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Stock Tales are concise, holistic stock reports across wider spectrum of
sectors. Updates will not be periodical but based on significant events or
change in price.
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Leading player in domestic welding market...

Esab India (Esab) is a leading player in the Indian welding consumables and
equipment industry with a market share of over 23% in the domestic
structural welding consumable market and ~30% in domestic equipment
market. It mainly operates in two segments viz. welding consumables (70%)
and welding equipment (30%). Esab’s balance product portfolio, debt free
status, strong global brand image and parentage (Colfax Corp) augur well in
the long run. However, there could be short-term Covid-19 impact in FY21E.

Welding consumable segment to sustain superior returns...

Esab’s consumable segment (70% of revenue) has grown at a CAGR of 9.3%
in FY15-20 while it is expected to grow at 8.7% CAGR in FY20-23E factoring
in the Covid-19 impact and expected demand revival in high performance
products like electrodes, wires and fluxes led by gradual economic recovery.
Consumable EBIT margin has expended more than ~450 bps to ~17%
levels in FY16-20 and is expected to sustain at similar levels in coming years.
Consequently, consumable segment RoCE has been at 35-40% over the last
few years and is expected to sustain, aided by mix of operating efficiencies,
product mix, cost control, technological innovation and growing
investments in infrastructure and manufacturing sectors.

New launches, automation, robotics to aid equipment business

Esab’s welding equipment (~30% to revenue) segment has grown at a
decent CAGR of 11.5% in FY15-20. However, the recent domestic slowdown
and muted incremental capex for new projects is expected to have some
short term impact with a rebound in the medium term over FY20-23E with
CAGR estimated at 7.4%. Esab is focusing on R&D to develop and introduce
new advanced technology based products to improve capacity utilisation,
which will subsequently help improve EBIT margins in the long run, which
is hovering at around 6.5-7.5% over the last few years. The expected
recovery in manufacturing, railways, auto and other infrastructure and heavy
engineering sectors to further aid the segment performance.

Valuation & Outlook

Overall, the company is expected to further strengthen its leadership
position through value added new product offerings, penetrating
automation and robotics products in the welding industry, which will drive
growth and help gain market share. Esab’s debt free status would help
further enhance its return ratios and operating cash flows earnings
momentum and superior margins in the long run led by cost efficiencies,
product mix and global capabilities through Colfax Corp. Further, Esab is
currently trading at 26.8x P/E on FY23E (vs. forward median P/E band of 28x,
up cycle and down cycle average TTM P/E of 35x and 12x, respectively). We
value Esab at ¥ 2230/share, implying multiple of 33x on FY23E EPS with a
BUY rating on the stock.

Key Financial Summary

(TCrore) FY19 FY20 FY21E FY22E
Revenue (Zcrore) 671.6 698.0 646.4 777.2
EBITDA (Zcrore) 78.8 96.8 76.7 108.9
EBITDA margin (%) 11.7 13.9 11.9 14.0
Net Profit (Zcrore) 57.6 71.4 58.5 86.9
EPS (3 37.4 46.4 38.0 56.5
P/E (x) 48.1 38.8 47.3 31.9
Price / Book (x) 10.4 8.2 10.4 8.0
EV/EBITDA (x) 34.4 27.6 35.5 24.7
RoCE (%) 31.8 28.9 29.5 33.7
RoE (%) 21.8 21.1 22.0 25.2
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Particular Amount
Market Capitalization % 2732 Crore
Total Debt (FY20) % 0 Crore
Cash and Inv (FY20) % 100 Crore
EV (FY20) % 2632 Crore
52 week H/L (%) 1727/ 870
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Consumables segment to command
16-17% EBIT margins and 35-40%
RoCE over FY20-23E

Assign BUY rating on stock with
target price of ¥ 2230 per share

Risk to our call

® Headwinds in overall infrastructure
and engineering projects executions
could impact growth

