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Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam 
nonummy nibh euismod tincidunt ut laoreet dolore magna aliquam 
erat volutpat. Ut wisi enim ad minim veniam, quis nostrud exerci 
tation ullamcorper suscipit lobortis nisl ut aliquip ex ea commodo 
consequat. Duis autem vel eum iriure dolor in hendrerit in 
vulputate velit esse molestie consequat, vel illum dolore eu feugiat 
nulla  

 
 Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam nonummy 

nibh euismod tincidunt ut laoreet dolore magna aliquam erat volutpat. Ut wisi 
enim ad minim veniam,  
 

 quis nostrud exerci tation ullamcorper suscipit lobortis nisl ut aliquip ex ea 
commodo consequat. Duis autem vel eum iriure dolor in hendrerit in vulputate 
velit esse molestie consequat, 
 

  vel illum dolore eu feugiat nulla facilisis at vero eros et accumsan et iusto odio 
dignissim qui blandit praesent luptatum zzril delenit augue duis dolore te feugait 

01-September-2021 
 

Initiating Coverage 

Banco Products Ltd. 
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Industry LTP Recommendation Base Case Fair Value Bull Case Fair Value Time Horizon  

Auto Ancillaries Rs 212 Buy in the band of Rs 210-214 and add on dips in Rs 186-190 band  Rs 240 Rs 265 2 quarters 

Our Take: 

Banco Products India Ltd. (BPIL) has established track record and strong position in engine cooling modules catering to multiple end-user 

industries. It manufactures Engine Cooling Modules such as Radiators, Charged Air Coolers, Fuel Coolers, Oil Coolers, and Condensers. It 

offers both Copper Brass coolers and Aluminum coolers. Its products are used in Passenger Cars, Light Commercial Vehicles, Medium, and 

Heavy Commercial Vehicle, Agricultural Tractors, High-Performance Bikes, Harvesters, Construction Machineries, Power Generation 

Equipment, Traction Rail locomotives, and other similar equipment. Its high level of integration in operations, diversified product portfolio, 

long-standing association with reputed clientele, established global operations in auto ancillary segment through its foreign subsidiaries 

and its distribution network in more than 80 countries are the key positives for the company. Revival in the automobile industry should 

lead to higher demand for engine coolers. Nederlandse Radiateuren Fabriek B.V (NRF), is its wholly-owned subsidiary and is engaged in the 

business of manufacturing and distribution of heat transfer products like radiators, cooling systems, and a few others. BPIL has taken many 

initiatives to improve margins in its European subsidiary NRF over the last couple of years which should yield results in the coming years. 

Banco Gaskets (India) Limited (BGIL), another subsidiary of BPIL, manufactures engine sealing systems (gaskets) and supplies to major 

auto-OEMs in India. Mr. Mehul K. Patel, the main promoter of BPIL has more than 40 years of experience in the automobile and auto-

ancillary industry.  A broad split among its end user industries is Automobiles (mainly CV) 50%, Earthmoving and construction equipment 

20%, Industrial (25% and other (including Rail and Marine) 5%.   

 

Valuations & Recommendation: 

We expect BPIL revenue/EBITDA/PAT to grow at 14/21/26% CAGR over FY21-FY23, driven by revival in the auto industry and operating 

leverage. The company operates a net debt free cash rich balance sheet with Rs 122cr of cash. We believe investors can buy the stock in 

the band of Rs 210-214 and add on dips to Rs 186-190 band (7.5x FY23E EPS) for a base case fair value of Rs 240 (9.5x FY23E EPS) and bull 

case fair value of Rs 265 (10.5x FY23E EPS). 

