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Happy Forgingssuy

Muted performance; Healthy order wins/backlog to drive growth

Happy Forgings’ (HFL) 1QFY25 revenue was 3% below JMFe. EBITDA margin at 28.6% was
in-line with JMFe. Management indicated that domestic CV / Tractor industry is est. to grow
by single-digit during FY25. HFL has been consistently outperforming growth of the
underlying CV / Tractor industry led by addition of new customers and increase in wallet
share with existing customers. While outlook for EU has turned muted, new order wins in
Industrial and PV segments (in both US and EU) are expected to drive growth and
diversification. We expect HFL's revenue / EPS momentum to remain strong (17% / 21%
CAGR over FY24-27E) led by healthy order backlog. Net cash balance sheet and healthy FCF
(INR 4bn+ over FY24-27E) provides comfort. We maintain our BUY rating with Sept'25 TP of
INR 1,300 (30x Sept'26E EPS). Any slowdown in underlying CV / Tractor demand remains a
key risk to our estimates.

m  1QFY25 - Muted growth performance; margin remains healthy: HFL reported revenue of
INR 3.4bn (+3.5% YoV, flattish QoQ) 2.5% below JMFe. Adjusted for one-off, YoY
growth stood at c.7%. EBITDA came-in at INR 976mn (-4%YoY, flattish QoQ). EBITDA
margin stood at 28.6% (-220bps YoY, +30bps QoQ), in-line with JMFe. Adjusted PAT
stood at INR 638mn (-0.4% YoY, -3% QoQ), 5% below JMFe owing to higher than
expected interest and depreciation.

m  Operational update: During 1QFY25, HFL's volumes grew by c.3% YoY to 13,933 MT.
Adj. for one-off realisation grew by c.4% YoY to INR245/kg. Contribution of machined
products (value-added business) increased from 82% in 1QFY24 to 87% in 1QFY25 (85%
in 4Q). HFL continues to outperform the underlying industry. Against MHCV trucks /
Tractor production of (1%) / +1%, HFL's CV / Tractor revenue stood at +14% / (6%). Its
overall revenue growth of c.7% for TQFY25 was led by ramp-up of new orders in PV and
CV segment. Share of industrials business decreased from 14% in 1QFY24 to 12% in
1QFY25 owing to slowdown in EU Wind segment (down 30-35%). Revenue share of
exports stood at 18% in 1QFY25 (21% in 1QFY24).

= Demand outlook: The Company indicated that domestic CV / Farm segment is expected
to grow in single-digit during FY25. And, has guided for continued outperformance over
the medium-term led by increase in wallet share from existing customers and addition of
new customers, both in India and globally. This is expected to be led by a) ramp-up in
industrials / exports (backed by orders) and b) recent order wins in passenger vehicle
segment (expects revenue share to increase to 8-10% over next 2yrs).

=  Margin outlook: HFL has guided for a sustainable margin of ~28% going forward. The
company indicated that recent order wins in PV segment are for fully-machined
components where profitability is similar to current margin level. Rising mix of machined
components and positive operating leverage remains additional levers for margin.

= Other highlights: 1) Capacity utilisation for 1QFY25 stands at 56% / 85% for Forging and
Machining. The company plans to expand machining capacity of 4.5k MT in 2Q and 5k
MT in Q3, taking total capacity to 62k MT by FY25 end. It also plans to add 6.3k ton and
10k ton forging press during FY25/26 to cater to PV and farm segment. 2) Capex
guidance for FY25/26 stands at INR 2-2.5bn each. 3) During the qtr, HFL received
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Current Reco. BUY
Previous Reco. BUY
Current Price Target (12M) 1,300
Upside/(Downside) 5.2%
Previous Price Target 1,250
Change 4.0%

Key Data — HAPPYFOR IN

Current Market Price INR1,236
Market cap (bn) INR116.4/US$1.4
Free Float 33%
Shares in issue (mn) 94.2
Diluted share (mn) 94.2

3-mon avg daily val (mn) INR118.0/US$1.4

52-week range 1,300/813
Sensex/Nifty 78,886/24,117
INR/US$ 84.0
Price Performance