® Volatle Raw material cost could
have direct impact on performance.
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FY23E
887.0
130.4

14.7
103.9
67.5
26.7

CAGR FY20-23E
8.3%
10.4%

13.3%

20.5
35.4
26.5

Source: Company, ICICI Direct Research
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Industry Background

Indian welding industry

Welding is a joining process that is extensively used across industries such
as automotive, aerospace, medical, consumer electronics, construction and
oil & gas, railways, heavy engineering, etc. It is a precise, reliable, cost
effective and high tech method for joining materials in manufacturing
industries. Welding is applied to a wide variety of materials and products,
using advanced technology such as lasers and plasma arcs while the future
holds promise for joining dissimilar and non-metallic materials.

In India, the market currently is primarily dominated by low technology and
very rare technological innovation. However, in recent years, demand for
automatic and semi-automatic welding production systems is rising.

Exhibit 1: Indian welding & consumable industry structure

Industry level

. Welding
First level [ Consumables J { equipment J

Shielded Metal Arc
Welding [SMAW)

Gas-shielded Metal Arc
Welding/Hux Cored Arc
Welding (GMAW/FCAW)

Gas-shielded Tungsten

SMAW Electrodes

TG Welding Wires

GMAW / FCAW Wires
Second level MIG / MAG (Solid Wires)

MIG / MAG [Fux Cored
Wires)

SAW (Wires & Flux)

Arc Welding [GTAW)

Submerged Arc Welding
(SAW)

Ouxyfuel and Flasma
Cutting

Source: Company, Industry data, ICIC/ Direct Research

Indian welding industry comprising of welding consumables like sticks,
wires/ fluxes, welding equipment, cutting equipment and welding
automation is estimated at ~I 4500 crore market with 71% share of
consumables (~% 3150 crore consumable industry). Within consumable
industry, around ¥ 700 crore is reclamation welding and T 2450 crore is
structural welding market. It is very fragmented industry with ~50% being
controlled by unorganized players. While organized market is dominated by
ESAB India, Ador Welding, EWAC Alloys, GEE and D&H Welding Electrodes
etc. Esab India holds ~23% in domestic structural welding followed by Ador
Welding which holds ~19% market share. Considering robust outlook on
infrastructure and industrial sectors and the government’s thrust to promote
‘Make in India’, ‘Atmanirbhar Bharat' initiatives to boost local and indigenous
manufacturing for Self-reliance India. Hence, consumable market is
expected to grow at the CAGR of 10-11% over next 5 years driven by higher
demand for continuous electrodes compared to manual electrodes.

The welding equipment has a share of ~29% (¥ 1350 crore of Welding
Industry) with unorganized market contributing ~55-60% while organised
market is mainly addressed by players like ESAB, Ador Welding, Lincoln
Electric Co. India, Kemppi India, Miraj Electricals & Mechanicals, ITW India.
Within welding equipment, ~ ¥ 700 crore is equipment market, ¥ 450 crore
is cutting tools market and ~ ¥ 200 crore is welding automation. Import
constitutes significant portion in organized market. Welding equipment
market is expected to grow at the CAGR of 6-7% over next 5 years driven
by revival of capex cycle and product innovations.

ICICI Direct Research
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Exhibit 2: Indian welding and consumable industry analysis

Welding Equipment Market size [ 30%. | 1350 crore] Welding Consumable Market size [70%. | 3150 crore]
Expected to grow at 6-7% CAGR over next 5 years Expected to grow at 10-11% CAGR over next 5 years

Source: Company, Industry data, ICICI Direct Research

Exhibit 3: Domestic vs imports supply in India Exhibit 4: Consumables - Product-wise market share

Domestic Vs Imports Supply in India Domestic Welding Consumables-
- Product-wise market share

100%
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0% 0%
Welding Equipment Consumables FY16
® Domestic ™ Imports m SAW Wires & Flux = Flux Cored Wire = Solid Wire = MMAW
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 5: Welding technology-wise equipment market share (%)

