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Happy Forgings

Expanding opportunities with
diversification

Happy Forgings (HFL) is a Ludhiana-based
company specializing in diversified forging and
machining services. With over four decades of
industry experience, it manufactures and
delivers top-quality, intricate components. It is
ranked as the fourth largest engineering-led
manufacturer in India for complex and safety-
critical, heavy forged, and high-precision
machined components. The company is well
established within the industries and customer
segments it serves, including a) heavy
commercial vehicles (contributing to 41% of
revenues), b) farm equipment (32%), c) off-
highway vehicles (14%) and industrials (13%).
Founded in 1979, HFL’s entire operations are
based out of Ludhiana, Punjab, with three
vertically integrated manufacturing facilities.
HFL is well poised to grow in the coming years,
led by expansion through increased capacities,

Industrials / Exports to be key product diversification, client acquisition, and

growth drivers for HFL

06

Page #17
Enjoys best-in-class returns in
the industry

emerging opportunities in industrials and
exports. We expect 21%/25%/30% CAGR (over
FY24E-26E) in standalone revenues/EBITDA/PAT
and initiate coverage on the stock with a BUY
rating and a TP of ~INR1,125 (based on 26x
FY26E EPS).

07

Page #19
Roadmap for strong growth in
place

08

Page #22
Valuation & view: Initiate
coverage with a BUY rating

09

Page #24
Management profile

10

Page #25-26
SWOT analysis/ Key risks

11

Page #27

Financials and valuations




MoTiLAL OSwWAL

Initiating Coverage | Sector: Auto Ancillary

Happy Forgings

BSE SENSEX

S&P CNX

500 yioss CMP: INR928 TP: INR1,125 (+21%) Buy
Expanding opportunities with diversification
I l Well poised to tap opportunities in growing industrials and exports market
u Happy Forgings (HFL) is a Ludhiana-based company specializing in diversified
HAEEY. FOneiNG:s LNTED forging and machining services. With over four decades of industry experience, it

Stock Info manufactures and delivers top-quality, intricate components. It is ranked as the
Bloomberg HAPPYFOR IN fourth largest engineering-led manufacturer in India for complex and safety-critical,
Equity Shares (m) 94.2 heavy forged, and high-precision machined components. The company is well
M.Cap.(INRb)/(USDb) 87.4/1.1 . . . . . . .
52-Week Range (INR) 1083/ 904 established W|tt3|n the.lndustrles .jmd .customer segments it serves, |nclud|T1g a)
1 6, 12 Rel. Per (%) 4/ heavy commercial vehicles (contributing to 41% of revenues), b) farm equipment
12M Avg Val (INR M) 575 (32%), c) off-highway vehicles (14%) and industrials (13%). Founded in 1979, HFL’s
Free float (%) 21.4 entire operations are based out of Ludhiana, Punjab, with three vertically

Standalone Financials Snapshot (INR b)

Y/E March FY24E FY25E FY26E
Sales 13.7 16.5 20.0
EBITDA 3.9 4.9 6.0
EBITDAmargin% 285 29.5 30.2
Adj. PAT 2.4 3.2 4.1
EPS (INR) 25.6 339 434
EPS growth % 99 324 278
BV/Sh. (INR) 170 199 233
Ratios

ROE (%) 18.6 18.4 20.1
RoCE (%) 171 174 192
RolC 19.6 21.6 235
Valuations

P/E (x) 362 273 214
P/BV (x) 55 47 40
EV/EBITDA () 227 173 138
EV/Sales (x) 6.5 5.1 4.2

Shareholding pattern (%)

As On Dec-23
Promoter 78.6
DIl 5.8
Fll 2.1
Others 13.5

FIl Includes depository receipts

Stock’s performance (one-year)

Happy Forgings
Nifty - Rebased

integrated manufacturing facilities. HFL is well poised to grow in the coming years,
led by expansion through increased capacities, product diversification, client
acquisition, and emerging opportunities in industrials and exports. We expect
21%/25%/30% CAGR (over FY24E-26E) in standalone revenues/EBITDA/PAT and
initiate coverage on the stock with a BUY rating and a TP of “INR1,125 (based on
26x FY26E EPS).

Ability to deliver safety-critical, complex forged and machined

products

B The company embarked on its journey by manufacturing basic forged
components, evolving to produce complex and safety-critical products
with closed tolerances. This transformation involved expanding
capabilities in both light and heavy forging, as well as machining
processes.

B [tis the second company in India to have 14,000 ton forging press and
among four companies to have 8,000 ton or higher press. It is a supplier to
each of the top five Indian OEMs in the M&HCV industry and to four of the
top five Indian OEMs in the farm equipment industry.

®  The addition of the 14,000 ton press line in Q3FY23 has enabled the
company to forge heavier, safety-critical parts, weighing up to 250Kgs,
while also expanding its capabilities across various industries.
Transitioning from solely a forgings player, HFL has now evolved into a
fully machined player, with its machining mix increasing from ~53% in
FY14 to ~84% in 9MFY24.

Well diversified mix to help offset cyclical uncertainty
®  Over the years, HFL has successfully diversified its user industry across
segments and customers. Its exports have now surged to 20% for

1,040 9MFY24 from just 13% in 9MFY23. Additionally, its Industrial segment
960 contribution has increased to 13% for 9MFY24 from just 4% in 9MFY23.
m This diversified customer base has helped HFL reduce cyclicality to its
880 core segments such as CVs and tractors. A case in point is the fact that
800 despite weak demand in CVs (flat YoY) and tractors (-5% YoY) for
T 3 3 3 % 3 9MFY24, HFL has been able to post 13.5% YoY revenue growth, given a
g &8 8 8 8§ 3 strong growth in the Industrials (non-tractor) segment.
March 2024 3
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New orders to drive near-term weakness in core Autos

The major share of revenue for HFL is attributed to CV and Farm Equipment,
constituting ~41% and 32%, respectively, in 9MFY24. While the near-term
demand outlook for both the CV and tractor industry appears subdued, we
believe structural drivers are in place for a recovery in FY25.

It is pertinent to note that HFL has a healthy track-record of outperforming the
core industry growth in the past. This is also highlighted from the fact that HFL’s
revenue growth of 13.5% for YTDFY24, outpacing the significantly slower
industry performance in both CV and tractor sectors for FY24YTD.

These new order wins are expected to help drive its outperformance to its core
focus auto and tractor segments. We expect HFL’s CV/tractor segment revenue
to register a CAGR of ~10%/15% over FY24-26E, well ahead of our forecast for
these segments.

