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Bharat Forge Ltd

Defence ramp-up to be healthy in rest of FY24E

Valuation and View - Overall outlook steady to positive

Bharat Forge (BHFC) 2QFY24 results were ahead of our/street estimates by 4-9% on
EBITDA. This was led by better-than-expected volumes which came in at 70.3k tons
(+2% QoQ, 19 quarter high) and ASP at ~Rs320k (est Rs310k, +5% YoY/ ~2% QoQ).
The positive highlight of the quarters was, 1) continued traction in the defence
business with cumulative order book at ~Rs30b (v/s Rs22-23b in 1QFY24), 2) The
overseas subs performance led by EU were stable (due to seasonality) with margins
at ~3.5% in 2Q (v/s 4.4% in 1Q) while US subs reported loss of Rs260m (v/s Rs350m
QoQ) as utilization improved to ~50% (expect break even at 70-75%). The
management has hinted towards sustenance of healthy demand momentum across
segments going forward led by industrial (dlomestic) and PV (auto exports).

With diverse presence, BHFC is better placed than its previous cycles to benefit from
i) steady orders and ramp up in domestic/exports PVs and CVs and ii) healthy outlook
for industrials (with strong wins in segments like Aerospace, defense, mining,
agriculture). We cut FY24 EPS by 3.7% while revise FY25/26 EPS by ~2% to factor in
for higher shipment and faster defence ramp-up. We reiterate BUY as one of our
preferred bet among ancs with revised TP of Rs1,295 (v/s Rs1,267 earlier) based on
27x to Mar’'26 EPS. BHFC trades at 25.3x/22.5x of FY24/25 consol EPS (v/s 41x 10
year LPA), do not fully reflect execution in industrial segment led by defence.

Result Highlights - Healthy volumes drive EBITDA margins beat at 27.1%
(est 26%)

=  SA Revenues grew 20.7% YoY (+5.7% QoQ) at ~Rs22.5b (est Rs21.5b) as tonnage
grew 15%/4% YoY/QoQ at ~70.3k tons (19qtr high) while ASP grew 4.9%/1.9%
YoY/QoQ at Rs319.9k/ton.

= Gross margins expanded 110bp YoY (+100bp QoQ) at 56.7% (est 55.1%). This
resulted EBITDA at ~Rs6.1b (+34.7% YoY, +7% QoQ, est Rs5.6b, consRs5.9b).
Consequently, EBITDA margins came in at 27.1% (+280bp YoY and +30bp QoQ,
est 26%).

=  Healthy operating performance resulted Adj.PAT at ~Rs3.5b (+30% YoY, +12%
QoQ, est Rs3.1b, cons Rs3.4b).

= Overseas subs performance - Europe operations EBITDA at 3.5% (v/s 4.5% QoQ)
whereas overall EBITDA margins for overseas subs came in at 0.7% (v/s 1.2%

QoQ).
= 1HFY24 performance - Revenue/EBITA/PAT grew 20.8%/29.3%/28.5%.

Exhibit 1: Actual vs estimates

Rs mn Actual Remarks

Sales 22,494 21,460 22,173 4.8 1.4 Better than
expected

EBITDA 6095 5566 5,871 9.5 38 tonnage

EBITDA drive beat at

margins % 27.1 259 26.5 120bp 60bp EBITDA.to

; our
ﬁ/‘_j\JT“Sted 3494 3117 3,458 12.1 10  estimates.