MMAW

(Manual Machine Arc Welding) + 30%-35%
(Gas MetGarIM:r‘:vWelding) - 40%-45%
(Gas Tungsc:‘::\/:rc Welding) = 10%-15%
SAW (Submerged Arc e

Welding)

Source: Company, ICICI Direct Research
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Company Background

Esab India (Esab) started its operations in 1987 by acquiring the welding
business of Peico Electronics & Electrical (Now Philips India). It further
expended by acquiring Indian Oxygen’s welding business and Flowtech
Welding in 1991 and 1992, respectively followed by merger of Maharashtra
Weldaids in 1994. Esab India is 73.7% owned by Esab Holdings UK and
Eelvia group, Netherlands, which were subsequently acquired by Colfax
Corporation in 2012 making it an indirect wholly owned subsidiary. Colfax
Corporation is a Delaware, US based industrial group with existing global
business interests in medical devices, fabrication technology products and
services. Colfax Corp also acquired EWAC Alloys from L&T in 2017 through
Esab Holdings UK further gaining its strength in the Indian welding
consumable market. Esab India has established itself as leading supplier of
welding and cutting products in India with products widely used in industries
like shipbuilding, petrochemical, construction, transport, offshore, energy,
general engineering and in repair and maintenance of steel, mills, cement,
sugar industry, etc. It has over ~23% market share in the structural welding
market with market leading position in the Indian welding industry. Esab has
four manufacturing facilities in India of which two are located in Chennai and
one each in Nagpur and Kolkata.

The company operates mainly in two segments viz. welding consumables
and welding equipment. For FY20, overall consumables contributed 71%
followed by equipment (29%). Geography-wise, domestic business
contributed ~92%, and exports business contributed 8%.

Welding consumable segment consists of products like covered electrodes
(MMA/ stick), solid wires, gas shielded flux-cored wires, submerged arc
wires (SAW) wires and fluxes, metal cored wires (MCAW), TIG rods, etc
while welding equipment segment consists of products like SMAW, GMAW,
FCAW, and MMAW, cutting equipment, gas equipment, etc. Welding
Automation & Robotics provides high end technology oriented automated
products and solutions like plasma cutting, SAW, FSW friction stir welding
(FSW), GMAW, GTAW to industries like nuclear, wind-turbine, boiler, ship
building etc. while Esab Digital Solutions brings digital services to take total
control of cutting, welding and gas operations with one platform. It also
provides welding PPE and accessories.

Exhibit 6: Esab’s segment-wise product details

ICICI Direct Research
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Investment Rationale

Welding consumable segment likely to drive superior returns...

Esab currently derives ~70% of its revenue from welding consumable
segment with products ranging from electrodes, fluxes, flux cored wires to
industries like oil & gas, heavy engineering, shipbuilding, power, sugar,
construction, railways and automotive, etc, (accounting for ~70% of
consumption). Esab is well placed to gain from overall infrastructure and
manufacturing spending in India led by ‘Make in India’ and ‘Atmanirbhar’
initiatives that will further boost welding consumables demand in the long
run. Esab is one of the largest players in the domestic consumables market
having increased its market share from 20% to 22% in FY16-20. It is
expected to further strengthen its position with increased penetration in
unorganised market, new product development, technology innovation, etc.
Within the organised consumable market, Esab hold ~30% market share
followed by Ador (26%). Colfax group companies (Esab India, EWAC Alloys)
together command ~32% of the domestic consumables market and ~40%
of the organised consumable market in India.

Esab’s consumable segment (70% of revenue) has grown at 9.3% CAGR in
FY15-20 while we expect it to grow at a CAGR of 8.7% in FY20-23E factoring
in Covid-19 impact in FY21E and expect a gradual economic recovery to aid
volumes on the back of demand in high performance products like stick
electrodes, wires and fluxes. Consumable EBIT margin has expanded by
more than ~450 bps to 17% in FY16-20 and is expected to sustain the same
over the next two years owing to various initiatives taken through a mix of
cost control, product pricing, improved capacity utilisation and innovation.
The consumable segment RoCE has been between 35% and 40% over the
last few years. We expect it improve further with higher margins. The
consumables segment capacity utilisation and sales volume is estimated at
~b9% and ~43950 MT for FY20, respectively.

