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Venturing into Train control systems....

Quadrant Future Tek Ltd. (QFTL) manufactures specialty cables for railway rolling
stock and the naval (defence) industry, focusing on Electron Beam Irradiated Cables
for high-performance, fire safety, and lightweight applications. Founded in 2015
and headquartered in Mohali, Punjab, QFTL recently expanded to develop Automat-
ic Train Protection System using RFID technology to prevent train collisions, under
the RDSO's Kavach project.

*

In CY24, the domestic specialty cables market was valued at USD 589mn, and
is projected to grow at s CAGR of 9.8% (CY24E-CY30). The Indian Train Con-
trol System market, valued at USD 208mn in CY24, is expected to grow at a
CAGR of 12.7% (CY24E-CY30E).

QFTL’s revenue grew from 104.3cr in FY22 to ¥151.8cr in FY24 (CAGR
20.6%), while PAT rose from ¥1.9cr to ¥14.7cr (CAGR 175%).

QFTL has an EBITDA margin of 24.1% and PAT Margin of 9.7%, and the RoE
of 33.4%,in FY24 indicating strong financial stability.

It has one manufacturing facility situated in Basma (Mohali, Punjab) and caters
to Specialty Cables Division and Train Control & Signalling Division. As of
March 31, 2024, Speciality Cable division had an installed capacity of 1,887.60
metric tonnes, utilized at 49.42%.

On 1st May, 2024, the company signed a MoU with RailTel Corporation, mak-
ing it eligible to supply and implement KAVACH equipment as an OEM for Rail-
Tel's projects in India and abroad.

The company received a purchase order on December 12, 2024, from Chit-
taranjan Locomotive Works (CLW) for the supply and installation of On-board
Kavach equipment for 1,200 locomotives, valued at Rs 978.6cr to be delivered
with in one year.

After the warranty period, QFTL will receive an annual maintenance charge of
3% of the total capital cost of Onboard Kavach equipment for 11 years.

At the upper price band of Rs.290,QFTL is available at a P/E of 78.8x (FY24),
which appears expensive compared to peers. However, company’s entry into
Train Control Systems, and government support for railway modernization are
positives. Despite concerns over negative PAT and limited experience in Train
Control Systems, we recommend subscribe on a short term basis for high risk
investors.

Purpose of IPO

The IPO includes only fresh issue of 3290cr. Proceeds from fresh issue will fund long-
term working capital requirements for Specialty cable division (3149.7cr), capital ex-
penditure(324.4cr), repayment of loans (3 23.6¢r) and cover general corporate purpos-

€es.

Key Risks

A significant portion of the revenue comes from Indian railways (47% in FY24).

Small company entering into Train Control Systems, and has limited experience.

Peer Valuation

Company

MCap(% cr) Sales (% cr) EBITDA(%) PAT (%) EPS()

Quadrant future tek Limited 1,160 152 24.12 9.7 3.7

KERNEX MICROSYSTEMS (I) LTD 2,318 19.6 -101.5 -134.8 -16.6
HBL ENGINEERING LTD 17,311 2,233.4 18.8 12.6 10.8
APAR INDUSTRIES LTD 43,987 16,153 9.4 5.1 209.5

Source: Geojit Research, Bloomberg; Valuations of QFTL are based on upper end of the price band (post issue), Financials as per FY24 consolidated.

