exporters. Chinese tyre imports currently contribute 
about 10% of overall tyre market demand. 

Duty unlikely to lead to material demand shift to domestic players: China offers its tyremakers subsidies 
to boost truck and bus radial tyre exports to India. This enables Chinese players to price tyres competitively, 
cheaper by 20-25% as against Indian counterparts. Therefore, to shield domestic players, the government 
has levied a CVD. However, as per norms, the existing ADD of 7-13% (already in force from September 2017) 
will override the CVD and in most instances only ADD will be levied. The CVD will be levied only in a very 
few instances where the rate of subsidisation exceeds the rate of dumping. Further, industry experts believe 
Chinese players will now route tyres through other places such as Vietnam (to avoid CVD), which will further 
dilute the levy’s impact. We therefore believe that CVD is unlikely to result in a material shift in demand from 
Chinese players to domestic players. 
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About company

ATL is the largest Indian tyre manufacturer with a strong brand image. It is a pretty diversified player with a 
presence in India as well as Europe. The Indian business contributes about 70% of revenue, while European 
business contributes the rest. With its recent entry into the two-wheeler space, ATL has become a full-fledged 
tyre manufacturer with a presence across automotive segments - passenger vehicles, commercial vehicles 
and two wheelers. The OEM and replacement segments contribute equally to the company’s revenue.

Investment theme

ATL is one of the leading tyre companies having a dominant market share in both the Commercial vehicle 
and passenger vehicle space. The company enjoys strong pricing power and usually leads the industry in 
price hikes when raw material prices surge. Apart from the domestic market, the company has also ramped 
up presence in Europe and set up a greenfield plant in Hungary. 

Key Risks

 �  ATL derives about 30% of revenue from European operations and hence is exposed to currency risks. Any 
adverse movement in the INR-Euro pair would affect financials. 

 �  Crude oil and natural rubber form about 65% of the company’s raw material basket. Prices of both are linked 
to international price trends and are highly volatile. Any sudden spike in raw material costs could affect ATL’s 
profitability.

Additional Data

Key management personnel 
Name Designation

Onkar Singh Kanwar Chairman & Managing Director

Mr Neeraj Kanwar Vice Chairman & Managing Director

Sunam Sarkar President & Chief Business Officer

Gaurav Kumar Chief Financial Officer

Source: Bloomberg

Top 10 shareholders
Sr. No. Holder Name Holding (%)

1 Neeraj consultants 12.91

2 Franklin Resources 8.18

3 Apollo Finance group 8.75

4 HDFC Asset Management Company 6.74

5 Morgan Stanley Investment Management 0.16

6 Sunrays Property 6.35

7 HDFC TRUSTEE CO. LTD. & IT 5.66

8 SACRED HEART INVESTMENT CO 4.27

9 ICICI Prudential Asset Management 3.21

10 Motlay Finance Pvt Ltd 2.96

Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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