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Expanding product spectrum augurs well  
Highlights of Happy Forgings (HFL) plant visit and management interaction 

1) Sound engineering capabilities, as reflected in HFL’s rapid diversification and 
delivery of complex forged/ machined components to auto/industrial segments, has 
fetched significant market share gains. 2) Focus on complex/critical parts and recent 
product additions will open up new opportunities: capability step-up from addition of 
14k ton press line (in 3QFY23) helped expand product offerings from up to 90kgs to 
complex parts up to 250kg. Ongoing Brownfield expansion for 3.1k ton (dedicated to 
PV), 6.3k ton and 10k ton press lines will help rebalance production and augment 
further capacity. 3) New order wins in PV and industrials will help de-risk dependance 
on CV/tractors (~73% of revenues). Further, HFL intends to work on light weight 
forgings to support growth. 4) Structural demand drivers like opening of India-centric 
global supply chain and low revenue share of industrials and exports (vs peers) should 
help outperformance. Street has built in standalone revenue/EBITDA/Adj.PAT CAGR 
of 21%/24%/30.7%. Although execution and continued revenue diversification are 
critical success factors, we believe valuations at 24.2x/18.9x FY25/26 bloom 
standalone EPS partially price in the positives. Not rated.            

A closer look at key takeaways  
 Sound engineering capabilities help rapid revenue diversification and market 

share gains: HFL’s management and engineering capabilities have helped it quickly 
diversify revenue base in 9MFY24 (YoY) as 1) contribution of machined products 
increased to 84% (vs 78%), 2) share of industrials and exports increased to 13% (vs 
4%) and to 20% (vs 13%). ~47%, revenues are from Crankshafts, wherein HFL has 
large market share of ~45%/35% in CVs/tractors, given high tolerances of product 
design and manufacturing capabilities, causing high entry barrier and limited 
competition.  

 Focus on critical parts and recent products addition to open up opportunities: HFL 
is looking to add capacity in forging (brownfield expansion is underway for 6.3k 
ton press by 2QFY25 and 10k ton press line) and machining owing to high demand. 
Machining capacity utilization is (~85%) 50k tons currently; it is expected to move 
up to 61k-62k tons in phases (delayed by couple of months due to Red Sea issue). 
Front axle beam (new product) supplies are expected to start soon, and target is 
~5k beams per month  by end of FY25E (to start with 1-2k units p. m. and ramp up 
subsequently), vis-à-vis total industry demand of ~30k beams p.m. 

 New order wins in PV and industrials to help de-risk dependance on CV/tractors: 
- HFL expects PV segment to contribute 5-6% by FY25E and >10% of the overall 
revenues in 3-4 years, led by ramp-up with existing customer (crankshaft and 
suspension parts) and new order win from North American customer, slated to 
start in FY26E. HFL is setting up 3.1k tons press line dedicated to PV segment 
while ramping-up SUV crankshaft supply to domestic customers, where it has 34-
35% share of business for a single platform.      

 Opening up of global supply chain for India, a structural demand driver: With 
installation of 14k tons press line (in 3QFY23), HFL experienced a major influx of 
new order wins from the Industrial segment. The current utilization of this press 
line is 35-40% and it plans to ramp it up to 75-80% over 12-16 months on the back 
of new order wins. HFL has made significant progress in exports as well by cross-
selling products and expanding into new locations. HFL expect the share of exports 
in revenues to increase to >30% over 2-3 years (vs ~8%/20% in FY21/9MFY24).  
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Nifty 21,859 
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Stock performance  

 1M 3M 1Y 
Absolute return  (14%) N/A N/A 

 
Shareholding pattern (As of Dec’23) 
Promoter 78.6% 
FII+DII 7.9% 
Others 13.5% 

 
 
