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Margin compression ahead, but available at a reasonable valuation

In 1QFY26, Sona BLW reported an EBITDA margin of 23.8% (-430bps YoY, -330bps QoQ),
30bps below JMFe, impacted by negative operating leverage and an adverse product mix—
primarily due to the inclusion of the lower-margin (18%) railway business from Jun'25. EV
business growth was impacted due to: a) a change in revenue recognition with an EV
customer in Europe (now on delivery vs. ex-works), b) demand slowdown at a key customer,
¢) rare-earth magnet supply constraints, and d) US tariff uncertainty delaying OEM
procurement. Despite challenging environment, Sona BLW received a) INR 15.5bn order from
an existing NA customer for final drive differential assemblies (DA) (SOP: 3QFY28) b) INR
2.6bn from an existing Indian customer for 3W traction motor (SOP: 4QFY26). Further, as
mentioned earlier, a JV with China’s INT offers a significant TAM of ~INR 16.7bn (~48% of
Sona BLW's FY25 revenue, exhibit 2). In our view, EV-led growth, a strong INR 262bn order
book (as of Jun'25), and continued product expansion will help navigate through near-term
end-market weakness. However, due to addition of railway business and entry into highly
competitive Chinese market, we have reduced our margin estimates by 160bps / 70 bps in
FY26E / FY27E to 24.6% / 26.0%. Maintain BUY rating with Mar‘27 TP of INR 580 (35x
FY27E EPS).

= 1QFY26 - Contraction due to negative leverage and adverse mix: Sona BLW reported
consolidated revenue of INR 8.5bn (-4.7% YoY, -2% QoQ), 1.5% below JMFe. Total
revenue growth was below due to overall slowdown in EVs and rare-earth magnet supply
constraint. EBITDA margin stood at 23.8% (-430bps YoY, -330bps QoQ), 30bps below
JMFe due to negative operating leverage and adverse product mix. Reported EBITDA
came-in at INR 2.02bn (-19% YoY, -14% QoQ), 3% below JMFe. Adj. PAT stood at INR
1.3bn (-7.6% YoY, -21.3% QoQ), 4% below JMFe.

m EV business update for 1Q: EV revenue during 1Q declined -25% YoY to INR 2.1bn.
Decline in EV business is attributed to demand slowdown at a key customer, rare earth
magnet constraint, and a change in revenue recognition with an EV customer in Europe
(now on delivery vs. ex-works). Share of BEV revenue stood at 28% during 1Q (36% in
FY25). During 1QFY26, Sona BLW received INR 15.5bn order from an existing NA
customer for final drive differential assemblies (DA) (SOP: 3QFY28) and INR 2.6bn from an
existing Indian customer for 3W traction motor (SOP: 4QFY26). Regarding rare-earth
supply constraints, the management indicated that they have identified a solution for
motors below 5kW by using light rare-earth magnets. As a result, production has
recovered to the April run rate. With this addition, the company now has 60 EV programs
with 32 different customers. Of these, 16 programs are in ramp-up phase and production
is yet to commence for 29 programs.

= JV with China’s Jinnaite Machinery Co. Ltd. (JNT): We believe the JV with JNT represents a
significant growth opportunity for Sona BLW, especially considering the sizeable TAM of
~INR 16.7bn it offers. Sona BLW holds key IP in Bevel gears, vital for differential
assemblies (DAs) in EVs. Under the JV, Sona BLW will supply Bevel gears from India, while
JNT will handle casting to produce DAs for delivery to OEMs. For india business also,
Sona BLW outsources the casting business.

Financial Summary (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Net Sales 31,848 35,545 50,886 63,676 72,775
Sales Growth (%) 19.0 11.6 43.2 25.1 14.3
EBITDA 9,021 9,753 12,534 16,531 19,286
EBITDA Margin (%) 28.3 27.4 24.6 26.0 26.5
Adjusted Net Profit 5,265 6,190 7,531 10,281 12,372
Diluted EPS (INR) 9.0 10.0 12.1 16.5 19.9
Diluted EPS Growth (%) 34.2 10.9 21.7 36.5 20.3
ROIC (%) 20.5 16.8 16.0 17.9 20.6
ROE (%) 213 15.2 13.0 15.7 16.5
P/E (x) 49.3 44.5 36.6 26.8 22.3
P/B (x) 9.8 5.0 4.5 3.9 3.4
EV/EBITDA (x) 29.1 24.8 20.1 14.9 12.3
Dividend Yield (%) 0.7 0.4 0.5 0.6 0.7

