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Volume momentum amidst near term margin pressures...

About the stock: Balkrishna Industries (BKT) is the leader in the niche tyre segment
used in heavy machinery for mining and agriculture purposes.

Particul b
e Exports form lion’s share of its sales at ~64% of its revenues as of FY26. articuiar N crore
Market Capitalization 45,430
e Channel mix: replacement account for ~70% while OEM share is pegged at  14¢q| Debt (FY26) 4,049
~29%. Agriculture accounts for ~59% of volumes with OTR share at ~37% Cash & Inv (FY26) 3.155
Q2FY27 Results: BKT reported mixed performance. Standalone net sales for Q2'27 EV ( Crore) 46,323
stood at ~ 3,490 crore, up 46% YoY amid tyre sales volume of 91,397 tonne, up 52-week H/L (R) 2,775/ 1,965
30% YoY. EBITDA margins came in at 18%, down ~300 bps QoQ, courtesy higher Equity capital (% crore) 387
RM and logistics cost. PAT for Q2’27 stood at ~X291 crore, up ~10% YoY. Face value (%) 2.0

Investment Rationale:

e Strong Core OHT Franchise with Multiple Geographic Led Growth Do 2e Mo e ins2o T Seprde
Drivers: BKT operates in a niche off highway tyre (OHT) segment which Promoter 583 583 583 583
finds application in agriculture and mining/industrial purposes. Currently it Fil 110 111 103 91
has ~5-6% market share in the global OHT space and has been long ol 24.4 243 246 255
aspiring to take it to ~8-10% in years to come. Despite challenging global Other 6.3 6.3 6.8 7.2

market conditions, the company delivered healthy volume growth during
Q2FY27 (up 30% YoY), with India continuing to outperform and the

; o ) S . 30000 4000

European business maintaining its market positioning despite weather- 25000 3000

related demand pressures. Furthermore, the company's ability to maintain 20000

volume momentum alongside opportunities for market share gains in the igggg 2000

Americas and Europe, provides a strong foundation for its core business. 5000 1000
« Diversification and Strategic Partnerships Provide Long-Term Growth 9 N 0

Optionality but margin pressure to persist: BKT's expansion into the on- : : ‘: : r: : ‘Z

road tyre segment represents a significant long-term opportunity to Z 22z 2= 2

diversify its revenue base beyond the traditional OHT business. The Nifty {LHS) BKT (RHS)

strategic partnership with Pirelli further strengthens this opportunity by
providing access to premium passenger car tyre manufacturing, with
production expected to commence in 2027 and volumes targeted to
gradually reach 8 lakh tyres annually by 2030. These initiatives, collectively
aligned with Vision 2030, could transform BKT's business mix, create
multiple avenues for sustainable long-term growth. Profitability remained
under pressure during the quarter due to elevated raw material prices and
higher freight costs which are likely to persists for a few quarters.
Importantly, higher freight costs have not yet been fully passed on to
customers. Despite a volatile global environment, BKT reiterated its long-
term aspiration of maintaining EBITDA margins in the 20%-25% range.

Rating and Target Price

We remain constructive on BKT’s long-term prospects, supported by its
strong OHT franchise, expansion into on-road tyres and strategic
partnership, however, near term earnings are likely to remain under
pressure due to elevated input costs. With sharp up move in stock price
post results, we see limited upside in the counter going forward. Hence, we
maintain our HOLD rating on BKT with revised target as X 2,520 i.e. 26x
PE on avg. FY28-29E EPS.

e Posted mixed Q2FY27 results. Going

forward we expect sales, PAT at BKT
to grow at CAGR of 20.0%, 19.1%,
respectively, over FY26-29E.

e Key Risk: (i) higher than anticipated

sales volume growth over FY26-29E
(i) lower than anticipated margin
recovery amid volatile RM prices