Industrials/exports to be key growth driver for HFL

Following the successful installation of its 14k MT press, HFL experienced a
major influx of new order wins from the Industrial segment, leading to a
substantial increase in the segment’s contribution to revenue, rising to 13% for
YTDFY24 from just 4% in 9MFY23. HFL expects to ramp up the utilization of this
press to 80% in the next three to four years from the current utilization of 40%.
Further, given its relatively low manufacturing costs and favorable government
policies to push localization, India is now emerging as the key beneficiary of this
trend with many domestic vendors seeing renewed interest from global OEMs
for sourcing from them.

Like its peers, HFL is also emerging as one of the beneficiaries of this trend. This
is evident from its ~60% share of exports in the order book. Accordingly, it
expects exports contribution to rise to 25% by FY25 from the current 20% for
YTDFY24.

Roadmap for strong growth in place

We expect an 21% CAGR in standalone revenue over FY24E-26E, led by: i) stable
growth in overall CV and farm equipment volumes, ii) addition of new capacities
and products, iii) healthy order book, and iv) strategic initiatives to grow
businesses such as industrials and exports.

Profitability is likely to improve, led by increasing share of machining, improving
utilization of high weight forgings press (14k tons), better product mix as the
company grows in the industrials and exports division. This should also support
EBITDA CAGR of ~25% over FY24-26, resulting in consistent increase in EBITDA
margin to ~30.2% by FY26 vs 28.5% in FY24. Moreover, PAT is expected to
register a CAGR of ~30%.

Healthy profitability, coupled with improving utilizations, should bode well for
free cash flows and improvement in return ratio. The company has guided for
annualized capex of INR2b over the next few years. We expect aggregate
operating cash flows/free cash flows of INR9.2b/INR3.2b over FY24-26E vs.
INR3.4b/-1.2b over FY21-23.
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ROE and ROCE is expected to expand to 20.1%/19.2% by FY26E from
18.6%/17.1% in FY24E. The company repaid almost INR 1.5b worth of debt out
of total fresh issue of IN4b, and now the debt stands at INR1.39b (vs. INR2.18b
in FY23).

Valuation & view: Initiate coverage with a BUY rating
B On the back of new order wins in Auto segment, we expect HFL to continue to

outperform core auto segments. Further, its healthy order wins in the
Industrials/exports segments would help drive an improved mix. We expect
HFL’s revenue/EBITDA/PAT CAGR of 21%/25%/30% over FY24-26E.

Its superior financial track record relative to peers serves as a testament of its
inherent operational efficiencies and is likely to be a key competitive advantage
for HFL going forward. We initiate coverage on Happy Forgings with a BUY rating
and a TP of INR1,125 (based on 26x FY26E EPS).

Key downside risks: i) Lower-than-anticipated growth in underlying industries,
ii) Faster EV adoption in CVs and tractors, iii) Macro headwinds in developed
markets.
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STORY IN CHARTS

Happy Forgings- Leading forgings and machining company with focus on diversifying its revenue stream

FY24E FY26E FY24-26E
Segments Products Revenue Product Revenue Product Revenue
g (INR m) mix % (INR m) mix % CAGR %
Commercial vehicle & Crankshafts
0:‘ Fr_ontAngComponents 4,925 39 6,014 33 10
<+ Differential case
+»* Suspension
¢ Crankshafts
% Front Axle Components 3,996 32 5,322 29 15
<+ Differential case
<+ Suspension
Off-highwa
€ ‘y % Crankshafts
% Front Axle Components 1822 15 2144 12 3

9,
o

Differential case
Suspension

0,
o

N

Industrials +* Wind Turbine- Planetary carrier, pinion
shaft, Housing

+* Oil & Gas industry- Valve body

«» Transmission parts- Shaft, Crown 1,703 14 3,827 21 50
wheel, Ring gears

++ Railway parts- Bush, Connecting Rod,
Camshaft Piston Pin

Passenger vehicles

——\ % Crankshafts

6?/\{@15;/3 100 1 1,080 6 -
o—
HFL performance over FY24-26E vs FY21-24E HFL’s market share in crankshaft
FY21-24E FY24E-26E

Revenue CAGR % 32.6 21.0 Market share

Gross margin % 55.4 56.0

EBITDA CAGR % 34.9 24.6 45%

EBITDA margin % 27.8 294

Adj. PAT CAGR % 40.8 30.1 30%

cv FES
Source: Company, MOFSL Source: Company, MOFSL
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STORY IN CHARTS

Revenue mix % for industrials continue to expand Share % of exports revenue increasing significantly
CV  FE = OHV wmIndustrials = PV Domestic Exports
2 2 4 114 4 6
17 15 16 16 8 11 12
15 13 21 20 25 26
a4 40 36 12
92 89
88 80 75 74
38 43 44 39 36 33
FY21 FY22 FY23 FY24E FY25E FY26E FY21 FY22 FY23 FY24E FY25E FY26E
Forgings capacity likely to increase to 150k MT by FY26E Revenue to register a CAGR of ~21% over FY24-26E
Capacity (MT in 000s) Revenue (INRm) —O—Growth YoY %
47

19,991

67 81 107 120 130 150
Fy21 FY22 FY23 FY24E  FY25E  FY26E Fy21 Fy22 FY23  FY24E  FY25E  FY26E
PAT expected to register “~30% CAGR over FY24E-26E Improvement in return ratios to continue
Adj PAT (INRm) =—O=—Growth YoY % —O—ROE% —O—ROCE% —O—ROIC%
65 § 24 23
< 22

FY21 FY22 FY23  FY24E  FY25E  FY26E Fy21 ~ FY22  FY23  FY24E  FY25E  FY26E
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Ability to deliver safety-critical forged and machined products

Machining mix has increased to 84% in 9MFY24 from 53% in FY14

The company embarked on its journey by manufacturing basic forged components,
evolving to produce complex and safety-critical products with closed tolerances. This
transformation involved expanding capabilities in both light and heavy forging, as well as
machining processes. It is the second company in India to have 14,000 ton forging press
and among four companies to have 8,000 ton or higher press. It is a supplier to each of the
top five Indian OEMs in the M&HCV industry and to four of the top five Indian OEMs in the
farm equipment industry. The addition of the 14,000 ton press line in Q3FY23 has enabled
the company to forge heavier, safety-critical parts, weighing up to 250Kgs, while also
expanding its capabilities across various industries. Transitioning from solely a forgings
player, HFL has now evolved into a fully machined player, with its machining mix
increasing from ~53% in FY14 to ~84% in 9MFY24. Customer stickiness for HFL is indicated
by the fact that the revenue share generated from customers who have remained with the
company for over ten years accounts for 76%.

