ANANDR ATHI

30 April 2026
Ceat

Steep inflationary pressure ahead:; price hike crucial; maintain HOLD

Consolidated EBITDA grew by 53% y/y to Rs5.93bn in Q4FY26 (vs. out
estimate of Rs5.58bn), led by effective control of opex. Whilst the demand
outlook for OEM, export and replacement volume (standalone) appears to
be healthy, price hike could affect demand, going forward. The company
continue its market share gain in aftermatket/OEM, led by superior
products, marketing and capacity expansion. Steep inflationary pressure
ahead with 15-20% increase in RM basket is expected in Q1FY27e, led by
higher crude and rubber prices. The company has undertaken ~5% hike in
aftermarket till Apr-26 to partly negate the impact. Next set of price hikes is
important, which will also be dependent on competition action and demand
scenario. We expect ~270bps contraction in gross margin over FY26-28e
(compared to Q4FY26 levels), led by partial cost pass-through. Notably,
lower-than-expected price hike could be a key risk, going forward. We retain
HOLD rating on Ceat with a revised TP of Rs3,850 (from Rs4,400 earlier),
valuing the stock at 16x consolidated EPS (from 17x FY28e EPS earlier).

Camso to Expand Operations in OHT Segment: Takeover of Canso would
expand the company’s operations in higher-profit OHT category. Looking ahead,
Camso’s margin is expected to improve towards double-digit, as distribution/
production takeover is completed from Michelin.

EBITDA Exceeds Estimates. Consolidated revenue grew by 23% y/y to
Rs42.2bn vs. our estimate of Rs42.3bn. EBITDA surged 53% y/y to Rs5.93bn
(beating our estimate of Rs5.58bn), led by lower-than-expected other
expenses. Other expenses fell by 4% q/q (up 17% y/y), owing to lower
outsourcing and other operational expenses. EBITDA margin expanded by
270bps y/y and 50bps q/q to 14% vs. our estimate of 13.2%. Subsidiaries (C-S)
revenue stood at Rs1.83bn, while EBITDA margin came in at 3% with Rs448m
PAT loss. Interest cost grew 14% y/y to Rs847m, while depreciation rose by 21%
y/y to 1.84bn, and other income grew by 469% y/y to Rs257m. Tax rate
increased to 29% in Q4FY26 from 21.5% in Q4FY25 and 24.5% in Q3FY26.
Accordingly, APAT grew by 86% y/y to Rs2.54bn (vs. our estimate of Rs1.94bn),
due to higher-than-expected operating profit/other income and lower-than-
expected interest cost. Reported PAT includes exceptional cost of Rs100m
towards VRS.

Management Commentary: RM basket cost is expected to tise by 15-20% q/q
in Q1FY27. After ~5% price hike in aftermarket, it intends to take further 5%
hike by Q1FY27-end. Notably, OEM pass-through happens with a lag. It expects
healthy volume growth with some moderation, going ahead due to price hike.

Outlook and Valuation: We expect revenue /EBITDA to grow by 17 /13% over
FY26-28¢. We have trimmed our FY27/28¢ EPS estimate by 8-20%, mainly due
to commodity inflation pressure. Net debt/equity is expected to remain at
similar range of 0.6x till FY28e. We maintain HOLD rating on Ceat with a
revised TP of Rs3,850 (from Rs4,400 earlier), valuing it at 16x Mar-28
consolidated EPS. Multiple slightly lowered to 16x from 17x due to earnings
uncertainty. Key Risks: (a) Lower-than-estimate growth; (b) higher
competitive intensity; (c) weaker performance of Camso; and (d) delayed pass-
through of adverse RM prices.
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Quick Glance - Financials and Valuations (Consolidated)

Fig 1 — Income Statement (Rs m)

Fig 2 - Balance Sheet (Rs m)