Shashank Kanodia
Shashank.kanodia@icicisecurities.com

Bhavish Doshi
Bhavish.doshi@icicisecurities.com

Key Financials 5-year CAGR 3-year CAGR
P ’c’rore) FY24 FY25 FY26 y(sz1-2s) FY27E FY28E FY29E {sze-ng)
Net Sales 9,298.7 10,412.9 10,820.0 13.4% 14,178.6 16,339.3 18,690.5 20.0%
EBITDA 2,204.0 2,420.5 2,263.3 4.9% 2,696.5 3,211.1 3,785.5 18.7%
EBITDA Margins (%) 23.7 23.2 20.9 19.0 19.7 20.3
Net Profit 1,437.6 1,628.3 1,221.9 1.1% 1,364.1 1,683.8 2,061.7 19.1%
EPS (R) 74.4 84.2 63.2 70.6 87.1 106.6
P/E 31.6 27.9 37.2 333 27.0 22.0
RoNW (%) 16.2 15.7 111 11.3 12.6 13.7
RoCE (%) 12.6 12.3 9.5 9.9 11.6 134

Source: Company, ICICI Direct Research
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Q2FY27 Earnings Conference Call Highlights

e Strong Volume Growth Despite Challenging Global Environment: Balkrishna
Industries (BKT) delivered healthy sales volume growth in Q2 FY27 despite
considerable volatility across global end markets, driven by geopolitical
uncertainties, supply chain disruptions and challenging demand conditions in
certain geographies. The company's growth momentum was supported by
improved traction across its OHT (Off-Highway Tyres) business, with
management highlighting that both Q1 and Q2 witnessed strong volume
performance. While the management refrained from committing to a specific
quarterly volume target of 90,000 MT, it reiterated its endeavour to sustain the
current momentum and maximise sales and revenue growth.

e Carbon Black expansion progressing well: BKT's Carbon Black business
reported decent YoY revenue growth during Q2 FY27, supported by robust
demand across its product portfolio. Third-party sales currently account for ~ 10%
of the overall business. With the completion of its recent capital expenditure
programme, the company is focusing on expanding its external customer base
and increasing utilisation of the newly commissioned capacity.

e Raw Material Inflation and Freight Costs Continue to Pressure Margins:
Profitability remained under pressure during the quarter due to elevated raw
material prices and higher freight costs, largely arising from geopolitical
developments and supply chain disruptions. Management indicated that these
headwinds are likely to persist over the next few quarters. Although the company
implemented price increases of ~2%-3%, primarily in the Indian market, it has not
been able to fully pass on the increase in input costs. Freight expenses stood at
~6.5% of sales, with management expecting sea freight rates to remain at
elevated levels, potentially witnessing marginal further increases.

¢ On-Road Tyre Business Witnessing Encouraging Initial Traction: BKT's on-road
tyre business is witnessing encouraging traction, with its TBR (Truck and Bus
Radial) and Two-Wheeler tyre products receiving strong acceptance from
distributors, channel partners and end customers. The on-road portfolio currently
contributes a low-single-digit share of overall sales volumes and revenue. The
company is scheduled to launch its PCR (Passenger Car Radial) tyres in January
2027. Management reiterated its Vision 2030 ambition of achieving a 5% market
share in the on-road tyre segment and generating approximately20% of overall
turnover from this new vertical. The recent Pirelli partnership has further
strengthened channel confidence and is expected to support BKT's positioning in
the premium passenger car tyre market.

e Others: BKT incurred capital expenditure of ~X1,850 crore during H1 FY27, with
management indicating that the ongoing investment programme remains on
track. The company has accelerated certain capital expenditure projects by a
couple of quarters to expedite project completion, which has contributed to higher
borrowings. As of September 30, 2026, gross debt stood at approximately 5,985
crore, against cash and cash equivalents of 3,100 crore, resulting in net debt of
approximately 2,887 crore.