Financial Summary 

Y/E DEC (Rs mn) FY21 FY22 FY23 
Sales 5850  8600  11965  
EBITDA 1587  2309  3409  
Adj. PAT 864  1423  2087  
Adj. EPS (INR) 9.7  15.9  23.3  
EPS Gr. (%) 7.2  64.6  46.7  
BV/Sh. (INR) 144  88  110  
RoE (%) 14.4  19.9  23.5  
RoCE (%) 11.6  14.0  17.7  
Payout (%)  -     -     -    
P/E (x) 49.3  59.9  40.9  
P/BV (x) 6.6  10.8  8.6  
EV/EBITDA (x) 54.5  38.0  25.7  
Div. Yield (%) 0.0  0.0  0.0  
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Other takeaways:  
 Growth guidance: HFL expects revenues of Rs20-23b (vs ~Rs10.2b in 9MFY24) in 2-3 years. 

This will be led by organic growth; inorganic growth would be over and above the started 
target. HFL expects EBITDA per kg to stay stable. 

 Crankshaft: PV has high margins & capex over other segments - share of business for SUV 
with a leading domestic customer is 34-35% (for single platform).  Ramp up of supply to 
existing platform and proposed multiple platforms will eye further share of business. 

 Light weight forgings – they are working on other alloys but not only Aluminum. (India uses 
Aluminum castings and not Aluminum forging) Additional investment will be needed only for 
heating treatments, press will remain the same in case opportunity arises for Aluminum light 
weighting components. 

 No plans to enter connecting rods business, given high competitive intensity.  

 Exports forms ~20% (of which 8-9% is deemed exports). Expect exports to be >30% over 2-
3 years (vs ~8%/20% in FY21/9MFY24). Indicated exports margins are 4-5% more than 
domestic supply. 

Exhibit 1: HFL’s product offerings for base business at par with peers  

 
Source- Company, YES Sec 
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Exhibit 2: Diversification underway led by expanding focus on non-auto & exports segments   

 
Source- Company, YES Sec  

 

Exhibit 3: Continued capacity expansion to drive growth 

 

Source- Company, YES Sec 
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Exhibit 4: Global growth opportunities stay high for base business  

  
Source- Company, YES Sec 
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FINANCIALS  
Exhibit 5: Balance Sheet 

Y/E March (Rs mn) FY20 FY21 FY22 FY23 1HFY24 
Equity Share Capital 89 90 179 179 179 

Eq. Share Warrants & App. Money 0 0 0 0 0 

Preference Capital 0 0 0 0 0 

Total Reserves 5,495 6,362 7,697 9,704 10,854 

Net Worth 5,585 6,452 7,876 9,883 11,033 

Minority Interest 0 0 0 0 0 

Total Loans 1,049 1,535 2,404 2,185 2,590 

Deferred Tax Liabilities 210 202 229 230 263 

Capital Employed 6,845 8,188 10,509 12,299 13,886 

       

Gross Block 3,322 5,063 5,839 8,569 9,076 

Less: Accum. Deprn. 569 918 1,293 1,800 2,115 

Net Fixed Assets 2,753 4,145 4,546 6,770 6,962 

Goodwill 10 11 16 15 22 

Capital WIP 1,084 394 2,123 748 1,015 

Total Investments 0 0 4 0 0 

       

Curr. Assets, Loans&Adv. 2,693 3,374 4,256 4,900 5,768 

Inventory 757 1,216 1,840 1,696 2,210 

Account Receivables 1,379 1,658 2,220 3,081 3,230 

Cash and Bank Balance 558 278 15 3 12 

Loans and Advances 0 1 2 3 2 

Other Current Assets 0 222 179 117 313 

Curr. Liability & Prov. 786 576 790 963 1,012 

Account Payables 359 379 442 477 582 

Other Current Liabilities 421 178 321 448 392 

Provisions 6 19 27 38 38 

Net Current Assets 1,907 2,798 3,466 3,937 4,756 

Deferred Tax assets 0 0 0 0 0 

Other Non Current Assets  1,092 840 354 830 1,131 

Appl. of Funds 6,845 8,188 10,509 12,299 13,886 
Source: Company, YES Sec 
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Exhibit 6: Income statement 
Y/E March (Rs mn) FY20 FY21 FY22 FY23 9MFY24 
Total Income from Operations 5,581 5,850 8,600 11,965 10,149 