YIE Mar FY24 FY25 FY26  FY27e  FY28e YIE Mar FY24 FY25 FY26 FY27e FY28e
Revenue 1,19,435 1,32,179 1,56,780 1,91,092 2,13,822 Share capital 405 405 405 405 405
Growth (%) 5.6 107 186 219 119 Net worth 40,426 43,685 50,460 56,448 64,734
Raw material cost 69,244 82,321 95,024 1,20,592 1,32,749 Debt 16,289 19,284 30,108 34,108 35208
Direct cost + SG&A 33,669 35,116 41,285 49,364 54,809 Minority interest 97 77 80 80 80
EBITDA 16,522 14,741 20,472 21,136 26,265 DTL / (Assets) 4509 5004 6322 6322 6,322
EBITDA margins (%) 13.8 1.2 131 11.1 12.3 Capital employed 61,322 68,050 86,970 96,959 1,06,344
- Depreciation 5088 5627 6974 7911 9,045 Net tangible assets 61,738 68,570 79,776 87,865 96,320
Other income 197 176 404 424 445 Net intangible assets 742 1,042 4306 4306 4,306
Interest expense 2691 2,778 3586 4,181 4,513 Goodwill 231 231 304 304 304
PBT 8,941 6512 10,315 9468 13,152 CWIP (tang. & intang.) 6,835 5375 6384 6384 6,384
Effective tax rates (%) 25 26 27 28 27 Investments (strategic) 1,821 1,898 2218 2218 2,218
+ Associates / (Minorities) 282 231 166 182 201 Investments (financial) - - - - -
Adjusted income 7,008 5023 7,693 7,045 9,748 Current assets (excl. cash) 27,987 34,475 45603 55,663 59,979
Extraordinary item Profit/(Loss) 582 296  -712 - - Cash 591 532 433 888 1,119
Reported PAT 6,427 4726 6,980 7,045 9,748 Current liabilities 38,623 44,074 52,052 60,668 64,286
WANS 40 40 40 40 40 Working capital -10,636 9,600 -6,450 -5006 -4,306
FDEPS (Rs) 1733 1242 1902 1742 2410 Capital deployed 61,322 68,050 86,970 96,959 1,06,344
Growth (%) 2191 283 532 -84 384
Fig 3 - Cash-flow Statement (Rs m) Fig 4 - Ratio Analysis
YIE Mar FY24  FY25 FY26 FY27e  FY28e Y/E Mar FY24  FY25  FY26 FY27e FY28e
PBT 8359 6,216 9,603 9,651 13,353 P/E (x) 209 292 19.1 20.8 15.0
+ Non-cash items 5088 5627 6974 7911 9,045 EV /EBITDA (x) 98 112 86 85 6.9
Oper. prof. before WC 13,447 11,843 16,577 17,562 22,398 EV/ Sales (x) 14 13 1.1 0.9 0.8
- Incr. / (decr.) in WC 2,674 2,909 612 1,444 699 P/B (x) 36 34 29 26 23
Others incl. taxes 1,071 1986 1,890 1,575 908 ROE (%) 11.2 77 95 8.1 10.0
Operating cash-flow 17,193 10,920 17,856 17,693 22,606 RoCE (%) - after tax 15.1 113 14.2 117 136
- Capex (tang. + intang.) 8,668 9,426 11464 16,000 17,500  RolC (%)- after tax 153 114 142 118 138
Free cash-flow 8,525 1,494 6,392 1,693 5,106 DPS (Rs) 300 310 285 261 36.1
Acquisitions -11,205 Dividend yield (%) 0.8 09 08 07 1.0
- Div. (incl. buyback & taxes) 485 1214 1214 1,057 1,462 Dividend payout (%) 76 266 165 150 150
+ Equity raised - - - - - Net debt / equity (x) 04 04 0.6 0.6 0.5
+ Debt raised 4638 299 10,825 4,000 1,100 Receivables (days) 39 46 43 40 40
- Fin investments -117 2 -309 - - Inventory (days) 61 63 69 77 75
- Misc. (CFI + CFF) 3412 -3335 -4588 -4,181 -4513 Payables (days) 123 121 132 130 128
Net cash-flow -128 -58 -99 455 231 CFO: PAT % 245 217 232 251 232

Source: Company, Anand Rathi Research; Note: Camso consolidated from 1Sep’25

Source: Company, Anand Rathi Research

Fig 5 — Price Movement
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Fig 6 — Segment-wise Standalone Revenue (FY26). Well
diversified among peers
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I Result Highlights (Consolidated)

