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Crwsmg into growth trajectory CMP Rs 579
Ramkrishna Forgings (RMKF) reported a strong set of numbers with  Target / Upside Rs 650 / 12%
Revenue/EBITDA growth of 60/65% YoY led by recovery in both, NIFTY 14372
domestic and export revenue and cost control measures. - - d

= Domestic business jumped 75% YoY at Rs 2.43bn led by recovery in Sc"? Details
M&HCV segment, increase in content per vehicle and incremental  Equity /FV Rs 319mn /Rs 10
revenue from LCV division. Export too shot up by 45% to Rs 1.56bn,  Market Cap Rs 18bn
driven by recovery in the North America Class 8/Class 5 truck segment USD 253mn
and incremental revenue from Europe and South America. 5 < High/L R 610/ 133

= Rise in steel prices from October’20 onwards to reflect from Q4 which Sweex righvtow >
will have some adverse impact on margin partially offset by price Av8: Volume (no) 52,378
increase taken in the beginning of January and the next one is Bloom Code RMKF IN
schedule.:d for April. Metals price rise has not entirely been passed on ;i oo 0o v M 3M 12M
to the clients. Absolute (%) Py va—

o solute
= The management stated that Exports are ramping up well led by e
Rel to NIFTY (%) 20 45 32

recovery in class 8 trucks volume. RMKF is focusing on expanding
business across different geographies and customers with new .
capacities in place to cater to Railways, LCV and PV segments. Shareholding Pattern

= We expect recovery in domestic M&HCV, NA Class 8 trucks and Jun'20 Sep'20 Dec'20
incremental revenue from LCV business to be key growth driversinthe Promoters 449 459 459
near to medium term. The management stated that gross debt has  pF/Banks/Fis 13.2 130 15.4
peaked out at Rs 10.5bn and plans to start reducing debt levels. We

recommend Accumulate rating on the stock with a TP of Rs 650 (based Flls 101 103 101
on 15x FY23E EPS). Public / Others  31.8 30.8  28.7

Valuation (x)
FY21E FY22E FY23E

All round growth
The company is attempting to de-risk from the local CV cycle by diversifying

business across segments, geographies and customers. In Q3, export P/E (577.5) 245 134
geography mix for India was 62%, North America was 27%, Europe was 10%  EV/EBITDA 14.7 9.0 6.9
anc! Sou'Fh Amgrica was 1%_. South America and Europe are new regiqns ROE (%) (0.4) 8.4 13.9
which will continue to add incremental revenue. RMKF started supplying
axle components to a customer in the South American market from Sept’ ROACE (%) 44 8.1 11.0
20. In the non-auto space, the company is expanding its business in
railways segments. Estimates (Rs mn)
Q3FY21 Result (Rs Mn) FY21E FY22E FY23E
Particulars Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ(%) Revenue 11,455 16,162 19,960
Revenue 4,022 2,507 60.4 2,525 59.3 EBITDA 1,959 3,135 3,992
Total Expense 3,240 2,032 59.5 2,069 56.6 PAT (32) 754 1,382
EBITDA 782 475 64.6 456 715 Eps(Rs) (10) 236 433
Depreciation 326 291 12.2 247 32.2
EBIT 455 184 147.5 209 117.9
Other Income 10 13 (26.2) 8 18.0
Interest 213 180 18.4 190 11.8 Analyst: Abhishek Jain
EBT 252 17 NA 27 NA Tel: +9122 40969739
Tax 86 1 NA 6 NA E-mail: abhisheki@dolatcapital.com
RPAT 167 17 896.5 21 704.4
APAT 167 17 896.5 21 704.4 .
(bps) (bps) Associate: Ketul Dalal

Gross Margin (%) 49.4 55.9 (650) 51.3 (196) . Tel: +91 22 40.96 9770

: E-mail: ketuld@dolatcapital.com
EBITDA Margin (%) 19.4 18.9 49 18.1 138
NPM (%) 4.1 0.7 348 0.8 333
Tax Rate (%) 33.9 3.6 3030 22.6 1131
EBIT Margin (%) 11.3 7.3 398 8.3 305
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Exhibit 1: Actual vs DART estimates

Particulars (Rs mn) Actual DartEst Variance (%) Comments
4,022 2,875 40| Higher domestic and export
Revenue revenue
EBIDTA 782 518 51| Cost saving measures
EBIDTA Margin (%) 19.4 18.0 144bps
APAT 167 79 112

Source: DART, Company

Exhibit 2: Change in Estimates

Particulars (Rs Mn) FY22E FY23E
New Previous % Cng New Previous % Cng
Net sales 16,162 12,749 26.8 19,960 16,998 17.4
EBITDA 3,135 2,473 26.8 3,992 3,485 14.6
EBITDA margin(%) 19.4 19.4 - 20.0 20.5  (50)bps
APAT 754 249 202.3 1,382 982 40.8
EPS 23.6 7.8 202.3 43.3 30.8 40.8

