Tyre firms boost margins,

expect FY13 to be better

MRF, Apollo Tyres and Cea’r bet on s’rablh’ry I mpu’r cos’rs

G BALACHANDAR

Chenncai

AMID concerns over cur-
rency fluetuations, tyre
makers are hopeful of sus-
taining better margins dur-
ing the present quarter and
possibly for the year as they
expect the input cests to
remain stable as in the Jan-
uary-March 2012 guarter.
Companies such as
MRE Apollo Tytes and Ceat
reported better operating
margins during the Q4 of
FY11-12 on the back of sta-
_ble raw material costs, par-
ticularly the rubber price.
They expect the natural
rubber prices to be stable
in the comnung guarters of
current financal year, while
raising concerns over ad-
verse ﬁom movemenis.

F‘f 11 1'} It went up ‘»’E‘I}
high from H1 of 2011-12,
particularly with rubber
peaking at Rs 240 per ke
early last yvear, but eventui-
ally plateaued and began to
come down in Q3 and Q4.7
said Anant Goenka, man-
aging director, Ceat. |
“Softening of rub-

ber prices aided the
tvre makers post bet-
ter margins in Q4.
Rubber prices now
are prettyv much simi-
lar to what we saw in Q4.
So there is not much of a
difference. But if rupee
continues to behave like
the way it is doing now,
then there could be some
pressure on margins due
to some imports of raw
materials. Other raw ma-
terials like synthetic rub-
ber and carbon black may
also see some price pres-
sures due to currency
fluctuations,” Arun Agar-
wal of Kotak Securities
told Financial Chronicle.
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Murgms of tyre makers |m|5rnved in the fourth quarter, thanks to stable rubber prices

BSE benchmark Sensex was up 12.41% during the quarfer
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Admitting that there will
be some impact because of
rupee depreciation, Goen-
ka pointed out
that about 30
per cent of raw
4 material is im-
. £ ported.

On’ the out-
look, he stated that rubber
price is likely to stay at Rs
190 plus or there could be
slight increase in Q1 to
about Rs 205 per kg and
that can happen. Because
it is a time where produc-
tion is entering the lean pe-
riod and demand will be
the highest, so it could
happen. However, there
has been a large amount of
imports by the entire in-
dustry at this point of time
and that has kept rubber
prices at current levels, he

said.

“If at all it goes up, it will
rise in Q1 but after that 1
do, not see any reason for
increase beyond that be-
cause in Q2 again demand
goes down due to rainy sea-
son. In Q3 and Q4 general-
ly rubber prices tends to
come down, “ he added.

Agarwal said there
could be some marginal
impact on margins during
the current quarter if
jorex volatility continued,
but it will not be very sig-
nificant. “For the full year,
according to various pro-
jections, the rubber de-
mand is expected to be at
the same level and going
by that logic we won't ex-
pect rubber prices behav-
ing differently as in early
months of last financial
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vear It is stable and the
nedr term outlook is alse
stable.” he added.

Apollo Tyes also expeets
raw-material prices to re-
main stable in FY2013,
However, adverse forex:
MOVEMENL remains a major
concern for the company
as two-thirds of total raw
material is imported. This
may result in slight margin

pressure.
MRF's executive VP
Koshy Verghese had said he

would expect the prices to °
be stable at about Rs 200
per kg, though there would
be some spike in prices of
petroleum-based mput ma-
terials and if might impaet
the bottomline marginally
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