Fig 7 - Quarterly Performance

(Rs m) Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26 YIY (%) QIQ(%)
Revenue 34,206 35,294 37,727 41,571 42,189 23 1
Expenditure 30,325 31,417 32,693 35,937 36,262 20 1
as % of sales 88.7 89.0 86.7 86.4 86.0
Consumption of RM 21,391 22,311 22,286 24973 25,453 19 2
as % of sales 62.5 63.2 59.1 60.1 60.3
Employee cost 2,257 2,268 2,617 2,822 3,006 33 7
as % of sales 6.6 6.4 6.9 6.8 71
Other expenditure 6,677 6,838 7,789 8,141 7,802 17 4)
as % of sales 19.5 19.4 20.6 19.6 18.5
EBITDA 3,881 3,877 5,034 5,634 5,927 53 5
Depreciation 1,523 1,514 1,739 1,881 1,841 21 (2)
EBIT 2,358 2,364 3,295 3,752 4,087 73 9
Other income 45 47 39 61 257 469 325
Interest 744 821 870 1,050 847 14 (19)
PBT 1,659 1,590 2,464 2,763 3,498 11 27
Profit from JV / Associates 63 -14 72 50 55 (13) 8
Tax 356 419 680 676 1,014 185 50
Adj. PAT 1,365 1,157 1,857 2,137 2,538 86 19
Extraordinary items (loss) / gain -370 -33 0 -580 -100
Reported PAT 995 1,125 1,857 1,558 2,439 145 57
Adj. EPS (Rs) 33.8 28.6 459 52.8 62.8 86 19
Margins (%) (bps) (bps)
Gross 375 36.8 40.9 399 39.7 220 (26)
EBIDTA 1.3 11.0 133 13.6 14.0 270 50
EBIT 6.9 6.7 8.7 9.0 9.7 279 66
PAT 4.0 33 49 5.1 6.0 203 88
Effective tax rates 215 264 276 245 29.0 753 452

Source: Company

Fig 8 — Change in Estimates

(Rs m) Old Estimates New Estimates Change (%)
s m
FY27e FY28e FY27e FY28e FY27e FY28e

Revenue 1,78,572 1,93,774 1,91,092 2,13,822 7.0 10.3
EBITDA 23,764 26,588 21,136 26,265 111 1.2
% of revenue 13.3 13.7 111 123

Adj. PAT 8,784 10,513 7,045 9,748 -19.8 7.3
EPS (Rs) 217.2 259.9 174.2 241.0 -19.8 7.3

Source: Anand Rathi Research

Fig 9 — Q4FY26 Actual vs. Estimates
Rs m Actual Estimates Variance (%) Consensus Variance (%)

Revenue 42,189 42,226 0.1) 42,060 0.3
EBITDA 5,927 5,583 6.2 5,575 6.3

EBITDA margin (%) 14.0 132 83 bps 133 79 bps
Adj. net income 2,538 1,943 30.6 1,930 315
FDEPS (Rs) 62.8 48.0 30.6 417 31.5

Source: Company, Bloomberg, Anand Rathi Research
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I Earnings Concall - Key Takeaways

Demand outlook remains healthy albeit with some moderation due to
price hikes.

Quarterly Volume: Overall volume grew by 20%. Aftermarket saw mid-
teen growth (2W mid-20%, CV/Farm low teen, PCR mid single-digit),
while OEM saw mid-teen (PCR double-digit on low base, Farm double-
digit, CV low double-digit and 2W single-digit) and exports mid-20%
(non-specialty up >20%). Notably, sales to West Asia (15% of exports)
got severely impacted from Mar-26.

FY26 Volume: Aftermarket volume witnessed double-digit growth,
while OEM volume grew by >20%.

Quarterly Market Share — Aftermarket: While PV market share grew
by 50bps, Motorcycle/TBR market share rose by 100/50bps. Notably,
Scooter market share remained flattish.

Quarterly Market Share — OEM: While PV/Mototcycle market share
fell by 100bps each. While Scooter market share gained, TBR saw slight
decline. EV market shate stood at 29/18% in PV/2W segments.

Launch of New SKUSs: Over 130 SKUs were launched in OHT in FY26.
Premiumisation with higher share of >17” PV tyre, >250cc 2Ws tyre and
premium TBR tyre (lower TCO).

Current US Tariffs: CV/PV/tracks at 25% and off-road at 10% over
4% original tariff.

The company set up overseas entities and branches in Germany, UK,
France and Poland to build localised business.

Growth in other income is attributable to hedging gains and royalty from
Camso. Sequential decline in other expenses is attributable to lower
outsourcing and other operating expenses.

