February 14, 2023
RESULT REPORT Q3 FY23 | Sector: Automobile

Bharat Forge Ltd

Weak overseas results dent overall earnings

Valuation and View

Bharat Forge (BHFC) 3QFY23 results were in-line at revenues/Adj.PAT while EBITDA
exceeded our estimates by 10.7% at Rs5.4b (est Rs4.8b, +32.7%/18% YoY/QoQ).
Lower utilization in overseas business (Aluminum forgings) in Germany and North
America led to EBITDA loss of Rs620m (v/s loss of Rs341m in 2QFY23). BHFC has
reported ~2.6% QoQ/17.6% YoY growth in tonnage at ~62.75k tons, which were at
16 quarter high indicating strong momentum across business verticals. Key positives
going forward will be 1) continues ramp-up in recent acquisitions such as JS Auto cast
(guided revenue growth >25% and double-digit margins over 2-3 years), 2) ramp up in
defense revenues led by exports. The management has hinted towards sustenance of
healthy demand momentum across segments going forward led by industrial and PV
(auto) while Europe (CV) to remain stable.

New orders win for 9MFY23 have been healthy across auto, industrial, defense (new
defense component order post Rsé6b in 3QFY23 taking segment orderbook to Rs20b
at KSSL) and JSA Auto (Rs1.5b). 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 raise FY24/25 EPS by 5-5.5% to factor
in for new order wins and other income. We reiterate BUY rating on the stock with
revised TP of Rs1,028 (v/s Rs974 earlier) based on ~26x to Mar'25 consol EPS
(unchanged). Reiterate BUY as one of our top picks among ancs.

Result Highlights -Revenue/ Adj. PAT in-line, EBIDTA 10% above est

= Revenues grew at Rs19.5b (5% QoQ, 22% YoY, in-line) as tonnage grew (2.6%
QoQ, 18% YoY, in-line) at 62.7k tons while ASP grew (2.1% QoQ, 4% YoY, in-line)
at Rs311.1k/ton

= Gross margins expanded at 55.9% (+30bp QoQ, +240bp YoY, in-line)

=  This resulted EBITDA at Rs5.3b (+18.2% QoQ, 33% YoY, est Rs4.8b).
Consequently, EBITDA margins came in at 27.4% (+310bp QoQ, +220bp YoY, est
25.2%).

= Strong op performance offset by higher interest cost at Rs849m (est Rs310m)
resulted Adj.PAT at Rs2.9b (+6.5% QoQ, +9.5% YoY, in-line).

= 9MFY23 performance- Revenue/EBITDA/Ad]. PAT grew 22%/16%/2%

Exhibit 1: Actual vs estimates

Rs mn Actual
Sales 19,521 19,202 25,534 1.7 -23.5
Revenue/
EBITDA 5351 4,832 4,933 10.7 85  Adj. PAT in-
EBITDA line, EBIDTA
marging % 274 252 193 220bp 810bp  10% above
. est

Aelusted 2860 2,905 2,469 15 15.8

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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Financial Summary- Consolidated
Y/E Mar (Rs b) 2023E 2024E 2025E
Sales 110.4 124.8 141.5
EBITDA 22.1 27.1 31.5
Adj. PAT 10.4 15.4 18.4
EPS (INR) 224 33.0 39.5
EPS Gr. (%) 3.5 47.1 19.8
BV/Sh. (INR) 159.5 188.6 2241
RoE (%) 14.9 19.0 19.2
RoCE (%) 9.4 11.6 12.7
Payout (%) 17.9 12.2 10.1
P/E (x) 38.9 26.5 22.1
P/BV (x) 5.5 4.6 3.9
EV/EBITDA (x) 20.7 16.8 14.3
EV/Sales (x) 4.2 3.6 3.2
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Bharat Forge Ltd (BHFC)