ICICI Securities | Retail Research
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Exhibit 7: Consumable — Esab’s Domestic Market share Exhibit 8: Consumables: Mfg. Vs Traded contribution (%)
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Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 9: Consumable segment revenue trends Exhibit 10: Consumable segment EBIT margin (%)
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Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 11: Consumable segment RoCE (%) Exhibit 12: Consumable segment volume trend
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Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

New product launches, utilisation to boost equipment business

Esab’s welding equipment contributes ~30% to revenue. Its gas & electric
cutting/welding equipment & accessories is estimated to have a capacity of
around 651756 units per year with capacity utilisation estimated at ~30%
over the last few years. This segment has grown at a decent CAGR of 11.5%
over FY15-20. However, recent domestic slowdown and muted incremental
capex for new projects had a short-term impact but long term prospects
remain intact backed by a pick-up in capital goods project executions over
FY20-23E. We estimate this segment will deliver 7.4% CAGR in FY20-23E.
Esab manufactures a wide range of standard manufacturing equipment like
MIG, TIG, metal arc welding (MSAW), equipment, multi-process equipment,
gas shielded arc welding (GSAW), submerged arc welding (SAW), etc.

ICICI Securities | Retail Research 6
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Esab is focusing on R&D to develop and introduce new advanced
technology based products to improve capacity utilisation that wiill
subsequently help improve EBIT margins in the long run, which is hovering
at ~6.5-7.5% over the last few years. The expected recovery in
manufacturing, auto and other infrastructure and engineering sectors is
expected to further aid the performance.

ICICI Direct Research

Exhibit 13: Esab’s welding equipment revenue trend Exhibit 14: Domestic welding equipment market share
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Exhibit 15: Welding equipment RoCE (%) trend Exhibit 16: Welding equipment segment EBIT trend (%)
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Product innovation, automation to drive growth, market share

Esab operates welding automation & robotics, plasma division with a variety
of products under different categories like friction stir welding (FSW), gas
tungsten arc welding (GTAW), SAW, and gas metal arc welding. Also, Esab’s
plasma cutting equipment are top of the line high-end solutions to critical
industries like nuclear, wind-turbine, boiler, ship building, etc.

Further, new product offerings, technologies advancements, R&D, patents
and product development in tandem with industrial automation is likely drive
growth for the Esab over next two years and help further strengthen its
leadership position. Robotics and automation are increasingly being
deployed by industries to achieve welding quality and improve productivity.
Esab’s automation & robotics business is likely to inch up further aided by
new product development and launches.

Esab’s digital solution (EDS) division is a complete suite of revolutionary
digital services that helps take total real time control of cutting, welding, gas
operations with one platform such as plat optimisation, cutting/ welding
productivity, cutting maintenance, etc, providing further growth
opportunities and a competitive advantage in the long run.

ICICI Securities | Retail Research
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Exhibit 17: Domestic consumables market share of leading companies
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Source: Company, Capitaline, ICICI Direct Research

Product mix, operational efficiencies to drive superior margins.

Esab continues to focus on productivity improvements, operational
efficiencies, cost optimisation, resourcing, quality, including improvement
in packaging, costs, indigenisation of raw materials components, range
rationalisation and enrichment of product mix to enhance market share,
operating margins and gain competitive advantage. Esab’s consumable
EBIT margin has expended by more than ~450 bps to 17% over FY16-20
and is expected to sustain the same over the next two years owing to various
initiatives taken through mix of cost control, product pricing and innovation.