RM Basket: While RM Basket remained broadly sequentially similar in
Q4FY?26, due to low-cost inventoty, it is expected to tise by 15-20% q/q
in Q1FY27. Crude prices rose from $65/bbl to $100 in Mar-26 and $107
currently. International rubber prices increased from $1,700/tonne in
Q4FY26 to $1,800 in the beginning of Q1FY27 and currently at $2,050-
2,100. Domestic rubber prices rose to Rs245 from Rs190/kg in Jan-26.

Price Hike: OEM saw single-digit hike in Q1FY27, while big hike is
likely in Jul-26. Aftermarket saw ~5% hike from Mar-Apr’26. The
company is planning for another 5% price hike by Jun-26. Exports saw
~10% hike in stages post 30—45-day orders completion (3-5% taken and
another 5% is likely in 1-2 weeks). Notably, MRF has hiked prices by 3-
3.5%.

While freight cost has increased, it is recovered through surcharge.

Camso: Revenue fell 5% q/q. Production was affected due to non-
availability of fuel in Sri Lanka. Business will remain in transition for
another 4 quarters. It expects entire value chain under control by end of
FY27. Sales (up to 90%) should be in control by HIFY27, and purchase
should be in control by upstream equipment by H2FY27. Employee cost
fell by Rs180m q/ q due to additional manpower hiring. 25-30% of value
chain margin is currently with Michelin. RM cost increase is pass-through
like it is done with OEMs (both input and sales).
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B Capex: Capacity utilisation stood at 85-90% across segments. Expect
capex of Rs2-2.5bn in Q1FY27 and Rs13-14bn in FY27. Camso is
expected to incur $30m capex for upstream equipment (up to 75% in
FY27). It incurred Rs4.07/10.76bn capex in Q4FY26/FY26. Camso’s
intangibles acquisition was at Rs2.36bn in Q2FY26.

B Working Capital (WC): WC increased by Rs1.39bn in FY26 due to GST
credit balance of Rs1.2bn, export receivables and state government
incentives dues.

B  Debt: Consolidated and standalone debt stood at Rs30.1bn and
Rs29.61bn, respectively. Interest cost fell Rs200m on lower interest on
security deposit and average debt level.

Anand Rathi Research 5
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I Outlook and Valuations

Standalone Biz: Volume outlook is healthy in replacement, OEMs and
exports. We expect revenue to cock 17% CAGR over FY26-28e, aided by
volume and price hikes. Ceat is expected to outpace the industry, led by its
premium product positioning and marketing.

Camso: Takeover would expand Ceat’s operations in higher-profitability
OHT segment, solidity its presence in agriculture to construction equipment
and add OEMs and distributors. Later, it would open opportunities in other
segments i.e., agriculture, harvesters, mining and power sports. Margin is
likely to improve towards double-digit, as distribution/production takeover
is completed. While we see revenue at Rs9.4/11.3bn over FY27/28e, while
EBITDA margin is seen at 5/12%.

Consolidated Biz: Higher commodity pressure is likely to impair EBITDA
margin. We see post-tax RoCE of >10% over FY26-28e. FCF is seen at
Rs3.4bn/year over FY27-28e. Net debt/equity is likely to remain at similar
range of 0.6x till FY28e. We maintain HOLD rating on Ceat with TP of
Rs3,850, valuing it at 16x consolidated EPS.

Fig 10 — Key Assumptions (Standalone)

Revenue (Rs m FY24 FY25 FY26 FY27e FY28e CAGR FY26-28e (%

Trucks and Buses 37,086 39706 45466 53195 59579 14
Wiy (%) 9.1 7.4 145 17.0 120

Two-wheelers 32301 37059 42,331 49527 55965 15
iy (%) 9.6 14.7 14.2 17.0 13.0

PCs 23926 26471 34492 39665 44,029 13
W (%) 56 10.6 303 15.0 11.0

LCVs 8,374 9,265 10,975 12,731 14,004 13
iy (%) 7.6 10.6 185 16.0 10.0

Farm 17045 19853 23517 26574 28,966 1
iy (%) 1.0 10.6 185 13.0 9.0

Total 119,632 132,354 156,780 181692  2,02,542 14
W (%) 56 10.6 185 15.9 115

Source: Anand Rathi Research

Fig 11 - 1-year-forward P/E — median is 17x; we have applied 16x multiple due to
earnings uncertainty
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Key Downside Risks

B [ower-than-estimate growth.

B Higher competitive intensity.

B Weak performance of Camso.

B Delayed pass-through of adverse RM prices.
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