Source: Company data, JM Financial. Note: Valuations as of 04/Aug/2025
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Demand outlook: Although demand uncertainties persist, several factors could help Sona
BLW navigate the near-term challenges. Its entry into China’s EV market—which
accounted for 66% of global EV sales in 2024—presents a significant growth
opportunity. Additionally, the railway segment, where the company is a leader in braking
systems, offers potential through expansion into metro rail projects and exports,
supported by both existing and new offerings such as railway HVAC systems and
automatic plug door systems. In terms of order book, aggregate value of the net order
book increased by INR 20bn QoQ to INR 262bn (added / consumed INR 8bn / INR 28bn
worth new orders); orders for EV / PHEVs stood at 75% of the net order book as at the
end of 1Q amounting to INR 198bn.

Margin outlook: In 1QFY26, the company’s EBITDA margin declined by 430bps YoY to
23.8%, primarily due to negative operating leverage and an unfavourable product mix.
The inclusion of the railway equipment business, which operates at a lower EBITDA
margin of ~18%, from June 2025 is expected to moderate overall margins going
forward. Additionally, the company’s entry into the highly competitive Chinese market,
while potentially margin dilutive, could drive substantial growth in absolute terms.

Other highlights: 1) Exceptional item includes INR 69mn (post-tax) for acquisition related
costs. 2) The company plans to enter the humanoid robot market, and expects its rapid
adoption over the next decade.

Exhibit 1. Quarterly financial performance - consolidated

(INR mn) Q1FY26 Q1FY25 % YoY Q4FY25
Sales 8,509 8,930 4.7) 8,684
RM 3,792 3,788 0.1 3,764
as a % of sales 44.6 42.4 210bps 433
Employee Exp 878 761 15.4 784
as a % of sales 10.3 8.5 180bps 9.0
Other Costs 1,814 1,870 (3.0 1,787
as a % of sales 21.3 20.9 40bps 20.6
Expenditure 6,483 6,419 1.0 6,335
EBITDA 2,026 2,512 (19.4) 2,350
EBITDA Margin (%) 23.8 28.1 -430bps 271
Other Income 442 70 535.2 522
Interest 53 86 (38.1) 52
Depreciation 670 606 10.5 646
PBT 1,744 1,889 (7.7) 2,173
Tax 435 472 (7.7) 510
Exceptional item -92 - -26
PAT (Adjusted) 1,309 1,417 (7.6) 1,663
EPS (INR) 2.2 24 (7.6) 2.7

% QoQ
(2.0
0.7
120bps
12.0
130bps
1.5
70bps
2.3
(13.8)
-330bps

Q1FY26E
8,641
3,811

441
821
9.5
1,927
22.3
6,558
2,082
24.1
400
50
658
1,774
417
1,357
2.2

Var (%)
(1.5)
(0.5)

50bps
7.0
80bps
(5.9)

-100bps
(1.1
(2.7)

-30bps
10.5

6.6
1.8
(1.7)
4.4

(3.6)
2.2

Source: Company, JM Financial

Exhibit 2. Scenario Analysis- INR 16.7bn opportunity

Assuming one customer only BYD
Number of cars projected to be sold by BYD in 2026 (mn units) (a) 6.5
Cost of differential assembly (USD) (b) 100
Number of diferential assembly (DA) required in 4WD 2
Number of DA required in rear-wheel drive 1
Avergare DA requied across models (c) 1.5
Share of business from BYD to Sona BLW-INT JV (d) 20%
Total addressable market (USD mn) (a*b*c*d) 195
Total addressable market (INR mn) 16,770

Source: JM Financial
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Exhibit 3. 1QFY26 revenue mix — by powertrain
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Exhibit 4. 1QFY26 revenue mix — by product
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Exhibit 5. TQFY26 revenue mix — by geography Exhibit 6. TQFY26 revenue mix — by vehicle segment
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Exhibit 7. Net order book at INR 262bn over next 10 years
24200 ™  8un W 28

Orders consumed from
matured and ramp-up
programs during Q1 FY26

Orderbook at the end of
Q4 FY25

EV: €198 billion (75%)

Orders added for
programs won in Q1 FY26

262 on

Orderbook at the end of
QI FY26

Railway:
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Non-EV: _E_L.
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5% 9% 4%

PV 2W&3W  CV &OHV cv OHV _ Railway
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Source: Company, JM Financial; Note: net order book means the aggregate revenue from awarded programs which are either yet to start
production or are yet to fully ramp up, in the next 10 years, after adjusting for the negative impact of all programs that are expected to
reach end of life or be phased out. The company has also applied a discount to accommodate any unforeseen delays or changes in program
launches that may happen in the future. Railway business order book is based on the purchase orders received from the customers to be

executed largely within next 12 months
Source: Company, JM Financial
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Exhibit 8. Sona BLW Precision Forgings - Change in estimates