 
 

HDFC Scrip Code BANPRO 

BSE Code 500039 

NSE Code BANCOINDIA 

Bloomberg BNCO IN 

CMP Aug 31, 2021 (Rs) 211.7 

Equity Capital (cr) 14.3 

Face Value (Rs) 2 

Eq. Share O/S (cr) 7.2 

Market Cap (Rs cr) 1514.1 

Book Value (Rs)  115.9 

Avg.52 Wk Volume 416,500 

52 Week High (Rs) 222.3 

52 Week Low (Rs) 83.5 
  

Share holding Pattern % (Jun, 2021) 

Promoters 67.88 

Institutions 0.28 

Non-Institutions 31.84 

Total 100.0 
 

Retail Research Risk Rating: 
 BLUE*  

* Refer at the end for explanation on Risk Ratings 
 

Fundamental Research Analyst 
Atul Karwa 
atul.karwa@hdfcsec.com 
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Financial Summary 
 

(Rs cr) Q1FY22 Q1FY20 YoY (%) Q4FY21 QoQ (%) FY20 FY21 FY22E FY23E 

Operating Income 500.8 274.3 82.6 444.8 12.6 1,422.1 1,532.6 1,808.4 2,007.4 

EBITDA 71.7 27.4 162.2 26.6 169.6 122.2 178.1 238.7 261.0 

APAT 45.9 17.6 161.4 18.4 149.6 76.6 113.7 158.4 180.5 

Diluted EPS (Rs) 6.4 2.5 161.4 2.6 149.6 10.7 15.9 22.2 25.2 

RoE (%)           9.9 14.8 18.0 18.3 

P/E (x)           19.8 13.3 9.6 8.4 

EV/EBITDA (x)           12.6 7.9 5.8 5.2 
    (Source: Company, HDFC sec) 

 

Recent Triggers  
Q1FY22 financials 
The company reported robust numbers for Q1FY22. Revenue increased 83% yoy and 13% on a sequential basis to Rs 445cr. EBITDA 
increased by 170% qoq to Rs 72cr as raw material costs moderated and selling and administrative expenses declined. EBITDA margins 
expanded 435/835bps yoy/qoq to 14.3% while PAT margins improved 276/503 bps to 9.2%. Key reason for the exceptional performance 
was the encouraging performance in Europe. Operating leverage benefits kicked in due to higher volumes in Europe.  
In June 2021, commercial vehicle registrations in the EU markets increased by 12.4% year-on-year to 185,573 units. During the first half of 
the year, EU commercial vehicle registrations went up by 36.9% to 1 million units, reflecting the contribution of the big gains recorded 
between March and May.  
 
Key Triggers 
Integrated manufacturing facility, diversified product profile 
The manufacturing facilities of BPIL have an annual capacity to produce 3.33 million radiators. BPIL is India’s largest manufacturer of 
engine cooling systems and engine sealing systems. BPIL also has a Department of Science, Government of India (DSIR) approved R&D 
facility located at Vadodara which is equipped with capability for developing, improvising, prototyping and testing of engine cooling 
systems. BPIL manufactures more than 1000 engine cooling modules and heat exchangers, each customized according to the 
requirements of its end user industry. BPIL caters to the demand from multiple end-user industries, thus making it relatively less prone to 
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being dependent on a single industry. While the major demand comes from the auto industry (LCV and MCV segment), BPIL also caters to 
industrial and earth moving equipment, rail locomotives along with agricultural equipment industry. Besides supplying in the domestic 
after-market, BPIL is also India’s leading exporter of after-market radiators to Europe. Aluminum Radiator contributed 86% of revenue in 
FY20 vs 79% in FY18 while Copper Brass Radiator - 14% revenue in FY20 vs 21% in FY18. 
 
Its subsidiary, NRF, is an established player in the European after-market segment and has a well-diversified product range with more than 
8000 SKU (Stock Keeping Unit) in its portfolio. NRF, along with its nine subsidiaries, has three manufacturing facilities. Furthermore, it has 
19 warehouses spread across Europe to facilitate express delivery across 80 countries. Known for the production of high quality Radiators, 
NRF also produces a large range of other engine cooling and air conditioning products. 
 
Automotive industry to witness strong growth 
Vehicle penetration in India stands at around 25-28 four-wheelers per 1000 people as per various estimates. Historically, vehicle sales in 
some of the key global markets have shown an inflexion point at a similar level of penetration. Barring the slowdown in last couple of 
years, India has been witnessing strong GDP growth driven by factors like increasing disposable incomes in the rural agriculture sector, 
presence of a large pool of skilled and semiskilled workers, and a strong educational system. This is likely to result in increased vehicle 
penetration and BPIL is likely to be a key beneficiary of an uptick in passenger vehicle sales. 
 