    Change (%)  4.8 47.0 39.1 13.5 

Raw Materials 2,345 2,573 4,358 5,477 4,851 

Employees Cost 491 490 687 878 849 

Other Expenses 1,176 1,256 1,721 2,168 1,923 

Total Expenditure 4,156 4,262 6,292 8,556 7,245 

% of Sales 74.5 72.9 73.2 71.5 71.4 

EBITDA 1,424 1,587 2,309 3,409 2,904 

    Margin (%) 25.5 27.1 26.8 28.5 28.6 

Depreciation 284 358 377 542 487 

EBIT 1,140 1,230 1,931 2,868 2,417 

Intrest Charges 251 118 72 125 109 

Other Income 68 59 61 57 62 

PBT before share of associate 958 1,171 1,920 2,800 2,369 

Extraordinary Exp 0 0 0 0 0 

PBT after share of associate 958 1,171 1,920 2,800 2,369 

Total Tax 159 306 498 713 597 

    Tax Rate (%) 16.6 26.2 25.9 25.5 25.2 

Minority Interest            -              -              -              -              -   

Reported PAT 799 864 1,423 2,087 1,772 

Adjusted PAT 799 864 1,423 2,087 1,772 

    Change (%)  8.1 64.6 46.7 12.2 

    Margin (%) 14.3 14.8 16.5 17.4 17.5 
Source: Company, YES Sec  
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Exhibit 7: Cash Flow Statement 
Y/E March (Rs mn) FY20 FY21 FY22 FY23 1HFY24 
OP/(Loss) before Tax 965  1,171  1,920  2,800  1,593  

Depreciation 284  358  377  542  317  

Interest & Finance Charges 213  75  64  119  59  

Direct Taxes Paid (249) (339) (431) (638) (402) 

(Inc)/Dec in WC 473  (825) (1,088) (779) (765) 

CF from Operations 1,686  440  843  2,044  801  

Others 1  59  (40) 51  3  

CF from Operating incl EO 1,687  499  803  2,095  804  

(Inc)/Dec in FA (1,010) (917) (1,908) (1,745) (1,011) 

Free Cash Flow 677  (418) (1,105) 350  (207) 

(Pur)/Sale of Investments 305  0  0  0  (3) 

Others (483) 330  252  20  4  

CF from Investments (1,189) (587) (1,657) (1,725) (1,010) 

Buyback of shares 0  0  0  0  0  

Inc/(Dec) in Debt (383) 351  893  (251) 405  

Interest Paid (117) (254) (68) (119) (77) 

Dividend Paid 0  0  0  0  (116) 

Others 0  0  0  0  0  

CF from Fin. Activity (500) 97  825  (370) 212  

Inc/Dec of Cash (2) 8  (29) 0  6  

Opening Balance 22  20  29  0  0  

Bank Balance 537  249  14  3  0  

Closing Balance 558  278  15  3  6  
Source- Company, YES Sec 
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Exhibit 8: Growth and Ratio matrix 
Y/E March FY20 FY21 FY22 FY23 1HFY24 
Basic (INR)      

EPS 17.9 19.3 15.9 23.3 13.3 

Cash EPS 24.2 27.3 20.1 29.4 16.9 

BV/Share 124.8 144.2 88.0 110.4 123.3 

DPS 0.0 0.0 0.0 0.0 1.3 

Payout (%) 5.2 0.0 0.0 0.0 9.8 

Valuation (x)      

P/E 53.3 49.3 59.9 40.9 71.5 

Cash P/E 39.4 34.9 47.4 32.4 56.5 

P/BV 7.6 6.6 10.8 8.6 7.7 

EV/Sales 15.2 14.8 10.2 7.3 13.1 

EV/EBITDA 59.7 54.5 38.0 25.7 45.0 

Dividend Yield (%) 0.0 0.0 0.0 0.0 0.1 

FCF per share 15.1 -9.3 -12.4 3.9 -2.3 

Return Ratios (%)      

