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Garden Reach Shipbuilders

Defence

Impressive growth in store, but it is all in the price

We attended the Q1FY25 concall of Garden Reach Shipbuilders (GRSE). Key points: i) Orderbook at end-Q1FY25 was
INR 252.3bn, ii) four major contracts worth INR 15-16bn (exports INR 7bn) were executed in Q1, iii) RFPs of projects
worth INR 85-90bn are likely within a year and there is a healthy prospective pipeline of >INR 1,300bn beyond that, iv)
current orderbook may be executed by FY27, v) RFP of next gen corvette (NGC) is out, and management expects L1 to
be declared in next four months. Going ahead, management has guided for revenue growth of 25-30% for FY25-26
while maintaining its PAT margins at 7.5-8%. Despite our estimates being at the higher end of the management’s
guidance, we believe returns are capped. Maintain SELL with DCF-based TP of INR 515.

GRSE concall takeaways Amit Dixit

Orderbook: Total orderbook stands at INR 252.3bn as of Q1FY25-end. ignlitgjzixgcgi;i;i;ggurities.com
Breakup i) P-17 (A)- INR 143.9bn, ii) anti-submarine shallow water craft- Mohit Lohia

INR 46bn, iii) survey vessel large - INR 8.55bn, iv) next gen ocean going mohit.lohia@icicisecurities.com
vessels - INR 31.8bn, v) exports orders - INR 7.5bn, vi) oceanography  Pritish Urumkar

vessel - INR 8bn and vii) other orders worth INR 2-2.5bn. Pritish.urumkar@icicisecurities.com

Current projects under execution: The Indian Navy projects include: i)
Three nos. of P17 (A) frigates, ii) eight anti-submarine shallow water craft,
iii) three survey vessels large, iv) four next-generation ocean-going patrol  Market Data

vessels. Apart from this, GRSE is also executing an oceanographic  “\qriet Cap (INR) 225bn
research vessel (Ministry of Earth Sciences), four export projects, one  Market Cap (USD) 2,686mn
Ocean-Going tug, an advanced 1,000-meter cube copper trencher, three ~ Bloomberg Code GRSE IN
fast patrol boats, and four multipurpose vessels. I (Gl LB
52-week Range (INR) 2,835 /595

e Anticipated orders: 1) Two coastal research vessels for Geological Survey  Free Float (%) 26.0
ADTV-3M (mn) (USD) 97.8

of India; 2) two advanced hybrid vessels for Government of West Bengal,
from Indian Navy; 3) two multipurpose vessels worth ~INR 12bn; 4) five

. Price Performance (%) 3m 6m 12m
NG survey vessels; 5) 21 Water Jet FAC; 5) 12 mine countermeasure

vessels; 6) 22 interceptor boats; 7) P17 Bravo; 8) landing platform dock, szzli\l:faeto Sensex 32461 Egg 132;
from Indian Coast Guard; 9) 6 NG Ocean-Going vessels; and 10) 18 NG
fast patrol vessels.
Financial Summary

Y/E March (INR mn) FY23A FY24A FY25E FY26E

Net Revenue 25,611 35,926 50,141 60,884

EBITDA 1,490 2,341 2,664 3,377

EBITDA Margin (%) 0.1 0.1 0.1 0.1

Net Profit 2,281 3,573 4,264 6,101

EPS (INR) 19.9 31.2 37.2 53.3

EPS % Chg YoY 0.2 0.6 0.2 0.4

P/E (x) 98.8 63.1 52.8 36.9 .

EV/EBITDA (x) 127.4 847 51.3 42.0 Previous Reports

RoCE (%) 0.1 0.1 0.1 0.1 10-08-2024: Q1FY25 results review

RoE (%) 0.2 0.2 0.3 0.3 28-05-2024: Q4FY24 concall update

Please refer to important disclosures at the end of this report
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GRSE concall takeaways (Cont.)

P17-A project: 1% ship has reached ~75% of construction - expected delivery by
end-FY26; 2" ship has reached ~60% of construction - expected delivery by
Feb'26; and 3) 3™ ship has reached ~50% of construction - expected delivery
Sep'26.

Survey vessel large project: 1% ship has been delivered; 2" ship has completed all
trails - delivery likely to be done by Sep'24; 3™ ship has reached ~74% of
construction; and 4% ship has reached ~70% of construction.

Anti-Submarine Shallow Water Craft project (8 ships for GRSE out of total 16
ships): 1% ship is getting ready for trials; 2" ship has reached ~65% of construction;
and 3™ ship has reached ~55% of construction.