After two consecutive fiscals of steep volume decline (29% and 21% in FY20 and FY21, respectively), following multiple headwinds such as 
revised axle norms, BS-VI transition, and the pandemic, CV sales are expected to pick up sharply by 23-28% in FY22 (Crisil estimates) and 
similarly in FY23. BPIL will benefit out of this as its share in sales to CV manufacturers is ~40% of total sales.  
 
Moving forward towards EV journey 
The Board of Banco Products approved the incorporation of a wholly-owned subsidiary (WOS) Banco New Energy Cooling Systems Ltd. in 
Apr-21. The new subsidiary company will be incorporated in India to carry on all types of business of manufacturing, assembling, 
importing, exporting and distribution of all kinds of Heat Exchangers for Electrical Vehicles (EV) - Automotive / non-Automotive and 
Industrial applications. Also, the sectors where BPIL has a strong hold such as agriculture tractors, construction machineries and power 
generation etc. are likely to have only limited impact of EV trend. 
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Industrial demand on the up 
India is at a multi-year capex cycle, according to BofA Securities. The global brokerage said the multi-year capex cycle in India will be 
similar to that seen in FY03-12. It expects $356 billion of orders to be awarded over two years, 14% and 7% growth in FY22 and FY23 
respectively. BPIL will benefit out of this spend due to the nature of products that it supplies.  
 
Well-established relationship with reputed OEMs and corporates 
BPIL has a well-diversified clientele consisting of OEMs, corporates and Indian Railways. BPIL has a DSIR approved R&D facility, wherein 
new products are developed in consultation with OEMs. The technical capability enables BPIL to work with OEMs to develop a customized 
product in accordance with the design and technical requirements before the product is launched. Also, BPIL is a green channel partner 
with many OEMs. The aforesaid arrangements give a competitive edge to BPIL over many other auto ancillary manufactures. 
 
Client base 
 

 
 

(Source: Conpany) 
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Healthy Aftermarket sales ensures high margins 
Aftermarket contributes ~35% to consolidated sales, that ensures recurring sales and high profit margins. A large part of this revenue 
comes from the European markets through NRF. In the past 4 years, NRF has doubled its Aftermarket volume. 
 
Changes in emission standards to lead to increase in content per vehicle 
Governments of various countries have implemented better emission standards to improve air quality. Emission standards set quantitative 
limits on the permissible amount of specific air pollutants that may be released from specific sources over specific timeframes. They are 
generally designed to achieve air quality standards and to protect human life. This could lead to fresh and higher demand for engine 
coolong/sealing systems from manufacturers like BPIL.  
 
The CO2 emission targets for 2025 and 2030 were voted by the European council and parliament and will be published in the official 
journal before mid-2019. CO2 reduction target for 2025 is -15% compared to 2021 for passenger cars and LCV. For 2030 the targets 
compared to the 2021 baseline are -37.5% for passenger cars and -31% for LCV. 
 
Some of these standards applicable to India and their date of implementation are as under: 
BS IV – April 2020 – Automobiles  
CEV IV – April 2021 – Construction Equipment Vehicles  
TREM IV – October 2021 – Agricultural Tractors and Other Equipments  
CEV V – April 2024 - Construction Equipment Vehicles  
TREM V – April 2024 - Agricultural Tractors and Other Equipments  
 
The Indian Government is in discussion with the Power industry to implement new CPCB norms. BPIL has initiated joint development 
projects with its key customers to develop successful and contemporary solutions well ahead of the emission norms change deadline. 
 