m  Ability to manufacture heavy forged components with high precision: Happy
Forgings Limited (HFL) is the fourth largest Indian forging and machining
company with an installed capacity of 120k MT. Given that HFL’s mechanical
forging press lines range in size from 2,500T to 14,000T, it offers a wide range of
solutions in the M&HCV, farm equipment, off-highway construction, and
industrial equipment and machinery for oil and gas, power generation, railways,
and wind turbine industries. It has integrated manufacturing operations coupled
with in-house product and process design capabilities, resulting in a diverse
product portfolio with continuous value addition. It is one of the four firms in
India with an 8,000-ton forging press or higher, and one of the two companies in
India with a 14,000-ton forging press or above. While it could forge products up
to 90kg from existing facilities till FY22, the addition of the 14,000 ton press line
in Q3FY23 has enabled the company to forge heavier, safety-critical parts,
weighing up to 250Kgs, while also expanding its capabilities across various
industries.

m  Shift from being a forging-led business to machined component manufacturer:
HFL, founded in 1979 as a forging company, has over the years evolved into a
manufacturer of value-added machined products. Since the inception of its
machining operations in FY13, the company has shifted its focus toward
developing heavier, high-precision critical products with closed tolerances for
various end-user industries. Its strength in machining and overall value addition
to products has enabled it to establish itself as one of the leading supplier to
sectors such as CV, tractors, off-highways, and industrials. The share of
machining mix in the company’s revenue has increased to ~84% in SMFY24 from
~53% in FY14.

®  Crankshaft- Complex product with high entry barrier: Crankshaft contributes

~47% of the overall revenue for the company. HFL has emerged as a leading
player in the domestic crankshaft manufacturing industry, with the second
largest production capacity for commercial vehicles and high-power industrial
crankshafts in India. It is a supplier to each of the top five Indian OEMs in the
M&HCV industry and to four of the top five Indian OEMs in the farm equipment
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industry. As is a well-known fact, Crankshaft is a safety critical component with
high entry barriers. Crankshaft in these segments are typically made to
withstand greater loads and pressures than those for passenger vehicles and
two-wheelers. This requires potent capabilities to design and manufacture these
complex parts, in turn resulting in lower competition. HFL’s strong market
position in the crankshaft segment is a testament to the company’s
technological prowess.

Long-standing relationships with customers across industries: HFL’s superior
forging and machining capabilities, expertise in design and engineering, diverse
product portfolio and flexibility to meet customers’ varying needs have helped
the company establish long-standing customer relationships. It has about a 30%
market share in the CV segment and 45% share in the tractor segment in Indian
crankshaft industry with strong presence across all key OEMs. Customer
stickiness for HFL is indicated by the fact that the revenue share generated from
customers who have remained with the company for over ten years amounts to
76%.

Exhibit 1: The growth of Happy Forgings has occurred entirely through organic means...

YEAR

YEAR 1979 - 2005

1979

YEAR YEAR YEAR

YEAR 2010 - 2015 YEAR 2020 - 2022 YEAR 2024 - 2025
2008 2017-2018 2023

o _on-ch', jj—o—lf_o _IUo—fLC',_r]Jo

Heavy-duty
Established a hammers
single unit for installed for oil
manufacturing engine and
bieyele erank arms matar parts
production

Initiated installation of
8,000-tonne forging
press and madel
grinding for 4/6
cylinder crankshafts

Eg:gcdii: "E:ct:g;g Commissioned the 5in;r:—1:iti: :Dw HFL achieved a mill Installation ando'
- e c ement
commerdal vehide second s_::: e esfor crankshaftsand Y get“"g;:;i;’sg" the NSE ¢ 300 and 10,000 -
and industrial P the third Tonne Press Lines
segments 8,000-tonne press

Source: Company, MOFSL

Exhibit 2: ...with high focus on heavier, high precision value-added components

Crankshafts

(10 to 210 kgs)

Front Axle Beam (70 to 195 kgs) + Steering

Differential Case Suspension Products

(5 to 40 kgs)

Brake Flange + Suspension Bracket
(5 to 16kgs)

<>

Knuckle (27 to 45 kgs)

Wind Turbine Industry

Planetary Carrier (5 to 45 kgs) - Pinion
Shaft (84 to 200 kgs) + Housing

(35 to 105 kgs) e u

Railways Parts

© & A

Oil & Gas Industry Transmission Parts

Bush + Connecting Rod + Camshaft
Piston Pin

Valve Body (45 - 90 kgs)

s =

Shafts + Crown Wheel - Ring Gears
(5- 95 kgs)

&0

(5 to 40 kgs)

Source: Company, MOFSL
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Exhibit 3: Revenue mix of crankshaft has been increasing...

Happy Forgings

Exhibit 4: ... along with the increase in machining mix

Share % of revenue from crankshaft

47% 47%

45%

42%

FY21 FY22 FY23 9MFY24

- o
Machining mix % in overall revenue 84%
79%

75%
73%

Fy21 FY22 FY23 9MFY24

Source: Company, MOFSL

Exhibit 5: With continuous addition of new clients, revenue
share of top 10 clients has declined over the last 3-4 years...

Source: Company, MOFSL

Exhibit 6: ... while the share of customers with <5 years of
relationship has increased

Revenue share % of top 10 customers

79
75
70
66

Fy21 FY22 FY23 9MFY24

> 10 years > 5 but < 10 years < 5years
7 5 6
13 16 18 19
8
81 79 76 73
Fy21 FY22 FY23 1HFY24

Source: Company, MOFSL

Source: Company, MOFSL
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Well diversified mix helps offset cyclical uncertainty

Ramp-up in Industrial business helps offset slowdown in CV and tractors

Over the years, HFL has done well to diversify its user industry across segments and
customers. Its exports have now ramped up to 20% for 9MFY24 from just 13% in 9MFY23.
Also, its Industrial segment contribution has increased to 13% for 9MFY24 from just 4% in
9MFY23. This diversified customer base has helped HFL reduce cyclicality to its core
segments such as CVs and tractors. A case in point is the fact that despite weak demand in
CVs (flat YoY) and tractors (-5% YoY) for 9MFY24, HFL has been able to post 13.5% YoY
revenue growth, driven by the strong growth in the Industrials (non-tractor) segment.

m Installation of 14k MT press has helped foray into heavier forgings: Over the
last few years, HFL has focused on diversifying its presence in the Industrial
segment by concentrating on sectors including wind turbines, oil and gas, and
power generation. The customer base of the industrials division has increased to
24 in FY23 from 19 in FY21. Given an extremely encouraging traction from these
segments, HFL installed the 14k MT press in 3QFY23. Following the successful
installation of the press, HFL experienced a major influx of new order wins from
the Industrial segment, leading to a substantial increase in the segment’s
contribution to revenue, rising to 13% for YTDFY24 from just 4% in 9MFY23.