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 2: Quarterly snapshot - Standalone

Q2FY24 | Q2FY23 YoYchg  QIFY24  HI1FY24  H1FY23  YoYchg
Net Revenues | 22494 18639 20.7 21,273 43,767 36,233 20.8
Raw Materials ! 9,744 | 8,281 17.7 9,420 19,164 15,554 23.2
% of Net Sales L 433% | 444% 44.3% 43.8% 42.9%

Personnel 1,506 | 1,351 115 1,494 3,000 2,708 10.8
% of Net Sales L eT% 72% 7.0% 6.9% 7.5%
Manufacturing & Other Exp 5,148 4,481 14.9 4,651 9,800 8,845 10.8
% of Net Sales L 229% 1 24.0% 21.9% 22.4% 24.4%

Total Expenditure L 16399 0 14113 162 15,565 31,964 27,107 17.9
EBITDA L 6095 4526 34.7 5,708 11,803 9,126 29.3
EBITDA Margin (%) 27.1% 24.3% 26.8% 27.0% 25.2%

Depreciation 1128 1066 5.9 1,089 2,217 2,130 41
EBIT L4967 3,460 435 4,619 9,586 6,996 37.0
Interest Expenses i 726 | 357 103.2 705 1,431 621 130.6
Non-operating income 424 477 (11.2) 472 896 737 21.6
Extraordinary Exp (inc) / Forex loss (gain) (30) | ) (221) (251) (282)

PBT L 4635 | 3,578 29.5 4,165 8,800 6,830 28.8
Tax-Total 1,156 | 897 28.8 1,050 2,206 1,713 28.8
Tax Rate (%) - Total L 249% 1 251% 25.2% 25.1% 25.1%

Reported PAT 3,478 2,681 29.7 3,115 6,593 5,118 28.8
Adj. PAT 3,494 2,686 30.1 3,115 6,609 5,145 28.5
PAT Margin L 155% | 144% 164%  151%  14.2%

Key Operating Metrics i i

Volume (MT) L 70316 | 61,149 15.0 67,780 138,096 119,064 16.0
Realisation / ton (Rs) ! 319,897 | 304,818 49 313851 316,930 304,317 41
Gross Profit / ton (Rs) | 181322 | 169,387 70 174880 178,160 173,684 2.6
Staff Cost / ton (Rs) | 214231 22098 (3.1) 22,224 21,725 22,743 (4.5)
Other Mfg cost / ton (Rs) 73219 73275 (0.1) 75,958 70,964 74,291 (4.5)
EBITDA / ton (Rs) | 86680 | 74014 171 89,923 85,470 76,651 115
Adi. Profit / ton (Rs) © 49687 © 43919 13.1 51,546 47,857 43212 10.7

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Bharat Forge Ltd (BHFC)

KEY CON-CALL HIGHLIGHTS

Outlook -

o US CV expected to be flat as Class 8 volumes are expected at 300-310k units
whereas industrial segment is likely to be flat,

o Indian - Industrial vertical growth to be positive while CV should be positive for
FY25E.

New order wins in 1HFY24 - Standalone business won an order worth Rs7.4b in 1H (Rs5b
in 2QFY24) across various segments including Rs3b from EV (for global OEMs (non 2W/3W)
components and sub-systems).

Defence - Order pipeline is healthy with cumulative Rs30b (v/s Rs22-23b in 1QFY24) of
orders largely for exports to be executed over 24 months. KSSL secured orders worth Rs11b
in 2QFY24.

o Defence business revenues in S/A is ~Rs2b in addition to ~Rs3b in KSSL.
Improvement in overseas subs performance -

o The European operations have posted EBITDA of Rs353m (v/s Rs 507m in
1QFY24) led by seasonality (holiday season) with margins of 3.5% in 2Q (v/s 4.4%
in 1Q) vs loss of Rs141m in 4QFY23. The goal is to take aluminum business EBITDA
margins to mid-teens (by FY25).

o US operations performance - EBITDA loss of Rs260m and expect to improve the
same in subsequent quarters. Should achieve break even at 70-75% utilization
adjusting for revised pricing. Expect US phase 2 expansion to come by 2025.

o Indian operations performance - target EBITDA margins of 25% (by end of FY25E)
for defence and industrial vertical.

o  Capacity utilization - Alu forging at ~50% for US and ~70% for Europe
ISML consolidation is done from 2QFY24 and the co is PAT positive.

JSA performance - new business wins of Rs550m in 2QFY24, revenues grew 28% while
EBITDA grew 13% (which is including one-offs of Rs20m acquisition cost).