Q2FY27 Q2FY26 YoY (%) Q1FY27 QoQ (%)

Total Operating Income 3,490.5 2,388.7 46.1 3,444.7 1.3
Raw Material Expenses 1,982.1 1,157.6 71.2 1,734.9 14.2
Employee Expenses 154.9 126.2 22.8 153.2 1.1
Other expenses 726.1 606.6 19.7 8334 -12.9
EBITDA 627.3 498.3 25.9 723.1 -13.2
EBITDA Margin (%) 18.0 20.9 -289 bps 21.0 -302 bps
Other Income 43.4 70.9 -38.8 98.3 55.8
Depreciation 216.4 190.1 13.8 203.3 6.4
Interest 66.8 31.9 109.1 36.2 84.6
Tax 96.5 82.6 16.9 149.9 -35.6
PAT 291.1 264.6 10.0 432.1 -32.6
EPS 15.1 13.7 10.0 22.4 -32.6
Key Metrics

Volume (MT) 91,397 70,252 30.1 93,770 -2.5

Source: Company, ICICI Direct Research
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Key Charts & Tables

2.2x Revenue Growth by 2030

~Rs. 10,600cr
=

2025

Em Investor Presentation

Syear CAGR : ~17%
~Rs. 23,000 cr
L] m @ ]

2030

~Rs. 23,000 cr by FY30

~70%

OHT Business

~10% ~20%

On-Road
Business

3™ Party sales
of Carbon Black

Source: Company, ICICI Direct Research

Strategic Partnership with Pirelli

OVERVIEW

= BKT and Pirelli have entered into a strategic
agreement to address opportunities in India's
passenger car tire market.

=  BKT will manufacture Pirelli-branded PCR
tires at its Bhuj plant, to Pirelli's specifications.

* Aseparate service agreement provides Pirelli
technical support for testing BKT-branded
tires.

PROPOSED JV

* 50:50 joint venture is envisaged, subject to
agreed conditions.

= The JVis intended to establish a new India
plant for PCR tires under Pirelli and BKT
brands respectively.

= JV agreement and incorporation targeted by
31 December 2030, subject to conditions
precedent.

OFFTAKE ARRANGEMENT

Production to begin in 2027.

Supplies to increase gradually to reach 800,000
Pirelli-branded tires in 2030.

Pirelli has a minimum annual offtake
commitment, with corresponding capacity
commitment from BKT.

STRATEGIC RATIONALE

Supports BKT’s expansion into the passenger
car tire segment and creates potential in
domestic and intemational markets.

Arvind Poddar, Chairman and Managing
Director of Balkrishna Industries Ltd. (BKT)
“This partnership brings together
complementary strengths to capture the
opportunities of a growing market
while creating value for both companies”.

Combines Pirelli's premium positioning and
BKT's ing scale

wi
and local industrial base.

India car registrations estimated to grow 5-7%
annually from 2025-30; premium car tire
market projected to grow almost fivefold.

Source: Company, ICICI Direct Research

‘ On-Highway Business strategy for India

"

D‘ Investor Presentation

~20% Revenue

Contribution by

Achieve ~5%
market share

Source: Company, ICICI Direct Research

FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
Capacity (MT) 3,00,000 2,80,000 2,85,000 3,35,000 3,60,000 3,60,000 3,77,500 3,95,000 4,25,000 4,25,000
Sales volume (MT) 2,01,760 2,27,132 2,88,795 3,01,181 2,92,628 3,15,273 3,17,356  3,65572 3,91,162  4,20,500
Volume growth (%, YoY) -4% 13% 27% 4% -3% 8% 1% 15% 7% 8%
Source: Company, ICICI Direct Research
ICICI Securities | Retail Research 3
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Financial summary

(Year-end March) FY26
Total operating Income 10,820
Growth (%) 3.9
Raw Material Expenses 5,249
Employee Expenses 522
Other Expenses 2,786
Total Operating Exp. 8,557
EBITDA 2,263
Growth (%) -6.5
Depreciation 764
Interest 131
Other Income 248
PBT 1,617
Total Tax 395
Reported PAT 1,222
Growth (%) -25.0
EPS (R) 63.2

FY27E
14,179
31.0
7,822
616
3,045
11,482
2,696
19.1
879
222
229
1,824
460
1,364
11.6
70.6

FY28E
16,339
15.2
9,011
686
3,431
13,128
3,211
19.1
964
205
203
2,245
561
1,684
23.4
87.1

FY29E
18,691
14.4
10,326
748
3,832
14,905
3,785
17.9
1,084
173
221
2,749
687
2,062
22.4
106.6

Source: Company, ICICI Direct Research

(Year-end March)