®  HFL enjoys healthy exports mix: Over the years, HFL has also ramped its exports
presence in multiple regions, including Brazil, Italy, Japan, Spain, Sweden,
Thailand, Turkey, the UK, and the USA. It has been able to grow its exports
almost 2x over FY20-23. Its exports mix has now increased to 20% for 9MFY24
from just 13% in 9MFY23.

m A well-diversified base will help balance business cyclicality: As highlighted
above, over the years, HFL has done well to diversify its user industry across
segments and customers. Within autos, it supplies to CV OEMs and within the
non-auto segment, it supplies to diverse segments, which include farm
equipment, off-highway vehicles, and industrial machinery and equipment for
oil and gas, power generation, railways, and wind turbine industries. It also has a
well-diversified customer base and serves 66 customers as of 9IMFY24 vis-a-vis
55 customers in FY21. This diversified customer base has helped HFL reduce
cyclicality in its core segments such as CVs and tractors. A case in point is the
fact that despite weak demand in CVs (flat YoY) and tractors (-5% YoY) for
YTDFY24, HFL has been able to post 13.5% revenue growth, driven by the strong
growth in the Industrial (non-tractor) segment.
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Exhibit 7: A well-diversified revenue mix with higher
presence in CVs and tractors

Happy Forgings

Exhibit 8: ...supported by diversified set of customers across
segments

FY24E segment wise revenue mix %

PV
Industrials 1%
14%
cv
OHV 399
14%
FE
32%

cv Farm Equipment Off-highway Industrials
24
19 19 24
4
5 4 4
24
21 21 19
10 13 14 12
Fy21 FY22 FY23 1HFY24

Source: Company, MOFSL

Exhibit 9: Share of revenue from industrials continues to
increase

Source: Company, MOFSL

Exhibit 10: Exports revenue mix too increasing at a faster
pace

Industrials revenue mix %
21

16
14

Fy21 FY22 FY23 FY24E FY25E FY26E

Exports revenue mix %
25 26

20

11 12

Fy21 FY22 FY23 FY24E FY25E FY26E

Source: Company, MOFSL

Source: Company, MOFSL

March 2024

12



MoTiLAL OSwWAL

Happy Forgings

New orders to offset near-term weakness in core Autos

New products in CVs and entry in PVs to drive outperformance in Autos

The major share of revenue for HFL is attributed to CV and Farm Equipment, constituting
~41% and 32%, respectively, in 9MFY24. While the near-term demand outlook for both the
CV and tractor industry appears subdued, we believe structural drivers are in place for a
recovery in FY25. Nevertheless, it is pertinent to note that HFL has a healthy track-record
of outperforming the core industry growth in the past. This is also highlighted from the fact
that HFL’s revenue growth of 13.5% for YTDFY24, outpacing the significantly slower
industry performance in both CV and tractor sectors for FY24YTD. Further, we understand
that HFL has won new orders for new CV products from major CV OEMs and also in the
tractor segment. The management has also indicated that it has won new orders in the PV
segment and this segment is likely to contribute to 5% of revenues by FY25. The full impact
of all these orders is expected to reflect in FY25. These new order wins are expected to
help drive its outperformance to its core auto segments. We expect HFL’s CV/tractor
segment revenue to register a CAGR of ~10%/15% over FY24-26E, well ahead of our
forecast for these segments.

B India CVs: near-term weakness, but long-term drivers are in place: We expect
the domestic CV industry to post flat volume growth in FY24. Also, the outlook
for the next couple of quarter remains subdued, given the upcoming National
Elections as fleet operators refrain from making any fresh purchase decisions
before the budget announcement. However, we expect CV demand revival to
resume post Elections as most of the key demand indicators remain in place
which include: 1) high probability of the current ruling government getting
elected for the 3rd term and driving continued infrastructure push, 2) healthy
fleet operator profitability due to improved pricing discipline and improved
turnaround time 3) favorable trucker sentiment index. Hence, although the CV
industry may still post a single-digit growth for FY25, one has to note that its
more likely due to a weak H1 given that we expect demand to bounce back in
H2 and also in FY26 post new Budget announcements.

m  Tractors- FY25E likely to be a better year in terms of demand: The tractor
segment has seen weak demand in FY24, largely led by: 1) weak monsoon which
has adversely impacted farmer sentiment, kharif crop, and rabi sowing 2) festive
mismatch with Navratri (summer) not falling in this fiscal 3) high base with peak
tractor sales achieved in FY23. We expect tractor demand to revive from FY25
onwards and it is expected to be driven by: 1) expectation of normal monsoon
2) Navratri (summer) falling twice in FY25 3) base correction in FY24 4) favorable
terms of trade for farmers driving positive sentiment. We factor in tractor
industry to post 6% volume CAGR over FY25-26E.

m  New order wins to help drive outperformance over core auto segments: HFL
has had a healthy track record of consistently outperforming both domestic
MHCV and tractor industry growth in the past. This can be highlighted from the
fact that while the CV industry has posted a 2% decline in volume CAGR over
FY19-23 and tractors have delivered a 5% CAGR, HFL has outperformed them,
achieving 7% and 18% revenue CAGR in the respective segments during the
same period.

March 2024
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It has recently won new orders for new CV products like front axle beams from
large CV OEM:s. It has also won orders from the tractor OEMs. Further, by
leveraging the existing capabilities, the company intends to diversify into
lightweight forging and machined components. It has recently won new orders
in the PV segment and this segment’s mix is likely to rise to ~5-6% of overall
revenue by FY25 from almost nil in FY24E. With certain additional investments
in processes, it is exploring manufacturing steering arms, knuckles, suspension
parts, and powertrain components tailored for the EV market.

These new order wins are expected to help drive its outperformance to its core

auto and tractor segments even in the coming years. We expect HFL's
CV/tractor segment revenue to register a CAGR of ~10%/15% over FY24-26E,
well ahead of our industry growth estimate of single-digit growth for both

segments.

Exhibit 11: HFL has outperformed underlying MHCV industry

Exhibit 12: ...as well as tractor industry historically

—O— MHCV industry growth YoY %
=—O— HFL- CV revenue growth YoY %
49 64

39

19

19

-16

(17)
(48)
FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E

—O—Tractor industry growth YoY %
—QO— HFL- Tractors revenue growth YoY %

32 33

31

FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E
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Exhibit 13: MHCV truck volumes are expected to register a
CAGR of ~5% over FY24-26E; to cross its previous peak

Source: TMA, MOFSL

Exhibit 14: ...however, MHCV tonnage has already crossed
its previous peak in FY23
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Exhibit 15: CV volumes have historically seen a healthy growth, following the election year
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Exhibit 16: Domestic tractor volumes have registered ~5%
CAGR over FY19-23; FY24 is likely to witness a decline

Source: SIAM, MOFSL

Exhibit 17: There is a healthy correlation between tractor’s
volume growth and actual rainfall
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Exhibit 18: Revenue from CV segment is expected to witness
~10% CAGR over FY24-26E

Source: Industry, MOFSL

Exhibit 19: Revenue from tractor segment is likely to
register a “15% CAGR over FY24-26E
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Industrials / Exports to be key growth drivers for HFL

