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Apollo Becomes a Wluppmg Boy

of a Quick-to-Judge Dalal Street
CALLCULIUSH

BAKUL CHUGANTONGIA &
RANJIT SHINDE
ETINTELLIGENCE GROUP
Apollo’s acquisition of US-
based Cooper Tire was ex-
pected to pull its shares
down on Thursday. The Del-
hi-based Apollo was not on-
ly paying a hefty premium
but also taking on a load of
debt — 314,500 crore — at a
time of economicstress.
This has obviously not
gone down well with local
and foreign investors who
have seen the damage
caused by expensive over-
seas acquisitions. Tata
Steel, Suzlon, Dr Reddy’s
are some of the companies
suffering from the hangov-
er of debt-fuelled acquisi-

tion binges.

But the 25.43% crash in
Apollo shares to Z68.6 is
probably unwarranted and
excessive. Apollo has now
become the cheapest tyre
stock among the top four

players by
= ? market capi-
Apollohas . talisation in
nowbecome the Indian
thecheapest Mmarket with
tyre stock a  trailing
among the price-to-
top four earnings
players multiple of
© 5.7 times. Its

marketcapisnowdown 32 %
t0¥3,457 crore from its peak.

The knee-jerk reaction fo-
cuses on debt to the exclu-
sion of everything else.
Apollo’s net debt/EBITDA

ratio of 3.7 times is far high-

-er than the 1.3 times before

the deal. What has added to
analyst concerns is also the
cautious outlook given by
Cooper onmargins for 2013.

Investors may have a point

here but they should note
that Apollo is better placed
than other Indian compa-
nies were when they pur-
chased big overseas assets.
Apollo has paid about 0.6
times Cooper’s CY12 reve-
nues, which may appear a
tad higher compared to the
0.5 times paid by Hindalco
for Novelis in Feb 2007 and
0.3 times paid by Tata for
JLR.But Cooperisahealthy
company with a strong bal-
ance sheet while JLR and al-
uminium maker Novelis
were bothloss making.
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The Apollo Tyresscrip fell
by as muchas 26.35%on
Thursday, ending the day
25% lower on the BSE,
reports Chanchal Pal
Chauhan.»»5