Changes in emission norms to BS-VI in the automotive industry and BS-IV in the construction machinery and off-highway sectors led to 
large number of new opportunities which BPIL has managed successfully. In general, the OEM customer expectations in respect to product 
thermal efficiency, compactness, lower weight and product reliability has reached new high bar which is positive of BPIL. 
 

https://en.wikipedia.org/wiki/Air_pollution
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Strong Financials 
BPIL has a comfortable capital structure on account of low reliance on debt to meet capital expenditure as well as working capital 
requirements. Overall gearing stood at 0.02x in FY21 as compared to 0.13x in FY20. EBITDA and PAT margins have improved sharply in 
FY21 by 300/200 bps to 11.6/7.4% respectively after contracting over the last 2 years. The company operates a net debt free cash rich 
balance sheet with Rs 122cr of cash. BPIL has not availed any moratorium as a Covid relief measure, in line with Reserve Bank of India (RBI) 
guidelines, for servicing of its bank facilities, which further underlines its strong liquidity profile. For FY20, BPIL paid out Rs 20 as dividend 
(ex-date 18-03-2020). 
 
What could go wrong? 
Slowdown in automobile industry 
BPIL primarily caters to the automobile industry in India and Europe, which are emerging from a major slowdown. Although the improving 
trends are encouraging, a huge part of the recent growth was on account of pent-up demand. Sustenance of demand would be the key 
monitorable in the coming quarters. 
 
Rapid adoption of EVs could reduce coolers requirement 
EVs tend to generate lesser heat than internal combustion engines. Rapid adoption of EVs could significantly dent the demand for 
company’s products. In BPIL’s view these developments will take long time before necessary ecosystem and infrastructure are available 
for commercial success of electric vehicles. BPIL enjoys broad based customer portfolio. The sectors where it has its strengths such as 
agriculture tractors, construction machineries, and power generation etc. are likely to have only limited impact of EV trend. Also about 
80% of its Automobile targeted sales go to CV segment, where the EV transition is likely to be much slower and back ended.  
 
High working capital needs 
BPIL supplies to a diversified set of industries where each industry has its own specifications. As a result, it has almost 8,000 SKUs (NRF) 
and ~1,000 SKUs (BPIL) and has to keep high amount of inventory. 
 
Lack of pricing power 
BPIL lacks pricing power as it is highly dependent on OEM manufacturers. In rising pricing scenario many OEM squeeze the component 
manufacturers which impact their margins.  
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Forex fluctuations 
The company derives ~30% of its revenues from export markets and is exposed to the vagaries of forex fluctuations. However 99% of its 
raw materials are imported and hence provide a natural hedge.  
 
Rising raw material costs could impact margins temporarily 
Aluminium is the major raw material consumed by BPIL and is generally procured in equal mix from domestic and international markets. 
Diversified product portfolio and higher lead time in procurement of materials result in higher 3 CARE Ratings Limited Press Release 
inventory holding. Aluminium prices have risen in the past few quarters. Although this is normally passed over to the customers, it 
happens with a lag. Demand from industrial segment  is susceptible to economic slowdown which could impact BPIL’s topline and 
bottomline growth. 
 
About the company 
Incorporated in 1961, BPIL is one of the largest players in gaskets and radiators in the organized sector that have applications in 
automobiles, oil engines, compressors and locomotives. The Company designs, develops and manufactures Engine Cooling Modules such 
as Radiators, Charged Air Coolers, Fuel Coolers, Oil Coolers and Condensers. It offers both copper-brass and aluminium coolers. BPIL 
currently has the capacity to produce 33.3 lakh radiators annually spread across its five manufacturing locations. BPIL has set up a 100% 
EOU at Vadodara with EU being the major export market for the company. 
 
During 2010, BPIL acquired entire equity of NRF, for Euro 17.7mn. NRF, established in 1927 has a very strong presence in the European 
after-market sales for radiators and cooling systems along with a strong supply chain network and has expertise in express delivery to 
more than 80 countries globally. NRF, along with its subsidiaries, has manufacturing facilities across Europe for manufacturing cooling 
products for the automotive market, industrial, rail and marine sector. 
 