Exhibit 18: Domestic consumables market share of leading companies
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Source: Company, Capitaline, ICICI Direct Research
Industrial, infrastructure sector capex to aid growth

Indian welding consumable market is slated to be mainly driven by
expansion in building and construction industry, railway, heavy engineering,
energy and oil & gas sector along with revival in automobile sector. Industrial
reforms and policies like ‘Make in India” and ‘Atmanirbhar’ initiatives and the
government’s long term spending plan like ¥ 111 lakh crore worth National
Infrastructure plan (NIP) to drive capex aid further growth in these sectors.

Currently, ~65-70% of welding consumables are consumed by industries
like oil & gas, heavy engineering, shipbuilding, infrastructure, railways,
power, transportation & mobility and automotive. Esab is well placed to gain
from overall infrastructure spending in India coupled with augmentation of
its distribution network and direct customers.

Investment in the Indian manufacturing industry has been on the rise with
gross fixed capital formation for FY20 at T 43 lakh crore for FY20 indicating
continued interest and momentum in the Indian manufacturing industry. The
manufacturing sector gross value added (GVA) in India grew at 5% over
FY16-20. The sector's GVA at current prices is estimated at US$397.1 billion
in FY20PE. The Indian manufacturing sector has the potential to reach US$
1 trillion by 2025.

ICICI Securities | Retail Research
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The NIP task force has projected % 111 lakh crore infrastructure investment
in FY20-25 in sectors such as energy (24%), roads (18%), urban infra (17%)
railways (12%) and other providing major thrust to infrastructure spending
in India in the long run. In addition, steel consumption in India is expected
to grow at a CAGR of 10% to 140 MT by FY22E driven by higher
infrastructure spend and expansion in per capita steel consumption.

Exhibit 19: Welding industry sales by sector (FY20) Exhibit 20: Sector-wise break-up of NIP capex in next five
years
18%
= Heavy Engineering * Automotive = Construction
Railways * Shipbuilding Others

* Energy * Roads = Railways Urban = Others

Source: Company, ICICI Direct Research, Industry Estimates

Source: Company, ICICI Direct Research, ibef.org, economic survey

Exhibit 21: Indian capital goods turnover (US$ bn) Exhibit 22: GVA of manufacturing at current prices (US$
140 -
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Source: Company, ICICI Direct Research, ibef.org

Source: Company, ICICI Direct Research, ibef.org

We have plotted Esab’s overall revenue growth against GVA-manufacturing
growth with one year lag. The trend suggests that the welding consumables
industry leads the manufacturing growth. India’s ambitious focus to become
a global manufacturing hub is likely to bolster the prospects of the welding
consumable & equipment industry in future. Esab Welding being one of the
market leaders in the industry would gain and further strengthen its market
leadership position in the long run.

ICICI Securities | Retail Research 9



Exhibit 23: Esab revenue growth vs. GVA manufacturing growth [one year lag] (%)
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Source: Company, ICICI Direct Research, Bloomberg

Traction in under execution projects to drive demand for
welding products and consumables

With a gradual improvement in fresh announcement of capex and gradual
execution pick-up in execution of existing projects on ground, demand for
short cycle products like welding equipment and welding consumables is
expected to witness an uptick and drive revenue growth market leading
companies like Esab India. We have plotted Esab revenue YoY (%) growth
against overall projects under execution YoY (%) growth over more than a
decade’s capex cycle indicating reasonable correlation and suggesting up-
take in revenue growth of Esab ahead of pick-up in under execution projects
in the infrastructure space. We estimate 20% revenue growth for Esab in
FY22E over a low base and 14% growth in FY23E considering uptake in
project execution over the next two years.