Capex spends at Rs1.7b in 1H for S/A business.

Gross margins expansion was led by product mix and cost control initiatives while soft RM
contribution was not much.

CV segment outlook - decline in domestic revenues QoQ is-in-line with de-stocking
underway. Have been gaining market share led by new programs wins. The revenue growth
momentum to continue.

PV segment outlook - expects the business growth to continue led by exports plus by
domestic PV OEMs.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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S/A ASPs grew 1.9% QoQ at ~Rs319.9k/ton
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Exhibit 5: GM expanded by ~100bps QoQ at 56.7%
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Bharat Forge Ltd (BHFC)

FINANCIALS

Exhibit 7: Balance Sheet- Consolidated

Y/E March

Equity Share Capital
Total Reserves

Net Worth

Minority Interest
Deferred Liabilities
Total Loans

Capital Employed
Gross Block

Less: Accum. Deprn.
Net Fixed Assets
Capital WIP

Total Investments

Curr. Assets, Loans&Adv.

Inventory

Account Receivables
Cash and Bank Balance
Loans and Advances
Curr. Liability & Prov.
Creditors

Other Current Liabilities
Provisions

Net Current Assets

Appl. of Funds

FY21
931
53,220
54,151
317
1,445
52,711
108,624
76,753
29,256
47,497
9,001
26,070
48,309
17,939
14,197
4,729
11,444
22,254
12,068
7,180
3,006
26,056
108,624

FY22
931
64,775
65,707
561
1,718
59,716
127,702
81,923
33,226
48,697
11,248
26,040
68,933
27,105
21,736
6,030
14,062
27,216
16,314
8,226
2,677
41,717
127,702

FY23
931
66,124
67,055
361
1,718
73,132
142,266
97,124
40,582
56,542
6,964
25,691
94,017
31,263
30,988
10,395
21,372
40,948
21,513
17,121
2,313
53,070
142,266

FY24E
931
79,376
80,308
397
1,718
71,132
153,555
104,588
48,825
55,763
4,000
27,691
109,705
36,724
35,317
9,826
27,838
43,604
20,775
20,112
2,717
66,101
153,555

FY25E FY26E
931 931
97419 117,886
98,350 118,817
436 480
1,718 1,718
69,132 67,132
169,637 188,148
111,088 117,588
57,724 67,215
53,364 50,373
4,000 4,000
29,691 31,691
129,691 153,271
44,890 48,775
40,401 43,898
14,324 27,919
30,076 32,679
47,110 51,187
22,445 24,388
21,729 23,610
2,936 3,190
82,581 102,084
169,637 188,148

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 8: Income statement- Consolidated

Y/E March FY21 FY22 FY23 FY24E FY25E FY26E
Net Sales 63,363 104,611 129,103 151,656 163,849 178,030

Change (%) (21.3) 65.1 234 17.5 8.0 8.7
EBITDA 8,617 20,159 17,945 29,490 34,464 38,238

Margin (%) 13.6 19.3 13.9 19.4 21.0 215
Depreciation 6,122 7,303 7,356 8,243 8,898 9,491
EBIT 2,496 12,856 10,589 21,247 25,566 28,747
Int. and Finance Charges 1,077 1,604 2,986 3,092 1,199 1,122
Other Income - Rec. 1,689 1,959 1,729 1,915 2,110 2,087
PBT bef. EO Exp. 3,107 13,211 9,332 20,070 26,477 29,711
EO Expense/(Income) 3,062 (924) 458 (20) - -
PBT after EO Exp. 45 14,135 8,874 20,091 26,477 29,711
Current Tax 1,015 3,035 3,186 5,023 6,619 7,428
Deferred Tax - - - - - -

Tax Rate (%) 2,246 21 36 25 25 25
Reported PAT (970) 11,101 5,688 15,068 19,858 22,283
PAT Adj for EO items 2,415 10,375 5,982 15,053 19,858 22,283