Major customers for gaskets include Maruti, Tata Motors, Hero Honda and the TVS Group. For heat exchangers Tata Motors, Ashok 
Leyland, M&M Koel, TAFE, JCB, Indian Railways are the major customers. Domestic market accounts for ~70% of sales while exports 
contribute ~30%. 
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Snapshot of Subsidiary companies 
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Financials – Consolidated  
Income Statement 

      

Balance Sheet 

     (Rs cr) FY19 FY20 FY21 FY22E FY23E 

 

As at December (Rs cr) FY19 FY20 FY21 FY22E FY23E 

Net Revenues 1566.7 1422.1 1532.6 1808.4 2007.4 
 

SOURCE OF FUNDS           

Growth (%) 17.3 -9.2 7.8 18.0 11.0 

 

Share Capital 14.3 14.3 14.3 14.3 14.3 

Operating Expenses 1391.2 1299.9 1354.5 1569.7 1746.4 

 

Reserves 818.4 695.7 814.1 915.3 1024.3 

EBITDA 175.6 122.2 178.1 238.7 261.0 
 

Shareholders' Funds 832.7 710.0 828.4 929.6 1038.6 

Growth (%) -1.8 -30.4 45.8 34.0 9.3 

 

Minority Interest 0.0 0.0 0.0 0.0 0.0 

EBITDA Margin (%) 11.2 8.6 11.6 13.2 13.0 
 

Borrowings 39.5 91.2 13.7 3.4 0.0 

Depreciation 29.2 32.8 33.7 34.7 36.0 

 

Net Deferred Taxes 49.1 47.1 38.4 38.4 38.4 

Other Income 10.4 25.2 9.0 14.5 20.1 
 

Total Source of Funds 921.2 848.3 880.5 971.4 1077.0 

EBIT 156.8 114.6 153.5 218.5 245.1 

 

APPLICATION OF FUNDS           

Interest expenses 4.3 3.1 3.6 3.0 2.8 

 

Net Block & Goodwill 184.3 193.4 189.8 180.1 174.1 

PBT 152.5 111.5 149.8 215.5 242.3 
 

CWIP 12.6 2.6 1.0 1.0 1.0 

Tax 69.2 34.9 36.1 57.1 61.8 

 

Investments 68.5 9.2 0.8 20.8 50.8 

PAT 83.3 76.6 113.7 158.4 180.5 
 

Other Non-Curr. Assets 24.0 25.5 11.3 5.8 8.0 

Share of Asso./Minority Int. 0.0 0.0 0.0 0.0 0.0  Total Non Current Assets 289.4 230.8 202.9 207.7 233.9 

Adj. PAT 69.1 76.6 113.7 158.4 180.5 

 

Inventories 479.4 476.2 563.9 608.1 695.3 

Growth (%) -40.8 10.8 48.5 39.3 13.9 
 

Trade Receivables 271.6 293.6 270.3 335.3 380.2 

EPS 9.7 10.7 15.9 22.2 25.2  Cash & Equivalents 127.1 70.4 122.6 119.3 104.8 

      
 

Other Current Assets 27.1 17.6 26.9 28.5 30.6 

      

 

Total Current Assets 905.3 857.8 983.8 1091.1 1210.9 

       
Trade Payables 255.7 224.1 284.5 305.3 342.7 

       

Other Current Liab & Provisions 17.8 16.1 21.6 22.1 25.2 

       Total Current Liabilities 273.5 240.2 306.2 327.5 367.8 

       Net Current Assets 631.8 617.6 677.6 763.7 843.0 

       

Total Application of Funds 921.2 848.4 880.5 971.4 1077.0 
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Cash Flow Statement 

      

Key Ratios       

(Rs cr) FY19 FY20 FY21 FY22E FY23E 
 

  FY19 FY20 FY21 FY22E FY23E 

PBT 158.2 111.5 149.8 215.5 242.3 

 

Profitability Ratios (%)           

Non-operating & EO items 29.5 -0.8 -4.1 5.6 -2.2 

 

EBITDA Margin 11.2 8.6 11.6 13.2 13.0 

Interest Expenses -5.4 -6.0 3.6 3.0 2.8 
 

EBIT Margin 10.0 8.1 10.0 12.1 12.2 

Depreciation 33.4 32.8 33.7 34.7 36.0 

 