% ™ 6M 12M
Absolute -3.3 20.8 0.0
Relative* -1.5 9.6 0.0

* To the BSE Sensex

Financial Summary (INR mn)

Y/E March FY23A FY24A FY25E FY26E FY27E

Net Sales 11,609 13,432 15,718 19,060 21,732

Sales Growth (%) 35.3 15.7 17.0 21.3 14.0 JM Financial Research is also available on:

EBITDA 3,409 3,875 4,571 5,655 6,471 B|Oomberg - JMFR <GO>,

EBITDA Margin (%) 28.5 28.5 28.8 29.3 29.4 ;

Adjusted Net Profit 2,087 2,430 3,012 3,799 4,354 Thomson Publisher & ReUters'. .

Diluted EPS (INR) 233 258 32.0 403 262  S&P Capital IQ, FactSet and Visible Alpha

Diluted EPS Growth (%) 46.8 10.6 24.0 26.1 14.6
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o . . . . . H

PE () =0 479 387 306 267 re_por’; for Important Disclosures and

P/B (x) 1.2 72 6.2 53 a5 Disclaimers and Research Ana|yS’[

EV/EBITDA (x) 34.7 29.6 25.0 20.1 17.3 Certification.

Dividend Yield (%) 0.0 0.3 0.4 0.5 0.5

Source: Company data, JM Financial. Note: Valuations as of 08/Aug/2024
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approval from customers for certain orders on which it was working for last 2 years. 4) In
the railway segment, HFL is focusing on specialised tenders where realisations and
profitability is high. The company has also started working on Defence and Aerospace

segments and will update on the same over next 2-3 qgtrs.

Exhibit 1. Quarterly financial performance - consolidated

Financial Matrices (INR mn) 1QFY25 1QFY24
Sales 3,415 3,298
RM 1,486 1,418
as a % of sales 43.5 43.0
Employee Exp 290 249
as a % of sales 8.5 7.5
Other Costs 663 617
as a % of sales 19.4 18.7
Expenditure 2,439 2,284
EBITDA 976 1,015
EBITDA Margin (%) 28.6 30.8
Other Income 76 22
Interest 14 27
Depreciation 180 155
PBT 858 855
Tax 220 214
Tax rate (%) 25.7 25.1
PAT (Adjusted) 638 640
PAT Margin (%) 19% 19%
EPS (INR) 6.8 7.2
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16.5
90bps
7.4
70bps
6.8
(3.8)
-220bps
252.8
(48.9)
16.5
0.4
2.8

(0.9
0.7)
(5.3)

4QFY24
3,433
1,494
43.5
295
8.6
673
19.6
2,462
971
28.3
72

9

160
875
217
24.8
658
19%
7.0

% QoQ
(0.5)
(0.5)
Obps
(1.8)

-10bps
(1.6)

-20bps
(1.0)

0.5
30bps

59
12
@)

90bps
(3.0)
(0.5)
3.0)

1QFY25E
3,502
1,523
43.5
298
8.5
683
19.5
2,504
998
28.5
75

10
175
888
218
24.5
671
19%
7.1

Var (%)
(2.5)
(2.5)
Obps
(2.6)
Obps
(3.0)

-10bps
(2.6)
2.2)

10bps
1.4
37.4
2.9
(3.4)
1.2
1.2
(4.8)
(0.5)
(4.8)

Source: Company, JM Financial

Exhibit 2. Revenue mix by segments
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Exhibit 4. Expect revenue to grow at CAGR of 21% over FY24-26E

Exhibit 5. Expect EBITDAM to expand by c.100bps over FY24-26E
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Exhibit 6. Expect PAT to grow at c.28% CAGR over FY24-26E Exhibit 7. Healthy return ratios; net cash balance sheet
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Exhibit 8. Change in estimates
. New assumption Old assumption % Change
Happy Forgings
FY25E FY26E  FY27E  FY25E FY26E FY27E FY25E FY26E  FY27E
Revenue (NRmn) 15,897 19,272 21,979 16,500 19,842 NA -37% -2.9% NA
EBITDA (INR mn) 4571 5655 6471 4,786 5,862 NA -45% -35% NA
EBITDAM (%) 28.8 29.3 29.4 29.0 29.5 NA -25bps -20bps NA
PAT (INR mn) 3,012 3,799 4,354 3,172 3,965 NA -5.0% -4.2% NA
EPS (INR) 320 403 462 337 421 NA -50% -4.2% NA