Profit after Tax

Add: Depreciation

(Inc)/dec in Current Assets
Inc/(dec) in CL & Provisions
CF from operating activities
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
Others

CF from investing activities
Inc/(dec) in loan funds
Dividend & dividend tax
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

FY26
1,222
764
-20
530
2,496
375
-2,715
-386
-2,725
836
-309
-330
197
-32

63

30

FY27E
1,364
879
-1,345
542
1,440
300
-3,000
105
-2,595
1,500
-309

2,190
110
-1,500

-1,452

-420

-309

-729

66
75

FY29E
2,062
1,084

-958
400
2,588
-100
-1,200
-76
-1,376
-800
-387

-1,187
25

75
100

Source: Company, ICICI Direct Research

(Year-end March) FY26
Liabilities

Equity Capital 39
Reserve and Surplus 10,928
Total Shareholders funds 10,966
Total Debt 4,049
Deferred Tax Liability 317
Minority Interest / Others 0
Total Liabilities 15,845
Assets

Gross Block 12,385
Less: Acc Depreciation 5,087
Net Block 7,298
Capital WIP 2,472
Total Fixed Assets 9,770
Investments 3,201
Inventory 1,714
Debtors 1,622
Loans and Advances 23
Cash 30
Other current assets 415
Total Current Assets 3,804
Creditors 918
Provisions 6
Other current liabilities 944
Total Current Liabilities 1,868
Net Current Assets 1,936
Others 937
Application of Funds 15,845

FY27E

39
11,982
12,021

5,549
317

0
18,403

16,357
5,966
10,391
1,500
11,891
2,651
2,214
2,331
30

66

543
5,184
1,165
8
1,237
2,410
2,775
1,087
18,403

FY28E

39
13,357
13,396

5,129
317

0
19,362

18,357
6,930
11,427
1,000
12,427
2,441
2,596
2,686

626
6,018
1,343

9
1,425
2,777
3,242
1,252

19,362

FY29E

39
15,032
15,071

4,329
317

0
20,241

20,057
8,014
12,043
500
12,543
2,441
3,072
3,072
40

100
716
7,001
1,536
10
1,630
3,176
3,824
1,433
20,241

Source: Company, ICICI Direct Research
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(Year-end March)
Per share data ()
EPS

Cash EPS

BV

DPS

Cash Per Share
Operating Ratios (%)
EBITDA Margin
PBT / Net sales
PAT Margin
Inventory days
Debtor days
Creditor days
Return Ratios (%)
RoE

RoCE

RolC

Valuation Ratios (x)
P/E

EV /EBITDA

EV / Net Sales
Market Cap / Sales
Price to Book Value
Solvency Ratios
Debt/EBITDA

Debt / Equity
Current Ratio
Quick Ratio

FY26

63.2
102.7
567.3

16.0

70.2

20.9
13.9
113
57.8
54.7
31.0

111
9.5
125

37.2
213
4.4
4.2
4.1

1.8
0.4
4.1
2.2

FY27E

70.6
116.0
621.8

16.0

56.5

19.0
12.8

9.6
57.0
60.0
30.0

113
2.9
115

333
18.5
3.5
3.2
3.8

21
0.5
4.4
25

FY28E

87.1
137.0
692.9

16.0

513

19.7
138
105
58.0
60.0
30.0

126
11.6
13.0

27.0
15.4
3.0
2.8
34

1.6
0.4
4.4
25

FY29E

106.6
162.7
779.6
20.0
57.8

20.3
145
103
60.0
60.0
30.0

13.7
134
145

22.0
12.8
2.6
24
3.0

11
0.3
4.5
25

Source: Company, ICICI Direct Research



RATING RATIONALE

ICICI Direct Research

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

ICICI Securities | Retail Research

Head - Research
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ICICI Securities Limited,
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), Bhavish Doshi, MBA 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
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities 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 Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock’s price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
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
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities 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 circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

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 their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of 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, foreign
exchange rates or any other reason. ICICl Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report

SEBI Guidelines for Research Analyst (RA) requires all RAs to disclose terms and conditions pertaining to Research Services to all clients. Please go through the “Mandatory terms and conditions”
and “Most Important Terms and Conditions”.
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