APAT Margin 4.4 5.4 7.4 8.8 9.0 

Working Capital Change -92.2 -48.9 -0.1 -89.5 -93.8 
 

RoE 8.4 9.9 14.8 18.0 18.3 

Tax Paid -61.1 -36.4 -26.1 -57.1 -61.8 

 

RoCE 18.3 13.7 18.7 24.6 24.9 

OPERATING CASH FLOW ( a ) 62.4 52.1 156.8 112.2 123.3 

 

Solvency Ratio (x)           

Capex -41.5 -25.8 -32.0 -25.0 -30.0 
 

Net Debt/EBITDA -0.5 0.2 -0.6 -0.5 -0.4 

Free Cash Flow 20.9 26.4 124.8 87.2 93.3 

 

Net D/E -0.1 0.0 -0.1 -0.1 -0.1 

Investments -40.2 53.7 6.9 -20.0 -30.0 
 

PER SHARE DATA (Rs)           

Non-operating income 30.1 121.6 -33.6 0.0 0.0 

 

EPS 9.7 10.7 15.9 22.2 25.2 

INVESTING CASH FLOW ( b ) -51.6 149.5 -58.7 -45.0 -60.0 
 

CEPS 13.7 15.3 20.6 27.0 30.3 

Debt Issuance / (Repaid) 34.2 48.9 -74.6 -10.3 -3.4 

 

BV 116.5 99.3 115.9 130.0 145.3 

Interest Expenses -4.1 -3.1 -3.6 -3.0 -2.8 

 

Dividend 8.0 20.0 2.0 8.0 10.0 

FCFE 40.9 247.4 19.9 53.8 57.1 
 

Turnover Ratios (days)           

Share Capital Issuance 0.0 0.0 0.0 0.0 0.0 

 

Inventory days 61.5 72.5 67.1 61.1 65.0 

Dividend -77.2 -164.5 0.0 -57.2 -71.5 
 

Debtor days 107.0 122.6 123.9 118.3 118.5 

FINANCING CASH FLOW ( c ) -47.1 -118.7 -78.2 -70.5 -77.7 

 

Creditors days 51.0 61.6 60.6 59.5 58.9 

NET CASH FLOW (a+b+c) -36.3 82.9 19.9 -3.4 -14.4 

 

VALUATION (x)           

       
P/E 21.9 19.8 13.3 9.6 8.4 

  
     

P/BV 1.8 2.1 1.8 1.6 1.5 

       
EV/EBITDA 7.8 12.6 7.9 5.8 5.2 

       

EV/Revenues 0.9 1.1 0.9 0.8 0.7 

       Dividend Yield (%) 3.8 9.4 0.9 3.8 4.7 
(Source: Company, HDFC sec Research) 
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Price chart  

 
                                            

HDFCSec Retail Research Rating description 
 
Green rating stocks 
This rating is given to stocks that represent large and established business having track record of decades and good reputation in the industry. They are industry leaders or have significant market share. They have multiple streams of cash flows 

and/or strong balance sheet to withstand downturn in economic cycle. These stocks offer moderate returns and at the same time are unlikely to suffer severe drawdown in their stock prices. These stocks can be kept as a part of long term portfolio 

holding, if so desired. This stocks offer low risk and lower reward and are suitable for beginners.  They offer stability to the portfolio. 

 
Blue Rating stocks 
This rating is given to stocks that have strong balance sheet and are from relatively stable industries which are likely to remain relevant for long time and unlikely to be affected much by economic or technological disruptions.  These stocks have 

emerged stronger over time but are yet to reach the level of green rating stocks. They offer medium risk, medium return opportunities. Some of these have the potential to attain green rating over time.    

 
Red Rating stocks 
This rating is given to emerging companies which are riskier than their established peers. Their share price tends to be volatile though they offer high growth potential. They are susceptible to severe downturn in their industry or in overall economy. 

Management of these companies need to prove their mettle in handling cyclicality of their business. If they are successful in navigating challenges, the market rewards their shareholders with handsome gains; otherwise their stock prices can take a 

severe beating. Overall these stocks offer high risk high return opportunities.  
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