Source: Company, JM Financial
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Financial Tables (Consolidated)

Income Statement (INR mn) Balance Sheet (INR mn)
Y/E March FY23A FY24A FY25E FY26E FY27E Y/E March FY23A FY24A FY25E FY26E FY27E
Net Sales 11,609 13,432 15,718 19,060 21,732 Shareholders’ Fund 9,883 16,125 18,666 21,853 25,594
Sales Growth 35.3% 15.7% 17.0% 21.3% 14.0% Share Capital 179 188 188 188 188
Other Operating Income 356 150 179 212 246 Reserves & Surplus 9,704 15,937 18,478 21,664 25,405
Total Revenue 11,965 13,582 15,897 19,272 21,979 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp 5,510 5,966 6,951 8,407 9,588 Minority Interest 0 0 0 0 0
Personnel Cost 878 1,145 1,308 1,530 1,720 Total Loans 2,185 1,430 1,180 1,180 680
Other Expenses 2,168 2,596 3,067 3,680 4,200 Def. Tax Liab. / Assets (-) 230 316 316 316 316
EBITDA 3,409 3,875 4,571 5,655 6,471 Total - Equity & Liab. 12,299 17,871 20,162 23,349 26,590
EBITDA Margin 28.5% 28.5% 28.8% 29.3% 29.4% Net Fixed Assets 7,532 8,704 9,983 11,181 12,256
EBITDA Growth 47.7% 13.7% 17.9% 23.7% 14.4% Gross Fixed Assets 8,624 9,923 11,923 13,923 15,923
Depn. & Amort. 542 647 721 801 925 Intangible Assets 0 0 0 0 0
EBIT 2,867 3,228 3,850 4,854 5,545 Less: Depn. & Amort. 1,839 2,487 3,208 4,009 4,934
Other Income 57 134 270 308 338 Capital WIP 748 1,267 1,267 1,267 1,267
Finance Cost 125 118 98 89 70 Investments 318 3,208 3,520 4,263 4,304
PBT before Excep. & Forex 2,800 3,244 4,023 5,073 5,814 Current Assets 5,411 6,948 8,127 9,633 12,010
Excep. & Forex Inc./Loss(-) 0 0 0 0 0 Inventories 1,696 2,242 2,624 3,181 3,627
PBT 2,800 3,244 4,023 5,073 5,814 Sundry Debtors 3,081 3,569 4,134 5,012 5,715
Taxes 713 814 1,010 1,274 1,461 Cash & Bank Balances 0 6 140 103 1,212
Extraordinary Inc./Loss(-) 0 0 0 0 0 Loans & Advances 0 0 0 0 0
Assoc. Profit/Min. Int.(-) 0 0 0 0 0 Other Current Assets 635 1,131 1,230 1,338 1,455
Reported Net Profit 2,087 2,430 3,012 3,799 4,354 Current Liab. & Prov. 963 988 1,468 1,729 1,980
Adjusted Net Profit 2,087 2,430 3,012 3,799 4,354 Current Liabilities 477 555 685 829 945
Net Margin 17.4% 17.9% 18.9% 19.7% 19.8% Provisions & Others 486 433 782 900 1,035
Diluted Share Cap. (mn) 89.5 94.2 94.2 94.2 94.2 Net Current Assets 4,448 5,960 6,659 7,905 10,030
Diluted EPS (INR) 233 258 320 40.3 46.2 Total — Assets 12,299 17,871 20,162 23,349 26,590
Diluted EPS Growth 46.8% 10.6% 24.0% 26.1% 14.6% Source: Company, JM Financial