Industrials/exports mix was 13%/20% in 9MFY24 vs 2%/9% in 9MFY23

Following the successful installation of its 14k MT press, HFL experienced a major influx of
new order wins from the Industrial segment, leading to a substantial increase in the
segment’s contribution to revenue, rising to 13% for YTDFY24 from just 4% in 9MFY23. HFL
expects to ramp up the utilization of this press to 80% in the next three to four years from
the current utilization rate of 40%. Further, given its relatively low manufacturing costs
and favorable government policies to push localization, India is now emerging as the key
beneficiary of the supply chain derisking strategy by global OEMs. Also, like its peers, HFL
is also emerging as one of the beneficiaries of this trend. This is evident from its ~60%
share of exports in the order book. Accordingly, it expects exports contribution to rise to
~25% by FY25 from the current 20% for 9IMFY24.

m  Addition of 14k MT press opens up huge opportunities for HFL: The addition of
the 14,000 ton press line in Q3FY23 has enabled the company to forge heavier,
safety-critical parts, weighing up to 250Kgs, while also expanding its capabilities
across various industries. Transitioning from solely a forgings player, HFL has
now evolved into a fully machined player, with its machining mix increasing
from ~53% in FY14 to ~84% in 9MFY24. The current utilization of this press is
about 40% and the company plans to ramp it up to 80% in the next 14-18
months on the back of its new order wins. Ramp-up of the 14k MT press is likely
to increase the Industrials mix and help further diversify its revenue mix. We
expect revenue from the industrials segment to register a CAGR of ~50% over
FY24-26.

®  Global supply chain diversification opens up new opportunities for HFL
The global automotive industry has faced multiple supply chain challenges in the
recent past due to Ukraine-Russia crisis, US-China trade war, and the impact of
COVID. With rising inflation in Europe and US-China trade rivalry, global OEMs
are now looking at alternate supply destinations. The demand for ICE
components is increasingly shifting to India as several tier-one suppliers in
developed regions such as Europe and the US have discontinued investing in ICE
due to its current focus on EV transition. Given its relatively low manufacturing
costs and favorable government policies to push localization, India is now
emerging as one of the key beneficiaries of this trend with many domestic
vendors seeing renewed interest from global OEMs for sourcing from them.

®  Already made significant progress in exports market: Like its peers, HFL is also
seeing many export opportunities across segments and has made significant
progress in the exports market, with promising opportunities for cross-selling
products and expanding into new locations of existing customers, considering
their long-standing relationships. Given the favorable trend, HFL's exports have
grown 2x in the last four years and its share of exports in revenue has increased
to 20% in 9MFY24 from ~8% in FY21. Its strong export momentum is expected to
continue going forward, in our view, given that almost 60% of the current order
book is from exports. Given this strong traction, the management has indicated
that its exports contribution is likely to rise to ~25% by FY25.

m  Off-highway — Long-standing relation with key players in the industry: Indian
OHV market is expected to register a CAGR of ~7.8% over FY24-29 due to rapid
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developments in industrialization, urbanization, and increased import-export
opportunities. Also, with new CEV-IV emission standards now completely
adopted by the Indian OHV industry, there are significant opportunities for India
CE manufacturers to enter into developed markets. The company shares long-
standing relations with key players such as Dana India and JCB India. We expect
revenue from the Off-highway segment to register a CAGR of ~8% over FY24-26.

Exhibit 20: Revenue mix of industrials to continue to grow...

Exhibit 21: ...Led by increase in the number of customers
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Exhibit 22: Off-highways revenue to grow at a stable pace...

Source: Company, MOFSL

Exhibit 23: Exports to contribute ~26% of revenue by FY26
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Exhibit 24: Share of UK in exports mix has increased significantly in 1HFY24
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Enjoys best-in-class returns in the industry

Superior margins relative to peers to be competitive advantage for HFL

HFL is a fourth largest forgings player with 30% market share in CVs and 45% in tractors in
Indian crankshaft industry. It has the second largest production capacity for commercial
vehicles and high-power industrial crankshafts in India. It is one of the four companies in
India with an 8,000-ton forging press or higher, and one of the two companies in India with
a 14,000-ton forging press or above. Given its inherent capabilities and strong vintage
spanning four decades, we believe HFL has significant growth opportunities to tap into
multiple sectors / regions in the coming years. Its best-in-class margins, returns, and
healthy leverage ratios serve as a testament to its operational efficiencies relative to
peers. This superior financial strength is likely to be a competitive advantage for HFL in the
coming years.

m  Capability at par with domestic peers: HFL is the fourth largest forgings player
in India with a manufacturing capacity for forgings of 120,000MT and machining
of 51,000MT. It has the second largest production capacity for commercial
vehicles and high-power industrial crankshafts in India. While its exports mix has
grown 2x in the last four years and now accounts for 20% of revenues for
YTDFY24, it still trails its peers significantly (BHFC exports contribution at 59%,
RKFL at 41% and MM at 34%). Similarly, its Industrials mix (ex of tractors) also
lags behind its peers.

m  Opportunity to tap multiple sectors and regions: Given its inherent capabilities
are largely at par with most of its domestic peers, we believe, HFL has significant
growth opportunities to tap multiple sectors / regions in the coming years. A
case in point being its limited presence in North American market, both in autos
and Industrial sectors, where most of its peers have established their presence
over the last few years.

m  Best in class financials highlights operational efficiencies: Its focus on
improving its machining mix over the years has enabled HFL to deliver best in
class EBIDTA margins over the last few years. This is supported by relatively
lower employee and power cost vis-a-vis some of its peers. Also, this is despite
the relatively low scale compared to its top two peers in the industry.

m Likely to see steady margin expansion: With further improvement in product
mix due to increase in industrial and exports businesses, we believe, it can
continue to see steady margin expansion in the coming years. Another key
highlight is that it has recently repaid almost INR 1.5bn worth of debt from IPO
proceeds, post which its leverage ratios are also best in class. As a result, it
enjoys the best return ratios in the forging industry. Its superior financial track
record relative to peers is a testimony of its inherent operational efficiencies
and is likely to be a key competitive advantage for HFL going forward.
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Exhibit 25: Forging and machining capacity of key players (FY23)

Happy Forgings

Forging and Machining

Contribution

#  Company Capacity (MTPA) Range of Tonnage Presses of machined components to revenue
T: 153,100 2,500T to 14,000T

1 Happy Forgings F: 107,000 14000T is Mechanical forge press 79%
M: 46,100
T: 750,126 1,600T to 16,000T

2 Bharat Forge F: 693,750 16000T is Screw forge press 70%
C: 56,376
T: 282,201

3 CIE Automotive F: 214,000 150T to 6,300T NA
C: 38,201
M: 30,000
T: 55,000

4 Craftsman Automation  C: 30,000 200T to 3,200T 78%
M: 25,000

5 Sansera Engineering F: 40,000 — 55,000 630 T to 2,500T NA

6 MM Forgings Limited T: 120,000 1,600T to 8,000T NA

7 RKForging T: 187,100 2,000T to 12,5007 74%

Exhibit 26: EBITDA margin comparison (%)