Exhibit 24: Esab revenue growth vs. overall projects under execution YoY (%)
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Source: Company, Projects Today, Capitaline, ICICI Direct research
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Strong global parentage provides technology edge, market
reach

Esab India is 73.7% owned by Esab Holdings UK and Exelvia group,
Netherlands, which were subsequently acquired by Colfax Corporation in
2012, making it indirect wholly owned subsidiaries. Colfax Corporation is a
Delaware, US based industrial group with existing global business interests
and leading positions in medical devices technology under ‘DJO’ brand,
fabrication technology products and services under ‘Esab’ brand, which is
well known in international welding industry. Esab is a world leader in
production of welding equipment & consumables with a strong global
footprint and 40+ leading product brands under Esab and strong sales
channels with independent distributors and direct sale people.

In CY19, Colfax reported US$3.33 billion revenue comprising US$2.25 billion
(68%) from fabrication tech (Esab) and US$1.08 billion (32%) from medical
tech (DJO).

Colfax Corp is one of the world leaders in the global welding market through
‘ESAB’ brand. Global arc welding, brazing & cutting industry is estimated at
~ US$22 billion with Lincoln Electric being the largest player with 13.6%
market share followed by Colfax Corp (Esab) (10.2%), ITW (7.4%), Miller
(2.2%), Kobelco (3.8%), Golden Bridge (3.5%) and others. Top five to six
players globally command ~40% of the welding market.

Exhibit 25: Global market share of leading players in global welding industry

= Lincon Electric, US
= Colfax (Esab), US
= |TW, US
Miller, US
= Kobelco, Japan
Golden bridge, China
= Others

Source: Company, ICICI Direct Research, Industry

Valuations & Outlook

Esab’s debt free status would help further enhance its return ratios and
operating cash flows with strong margin profile over the next few years.
Esab is expected to further expand its margin profile over the next few years
by leveraging its strong product profile, cost efficiencies, product mix,
innovation and global brand image and network through Colfax Corp to
build market leadership position. It has outperformed its domestic peers on
the margin front.

We expect the earnings momentum to continue in the long term led by
product innovation through R&D, further up-tick in investment activities in
key infrastructure and manufacturing sectors in the long run to further
enhance welding equipment business. Overall, the company is expected to
further strengthen its leadership position through value added new product
offerings, penetrating automation and robotics products in welding industry
which will drive growth and help gain market share. It currently commands
domestic welding consumable market share of ~23%. Further, Esab is
currently trading at 26.8x P/E on FY23E (vs. forward median P/E band of 28x,
up cycle and down cycle average TTM P/E of 35x and 12x, respectively). We
value Esab at ¥ 2230/share, implying multiple of 33x on FY23E EPS with a
BUY rating on the stock.

ICICI Securities | Retail Research
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Peer comparison:

Exhibit 26: Peer Comparison

Companies CMP Mcap P/E (x) EV/EBITDA (x) RoCE (%) RoE (%) P/BV (x)

(%) (Rcrore) FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E

Esab India 1800 2772 39.0 476 321 27.7 357 248 289 295 337 211 220 252 82 105 8.1
Ador_ 309 421 146 323 149 116 17.5 10.0 12.0 7.2 12.7 10.8 4.8 9.7 1.6 1.5 1.5
Welding

Source: Company, ICICI Direct Research

One Year forward P/E band

Exhibit 27: One year forward rolling P/E Band
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Key risk & concerns

International competition to pose challenge to Indian welding players

South East Asia is foreseen to witness high demand in coming years owing
to the availability of cheaper manufacturing facilities of welding
consumables creating more competition in the region. Delivering welding
consumables at lower prices and launching new welding consumable
products to cater to the growing demands of customers is a major concern
among suppliers of Indian welding consumables.

Shortage of skilled labour poses challenges

Welding companies in India operate welding training academies to enhance
skill sets, job performance to meet industry requirement for best
manufacturing practices and inspire and instil highest standards of welding
skills & practices. However, due to lack of knowledge of its application, cost
economies, higher productivity welding consumables like CO2 continuous
welding wires and flux cored wires fail to find higher demand. In view of this,
it is pertinent to start vigorous marketing efforts by existing leading
manufacturers of consumables, equipment to educate users.