Issue Details

January 07 , 2025
January 09, 2025

Date of opening
Date of closing

Total No. of shares offered (cr.) 1.00
Post Issue No. of shares (cr) 4.0
Face Value 310
Bid Lot 50 Shares
Minimum application for retail

(upper price band for 1 lot) RSy
Maximum application for retail

(upper price band for 13 lot) ¥1:88,500
Listing BSE,NSE

Lead Managers Sundae Capital Advisors

Registrar Link Intime India Private Ltd
Issue size (upper price) Rs.cr

Fresh Issue 290.0

OFS -

Total Issue 290.0

Shareholding (%) Pre-Issue Post Issue

Promoter & Promo. Group. 93.3 70
Public Selling 6.7 30
Total 100.0 100.0
Issue structure Allocation (%) Size Rs.cr
Retail 10 29.0
Non-Institutional 15 43.5
QIB 75 217.5
Total 100 290.0
Y.E March (Rs cr) Consol. FY23 FY24 6MFY25
Sales 152.8 151.8 65.1
Growth YoY(%) 46.6 -0.7 -
EBITDA 26.4 36.6 0.8
Margin(%) 17.3 241 1.3
PAT Adj. 13.9 14.7 -121
Growth (%) 616 5.8 -
EPS 3.5 3.7 -3.0
P/E (x) 83.4 78.8 -95.8
EV/EBITDA (x) 46.7 339 1,536
P/BV(x) 39.4 26.3 3.6
RoE (%) P/E(x) EV/EBITDA P/BV Mcap/sales CMP(3)
33.4 78.8 33.9 26.3 7.6 290
28 -43.7 11.4 1183 726
25.9 56.4 295 14.1 7.8 611
27 47.9 18.3 10.4 2.7 10,031
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About the company

Quadrant is a research oriented company, engaged in developing new generation Train Control and Signalling Systems under KAVACH project of the
Indian Railways that offers the highest level of safety and reliability to rail passengers and also possess a speciality cable manufacturing facility with
Electron Beam Irradiation Centre. The speciality cables manufactured by the Company is used in Railways rolling stock and Naval (Defence) industry.
The facility also possess end to end infrastructure capabilities for production of Solar & EV Cables. Further, the Company has received a purchase
order on November 18, 2024 from Chittaranjan Locomotive Works for supply, installation, testing and commissioning of On-board Kavach equip-
ment in 1,200 locomotives for an aggregate value of ¥ 9,786.06 million (including tax).

The Company has one facility for manufacturing, testing, researching, and developing specialty cables and also to manufacture the hardware re-
quired for Train Control & Signalling Division, which is situated at Village Basma Tehsil Banur, Distt Mohali. The Company do not have any subsidi-

ary.
Strategies

e To continue focus on new products through constant research and development.
e Make in India and focus on indigenization.

e Expansion of business to other areas of Automatic Train Protection and railway safety. Continue to grow share of their business from non-
promoter group companies.

e  Expansion of cable business in new sectors.

Strengths
e The Company is engaged in the innovation and technological development of Automatic Train Protection Systems.

e  Entered an exclusive Memorandum of Understanding with RailTel to pursue KAVACH opportunities in Indian Railways and other countries’ rail-
ways.

e In-house design and product development capabilities powering our Rail Signalling Products & Solutions.

e Advanced cable manufacturing technology that meets strict standards for Railways, Naval Defence, Renewable Energy, and Electric Vehicle
sectors.

Industry Outlook

The company caters to two different industries, namely (i) Indian Specialty Cables Industry with niche technology for manufacture of Speciality ca-
bles which has application in various industries including Railways, Naval Defence, Solar power & Electric Vehicle; and (i) Train Control and Signal-
ling System under Railways Industry towards Automatic Train Protection (ATP) and Automatic Train Operations (ATO) systems including KAVACH
and growing demand in related technologies and development of new systems to enable safety and capacity augmentation in railways.

Promoter and promoter group

The Promoters of the company are Mohit Vohra, Amit Dhawan, Amrit Singh Randhawa, Rupinder Singh, Vishesh Abrol, Vivek Abrol, Aikjot Singh
and Rajbir Singh Randhawa.