Source: Company, MOFSL

EBITDA margin comparison FY19 FY20 Fy21 FY22 FY23 FY24E FY25E FY26E
Happy Forgings 27 26 27 27 28 29 30 30
Bharat Forge 20 14 14 19 14 17 18 19
Sona BLW Precision Forgings 28 23 30 27 26 28 29 29
Uno Minda 12 11 11 11 11 11 12 12
CIE India 13 12 8 12 14 16 16 16
Craftsman Automation 24 27 28 24 22 20 21 21
Ramkrishna Forgings 20 17 17 22 22 21 22 23
Sansera Engineering 19 16 19 19 18 17 18 18
MM Forgings 20 18 17 19 19 19 19 18
Endurance Technologies 15 17 16 13 12 13 14 14
Source: Bloomberg, MOFSL
Exhibit 27: ROE % comparison (%)
ROE % comparison FY19 FY20 Fy21 FY22 FY23 FY24E FY25E FY26E
Happy Forgings 29 15 14 20 24 19 18 20
Bharat Forge (Consolidated) 21 7 -2 18 8 16 20 20
Sona BLW Precision Forgings 27 30 17 22 18 21 25 27
Uno Minda 18 9 10 12 17 18 19 19
CIE India 12 2 8 -3 16 16 16
Craftsman Automation 15 12 15 20 22 22 23
Ramkrishna Forgings 15 2 20 21 20 20 17
Sansera Engineering 15 11 13 14 13 15 17 19
MM Forgings 20 10 10 17 21 19 18 NA
Endurance Technologies 21 20 16 12 12 14 17 17

Source: Bloomberg, MOFSL
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Roadmap for strong growth in place

Expect 30% PAT CAGR over FY24-26E, led by 21% revenue CAGR and margin
expansion

m  HFL has a diversified product portfolio catering to both the Auto (~48% of
overall revenue) and non-Auto (~52%) segments. Led by its technical strength in
both forgings and machining, HFL has established itself as one of the leading
player in the industry. It has been in the process of diversifying its revenue
stream from CV/farm equipment to industrials and exports and so far has
proven to be successful.

m Led by the addition of new heavier press line, leveraging its existing customer
relationships and tapping into growing opportunities in Exports and industrial,
the company is well placed to witness its next phase of growth. We expect an
21% CAGR in standalone revenue over FY24E-26E, led by: i) stable growth in
overall CV and farm equipment volumes, ii) addition of new capacities and
products, iii) healthy order book, and iv) strategic initiatives to grow businesses
such as industrials and exports.

m  Profitability is likely to improve, led by increasing share of machining, improving
utilization of high weight forgings press (14k tons), better product mix as the
company grows in the industrials and exports division. This should also support
EBITDA CAGR of ~25% over FY24-26, resulting in consistent increase in EBITDA
margin to ~30.2% by FY26 vs 28.5% in FY24. Moreover, PAT is expected to
register a CAGR of ~30%.

m  Capacity utilization stands at ~87% for machining and ~60% utilization for
forging against the total capacity of ~51k/120k tons. Utilization is expected to
improve as the volumes increase, especially for the heavy weight 14k tons press,
which is currently operating at 40%. The company is in the process of adding
new 6,300k ton press line by 2Q of FY25, post which, the forgings capacity will
increase to ~130k tons.

m Healthy profitability, coupled with improving utilizations, should bode well for
free cash flows and improvement in return ratio. The company has guided for
annualized capex of INR2b over the next few years. We expect aggregate
operating cash flows/free cash flows of INR9.2b/INR3.2b over FY24-26E vs.
INR3.4b/-1.2b over FY21-23.

®  ROE and ROCE is expected to expand to 20.1%/19.2% by FY26E from
18.6%/17.1% in FY24E. The company repaid almost INR 1.5b worth of debt out
of total fresh issue of IN4b, and now the debt stands at INR1.39b (vs. INR2.19b
in FY23). Net cash balance is expected to reach INR3.9b by FY26E vs INR1.08b in
FY24E.
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Exhibit 28: Forgings capacity to increase to 150k MT by FY26E

Happy Forgings

Exhibit 29: Revenue to witness ~21% CAGR over FY24-26E
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Exhibit 30: Gross margin to remain stable over next 2 years

Source: Company, MOFSL

Exhibit 31: EBITDA margin to expand ~170bp over FY24E-26E

Gross margin %
57.0

56.0 56.0

55.9

54.8

53.9

EBITDA (INR m) EBITDA margin %

30.2
29.5

28.5 285

27.1 26.8

1,587
2,309
3,409
3,896
4,877
6,046

Fy21 FY22 FY23 FY24E FY25E FY26E

FY21 FY22 FY23 FY24E FY25E FY26E

Source: Company, MOFSL

Exhibit 32: PAT expected to register a CAGR of 30% over
FY24E-26E

Source: Company, MOFSL

Exhibit 33: FCF/OCF expected to increase over the years
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Exhibit 34: ROIC to improve steadily over next three years

Source: Company, MOFSL

Exhibit 35: Already became net cash after IPO proceeds
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Valuation & view: Initiate coverage with a BUY rating

m  Ability to deliver safety-critical and machined component: HFL’s engineering
capabilities enable it to manufacture complex and safety-critical, heavy forged,
and high precision machined components. Over time, the company has forayed
into products demanding elevated levels of precision, strength, and durability.
This evolution is reflected in its increasing share of machining in overall revenue,
which now stands at ~84% vs ~73% in FY21. It is the second company in India to
operate 14,000-ton forging press and is among the four companies to have
8,000 ton or higher.

m  Key supplier of crankshafts to more complex CV and farm equipment segment:
HFL's major revenue is contributed by crankshafts, i.e., ~47%, wherein it has a
market share of ~45%/35% in CVs and tractors. Crankshafts in these segments
are typically made to withstand greater loads and pressures than those for
passenger vehicles and two-wheelers. This requires potent capabilities to design
and manufacture these complex parts, in turn resulting in lower competition.
HFL’s major revenue is contributed by segments such as CVs/farm equipment
which contribute ~41%/32%. Its presence in these segments ensures higher
realizations and better margin vis-a-vis peers.

m Capitalizing on increasing demand from industrials and exports: Following the
successful installation of its 14k MT press, HFL experienced a major influx of new
order wins from the Industrial segment. The current utilization of this press is
about 40% and it plans to ramp it up to 80% in the next 14-18 months on the
back of its new order wins. On the other hand, HFL has made significant
progress in the exports market as well, with promising opportunities for cross-
selling products and expanding into new locations of existing customers,
considering their long-standing relationships. We expect the share of exports in
overall revenue to increase to 26% by FY26 (vs ~8% in FY21).