Total Dividend + Tax 0 377 471 612 612

Dividend Per Share (INR) 0.0 4.0 5.0 6.5 6.5

Source: Company, JM Financial

Cash Flow Statement (INR mn) -

Dupont Analysis
Y/E March FY23A FY24A FY25E FY26E FY27E

Y/E March FY23A FY24A FY25E FY26E FY27E
Profit before Tax 2,800 3,244 4,023 5,073 5,814 -

Net Margin 17.4% 17.9% 18.9% 19.7% 19.8%
Depn. & Amort. 542 647 721 801 925

Asset Turnover (x) 1.0 0.9 0.8 0.9 0.9
Net Interest Exp. / Inc. (-) 119 118 98 89 70
Inc (-) / Dec in WCap. 779 1,230 -566 -1,282 1,017 Leverage Factor (x) 13 12 1 1 1
Others 51 50 196 228 252 RoE 23.5% 18.7% 17.3% 18.8% 18.4%
Taxes Paid -638 -839 -1,010 -1,274 -1,461
Operating Cash Flow 2,094 1,890 3,069 3,179 4,080 Key Ratios
Capex -1,745 -1,941 -2,000 -2,000 -2,000 Y/E March FY23A FY24A FY25E FY26E FY27E
Free Cash Flow 350 -51 1,069 1,179 2,080 BV/Share (INR) 110.4 171.2 198.1 232.0 271.7
Inc (-) / Dec in Investments 4 -2,765 -312 -743 -41 ROIC 19.5% 18.5% 18.9% 20.9% 21.1%
Others 16 13 196 228 252 ROE 23.5% 18.7% 17.3% 18.8% 18.4%
Investing Cash Flow -1,725 -4,693 -2,116 -2,514 -1,789 Net Debt/Equity (x) 0.2 -0.1 -0.1 -0.1 -0.2
Inc / Dec (-) in Capital 0 3,810 0 0 0 P/E (x) 53.0 47.9 38.7 30.6 26.7
Dividend + Tax thereon 0 -116 -471 -612 -612 P/B (x) 11.2 7.2 6.2 53 4.5
Inc / Dec (-) in Loans -252 -755 -250 0 -500 EV/EBITDA (x) 34.7 29.6 25.0 20.1 17.3
Others -119 -130 -98 -89 -70 EV/Sales (x) 9.9 8.5 7.2 59 5.1
Financing Cash Flow -370 2,809 -819 -701 -1,182 Debtor days 94 96 95 95 95
Inc / Dec (-) in Cash 0 6 133 -37 1,109 Inventory days 52 60 60 60 60
Opening Cash Balance 0 0 6 140 103 Creditor days 20 21 22 22 22
Closing Cash Balance 0 6 140 103 1,212 Source: Company, JM Financial

Source: Company, JM Financial
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History of Recommendation and Target Price

Date Recommendation Target Price
18-Mar-24 Buy 1,100
27-May-24 Buy 1,250
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Definition of ratings

Rating Meaning

Buy Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and REITs* and more than
15% for all other stocks, over the next twelve months. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market
capitalisation in excess of INR 200 billion and REITs* and in the range of 10% downside to 15% upside from the current market price
for all other stocks, over the next twelve months.

Sell Price expected to move downwards by more than 10% from the current market price over the next twelve months.

* REITs refers to Real Estate Investment Trusts.
Research Analyst(s) Certification
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All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and

No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research
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Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written
consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein.

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading
memberships of the BSE Ltd. (BSE) and National Stock Exchange of India Ltd. (NSE). No material disciplinary action has been taken by SEBI against JM Financial
Institutional Securities in the past two financial years which may impact the investment decision making of the investor. Registration granted by SEBI and
certification from the National Institute of Securities Market (NISM) in no way guarantee performance of JM Financial Institutional Securities or provide any
assurance of returns to investors.

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional
clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management,
brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing
offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies)
covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from
the company(ies) mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to,
or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in,
it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt
or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The
Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts)
Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the
company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time
of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This
report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been
prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional
Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered
in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the
views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional
Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be
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
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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
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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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