Change (%) (46.7) 329.6 (42.3) 151.6 31.9 12.2

Margin (%) 3.8 9.9 4.6 9.9 121 12.5
Less: Minority Interest 297 283 (47) (47) (47) (47)
Net Profit 2,118 10,092 6,029 15,100 19,905 22,330

Source: Company, YES Sec

Exhibit 9: Cash Flow Statement- Consolidated

Y/E March FY21 FY22 FY23 FY24E FY25E FY26E
Operating PBT 45 14,135 8,604 21,247 25,566 28,747
Depreciation 6,122 7,303 7,356 8,243 8,898 9,491
Other income 4,193 (1,510) 1,979 1,998 2,196 2,177
Direct Taxes Paid (934) (3,525) (4,172) (5,023) (6,619) (7,428)
(Inc)/Dec in WC 3,837 (12,269) (363) (13,601) (11,983) (5,907)
CF from Operations 13,262 4,134 13,403 12,865 18,059 27,080
CF from Operating incl EO 10,200 5,058 12,945 12,885 18,059 27,080
(inc)/dec in FA (8,905) (9,646) (9,699) (4,500) (6,500) (6,500)
Free Cash Flow 1,295 (4,588) 3,246 8,385 11,559 20,580
(Pur)/Sale of Investments (6,205) 2,746 (7,015) (2,000) (2,000) (2,000)
CF from Investments (15,111) (6,901) (16,713) (6,500) (8,500) (8,500)
Inc/(Dec) in Debt 6,543 6,517 8,443 (2,000) (2,000) (2,000)
Interest Paid (760) (1,444) (2,387) (3,092) (1,299) (1,122)
Dividend Paid = (1,642) (3,253) (1,863) (1,863) (1,863)
CF from Fin. Activity 5,783 3,102 2,803 (6,954) (5,061) (4,985)
Inc/Dec of Cash 873 1,260 (966) (569) 4,498 13,595

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



~/ YES SECURIT1ES

INSTITUTIONAL EQUITIES

Exhibit 10: Growth and Ratio matrix- Consolidated

Bharat Forge Ltd (BHFC)

Y/E March FY21 FY22 FY23 FY24E FY25E FY26E
Basic (INR)
EPS 4.5 21.7 12.9 324 42.7 48.0
Cash EPS 18.3 38.0 28.6 50.0 61.8 68.2
BV/Share 116.3 1411 144.0 172.5 211.2 255.2
DPS 2.0 7.0 7.0 4.0 4.0 4.0
Payout (%) (96.0) 294 57.3 124 9.4 8.4
Valuation (x)
P/E 237.4 49.8 83.4 33.3 253 22.5
P/BV 9.3 7.7 7.5 6.3 51 4.2
EV/Sales 8.7 53 4.4 3.7 34 3.0
EV/EBITDA 63.9 27.6 315 19.1 16.2 14.2
Dividend Yield (%) 0.2 0.6 0.6 0.4 0.4 0.4
Return Ratios (%)
RoE 4.0 16.8 9.1 20.5 22.3 20.6
RoCE 3.3 10.0 5.9 11.9 13.0 131
RolC 3.0 13.2 74 151 16.4 17.5
Working Capital Ratios
Fixed Asset Turnover (x) 0.8 1.3 1.3 1.5 1.5 1.5
Inventory (Days) 103.3 94.6 88.4 88.4 100.0 100.0
Debtor (Days) 81.8 75.8 87.6 85.0 90.0 90.0
Creditor (Days) 69.5 56.9 60.8 50.0 50.0 50.0
Working Capital Turnover (Days) 122.9 124.5 120.6 135.4 152.1 152.1
Leverage Ratio (x)
Debt/Equity 1.0 0.9 11 0.9 0.7 0.6
Source- Company, Yes Sec
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Source - YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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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.

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

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

> research@ysil.in | Website: www.yesinvest.in

Bharat Forge Ltd (BHFC)

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
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