INSTITUTIONAL EQUITIES

Exhibit 2: Quarterly snapshot - Standalone

Y/E Mar (Rs mn) | Q3FY23 ! Q3FY22  YoYchg  Q2FY23  9MFY23  1HFY22

Net Revenues 195210 16021 21.8 18,639 55,754 45,805 217
Raw Materials 8,602 6,681 28.7 8,281 24,155 18,276 32.2
% of Net Sales L 441% 0 417% 44.4% 43.3% 39.9%

Personnel 1,365 | 1,284 63 1,351 4,073 3,775 7.9
% of Net Sales 7.0% | 8.0% 7.2% 7.3% 8.2%
Manufacturing & Other Exp 4,204 | 4,022 45 4,481 13,049 11,263 15.9
% of Net Sales 21.5% | 25.1% 24.0% 23.4% 24.6%

Total Expenditure 14170 1 11987 182 14,113 41,277 33,315 23.9
EBITDA 5351 | 4,034 327 4,526 14,477 12,491 15.9
EBITDA Margin (%) L 274% | 252% 24.3% 26.0% 27.3%

Depreciation L1079 1,031 4.6 1,066 3,209 3,076 43
EBIT 4272 | 3,003 42.3 3,460 11,268 9,415 19.7
Interest Expenses 849 | 118 618.1 357 1,469 666 120.8
Non-operating income 377 358 54 477 1,114 1,013 9.9
Extraordinary Exp (inc) / Forex loss (gain) 43 1,004 (2) (239) 698

PBT 3,844 | 4247 (9.5) 3,578 10,674 10,460 2.0
Tax-Total 952 | 873 9.1 897 2,664 2,302 157
Tax Rate (%) - Total 24.8% | 20.5% 25.1% 25.0% 22.0%

Reported PAT 2,892 | 3,374 (14.3) 2,681 8,009 8,158 (1.8)
Adj. PAT 2,860 | 2,612 9.5 2,686 8,005 7,862 18
PAT Margin L 146% | 16.3% 14.4% 14.4% 17.2%

Key Operating Metrics i i

Volume (MT) | 62755 53,365 17.6 61,149 181,819 163,971 10.9
Realisation / ton (Rs) | 311,067 | 300,215 36 304818 306647 279,350 9.8
Gross Profit / ton (Rs) L 174002 | 175013 (0.6) 169,387 173794 167,891 35
Staff Cost / ton (Rs) L 21750 | 24,060 (9.6) 22,098 22,400 23,024 (2.7)
Other Mfg cost / ton (Rs) L 66987 1 75365 (11.1) 73,275 71,770 68,691 45
EBITDA / ton (Rs) . 85265 75588 12.8 74,014 79,624 76,176 45
Adj. Profit / ton (Rs) © 45567 1 48943 (6.9) 43919 44,025 47,948 (8.2)

Source- Company, Yes Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Bharat Forge Ltd (BHFC)

KEY CON-CALL HIGHLIGHTS

New order wins -

o Indian operations secured new business worth ~Rs2.65b (v/s Rs8.5b) across
automotive & industrial applications and 9MFY23 Rs15b.

o JSA - secured new orders worth Rs1.53b. To further grow its presence in the
castings space, JSA has signed a BTA with Inda Shell Mould by Mar'23 end. Total
OB at Rs2.5b post acquisition. Total liquid capacity at 120k tons and castings
capacity at 75k tons.

o Expect JSA revenues at 30-35% better in FY24 v/s Rs4-4.2b run rate at time of
acquisition.

o JSA margins declined to 11% (v/s 16%) led by inflation and delay in high margin
purchase from Russian customers.

PBT was impacted led by exchange MTM Rs350m and finance cost.

PV revenue continue to grow and now at 20% of sales v/s mid-single digit contribution 3-4
years ago.

Defense total OB of ~Rs20b (entire exports) of which Rsé6b came only in 3QFY23...almost
entire order is for exports for artillery guns, mounted guns and spares/consumables. 50% is
for capital and 50% for consumables. Expect revenues to kick in from 2Q and entire Rs20b
in 2 years.

o Expect to get guns orders soon from the domestic market.

