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Company Background 

Varroc Engineering Limited, incorporated in 1988 is an Aurangabad based 

company and is also a global tier-1 (tier-1 companies are companies that 

directly supply to original equipment manufacturers ("OEMs")) automotive 

component group. It designs, manufactures and supplies exterior lighting 

systems, plastic and polymer components, electricals-electronics 

components, and precision metallic components to the passenger car, 

commercial vehicle, two-wheeler, three-wheeler and off-highway vehicle 

("OHV") OEMs directly worldwide. The company is the second largest Indian 

auto component group by consolidated revenue for FY2017 as per the 

Source CRISIL Research and a leading tier-1 manufacturer and supplier to 

Indian two wheeler and three-wheeler OEMs by consolidated revenue for 

FY2017 as per the Source CRISIL Research. It is also the sixth-largest global 

exterior automotive lighting manufacturer and one of the top three 

independent exterior lighting players by market share in 2016. 

  Investment Rationale 

 

 
 

Outlook &Valuation   

The company has been growing at a CAGR of 12% over the past 3 years 

which is in-line with the other auto-ancillary companies. The stock is 

trading at reasonable valuations of 29x FY18 PE which is very attractive as 

compared to its peers which is trading at 32x PE on a trailing basis. The 

company also has well established brands like Bajaj, Eicher and TVS motors 

in its portfolio from a very long time. Looking at the immense opportunity 

the company has, we recommend SUBSCRIBE on the issue. 

   

Issue Details   

Op. Date 26
th

 Jun – 2018 

Closing Date 28
th

 Jan – 2018 

Issue Price Rs.965 – Rs.967 

FV Rs. 1 per eq. share 

Listing at NSE & BSE 

BRLMs Kotak Mahindra 
Capital, Citigroup 
& IIFL hld.  

  

Minimum Retail 
Application  

Details at cut of 
price 

Number of Shares  15 shares 

Issue Size (Rs. in Crs) 1,945 

Discount to Employees  48 

  

Shareholding  
Pattern 

Pre offer          Post 
                          Offer                               

Promoter 
 

            86.30%                85% 

others             13.70%                15% 

Issue Size            Allocations   Eq. Share 

QIB                          50%     1 Crs 
HNI                         15%     0.71 Crs 
RIL                  35% 
                            

   0.30 Crs 

  
Valuations             Lower Band  Higher 

Band 

MCAP                         1951 Crs 1955 Crs 
EPS                              33.40  33.40 
BV                                192  192 
P/BV                             5  5.02 
p/e                              28.89  28.95 

Particulars  FY15 FY16 FY17 FY18 

Total Income  7039 
 

8240 9702 10417 

EBITDA  
 
PAT 
 

 704 
 
-35 

591 
 

369 

675 
 

303 

916 
 

451 

EPS  1.75 
 

14.10 22.50 33.40 

EBITDA M  8.9% 6.9% 6.1% 8.5% 

PAT M  0.2% 4.5% 3.2% 4.3% 

      

IPO NOTE 

 Strong, long-standing customer relationships. 

 Strong competitive position in attracting growing markets. 

 Comprehensive product portfolio. 
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Investment Rationale 

1. Strong competitive position in attracting growing markets. 

 VEL is the second largest Indian auto component group by consolidated 
revenue for FY2017 and a leading tier-1 manufacturer and supplier to 
Indian two-wheeler and three-wheeler OEMs consolidated revenue for 
FY2017. It has strong and long-lasting relationships with key two wheeler 
manufacturers such as Bajaj, Royal Enfield, Honda, Yamaha and Suzuki 
and a growing portfolio of products supplied. VEL is positioned to 
capture further business from these customers, in addition to generating 
further business in the Indian two-wheeler and three-wheeler markets  
particularly from within the Indian scooter and motorcycle markets, from 
both existing and new customers. The Indian two-wheeler market is one 
of the largest in the world and has grown at a CAGR of 6.3% over FY2013 
to FY2017 and it is expected that the Indian two-wheeler market will 
grow at a CAGR of 8-10% over FY2017 to FY2020 as per the CRISIL 
Research in each case in terms of domestic sales. 
 

