Rough ride for
Apollo Tyres post
Cooper buyout

fe Bureau

Mumbai, June 13: Apollo
Tyres lost a fourth of their
valueaday after the company
announced itsintentiontoac-
quire US-based Cooper Tires
andRubberinanall-cashdeal
worth $2.5billion, Alargesec-
tion of analysts have already
expressed concerns that the
deal would push up the debt
burden of Apollo Tyres toun-
~ comfortablelevels.

On Thursday, shares of
Apollo Tyreslostover26% dur-
ing intraday trades to touch a
52-week-low of ¥67.75. Itfinally
closed at 68.60%, shedding
25.43% or 323.40 — its biggest
single-dayfallinmorethantwo
decades. The largest manufac-
turerof trucktyresinIndialost
more than 31,043 crore in mar-
ket capitalisation (m-cap) due
toheavy sellingon Thursday.

The tyremaker said in a
statement issued on Wednes-
day thatit will be paying Coop-
er shareholders $35/share -
40% premium to Cooper’s 30-
day volume-weighted average
price. The size of thedealisre-
portedly three times Apollo
Tyre's m-cap. Though Apollo
expects the acquisition to give
a3465-700croreboosttooperat-
ing profit per annum, broker-
ages have cut the stock citing
concerns over the increased
debt burden. The tyre manu-
facturer had reported a net
debtof ¥2,300croreintheguar-
terended March 31, 2013.

Ambit Capital has revised
itsratingfrombuy tosell as it
expects the company’s con-
solidatednetdebttoequityra-
tio post the acquisition to in-

crease to 3.8 times frem the
current0.57 times.

Goldman Sachs, in a re-
port, stated that Apollo’s net
debttoequityratiowouldrise
even though Cooper would
service a significant portion
of the addltlonal debt the In-
dian company would takd on
tofinance the deal.

Apollo Tyres touched 52-week
low 0f%67.75. It finally closed at
68.60%, shedding 25.43% or

323.40 — its biggest single-day
fallinmore than two decades

Marketexpertssaidthatgiv-
entheoverallmarketscenario,
investors would not prefer to
hold a stock that has high debt
service requirements. “When
a company acquires a bigger
market player —for instance
Tata Motors® acquisition of
JLR — stock valuations of the
buying company tend to suffer.
We don’t expect Apollo Tyre to
recoverinthenear-term,” said
Sonam Udasi, senior VP (re-

‘search), IDBI Capital.

“We expect the stock to
come down to 50-55 level,
where it can see some consoli-
dation. says Nidhi Saraswat,
senior research analyst, Bo-
nanza Portfolio.