Overseas subs performance - EBITDA loss of Rs620m...led by low-capacity utilization in
Germany and NA. Total capacity at 7.5m tons per annum which is operating at ~50% (old
plant at 70% and new at 30%). Expect performance to improve in 4Q and to be better in
FY24.

o Yet to get compensation of cost such as energy, freight and manpower.
o Margins to be in high teens (16-18% range) when will operate at 70% capacity.

o Steel business is not under losses but margins are lower than desired level while
current quarters was all led by Aluminum business. Alu business will see QoQ
improvement over 4Q and 1Q and will be PAT positive FY24. Europe has 1.4 and
US has lost 1.6m due to supply shortages in FY23.

India CV - 4QFY23 projection for CV is ~100k units and not seeing any production
adjustment ahead of RDE.

Aerospace - currently supplying to 3 verticals such as Aero structure (complex forging),
landing gears and engine components. Only co in India certified by NCAP. BHFC is part of
supply chain of US cos which are setting up in India.

RM - Not seeing major correction in RM as of yet but decline will be margin accretive ahead.

Not seeing any decline in US class 8 trucks at this time and expect the same to continue in
FY24. Production is booked till Nov'23.

USD INR realizations at Rs82.5 for 3QFY23 v/s Rs81 in 2QFY23.

Interest Cost increase was due to Rs0.3b MTM Loss and increase in interest rate by 200-
250bp, will normalize next year to Rs0.5-0.55b.

Consol Long term Debt at Rs24.9b in Dec’22 (v/s 23.15b in Mar’22).

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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ECURITIES
INSTITUTIONAL EQUITIES

CHARTS
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: 3QFY23 tonnage grew ~3% QoQ
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S/A ASPs grew 2% QoQ at Rs311k
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GM expanded by 30bps QoQ at 55.9%
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Bharat Forge Ltd (BHFC)

FINANCIALS

Exhibit 7: Balance Sheet- Consolidated

Y/E March (Rs mn)
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

FY20
931
51,266
52,197
320
507
40,735
93,759
64,017
24,000
40,017
11,427
16,182
47,197
17,347
14,938
5,751
9,161
21,064
10,309
8,049
2,706
26,133
93,759

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

FY23E FY24E FY25E
931 931 931
73,360 86,865 103,410
74,291 87,796 104,341
617 679 746
1,718 1,718 1,718
57,716 55,716 53,716
134,342 145909 160,522
96,671 98,171 104,671
40,855 48,446 56,591
55,816 49,725 48,080
1,000 4,000 4,000
28,040 30,040 32,040
76,116 92,250 110,528
28,606 32,340 38,763
22,940 29,067 34,887
5,817 7,930 10,907
18,754 22,912 25,971
26,630 30,107 34,127
15,124 17,098 19,382
8,681 9,815 11,125
2,825 3,194 3,620
49,486 62,143 76,401
134,342 145909 160,522

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

Source: Company, YES Sec
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Exhibit 8: Income statement- Consolidated

Y/E March (Rs mn) FY20 Fy21 FY22 FY23E FY24E FY25E
Net Sales 80,558 63,363 104,611 110,404 124,818 141,485

Change (%) (20.6) (21.3) 65.1 55 13.1 134
EBITDA 11,147 8,617 20,159 22,128 27,061 31,482

Margin (%) 13.8 13.6 19.3 20.0 217 22.3
Depreciation 5,477 6,122 7,303 7,629 7,591 8,145
EBIT 5,670 2,496 12,856 14,499 19,470 23,337
Int. and Finance Charges 1,713 1,077 1,604 2,235 958 966
Other Income - Rec. 1,879 1,689 1,959 1,603 1,915 2,110
PBT bef. EO Exp. 5,835 3,107 13,211 13,867 20,428 24,481
EO Expense/(Income) 789 3,062 (924) - - -
PBT after EO Exp. 5,046 45 14,135 13,867 20,428 24,481
Current Tax 1,125 1,015 3,035 3,467 5,107 6,120