RoE 14.3 14.4 19.9 23.5 11.9 

RoCE (post-tax) 14.7 11.6 14.0 17.7 9.0 

RoIC 18.3 12.1 17.1 18.5 9.5 

Working Capital Ratios      

Fixed Asset Turnover (x) 1.7 1.2 1.5 1.4 0.7 

Asset Turnover (x) 0.8 0.7 0.8 1.0 0.5 

Inventory (Days) 49 76 78 52 120 

Debtor (Days) 90 103 94 94 175 

Creditor (Days) 23 24 19 15 32 

Leverage Ratio (x)      

Current Ratio 3.4 5.9 5.4 5.1 5.7 

Interest Cover Ratio 4.6 10.4 27.0 23.0 22.9 

Net Debt/Equity 0.1 0.2 0.3 0.2 0.2 
 Source: Company, YES Sec  
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the 
related documents carefully before investing. 

The information and opinions in this report have been prepared by YSL 
and are subject to change without any notice. The report and 
information contained herein are strictly confidential and meant solely 
for the intended recipient and may not be altered in any way, 
transmitted to, copied or redistributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written 
consent of YSL.  

The information and opinions contained in the research report have 
been compiled or arrived at from sources believed to be reliable and 
have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, 
completeness, authenticity or validity. No information or opinions 
expressed constitute an offer, or an invitation to make an offer, to buy 
or sell any securities or any derivative instruments related to such 
securities. Investments in securities are subject to market risk. The value 
and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. Investors should note that 
each security's price or value may rise or fall and, accordingly, investors 
may even receive amounts which are less than originally invested. The 
investor is advised to take into consideration all risk factors including 
their own financial condition, suitability to risk return profile and the 
like, and take independent professional and/or tax advice before 
investing. Opinions expressed are our current opinions as of the date 
appearing on this report. Investor should understand that statements 
regarding future prospects may not materialize and are of general 
nature which may not be specifically suitable to any particular investor. 
Past performance may not necessarily be an indicator of future 
performance. Actual results may differ materially from those set forth 
in projections. Registration granted by SEBI and certification from NISM 
in no way guarantee performance of the intermediary or provide any 
assurance of returns to investors. 

Technical Analysis reports focus on studying the price movement and 
trading turnover charts of securities or its derivatives, as opposed to 
focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates 
accept no liabilities for any loss or damage of any kind arising out of the 
use of this report. 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 YSL and associates 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 certain category of investors. Persons in whose 
possession this document may come are required to inform themselves 
of and to observe such restriction. 

YES Securities (India) Limited distributes research and engages in other 
approved or allowable activities with respect to U.S. Institutional 
Investors through SEC 15a-6 rules and regulations under an exclusive 
chaperone arrangement with Brasil Plural Securities LLC. The views and 
sentiments expressed in this research report and any findings thereof 
accurately reflect YES Securities (India) Limited analyst’s truthful views 
about the subject securities and or issuers discussed herein. YES 
Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is 
not a member of the Securities Investor Protection Corporation ("SIPC"). 
Brasil Plural Securities LLC is registered as a broker-dealer under the 
Exchange Act and is a member of SIPC. For questions or additional 
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call 
+1 212 388 5600. 