Limited R&D, testing facilities in India hurdle to industry growth

With almost 45-50% of manufacturers in the unorganised segment, the R&D
inclination towards material, technology and techniques is very minimal and
limited. Public/third party facilities in this direction can prove to be a good
value add for largest welding community.

Increasing steel prices may impact prices of welding consumables

Increase in raw material cost could have a direct impact on manufacturing.
Hence, for the larger unorganised community, the competitiveness in
marketplace reduces thereby affecting overall revenues.

ICICI Securities | Retail Research 12



Financial story in charts:

Exhibit 28: Revenue trend... Exhibit 29: EBITDA and EBITDA margin trend
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Exhibit 30: PAT and PAT margin (%) trend.... Exhibit 31: RoE, RoCE (%) trend...
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Top 10 Shareholders & SHP:

Rank Investor Nam e Filing Date % 0/S 'osition (%) hange
1 Esab Holdings Ltd 30-Sep-20 37.3 5.74m 0.00m
2 Exelvia Group India 30-Sep-20 36.4 5.60m 0.00m
3 Acacia Partners Lp 30-Sep-20 5.3 0.82m 0.00m
4 Bajaj Allianz Life | 30-Sep-20 2.8 0.43m 0.01m
5 Acacia Institutional 30-Sep-20 1.8 0.27m 0.00m
6 Acacia Banyan Partne 30-Sep-20 1.7 0.26m 0.00m
7 Sundaram Asset Manag 30-Sep-20 1.1 0.17m 0.00m
8 Government Of India 30-Sep-20 0.3 0.05m 0.00m
9 Investment Trust Of 30-Nov-20 0.2 0.02m 0.00m
10 Vivaldi Asset Manage 30-Sep-20 0.0 0.00m 0.00m

Source: Reuters, ICICI Direct Research

Exhibit 33: Shareholding Pattern

(in %) Dec-19 Mar-20 Jun-20 Sep-20 Dec-20
Promoter 73.7 73.7 73.7 73.7 73.7
Fll 10.0 10.0 10.0 9.9 10.0
DIl 4.2 4.4 4.4 4.5 4.4
Others r 1217 11.9 11.9 11.9 11.9

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 34: Profit & loss statement (T crore) M Exhibit 35: Cash flow statement (¥ crore)
(XCrore) FY20 FY21E FY22E FY23E (XCrore) FY20 FY21E FY22E FY23E
Net Sales 698.0 646.4 777.2 887.0 Profit after Tax 71.4 58.5 86.9 103.9
Other Operating Income - - - - Depreciation 12.6 12.4 12.9 13.7
Total Operating Incon 698.0 646.4 7717.2 887.0 Interest 0.5 0.3 - -
% Growth ' 3.9 (7.4)  20.2 74.1 Other income (0.9) - - -
Other Income 13.5 14.2 20.2 22.2 Prov for Taxation 25.8 19.7 29.2 35.0
Total Revenue " 7115 660.7 797.4 909.2 Cash Flow before WC chang 109.4 90.9 129.1 1525
Costof materials consur  350.0 334.0 396.3 449.7 Change in Working Capital (26.4) (50.0) (30.5) (10.7)
Purchase of stock-in-tra 89.8 83.5 99.4 111.9 Taxes Paid (25.8) (19.7) (29.2) (35.0)
Other Expenses 89.8 84.0 99.5 112.7 Cashflow from Operating 57.2 21.2 69.4 106.9
Total expenditure 601.2 569.8 668.3 756.7 (Purchase)/Sale of Fixed Ass (19.3) (9.5) (16.9) (22.0)
EBITDA 96.8 76.7 108.9 130.4 (Purchase)/Sale of Investmer (39.7) 65.0 (10.0) (15.0)
% Growth C 229 (208  42.0 19.7 Other Income - - - -
Interest 0.5 0.3 - - Cashflow from Investing (59.0) 55.5 (26.9) (37.0)
Depreciation 12.6 12.4 12.9 13.7 Issue/(Repayment of Debt) - - - -
PBT 97.2 78.2 116.2 138.9 Changes in Minority Interest - - - -
Tax 25.8 19.7 29.2 35.0 Changes in Netw orth 38.3 (129.7) (9.3) (55.6)
PAT 711.4 58.5 86.9 103.9 Interest (0.5) (0.3) - -
% Growth ' 24.0 (18.0) 48.5 19.5 Others - - - -
EPS 46.4 38.0 56.5 67.5 Cashflow from Financing 37.8 (130.1) (9.3) (55.6)