New assumption Old assumption % Change
Sona BLW
FY25A FY26E FY27E FY25A FY26E FY27E FY25A FY26E FY27E
Revenue (INR mn) 35,545 50,886 63,676 35,545 51,986 65,033 0.0% -2.1% -2.1%
EBITDA (INR mn) 9,753 12,534 16,531 9,753 13,634 17,390 0.0% -8.1% -4.9%

EBITDA Margin (%) 27.4%  246% 26.0% 27.4% 262% 26.7% Obps -160bps  -70bps

PAT (INR mn) 6,190 7,531 10,281 6,190 8,342 10,885 0.0% -9.7% -5.5%

EPS (INR mn) 10.0 12.1 16.5 10.0 13.4 17.5 0.0% -9.7% -5.5%

Source: Company, JM Financial

Exhibit 9. 1-yr forward PE chart
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Financial Tables (Consolidated)

Income Statement (INR mn) Balance Sheet (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E Y/E March FY24A FY25A FY26E FY27E FY28E
Net Sales 31,848 35,545 50,886 63,676 72,775 Shareholders’ Fund 26,503 54,948 61,230 69,806 80,125
Sales Growth 19.0% 11.6% 43.2% 25.1% 14.3% Share Capital 5,864 6,217 6,217 6,217 6,217
Other Operating Income 0 0 0 0 0 Reserves & Surplus 20,639 48,731 55,013 63,588 73,908
Total Revenue 31,848 35,545 50,886 63,676 72,775 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp 13,741 15,447 24,524 30,901 35,227 Minority Interest 1,498 1,499 1,499 1,499 1,499
Personnel Cost 2,501 3,150 4,532 5,461 6,239 Total Loans 4,121 2,022 1,928 1,838 1,753
Other Expenses 6,584 7,195 9,296 10,783 12,023 Def. Tax Liab. / Assets (-) 0 0 0 0 0
EBITDA 9,021 9,753 12,534 16,531 19,286 Total - Equity & Liab. 32,122 58,470 64,657 73,143 83,378
EBITDA Margin 28.3% 27.4% 24.6% 26.0% 26.5% Net Fixed Assets 19,624 21,949 27,088 26,760 26,505
EBITDA Growth 30.3% 8.1% 28.5% 31.9% 16.7% Gross Fixed Assets 23,324 27,635 35,853 39,085 42,630
Depn. & Amort. 2,202 2,544 3,079 3,560 3,800 Intangible Assets 0 0 0 0 0
EBIT 6,819 7,209 9,455 12,972 15,486 Less: Depn. & Amort. 7,337 9,881 12,960 16,520 20,319
Other Income 239 1,269 631 751 1,001 Capital WIP 3,636 4,195 4,195 4,195 4,195
Finance Cost 258 302 110 105 101 Investments 527 9,181 10,681 14,681 20,681
PBT before Excep. & Forex 6,800 8,176 9,975 13,617 16,387 Current Assets 18,499 34,241 36,450 42,808 48,584
Excep. & Forex Inc./Loss(-) 0 0 0 0 0 Inventories 3,475 3,487 7,137 9,521 10,812
PBT 6,800 8,176 9,975 13,617 16,387 Sundry Debtors 6,483 7,052 9,629 11,708 13,195
Taxes 1,535 1,986 2,444 3,336 4,015 Cash & Bank Balances 2,742 13,016 840 2,469 5,186
Extraordinary Inc./Loss(-) -87 -193 0 0 0 Loans & Advances 0 0 0 0 0
Assoc. Profit/Min. Int.(-) 0 0 0 0 0 Other Current Assets 5,799 10,686 18,844 19,111 19,390
Reported Net Profit 5,178 5,997 7,531 10,281 12,372 Current Liab. & Prov. 6,527 6,901 9,561 11,106 12,392
Adjusted Net Profit 5,265 6,190 7,531 10,281 12,372 Current Liabilities 4,936 5,236 7,813 9,269 10,464
Net Margin 16.5% 17.4% 14.8% 16.1% 17.0% Provisions & Others 1,591 1,666 1,749 1,836 1,928
Diluted Share Cap. (mn) 586.4 621.7 621.7 621.7 621.7 Net Current Assets 11,972 27,340 26,888 31,702 36,192
Diluted EPS (INR) 9.0 10.0 121 16.5 19.9 Total — Assets 32,122 58,470 64,657 73,143 83,378
Diluted EPS Growth 34.2% 10.9% 21.7% 36.5% 20.3% Source: Company, JM Financial