This Research Report is the product of YES Securities (India) Limited. YES 
Securities (India) Limited is the employer of the research analyst(s) who 
has prepared the research report. YES Securities (India) Limited is the 
employer of the YES Securities (India) Limited Representative who is 
responsible for the report, are responsible for the content of the YES 
Securities (India) Limited Research Report; any material conflicts of 
interest of YES Securities (India) Limited in relation to the issuer(s) or 
securities discussed in the YES Securities (India) Limited Research Report. 
This YES Securities (India) Limited Research Report is distributed in the 
United States through Brasil Plural Securities LLC (BPS). The research 
analyst(s) preparing the research report is/are resident outside the United 
States (U.S.) and is/ are not associated persons of any U.S. regulated 
broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the 
regulatory licensing requirements of FINRA or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading 
securities held by a research analyst account. This report is intended for 
distribution by YES Securities (India) Limited only to "Major Institutional 
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and 
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by 
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 
6(a)(2). If the recipient of this report is not a Major Institutional Investor 
as specified above, then it should not act upon this report and return the 
same to the sender. Further, this report may not be copied, duplicated 
and/or transmitted onward to any U.S. person or entity. Transactions in 
securities discussed in this research report should be effected through 
Brasil Plural Securities LLC (BPS) or another U.S. registered broker 
dealer/Entity as informed by YES Securities (India) Limited from time to 
time. 
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DISCLOSURE OF INTEREST 

Name of the Research Analyst : Deep Shah 

The analyst hereby certifies that opinion expressed in this research 
report accurately reflect his or her personal opinion about the subject 
securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion 
expressed in this research report. 

Sr. 
No. Particulars Yes/No 

1 Research Analyst or his/her relative’s or YSL’s 
financial interest in the subject company(ies) No 

2 

Research Analyst or his/her relative or YSL’s 
actual/beneficial ownership of 1% or more 
securities of the subject company(ies) at the end 
of the month immediately preceding the date of 
publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has 
any other material conflict of interest at the time 
of publication of the Research Report 

No 

4 Research Analyst has served as an officer, director 
or employee of the subject company(ies) No 

5 YSL has received any compensation from the 
subject company in the past twelve months No 

6 

YSL has received any compensation for 
investment banking or merchant banking or 
brokerage services from the subject company in 
the past twelve months 

No 

7 

YSL has received any compensation for products 
or services other than investment banking or 
merchant banking or brokerage services from the 
subject company in the past twelve months 

No 

8 
YSL has received any compensation or other 
benefits from the subject company or third party 
in connection with the research report 

No 

9 
YSL has managed or co-managed public offering 
of securities for the subject company in the past 
twelve months 

No 

10 
Research Analyst or YSL has been engaged in 
market making activity for the subject 
company(ies) 

No 

Since YSL and its associates are engaged in various businesses in the 
financial services industry, they may have financial interest or may have 
received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever 
nature from the subject company(ies) in the past twelve months or 
associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose 
securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more 
and/or other material conflict of interest in the securities discussed 
herein. 

 
 

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL 
REPORTS 

Analysts assign ratings to the stocks according to the expected 
upside/downside relative to the current market price and the estimated 
target price. Depending on the expected returns, the recommendations 
are categorized as mentioned below. The performance horizon is 12 to 
18 months unless specified and the target price is defined as the 
analysts’ valuation for a stock. No benchmark is applicable to the ratings 
mentioned in this report. 

 

BUY: Upside greater than 20% over 12 months 

ADD: Upside between 10% to 20% over 12 months 

NEUTRAL: Upside between 0% to 10% over 12 months 

REDUCE: Downside between 0% to -10% over 12 months 

SELL: Downside greater than -10% over 12 months 

NOT RATED / UNDER REVIEW 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ABOUT YES SECURITIES (INDIA) LIMITED 

YES Securities (India) Limited (‘‘YSL’’) is a wholly owned subsidiary of YES 
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI) 
registered Stock broker holding membership of National Stock Exchange 
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange 
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is 
also a SEBI-registered Category I Merchant Banker, Investment Adviser 
and Research Analyst. YSL is also a Sponsor and Investment Manager of 
Alternate Investment Fund - Category III (YSL Alternates) and AMFI 
registered Mutual Fund Distributor. The Company is also a registered 
Depository Participant with CDSL and NSDL. YSL offers, inter alia, 
trading/investment in equity and other financial products along with 
various value added services. We hereby declare that there are no 
disciplinary actions taken against YSL by SEBI/Stock Exchanges. 
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