Source: DART, Company

Exhibit 3: Key Assumptions Sheet

Particulars FY18 FY19 FY20 FY21E FY22E FY23E
Domestic sales (MT)* 92,503 1,02,033 53,798 54,336 81,504 1,14,106
% YoY 48.9 10.3 (47.3) 1.0 50.0 40.0
Exports sales (MT)* 29,164 33,758 28,096 30,344 34,895 39,083
% YoY 43.9 15.8 (16.8) 8.0 15.0 12.0
Total volumes (MT)* 1,21,667 1,35,791 81,894 84,680 1,16,399 1,53,188
% YoY 47.7 11.6 (39.7) 3.4 37.5 31.6

Domestic ASP (Rs/MT)

1,08,049 1,25,205 1,23,982 1,20,263 1,27,479 1,21,105

% YoY 14.0 15.9 (1.0 (3.0) 6.0 (5.0)

Exports ASP (Rs/MT)

1,41,493 1,56,769 1,55,930 1,62,167 1,65,410 1,57,140

% YoY 11.5 10.8 (0.5) 4.0 2.0 (5.0)

Source: DART, Company, *Gross sales tonnage numbers

Key Conference Call KTAs

Revenue from domestic operations was Rs 2,430mn (+75% YoY) while Exports at
Rs 1,558mn (+45% YoY).

Total tonnage grew 72% YoY to 25,414 MT in Q3FY21, where domestic tonnage
grew 83% YoY at 17,366 MT while export tonnage grew 53% YoY to 8,048MT.

New order wins and client engagements in automotive segment across
geographies have demonstrated traction with improving customer sentiments &
lower interest rates in the domestic markets.

CV OEMs are optimistic about the prospects of the vehicle scrappage policy
which will be a boost for the Commercial vehicle sector.

Volumes improved in terms of content per vehicle by 20-22% with all domestic
clients which led to rise in domestic sales. Volume of 500-600 MT attributed to
Passenger cars.

In the non-auto space, the oil and gas and the railways segments continue to be
sluggish. Expect oil and gas to show some recovery from Q1FY22 while railways
likely to take some more time.
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= Risein steel price in October’20 to reflect from Q4 which will have some adverse
impact on margin partially offset by price increase taken in beginning of January
and the next one is scheduled for April. Metals price rise has not entirely been
passed on to the clients.

®=  RMKF incurred extra freight costs of Rs 30mn due to unavailability of containers.

=  With advent of electric vehicles, RMKF sees a huge opportunity in machine
finished jobs and is already in talks with existing clientele in Europe and NA
market for new products for EVs.

®=  The Company has commenced production from the Hollow Spindle Line during
this quarter.

=  Expected to commence production of 7,000 MT Pressline and New Railway
Facilities by Q4FY21 end.

®  RMKF has an installed capacity of 150,000 MT with utilization at 83% (vs 49% in
Q2FY21). Current order book is full and company is operating at comfortable
levels.

= Gross debt at 9MFY21 end is at Rs 10.5bn at similar level as 1HFY21 end. Debt
has peaked out and co plans to reduce debt by approx. Rs 1bn every year.

= Capex for FY21 to be Rs 1.75bn. RMKF has already incurred capex of Rs 1.5bn in
9MFY21 and balance capex of Rs 200-250mn in Q4FY21.

= Exports incentives will not be impacted by withdrawal of the MEIS scheme.

=  Amtek Auto Update: Company has approached NCLT for relaxation on certain
provisions due to Covid impact and wants to renegotiate terms and conditions.
Seeing some progress in the proceedings. Will take 6-8 months to get clarity.

Exhibit 1: Revenue grew sharply by 60% YoY Exhibit 2: EBITDA margin improved QoQ/YoY
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Exhibit 3: Sharp uptick in domestic revenue

Exhibit 4: Recovery in exports revenue
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Exhibit 5: Domestic Revenue vs MHCV Vol trend

DART, Company

Source: DART, Company

Exhibit 6: Export Rev Growth Vs NA Class 8 Orders
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Exhibit 7: Domestic vs Exports Mix (%)

DART, Company
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Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 11,118 11,455 16,162 19,960
Total Expense 9,081 9,496 13,027 15,968
COGS 5,067 5,602 8,081 9,980
Employees Cost 942 916 1,164 1,297
Other expenses 3,071 2,978 3,782 4,691
EBIDTA 2,037 1,959 3,135 3,992
Depreciation 1,202 1,163 1,330 1,388
EBIT 836 796 1,805 2,604
Interest 752 889 861 819
Other Income 60 50 70 75
Exc./ E.O. items 0 0 0 0
EBT 144 (43) 1,015 1,860
Tax 48 (11) 261 478
RPAT 9 (32) 754 1,382
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 1] 0 0
APAT 96 (32) 754 1,382
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 326 319 319 319
Minority Interest 0 0 0 0
Reserves & Surplus 8,438 8,261 8,976 10,301
Net Worth 8,764 8,580 9,296 10,620
Total Debt 9,511 11,011 10,011 9,011
Net Deferred Tax Liability 594 594 594 594
Total Capital Employed 18,870 20,186 19,901 20,226
Applications of Funds