® Enjoys best in class returns in the industry: HFL has consistently maintained one
of the highest EBITDA margins among its peers over the past two years,
primarily due to its superior machining mix. With anticipated improvements in
the product mix, we expect its margins to further improve over our forecast
period. Also, post its recent debt repayment, it now enjoys amongst the best
return ratios in the forging industry.

® Initiate coverage with a Buy rating: On the back of new order wins in Auto
segment, we expect HFL to continue to outperform core auto segments.
Further, its healthy order wins in the Industrials/exports segments would help
drive an improved mix. We expect HFL's revenue/EBITDA/PAT CAGR of
21%/25%/30% over FY24-26E. Its superior financial track record relative to peers
serves as a testament of its inherent operational efficiencies and is likely to be a
key competitive advantage for HFL going forward. We initiate coverage on
Happy Forgings with a BUY rating and a TP of INR1,125 (based on 26x FY26E
EPS).
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Management profile

Paritosh Kumar Garg is the Chairman and Managing Director of the Company. He holds a bachelor’s degree in arts
from S.C. Dhawan Government (Evening) College, Ludhiana, Panjab University. He has been associated with the
company since incorporation and has over 44 years of experience in the industrial sector. He is involved in the
strategic decision making of the Company, oversees the Company’s business activities, and is involved in setting up
the governance standards of the Company.

Ashish Garg is the Managing Director of the company. He holds a bachelor’s degree in science (accounting and
finance), and a master’s degree in science (manufacturing systems engineering) from the University of Warwick,
United Kingdom. He has approximately 17 years of experience in the industrial sector. He currently manages the
company’s business operations, financial performance, growth strategies, and investments in different capacities
and product developments.

Megha Garg is a Whole-time Director of the Company. She holds a bachelor’s degree in science (economics) from
the University of Nottingham, United Kingdom. She has approximately eight years of experience in the industrial
sector. She currently handles the online digital marketing of the Company to engage prospects and capture leads.

Narinder Singh Juneja is the Chief Executive Officer and Whole-time Director of the Company. He holds a post
diploma course in mechanical engineering (machine tools operation and maintenance) from Y.M.C.A. Institute of
Engineering, State Board of Technical Education, Haryana. He has over 35 years of experience in the industrial
sector. Prior to joining the company, he served as the assistant engineer with Krishna Forgings.

Pankaj Kumar Goyal is the Chief Financial Officer of the Company. He has been associated with the company since
April 1, 2013. In the company, he handles finance and accounts department. He holds a bachelor’s degree in
commerce from Government College, Malerkotla, Punjab University, and is an associate member of the Institute of
Chartered Accountants of India. He has over 10 years of experience in the finance sector. Before his association with
the company, he has previously served with S.T. Cottex Exports Private Limited.

Patwinder Singh is the Chief Operating Officer of the Company. He has been associated with the company since
August 1, 2016. He has over 22 years of overall experience. He holds a bachelor’s degree in science from Guru Nanak
Dev University, and a master’s degree in business administration from CSM Institute of Graduate Studies

Mangesh Shantaram Purandare is the Chief Marketing Officer of the company. He has over 27 years of experience
in the marketing sector. He has been associated with the Company since December 17, 2019. He holds a bachelor’s
degree in engineering (industrial) and a master’s degree in business administration from University of Pune.

Bindu Garg is the Company Secretary and Compliance Officer of the Company. She has been associated with the
company since November 2, 2021, and was appointed as the Company Secretary since July 12, 2022. She holds a
bachelor’s degree in commerce from Government Bikram College of Commerce, Patiala, Punjab University, and is an
associate and a fellow member of the Institute of Company Secretaries of India. She has over 18 years of experience
in the finance and secretarial sector.
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Bull and Bear cases

Happy Forgings

Bull case

4]

In our Bull case scenario, we factor in a 31% revenue CAGR over FY24-26E (vs
~21% in base case scenario), driven by higher than expected growth in
underlying industries such as CVs and tractors along with the faster ramp up of
order book in industrials vertical.

M We expect the EBITDA margin to expand ~300bp from the current levels to
reach ~31.5% by FY26, led by an improving mix and favorable operating
leverage.

M As aresult, company’s earnings is likely to register 45% CAGR over FY24-26E to
~INR54 per share.

Bear Case

M In our bear case scenario, we assume a revenue CAGR of 11% over FY24-26,
assuming weakness in the underlying industries such as CV, tractors and slower
than expected execution of the order book in industrials.

M We expect the EBITDA margin to contract ~150bp from the current levels to
reach 27% by FY26.

M As a result, company’s earnings is likely to register just 11% CAGR over FY24-26E
to ~INR32 per share.

Exhibit 36: Bulls and Bear cases
Base Bull Bear

INR m FY23  FY24E FY25E  FY26E  FY24E  FY25E  FY26E  FY24E  FY25E  FY26E
Revenue 11,965 13,651 16,544 19,991 13,651 17,909 23,431 13,651 15,179 16,823

Gr (%) 14 21 21 14 31 31 14 11 11
EBITDA 3,409 3,896 4,877 6,046 3,896 5,504 7,380 3,896 4,247 4,550

EBITDA Margin (%) 28.5 28.5 29.5 30.2 28.5 30.7 31.5 28.5 28.0 27.0
Dep+Int-Ol 609 656 586 564 656 586 564 656 586 564
Tax rate (%) 25 26 26 26 26 26 26 26 26 26
PAT 2,087 2,414 3,197 4,084 2,414 3,664 5078 2,414 2,727 2,969
EPS (INR) 23.3 25.6 33.9 43.4 25.6 38.9 53.9 25.6 29.0 31.5

Gr (%) 10 32 28 10 52 39 10 13 9
Dividend 0 3 5 9 3 6 10 3 4 8
Networth 9,883 16,008 18,725 21,992 16,008 19,192 23,452 16,008 18,255 20,408
RoE (%) 21.1 18.6 18.4 20.1 18.6 20.8 23.8 18.6 15.9 15.4
Target PE (x) 26 27 25
TP (FY26E EPS) 1,125 1,455 790
Upside (%) 21 57 -15
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SWOT analysis

O

OPPORTUNITY
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m  Faster EV adoption in CVs and Tractors: Around ~73% of HFL’s revenue is contributed by the tractor and CV
division, where a large part of the revenue accrues from crankshafts, which is not used in EVs. While we expect
the EV adoption to be more back ended vis-a-vis 2Ws/3Ws/PVs, traction in the electrification trend in the
Commercial segment may substantially impact its overall business.