Brief Biographies of directors

e  Satish Gupta is the Independent Chairman of the company. He has an experience of about 29 years in various industries at corporate func-
tions. He had previously worked with Yamaha Motor India, Moser Baer India Limited and super annuated from Tata Power Solar Systems Lim-
ited as Chief Financial Officer.

e Mohit Vohra is the Managing Director of the company. has an experience of over 26 years and has previously worked with multinational corpo-
rations like Thermax Limited, Pouyet Communication India Private Limited and Tyco Electronics Corporation India Private Limited before ventur-
ing with his own venture under MV Electrosystems Limited in 2009.

e Pramod Jain is an Independent Director of the company.

e  Girish Buttan is an Independent Director

o  Kanika Bhutani is an Independent Director of the company.

e  Amit Dhawan is a Whole-time Director of the company

e Amrit Singh Randhawa is a Whole-time Director of the company
e Rupinder Singh is a Whole-time Director of the company

e Vishesh Abrol is a Whole-time Director of the company

e  Vivek Abrol is a Whole-time Director of the company

e Aikjot Singh is a Non Executive Director of the company.

e Rajbir Singh Randhawa is a Non Executive Director
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CONSOLIDATED FINANCIALS

PROFIT & LOSS BALANCE SHEET
Sales 152.8 151.8 65.1 Cash 0.5 0.7 0.9
% change 46.6% -0.7% 599 Accounts Receivable 23.3 32 232
EBITDA 26.4 36.6 0.8 [nventories 18.7 20.4 37.3
% change 179% 39% _ Other Cur. Assets 5.0 6.1 8.4
Depreciation 37 10.3 96 Investments - - ;
EBIT 22.7 26.3 8.7 Deff. Tax Assets 0.3 - 0.3
Interest 2.9 4.5 3.8 NetFixed Assets 20.9 28 27.7
Other Income 0.1 0.1 . Cwip - R .
Exceptional items _ R _Intangible Assets 48.5 52.6 47.2
PBT 19.9 21.9 125 Other Assets 1.7 2.9 4.7
% change 576% 10% _ Total Assets 119 143 150
Tax 6 79 0.4 Current Liabilities 8.3 9.6 10.4
Tax Rate (%) 30% 33% 3y,  Provisions 0.6 1.1 2.1
Reported PAT 13.9 147 -12.4  DebtFunds 74 81.6 98
Adj ) _ _ Other Fin. Labilities 1.0 1.8 2.3
Adj. PAT 13.9 14.7 12,1 Deferred Tax liability 5.6 4.5 2.8
% change 616% 5.8% _ Equity Capital 10 10 30
Post issue No. of 4 4 4 Reserves & Surplus 19.4 34.1 4.2
shares (cr) Shareholder’s Fund 20.4 44.1 342
adiERelEs) 35 37 3 Total Liabilities 119 143 150
% change 616% 5.8% " BVPS (Rs) 4 ) o1
CASH FLOW RATIOS
PBT Adj. 19.9 21.92 -12.50 Profitab. & Return
Nop-operating & non cash 6.6 147 15.4 EBITDA margin (%) 17.3 24.1 1.3
chijz;\nges in W.C 4.9 10.2 -10.8 22 mEE EY) 14.9 17.3 134
C.F.Operating 30 19 -10 Net profit mgn. (%) 9.1 9.7 -18.6
Capital expenditure -20 -21.6 -3 igEE(tf")A)) 417:’ ?2: jz:
Change in investment - - -
Sale of investment - 0.1 - 406 & LBy
Other invest.CF 0.0 0.1 - Receivables (days) 60 67 65
C.F - investing -20 21.4 2.9 Inventory (days) 71 81 164
Issue of equity i i i Payables (days) 15 16 24
Issue/repay debt -6.7 7.6 16 Current ratio (x) 54 55 <8
Dividends paid i i i Quick ratio (x) 29 3.4 2.3
Other finance.CF -3.0 -4.5 -3.7 Turnover & Levg.
C.F - Financing 9.7 3.1 12.7 Net asset .0 (x) 76 6.2 24
Change. in cash 0.4 03 0.2 Total asset T.0 (x) 13 1:2 0.9
Opening Cash 03 0.5 0.71 Int. covge. ratio (x) 7.8 5.9 -2.3
Closing cash 0.6 0.8 0.9 Adj. debt/equity (x) 25 1.85 29
Valuation ratios
EV/Sales (x) 8.1 8.2 19.3
EV/EBITDA (x) 46.7 33.9 1536
P/E (x) 83.4 78.8 -95.8
P/BV (x) 394 26.3 3.6
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DISCLAIMER & DISCLOSURES

