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Govt looking at measures
to beat export slowdown

WISH LIST. Exporters seek cheaper credit, RODTEP expansion, higher interest subsidy

e
Amiti Sen
New Delhi '

Concerned at the recent
downturn in goods exports,
the Commerce & In
Ministry is holding a series of
meetings with export promo-
tion councilstoidentify causes
for the decline and discuss
measures that could help ex-
porters stay competitive, offi-
cials have said.

“The Commerce Secretary
is meeting various export pro-
motion councils to find out
what is ailing different sectors
and how things can improve.
He has met sectors
such as textiles, wool, leather
and engineering goods and
more meetings are
uled,” a source tracking the
matter told businessline.

- India’s rt  growth
slowed down'since July this
year and plummeted 16.5 per
cent in October 2022 (year-
on-year) to $29.78 billion, the
lowest since February 2021.

WTO PREDICTION
The deceleration in exports is
in tandem with the World
Trade Organisation’s latest
ing of the Goods Trade
Barometer shared on Mom
which projected that
growth is likely to slow in clos-
ing months of 2022 and into

- artton

REASONS FOR DECLINE. The fall in exports was mainly due to the geopolitical crisis, the
recessionary trend in major economies and the energy crisis isrockeroro

2023, Earlier WTO had pre-
dicted that world trade growth
will slow down to just 1 per
centin 2023,

“In our meeting with the
Commerce Secretary, we
pointed out that exports were

am]y due'to the geo-
political crisis which was a res-
ult of the Russia-Ukraine con-
flict, the recessionary trend in
major economies and the en-

“People in Europe are shut-

ing down production due to
cost of power, which in
turn is | global de-
mand for all kinds of products.
But inventories are i
used up now and we do see
light at the end of the tunnel,”
Arun Garodia from the Engin-

eering Export Promotion
Council told businessline.
Garodia added that export-
ers were looking for support
from the government to help
them tide the crisis
through measures such as ex-
pansion of the Remission of
Duties and Taxes on Export
Products (RoDTEP) scheme
to include steel and other ex-
cluded items, increasing the
subsidy rate under the interest
tion scheme for ex-
porters, providing cheaper fin-
ance for MSME exporters and
on for exporters on
GST or ocean freight.

ALL-TIME HIGH
India’s exports had reached an
all-time high of $421 billion in

2021-22, growing over 40 per
cent over exports in 2020-21
and surpassing the govern-
ment’s target by over S per
cent. However, because of the
extreme volatility in global
conditions, the Commerce
Department has not yet set an
export target for the current
fiscal.

The Apparel rt Promo-
tion Council (AEPC), which is
concerned about the slow-
down in demand for garments
and textiles, too, has given its
wish list to the government
which includes early an-
nouncement of the second
edition of the Production
Linked Incentive (PLI)
scheme for garments and
made-ups.
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 Vendor-base expansion by global cos, rising |nfra spends in US good for
co, but it needs to sustain high profits to bridge valuation gap with peers

Export-focused Uniparts may Suit
Investors Wlth ngh l'lSk Appetite

Ashutosh.Shyam@timesgroup.com

ET Intelligence Group: Uniparts
India, acomponentsuppliertoglobal
agriculture and construction equip-
ment makers, plans to raise %836 cro-
re through an offer for sale. After the
initial public offering (IPO), the pro-
moter group’s stake will reduce to
65.8% from 75.5%. The company is
benefiting from expansion of vendor
base by global clients and increasing
infrastructure spendingin the US. It,
however, needs to sustain the double-
- digitprofitability tobridge thevalua-
tion difference with peers amid ri-
sing recessionary pressure in the
western economies. Given these fac-
tors, the issue looks more suitable for

various constructionandagricultu
re equipment companies. Exports
form around 80% of revenue. Some
of its clients include TAFE, Bobcat
Company, Yanmar and Claas.

The global 3PL market is worth
$350-375million and Uniparts com-

investors witha high-risk appetite. = mands 16.8% share. To diversify

{:uslness, it is gradual-
BUSINESS y increasing exposure
Noida-based Uniparts I P 0 W AT( H to adjacent products in
manufactures segments  including
point linkage systems power take-off (PTO)

(3PL) used to attach ploughs and
implements to tractors and preci-
sionmachine parts (PMP). Itderives
nearly 55% of revenue from sales of
3PL to leading global farm equip-

ment makers and 36% from PMP for

i a———————

used in rotary tillers, mowers and
hydraulic cylinders.

FINANCIALS
Revenue grew by 18% annually to
71,274 crore between FY20 and FY22

— e i,

while net profit rose by 62% to %66
crore. Operating margin before de-
preciation and amortisation (Ebitda
margin) expanded to 22.1% in FY22
compared with 14.1% in FY20 on acco-
unt of an increase in the share of the
high-margin warehousing delivery
model in total revenue to 40% from
31% four years ago. Under this model,
the company maintains inventory for
about twomonths ata warehouse clo-
se to the client’s factory, which impro-
ves supply assurance,

RISKS

With increasing share of the ware-
housing model, the company’s in-
ventory days are elevated. In the
previous three fiscal years, it had
inventory days of 131-145. A high
client concentration may affect fi-
nancials if the business momen-
tum from large clients moderates.

VALUATION

The company demands trailing P/E
multipleof 15. Based on the June 2022
quarter annualised earnings, the
P/E works out to be 13. Some of the
export-focused auto ancillary com-
panies such as Bharat Forge, Ram-
krishna Forgings and Balkrishna In-
dustries with

o

”~
e

-

return  on
| equity (RoE)
{ of 16-20% tra-
| de at P/E bet-
ween 18 and
| 36. Uniparts
I hadreturnon
: ~ (RoCE)
| and RoE of
31% and 27%,
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