Source: Company, ICICI Direct Research Changes in Cash 43.9 (53.3) 33.2 14.3

Opening Cash/Cash Equivale 56.2 100.1 46.9 80.1
Closing Cash/Cash Equivaler 100.1 46.9 80.1 94.4

Source: Company, ICICI Direct Research

Exhibit 36: Balance Sheet (X crore) I Exhibit 37: Key ratios

(FCrore) FY20 FY21E FY22E FY23E (Year-end March) FY20 FY21E FY22E FY23E
Share Capital 15.4 15.4 15.4 15.4 EPS 46.4 38.0 56.5 67.5
Reserves & Surplus 3224  251.2 328.9 377.2 Cash EPS 54.6 46.1 64.9 76.4
Networth 337.8 266.6 344.3 392.6 BV 219.5 173.2 223.6 255.0
Total Debt - - - - DPS - 70.0 5.0 30.0
Deferred tax liability (nef - - - - Cash Per Share 25.4 29.2 324 36.1
Total Liabilities 344.9 2731 352.0 401.5 EBITDA Margin 13.9 11.9 14.0 14.7
Gross Block 118.4 121.4 133.4 145.4 PBT / Net Sales 12.1 9.9 12.3 13.2
Acc: Depreciation 39.1 45.0 49.9 55.6 PAT Margin 10.2 9.1 11.2 11.7
Net Block 85.0 82.1 83.5 89.9 Inventory days 41.0 51.0 44.0 43.0
Capital WIP 6.5 6.5 9.0 11.0 Debtor days 44.2 56.6 50.0 46.0
Investments 70.0 5.0 15.0 30.0 Creditor days 46.1 54.2 45.0 45.0
Inventory 78.4 90.3 93.7 104.5 RoE 21.1 22.0 25.2 26.5
Sundry debtors 84.6 100.2 106.5 111.8 RoCE 28.9 29.5 33.7 35.4
Cash and bank balances 100.1 46.9 80.1 94 .4 RolC 35.6 32.1 38.8 41.9
Loans and advances - - - - P/E 38.3 46.7 31.4 26.3
Other Current Assets 20.2 32.3 52.1 59.4 EV / EBITDA 27.2 35.0 24.4 20.2
Total current Assets 288.2 274.2 337.8 376.3 EV / Net Sales 3.8 4.2 3.4 3.0
CL& Prov. 96.0 103.9 103.7 117.2 Market Cap / Sales 3.9 4.2 3.5 3.1
Net Current Assets 173.7 154.2 214.7 239.6 Price to Book Value 8.1 10.2 7.9 7.0
Total Assets 344.8 2731 351.9 401.5 Debt/EBITDA 0.0 0.0 0.0 0.0
Source: Company, ICICI Direct Research Net Debt / Equity -0.3 -0.2 -0.2 -0.2
Current Ratio 1.9 2.1 2.4 2.4

Quick Ratio 1.1 1.3 1.5 1.5

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬂlClCl( irect.com N l
Investmaen uo Your Fingertips Bﬂz“)ﬂ EE"V \
Icici Securmes Ltd. 7S STARMINE |
Ejm st Award 2012 ‘é:{-
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Chirag Shah PGDBM; Amit Anwani, MBA (Finance) Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about
the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned
Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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