NG OPV project (4ships): 15 ship has reached ~25% of construction; 2" ship has
reached ~25% of construction; and rest two ships have gone under production.

GRSE has enhanced its contribution from 1% ship repairs to ~5% of revenue in last
5 years

GRSE has concluded four new contracts in past 2-3 months (worth INR 15-16bn)
which include: i) Construction and delivery of an ocean research vessel (valued at
INR 8.4bn) for National Centre for Polar and Ocean Research (NCPOR), to be
delivered in 42 months; ii) construction of advance ocean-going tug for Ministry of
Defence, Bangladesh (valued at USD 21mn); iii) advanced dredger for the
Government of Bangladesh (valued at USD 16.6mn) and iv) construction of four
multi-purpose vessels for Germany based Carsten Rehder Schiffsmakler and
Reederei GmbH & Co. KG (valued at USD 45mn) to be delivered in 33 months.
Further, the company was declared L-1 in building research vessel for the DRDO
(value INR 5bn); the contract is currently under negotiation. Given the current
situation in Bangladesh, we may expect some delays in execution of orders of
Bangladesh government.

GRSE has been declared L-1 for i) a project for the DRDO, ii) two coastal research
vessels (Geological Survey of India), and iii) two projects for advanced hybrid
vessels for WB government.

Projects with RFP likely in next one year: RFPs for two multipurpose vessels
(order value: INR 12bn), five next-generation survey vessels (order value: INR 20-
30bn), 22 nos. of water jets (order value: INR 22bn), 22 nos. of interceptor boats
(order value: INR 12bn), and six next generation ocean going vessels (order value:
INR 20bn).

Projects with RFP expectation after one year: 12 nos. of mine countermeasure
vessels (AON value: INR 320bn), two nos. of landing platform dock (order value:
250-300bn), 18 nos. of next generation fast patrol vessels (order value: INR 40bn),
P17 Bravo ships (order value: INR 700bn).

Next-Generation Corvette Project: RFP is out, bid submission likely by Aug'24
end. It takes around four months to declare L1 and another 6-9 months for
contracts to be awarded. L-1 to get five ships and L-2 to get two ships.

The percentage of Bangladesh orders put together is just 1.2% of the total
orderbook. The impact is insignificant.

GRSE has guided for revenue growth of 25-30% for FY25 and FY26; it maintains
its PAT margins at 7.5-8%.

The current shipbuilding capacity is for concurrent construction of 20 platforms,
thatis 8 large and 12 small and medium. By the end of CY24, shipbuilding capacity
will enhance from 20 to 24 ships. Also, it has taken pre-dried-out on long-term for
ship repairs.
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Shareholding pattern

% Dec‘23 Mar‘24 Jun‘24
Promoters 74.5 745 74.5
Institutional investors 8.9 9.5 7.2

MFs and others 53 5.3 2.5

Fls/Banks 0.7 0.7 0.8

Insurance 0.0 0.0 0.0

Flls 29 35 3.9
Others 16.6 16.1 18.3
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Financial Summary
Profit & Loss

(Rs mn, year ending March)

Cashflow statement

(Rs mn, year ending March)

FY23A FY24A FY25E FY26E
Net Sales 25,611 35,926 50,141 60,884
Operating Expenses 24,121 33,585 47,477 57,508
EBITDA 1,490 2,341 2,664 3,377
EBITDA Margin (%) 0.1 0.1 0.1 0.1
Depreciation & Amortization 392 413 405 397
EBIT 1,099 1,928 2,259 2,980
Interest expenditure 65 115 50 50
Other Non-operating 2018 2996 3531 5282
Income
Recurring PBT 3,052 4,809 5,740 8,212
Profit / (Loss) from
Associates ) ) . .
Less: Taxes 771 1,237 1,476 2,111
PAT 2,281 3,573 4,264 6,101
Less: Minority Interest - - - -
Extraordinaries (Net) - - - -
Net Income (Reported) 2,281 3,573 4,264 6,101
Net Income (Adjusted) 2,281 3,573 4,264 6,101
Source Company data, I-Sec research
Balance sheet
(Rs mn, year ending March)
FY23A FY24A FY25E FY26E
Total Current Assets 98,951 94,458 157,648 1,62,377
of which cash & cash eqv. 45,615 37,203 98,598 93,486
Total Current Liabilities & 93476 85645 145911 145888
Provisions
Net Current Assets 5,475 8,813 11,737 16,489
Investments - - - -
Net Fixed Assets 5,076 4,926 5,121 5,324
ROU Assets - - - -
Capital Work-in-Progress 60 248 248 248
Total Intangible Assets - - - -
Other assets 3,672 2,888 2,888 2,888
Deferred Tax Assets - - - -
Total Assets 14,283 16,874 19,993 24,948
Liabilities
Borrowings - - - -
Deferred Tax Liability 145 140 140 140
provisions - - - -
other Liabilities - - - -
Equity Share Capital 1,146 1,146 1,146 1,146
Reserves & Surplus 12,993 15,589 18,708 23,663
Total Net Worth 14,138 16,734 19,853 24,808
Minority Interest - - - -
Total Liabilities 14,283 16,874 19,993 24,948
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Sep-23 Dec-23  Mar-24 Jun-24
Net Sales 8,979 9,231 10,157 10,097
% growth (YOY) 31.7 32.1 69.0 33.6
EBITDA 488 487 906 563
Margin % 5.4 5.3 8.9 5.6
Other Income 715 815 759 739
Extraordinaries - - - -
Adjusted Net Profit 809 884 1,123 875