® Lower-than-anticipated growth in underlying industries: CV demand has seen some moderation over the past
few months, and this trend is expected to continue in 4Q and 1Q due to election-related impacts on new orders.
However, the underlying demand indicators remain robust, and we expect a recovery from 2QFY25 onwards.
Tractor growth has also been subdued in FY24, but is likely to improve in FY25. Any delays in the recovery
process may further impact the overall performance of the company.

m  Risk of macro headwinds in developed markets: Considering ~20% of revenues is linked to exports, with
substantial orders in hand for the international segment, any global slowdown stemming from macro headwinds
could hinder the exports business. It derives 49% of its export revenues from UK, 25% from EU and 20% from the
uUsS.
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Financials and valuation

Income Statement (INR m)
Y/E March Fy21 FY22 FY23 FY24E FY25E FY26E
Net Sales 5,850 8,600 11,965 13,651 16,544 19,991

Change (%) 4.7 47.0 39.1 14.1 21.2 20.8
EBITDA 1,587 2,309 3,409 3,896 4,877 6,046

Margin (%) 27.1 26.8 28.5 28.5 29.5 30.2
Depreciation 358 377 542 662 765 870
EBIT 1,230 1,931 2,868 3,234 4,112 5,176
Int. and Finance Charges 118 72 125 134 77 54
Other Income - Rec. 59 61 57 140 256 360
EO Expense/(Income) -0.1 -0.1 - - =
PBT after EO Exp. 1,171 1,920 2,800 3,240 4,291 5,482
Current Tax 316 471 685 826 1,094 1,398
Deferred Tax -10 27 29 - - -

Tax Rate (%) 26.2 25.9 25.5 25.5 25.5 25.5
Reported PAT 864 1,423 2,087 2,414 3,197 4,084
PAT Adj for EO items 864 1,423 2,087 2,414 3,197 4,084

Change (%) 8.0 64.6 46.7 15.7 32.4 27.8

Margin (%) 14.8 16.5 17.4 17.7 19.3 20.4
Adj PAT 864 1,423 2,087 2,414 3,197 4,084

Change % 8 65 47 16 32 28
Balance Sheet (INR m)
Y/E March FY21 FY22 FY23 FY24E FY25E FY26E
Equity Share Capital 90 179 179 188 188 188
Total Reserves 6,362 7,697 9,704 15,819 18,537 21,804
Net Worth 6,452 7,876 9,883 16,008 18,725 21,992
Deferred Liabilities 202 229 230 230 230 230
Total Loans 1,535 2,404 2,185 1,385 1,185 985
Capital Employed 8,188 10,509 12,299 17,623 20,141 23,208
Gross Block 5,066 5,858 8,591 10,591 12,591 14,591
Less: Accum. Deprn. 919 1,296 1,807 2,468 3,234 4,103
Net Fixed Assets 4,147 4,562 6,784 8,123 9,358 10,488
Capital WIP 404 2,123 748 748 748 748
Total Investments 0 4 0 3,500 3,700 4,700
Curr. Assets, Loans&Adv. 4,214 4,610 5,730 6,272 7,584 8,774
Inventory 1,216 1,840 1,696 2,037 2,493 3,012
Account Receivables 1,658 2,220 3,081 3,008 3,626 4,381
Cash and Bank Balance 278 15 3 303 416 182
Loans and Advances 1,062 535 950 924 1,049 1,199
Curr. Liability & Prov. 576 790 963 1,019 1,249 1,501
Creditors 379 442 477 543 680 822
Other Current Liabilities 178 321 448 438 531 642
Provisions 19 27 38 38 38 38
Net Current Assets 3,638 3,821 4,767 5,253 6,336 7,273
Appl. of Funds 8,188 10,509 12,299 17,623 20,141 23,208

E: MOSL Estimates
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Financial Ratios
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Y/E March FY21 FY22 FY23 FY24E FY25E FY26E
Basic (INR)

EPS 19.3 15.9 23.3 25.6 33.9 43.4
Cash EPS 27.3 20.1 29.4 32.7 42.1 52.6
BV/Share 144.2 88.0 110.4 169.9 198.8 233.4
DPS - - - 3.1 5.1 8.7
Payout (%) - - - 12.0 15.0 20.0
Dividend Yield (%) - - - 0.3 0.5 0.9
FCF per share -9.3 -12.4 3.9 9.4 8.6 15.7
Valuation (x)

P/E 48.0 58.4 39.8 36.2 27.3 21.4
Cash P/E 34.0 46.1 31.6 28.4 22.1 17.6
P/BV 6.4 10.5 8.4 5.5 4.7 4.0
EV/Sales 7.3 9.9 7.1 6.5 5.1 4.2
EV/EBITDA 27.0 37.0 25.0 22.7 17.3 13.8
Return Ratios (%)

RoE 14.4 19.9 23.5 18.6 18.4 20.1
RoCE (Post-tax) 134 16.2 19.5 17.1 17.4 19.2
RolC 14.4 18.0 215 19.6 21.6 23.5
Working Capital Ratios

Fixed Asset Turnover (x) 1.2 1.5 14 1.3 1.3 14
Inventory (Days) 62 65 54 50 50 50
Debtor (Days) 95 82 81 81 73 73
Creditor (Days) 37 17 14 14 13 14
Working Capital (Days) 169 152 131 130 120 119
Leverage Ratio (x)

Net Debt/Equity 0.2 0.3 0.2 0.1 -0.2 -0.2
Cash Flow Statement (INR Million)
Y/E March FY21 FY22 FY23 FY24E FY25E FY26E
Operating PBT 1,171 1,921 2,800 3,240 4,291 5,482
Depreciation 358 377 542 662 765 870
Interest/Div paid -118 -72 -125 134 77 54
Direct Taxes Paid -399 -431 -638 -826 -1,094 -1,398
(Inc)/Dec in WC -825 -1,088 -779 -187 -969 -1,172
Other items 312 96 295 -140 -256 -360
CF from Operations 499 803 2,095 2,883 2,814 3,477
EO Expense 0 0 - - -
CF from Operating incl EO 499 803 2,095 2,883 2,814 3,477
(inc)/dec in FA -917 -1,908 -1,745 -2,000 -2,000 -2,000
Free Cash Flow -418 -1,105 350 883 814 1,477
(Pur)/Sale of Investments 288 230 15 -3,500 -200 -1,000
Others 41 21 5 140 256 360
CF from Investments -587 -1,657 -1,725 -5,360 -1,944 -2,640
Issue of Shares - - - 4,003 - -
Inc/(Dec) in Debt 351 895 -251 -800 -200 -200
Interest Paid -254 -68 -119 -134 -77 -54
Dividend Paid - - - -290 -480 -817
Others - -2 - - - -
CF from Fin. Activity 97 825 -370 2,780 -757 -1,071
Inc/Dec of Cash 8 -29 -0 303 113 -234
Add: Beginning Balance 20 29 0 0 303 416
Closing Balance 29 0 0 303 416 182

E: MOFSL Estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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