Certification

I, Mithun T Joseph, author of this Report, hereby certify that all the views expressed in this research report reflect the personal
views about any or all of the subject issuer or securities. This report has been prepared by the Research Team of Geaojit Financial
Services Limited, hereinafter referred to as Geojit.

For General disclosures and disclaimer: Please Visit : https://www.geojit.com/research-disclosures#fundamental-research
Regulatory Disclosures:

Group companies of Geaoijit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit
Credits Private Limited (NBFC), Geojit Investment Limited (financial Services Company ( yet to start operations)), Geojit Techloan
Private Ltd( P2P lending (yet to start operations)), Geojit IFSC Ltd ( a company incorporated under IFSC Regulations( yet to start
operations)), Qurum Business Group Geojit Securities LLC ( a joint venture in Oman engaged in Financial Services ), Barjeel Geojit
Financial Services LLC (a joint venture in UAE engaged in Financial Services), Aloula Geojit Capital Company (a joint venture in Saudi
Arabia (Under Liquidation)) and BBK Geoijit Securities Co. K.S.C.C (a subsidiary in Kuwait-engaged in Financial services ). In the con-
text of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the
course of the business as a stock market intermediary, we issue research reports /research analysis etc. that are prepared by the
Research Analysts. We also affirm and undertake that no disciplinary action has been taken against us or the Analysts in connection
with the business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be con-
sidered by the reader before making an investment decision:

1. Disclosures regarding Ownership:
Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein, at the
time of publication of the research report

It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein. at the
end of the month immediately preceding the date of publication of the research report.

Further, the Analyst confirms that:(i) He, his associates and his relatives have no financial interest in the subject company (ies) cov-
ered herein, and they have no other material conflict in the subject company, at the time of publication of the research report (ii) He,
his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered, at the end of the
month immediately preceding the date of publication of the research report

2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securi-
ties for the subject company (c) Have not received any compensation for investment banking or merchant banking or brokerage
services from the subject company. (d) Have not received any compensation for products or services other than investment banking
or merchant banking or brokerage services from the subject company (e) Have not received any compensation or other benefits
from the subject company or third party in connection with the research report (f) The subject company is / was not a client during
twelve months preceding the date of distribution of the research report.

3. Disclosure by Geaoijit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any
specific brokerage services or transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:
It is affirmed that I, Mithun T Joseph, Research Analyst (s) of Geojit have not served as an officer, director or employee of the sub-

ject company
5. Disclosure regarding Market Making activity: MITHUN T JOSEPH Joserr "

Date: 2025.01.06 23:41:28 +05'30'
Neither Geojit/its Analysts have engaged in market making activities for the subject company.

6. “Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance
of the intermediary or provide any assurance of returns to investors.”

7. Standard Warning: “Investment in securities market are subject to market risks. Read all the related docu-
ments carefully before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by
the Securities and Exchange Board of India before investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-
2901000, Website: www.geojit.com. For investor queries: customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit
Financial Services Limited, 34/659 P, Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901367; Email: compli-
ance@geojit.com. For grievances: Grievance Officer: Mr Nitin K; Address: Geojit Financial Services Limited,34/659 P, Civil Lane
Road, Padivattom, Kochi - 682024; Phone: +91 484-2901363; Email: grievances@geojit.com. Corporate Identity Number:
L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: INH200000345, Invest-
ment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN
Regn.Nos:0098, IRDA Corporate Agent (Composite) No.: CA0226.
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