Tax Rate (%) 22 2,246 21 25 25 25
Reported PAT 3,921 (970) 11,101 10,400 15,321 18,360
PAT Adj for EO items 4,535 2,415 10,375 10,400 15,321 18,360

Change (%) (56.6) (46.7) 329.6 0.2 47.3 19.8

Margin (%) 5.6 3.8 9.9 9.4 12.3 13.0
Less: Minority Interest 420 297 283 (47) (47) (47)
Net Profit 4,114 2,118 10,092 10,447 15,368 18,407

Source: Company, YES Sec
Exhibit 9: Cash Flow Statement- Consolidated

Y/E March (Rs mn) FY20 FY21 FY22 FY23E FY24E FY25E
Operating PBT 5,046 45 14,135 14,499 19,470 23,337
Depreciation 5477 6,122 7,303 7,629 7,591 8,145
Other income 3,209 4,193 (1,510) 1,706 2,024 2,224
Direct Taxes Paid (2,331) (934) (3,525) (3,467) (5,107) (6,120)
(Inc)/Dec in WC 4,607 3,837  (12,269) (7,982) (10,544)  (11,281)
CF from Operations 16,009 13,262 4,134 12,384 13,434 16,305
CF from Operating incl EO 15,220 10,200 5,058 12,384 13,434 16,305
(inc)/dec in FA (9,571) (8,905) (9,646) (4,500) (4,500) (6,500)
Free Cash Flow 5,648 1,295 (4,588) 7,884 8,934 9,805
(Pur)/Sale of Investments (1,751) (6,205) 2,746 (2,000) (2,000) (2,000)
CF from Investments (11,322)  (15,111) (6,901) (6,500) (6,500) (8,500)
Inc/(Dec) in Debt 1,169 6,543 6,517 (2,000) (2,000) (2,000)
Interest Paid (1,678) (760) (1,444) (2,235) (958) (966)
Dividend Paid (3,335) = (1,642) (1,863) (1,863) (1,863)
CF from Fin. Activity (3,814) 5,783 3,102 (6,098) (4,820) (4,829)
Inc/Dec of Cash 83 873 1,260 (213) 2,114 2,977

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 10: Growth and Ratio matrix- Consolidated

Y/E March

Basic (INR) *

EPS

Cash EPS

BV/Share

DPS

Payout (%)

Valuation (x) *

P/E

P/BV

EV/Sales

EV/EBITDA

Dividend Yield (%)
Return Ratios (%)

RoE

RoCE

RolC

Working Capital Ratios
Fixed Asset Turnover (x)
Inventory (Days)
Debtor (Days)

Creditor (Days)
Working Capital Turnover (Days)
Leverage Ratio (x)

Debt/Equity

FY20

8.8
21.5
1121
20
28.5

98.8
7.8
55

39.6
0.2

7.8
6.4
7.0

1.3
78.6
67.7
46.7
92.3

0.8

FY21

4.5
18.3
116.3
2.0
(96.0)

191.9
7.5
7.2

52.7
0.2

4.0
3.3
3.0

0.8
103.3
81.8
69.5
122.9

1.0

FY22

21.7
38.0
141.1
55
231

40.3
6.2
4.4

22.8
0.6

16.8
10.0
13.2

1.3
94.6
75.8
56.9

124.5

0.9

FY23E

22.4
38.7
159.5
4.0
17.9

38.9
55
4.2

20.7
0.5

14.9
9.4
11.8

1.1
94.6
75.8
50.0

144.4

0.8

FY24E

33.0
49.2
188.6
4.0
12.2

26.5
4.6
3.6

16.8
0.5

19.0
11.6
144

1.3
94.6
85.0
50.0

158.5

0.6

FY25E

39.5
56.9
224.1
4.0
10.1

221
3.9
32

14.3
0.5

19.2
12.7
16.1

14
100.0
90.0
50.0
169.0

0.5

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

Source- Company, Yes Sec
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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.

@ +91 22 68850521 | X 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
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