2. Strong, long-standing customer relationships. 

VEL has strong, long-standing relationships with many of its customers. 
In its Indian Business, its longest-standing relationship is with Bajaj, who 
has been its customer since 1990 and whom it supply a wide variety of 
components. Its relationships with seven of its top 10 customers have 
lasted longer than 10 years. While, it has many key customers who has 
been with it for a long time, it nevertheless has a diversified customer 
base and continue to add new customers, such as Renault-Nissan-
Mitsubishi, Volvo, a Spanish automobile manufacturer and a German 
automobile manufacturer.  
 
3. Comprehensive product portfolio. 

VEL has a comprehensive portfolio of products in the markets in which it 
operates, which allows it to be a one stop- shop for its customers and to 
cross-sell its products. Its Global Lighting Business has a broad portfolio 
of lighting technologies, including Halogen, Xenon/high-intensity 
discharge, LED, Matrix LED, high definition MEMS and DMD, surface LED 
and OLED module, Flex LED and LED Pixel headlamp, covering the five 
automotive external lighting product lines. Its India Business offers a 
diverse range of products catering to two wheelers, three-wheelers, 
passenger vehicles, commercial vehicles and off-highway vehicles across 
its business segments of polymers/plastics, electrical-electronics and 
precision metallic components. Its comprehensive product portfolio is 
engine agnostic as it is capable of being used across all fuel types. This 
allows VEL will grow its overall business and become their supplier of 
choice across segments. Its strength in its product portfolio is shown by 
the fact that it has significant presence and significant customer 
relationships in each of its product segments. 

 

 

VEL is a leading tier-1 manufacturer 

and supplier to Indian two wheeler 

OEMs consolidated revenue for 2017 

 

 

 

The Indian two-wheeler market is one 

of the largest in the world and has 

grown at a CAGR of 6.3%. It is expected 

to grow at a CAGR of 8-10% over 

FY2017-20.  

 

 

 

VEL has a diversified customer base and 

continue to add new customers, such 

as Renault-Nissan, Mitsubishi and 

Volvo. 

 

 

 

 

VEL’s India Business offers a diverse 

range of products catering to two 

wheelers, three-wheelers, passenger 

vehicles, commercial vehicles and off-

highway vehicles across its business 

segments of polymers/plastics, 

electrical-electronics and precision 

metallic components. 
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Research Analyst: 
Foram Parekh – Fundamental Analyst – Equity Email: foram.parekh@indiabulls.com 
 
 
Indiabulls Ventures Limited is a SEBI Registered Research Analyst having registration number: INH100004906 
 
Disclosure: 
We /I, Foram Parekh, Mba, author(s) hereby certify that all of the views expressed in this research report accurately reflect my/our views about the subject issuer(s) or securities. We/I, also 
certify that no part of our/my compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 
 
Research Analyst or his/her relative or Indiabulls Ventures Limited does not have any financial interest in the subject company. Also Research Analyst or his relative or Indiabulls Ventures 
Limited or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research 
Report. Further Research Analyst or his relative Indiabulls Ventures Limited or its associate does not have any material conflict of interest. 
 
Disclaimer: 
This document has been prepared by Indiabulls Ventures Limited (IVL), for use by the recipient as information only and is not for circulation or public distribution. This document 
is published in accordance with Regulation 18 of the SEBI (Research Analysts) Regulations, 2014 & IVL research analysts have adhered to the code of conduct under Regulation 24 
(2) of the SEBI (Research Analysts) Regulations, 2014. IVL researches, aggregates and faithfully reproduces information available in public domain and other sources, considered to 
be reliable and makes them available for the recipient through this document. However, IVL make no representations or warranties of any kind, express or implied, about the 
completeness, accuracy, reliability, suitability or availability, error, omissions with respect to the information contained in this document. Recipients should be aware that past 
performance is not necessarily a guide for future performance & value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or 
adverse effect on the price or income of such securities/financial instruments. Nothing in this document constitutes investme nt, legal, accounting and/or tax advice or a 
representation that any investment or strategy is suitable or appropriate to recipients’ specific circumstances. Anything contained in, not contained in, assumed to be implied, 
warranted, excluded from being warranted  or vaguely alluded to shall not be attributed to, blamed upon, or otherwise associated with IVL nor IVL shall be responsible, 
accountable, discountable, or in presence or absence thereof for any liability arising from the use of this document. IVL, its directors and/or employees doesn’t accepts any 
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. 

IVL directors/employees and its clients may have holdings in the stocks mentioned in the document. This report is based on technical, fundamental and derivative analysis on studying 
charts of a stock's price movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a 
company's fundamentals. 
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