Total Dividend + Tax 1,795 1,027 1,249 1,705 2,052

Dividend Per Share (INR) 3.1 1.7 2.0 2.7 33

Source: Company, JM Financial

Cash Flow Statement (INR mn) :

Dupont Analysis
Y/E March FY24A FY25A FY26E FY27E FY28E

Y/E March FY24A FY25A FY26E FY27E FY28E
Profit before Tax 6,800 8,176 9,975 13,617 16,387

Net Margin 16.5% 17.4% 14.8% 16.1% 17.0%
Depn. & Amort. 2,202 2,544 3,079 3,560 3,800

Asset Turnover (x) 1.1 0.8 0.8 0.9 0.9
Net Interest Exp. / Inc. (-) 258 302 110 105 101
Inc (-) / Dec in WCap. -147 -5,084 -1,787 -3,251 -1,841 Leverage Factor (x) 12 1 1 1 1
Others 1411 2191 0 0 0 RoE 21.3% 15.2% 13.0% 15.7% 16.5%
Taxes Paid -1,535 -1,986 -2,444 -3,336 -4,015
Operating Cash Flow 8,989 3,760 8,934 10,695 14,431 Key Ratios
Capex -6,796 -4,869 -8,218 -3,232 -3,545 Y/E March FY24A FY25A FY26E FY27E FY28E
Free Cash Flow 2,192 -1,109 715 7.464 10,886 BV/Share (INR) 452 88.4 98.5 112.3 128.9
Inc (-) / Dec in Investments 1,891 -8,654 -1,500 -4,000 -6,000 ROIC 20.5% 16.8% 16.0% 17.9% 20.6%
Others -1,760 0 -10,000 0 0 ROE 21.3% 15.2% 13.0% 15.7% 16.5%
Investing Cash Flow -6,666 -13,523 -19,718 -7,232 -9,545 Net Debt/Equity (x) 0.0 -0.3 -0.1 -0.2 -0.3
Inc / Dec (-) in Capital 10 353 0 0 0 P/E (x) 49.3 44.5 36.6 26.8 22.3
Dividend + Tax thereon -1,795 -1,027 -1,249 -1,705 -2,052 P/B (x) 9.8 5.0 4.5 3.9 3.4
Inc / Dec (-) in Loans 911 -2,401 -205 -195 -186 EV/EBITDA (x) 29.1 24.8 20.1 14.9 12.3
Others 593 23,112 63 66 69 EV/Sales (x) 8.2 6.8 5.0 3.9 33
Financing Cash Flow -280 20,037 -1,392 -1,835 -2,169 Debtor days 74 72 69 67 66
Inc/ Dec (-) in Cash 2,043 10,274 -12,176 1,629 2,717 Inventory days 40 36 51 55 54
Opening Cash Balance 698 2,742 13,016 840 2,469 Creditor days 79 74 74 72 71
Closing Cash Balance 2,742 13,016 840 2,469 5,186 Source: Company, JM Financial

Source: Company, JM Financial
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History of Recommendation and Target Price Recommendation History
Date Recommendation Target Price % Chg. Sona BLW Precision Forgings
19-Aug-21 Buy 570
28-Oct-21 Buy 700 228
1-Feb-22 Buy 750 71
5-May-22 Buy 750 0.0
15-Jun-22 Buy 750 0.0
28-Jul-22 Buy 750 0.0
30-Oct-22 Buy 700 6.7
25-Jan-23 Buy 700 0.0
10-Apr-23 Buy 665 -5.0 380 T T T T T T
3-May-23 Buy 665 0.0 Aug-r2 Feg-23  Aug23  Feb-M  Aug-Md Fep-25  Aug25
27-Jul-23 Buy 700 53
25-0ct-23 Buy 700 0.0 T Frice —_— Price
23-Jan-24 Buy 740 5.7
1-May-24 Buy 715 3.4
24-Jul-24 Buy 760 6.3
23-Oct-24 Buy 850 1.8
23-Jan-25 Buy 725 -14.7
1-May-25 Buy 630 131
20-Jul-25 Buy 630 0.0
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Rating Meaning
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eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of
and to observe such restrictions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In
the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 27th Floor, Office No. 2715,
New York, New York 10019. Telephone +1 (332) 900 4958 which is reqgistered with the SEC and is a member of FINRA and SIPC.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside
the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an "accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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