Net Block 11,665 13,902 13,572 12,884
CWIP 2,164 500 600 700
Investments 193 193 193 193
Current Assets, Loans & Advances 7,684 8,505 9,758 11,498
Inventories 3,572 3,452 3,985 4,922
Receivables 3,026 3,138 4,162 5,140
Cash and Bank Balances 23 745 371 122
Loans and Advances 208 229 252 277
Other Current Assets 855 940 987 1,037
Less: Current Liabilities & Provisions 2,837 2,914 4,221 5,049
Payables 2,069 1,946 3,277 4,047
Other Current Liabilities 767 968 945 1,002
Net Current Assets 4,847 5,591 5,536 6,449
Total Assets 18,870 20,186 19,901 20,226

E — Estimates
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Important Ratios

Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)

Gross Profit Margin 54.4 51.1 50.0 50.0
EBIDTA Margin 18.3 17.1 19.4 20.0
EBIT Margin 7.5 6.9 11.2 13.0
Tax rate 33.3 25.7 25.7 25.7
Net Profit Margin 0.9 (0.3) 4.7 6.9
(B) As Percentage of Net Sales (%)

COGS 45.6 48.9 50.0 50.0
Employee 8.5 8.0 7.2 6.5
Other 27.6 26.0 23.4 23.5
(C) Measure of Financial Status

Gross Debt / Equity 1.1 1.3 1.1 0.8
Interest Coverage 1.1 0.9 2.1 3.2
Inventory days 117 110 90 90
Debtors days 99 100 94 94
Average Cost of Debt 8.1 8.7 8.2 8.6
Payable days 68 62 74 74
Working Capital days 159 178 125 118
FAT/O 1.0 0.8 1.2 1.5
(D) Measures of Investment

AEPS (Rs) 3.0 (1.0) 23.6 43.3
CEPS (Rs) 40.7 35.5 65.3 86.8
DPS (Rs) 1.0 0.0 1.0 1.5
Dividend Payout (%) 33.9 0.0 4.2 3.5
BVPS (Rs) 274.7 269.0 291.4 332.9
RoOANW (%) 1.1 (0.4) 8.4 13.9
ROACE (%) 4.6 4.4 8.1 11.0
ROAIC (%) 4.5 4.2 9.3 13.1
(E) Valuation Ratios

CMP (Rs) 579 579 579 579
P/E 192.1 (577.5) 24.5 13.4
Mcap (Rs Mn) 18,467 18,467 18,467 18,467
MCap/ Sales 1.7 1.6 1.1 0.9
EV 27,955 28,734 28,107 27,356
EV/Sales 2.5 2.5 1.7 1.4
EV/EBITDA 13.7 14.7 9.0 6.9
P/BV 2.1 2.2 2.0 1.7
Dividend Yield (%) 0.2 0.0 0.2 0.3
(F) Growth Rate (%)

Revenue (38.5) 3.0 41.1 23.5
EBITDA (46.3) (3.8) 60.1 27.3
EBIT (67.7) (4.8) 126.9 44.2
PBT (92.1) (129.9) (2457.3) 83.4
APAT (91.9) (133.3) (2457.3) 83.4
EPS (91.9) (133.3) (2457.3) 83.4
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO 2,536 1,998 2,626 2,427
CFI (2,224) (1,738) (1,100) (800)
CFF (314) 481 (1,899) (1,876)
FCFF 295 262 1,526 1,627
Opening Cash 25 23 745 371
Closing Cash 23 745 371 122

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy > 20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell < 0%

Rating and Target Price History

R9) L ) Month Rating TP (Rs.) Price (Rs.)
RMKF Target Price Feb-20  Accumulate 392 325
630 1 Mar-20  Buy 308 171
530 - Mar-20 Buy 308 149
Apr-20 Buy 192 159
430 ~ Jun-20 Reduce 186 165
330 A Sep-20 Reduce 233 231
',J’V 0Oct-20 Buy 461 347
230 - NJ/" J
130 T T T T T T T ’ T r
8- 8- 8 8. ‘?‘. 8- 8- 8 8 g- § S ﬂ *Price as on recommendation date
5 § & 5 ¥ 5 3 2 8 3 5 8 §
] g S < s s i Z 1%} (@) = o o
DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS
Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Yomika Agarwal VP - Equity Sales yomika@dolatcapital.com +9122 4096 9772
Jubbin Shah VP - Derivatives Sales jubbins@dolatcapital.com +9122 4096 9779
Ashwani Kandoi AVP - Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar AVP - Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com  +9122 4096 9707
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading  shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Dinesh Mehta Co- Head Asia Derivatives dinesh.mehta@dolatcapital.com +9122 4096 9765
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705

Dolat Capital Market Private Limited.
Sunshine Tower, 28th Floor, Senapati Bapat Marg, Dadar (West), Mumbai 400013
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1l. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this re port for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act
as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. This report is
not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would s ubject Dolat Capital Market
Private Limited. and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein
may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and 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 Dolat Capital Market Private 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.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd StoneX Financial Inc.(“StoneX”). Transactions in securities discussed in this research report should be effected through StoneX Financial
Inc.(“StoneX”) or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time.
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