Source Company data, I-Sec research

FY23A FY24A FY25E FY26E
Operating Cashflow 14,502 (7,069) 59,660 (8,600)
Working Capital Changes 13,621 (8,399) 58,471 (9,865)
Capital Commitments (423) (481) (600) (600)
Free Cashflow 14,080 (7,550) 59,060 (9,200)
Other investing cashflow (16,240) 11,038 3,631 5,282
Cashflow from Investing ;5 cea) 10557 2931 4,682
Activities
Issue of Share Capital - - - -
Interest Cost (53) (115) (50) (50)
Inc (Dec) in Borrowings 3,000 (2,456) - -
Dividend paid (727) (987) (1,146) (1,146)
Others - - - -
Cash flow from Financing
Activities 2,203 (3,575) (1,196) (1,196)
Chg. in Cash & Bank 43 (87) 61,395 (5,113)
balance
Closing cash & balance 27,587 45,528 98,598 93,486

Source Company data, I-Sec research
Key ratios
(Year ending March)

FY23A FY24A FY25E FY26E
Per Share Data (INR)
Reported EPS 19.9 312 37.2 53.3
Adjusted EPS (Diluted) 19.9 312 37.2 53.3
Cash EPS 233 348 40.8 56.7
Dividend per share (DPS) 5.8 7.0 10.0 10.0
Book Value per share (BV) 1234 146.1 173.3 216.6
Dividend Payout (%) 29.1 22.4 26.9 18.8
Growth (%)
Net Sales 0.5 0.4 0.4 0.2
EBITDA 0.1 0.6 0.1 0.3
EPS (INR) 0.2 0.6 0.2 0.4
Valuation Ratios (x)
P/E 98.8 63.1 52.8 36.9
P/CEPS 843 56.5 48.2 34.7
P/BV 15.9 135 113 9.1
EV /EBITDA 127.4 84.7 51.3 42.0
P/ Sales 9.2 6.6 4.7 39
Dividend Yield (%) 0.0 0.0 0.0 0.0
Operating Ratios
Gross Profit Margins (%) 0.4 0.4 0.4 0.4
EBITDA Margins (%) 0.1 0.1 0.1 0.1
Effective Tax Rate (%) 0.3 0.3 0.3 0.3
Net Profit Margins (%) 0.1 0.1 0.1 0.1
NWC / Total Assets (%) - - - -
Net Debt / Equity (x) 3.2) (2.2) (5.0) (3.8)
Net Debt / EBITDA (x) (30.6) (15.9) (37.0) (27.7)
Profitability Ratios
RoCE (%) 0.1 0.1 0.1 0.1
ROE (%) 0.2 0.2 0.3 0.3
RolC (%) 0.0 (0.1) 0.0 0.0
Fixed Asset Turnover (x) 4.0 4.9 6.5 7.4
Inventory Turnover Days 585 551 401 374
Receivables Days 10 27 27 25
Payables Days 65 10 7 6

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Amit Dixit, PGDM, B.Tech; Mohit Lohia, CA; Pritish Urumkar, MBATech (Finance); 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. Analysts are not registered as research analysts by FINRA and are not associated
persons of the ICICI Securities Inc. 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. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
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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 — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
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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
and its analysts, persons reporting to analysts and their relatives are generally prohibited 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 businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional 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 Retail 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
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ownership of one percent or more or other material conflict of interest 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.

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical information, it
is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

India | Equity Research 5


http://www.icicibank.com/

Garden Reach Shipbuilders | Q1FY25 Concall Update | 15 August 2024

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122
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