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Summary

¢ Acquisition of Greenfuel marks LATL's foray into alternative fuel segment; acquisition is EPS accretive.
¢ The strategic move positions Lumax to capitalize on the anticipated growth of the CNG vehicle market in India.

¢ We maintain a Buy rating on the stock with a revised price target (PT) of Rs. 682, on anticipated improvement
in product mix, increased content per vehicle, and expanded growth opportunities supported by inorganic
growth opportunities.

¢ Stock trades at P/E multiple of 17.6x and EV/EBITDA multiple of 7.7x its FY26 estimates.

Lumax Auto Technologies (LATL) has decided to acquire a 60% stake in Greenfuel Energy Solutions Private
Limited (Greenfuel) for Rs 132.6 crore. Greenfuel is a prominent player in the alternative fuel sector (including
CNG and hydrogen) and reported a turnover of Rs 214 crore in FY24. The implied valuation of Greenfuel
equates to 1.03x FY24 sales. Greenfuel supplies to major OEMs such as Maruti Suzuki, Tata Motors and
VECV. The acquisition, expected to be finalized by November 2024 following the demerger of some ancillary
businesses from Greenfuel, is anticipated to enhance both EPS and RoCE for LATL, according to management.
Our primary reading suggests that given that the acquisition is expected to be accretive to RoCE and EPS, it
provides LATL an entry into the alternative fuel sector and an opportunity to broaden its product portfolio.
This acquisition will create cross-selling opportunities, increasing the content per vehicle and boosting the
proportion of four-wheelers in its overall portfolio. We remain optimisticabout LATL's diversification strategy
through inorganic route to enhance its revenue growth potential from the 4W segment, given consolidation
of IACl hasresulted into arise in business from the PV segment. Itis to be highlighted following the acquisition
of IACI, revenue from PVs rose from 29% in FY23 to 48% in FY24, while revenues from M&M increased from 7%
in FY23 to 26% in FY24.

¢ Greenfuel - Inroads into alternative fuel segment: Greenfuel Energy Solutions Private Limited (Greenfuel) is a
private company entirely owned by Mr. Akshay Kashyap and his family. Greenfuel specializes and focuses on two
main product areas - High-pressure fuel systems for vehicles running on CNG and hydrogen, and fire and smoke
safety systems for the automotive industry. The company has significant clients, including major car manufacturers
like Maruti Suzuki and TATA Motors, and benefits from strong technology partnerships that give it an edge in the
market. The company’s revenue has been growing over the past few years, with notable Increases from Rs 159
crore in FY22 to Rs 214 crore in FY24 (16% CAGR) . Additionally, Greenfuel has other business interests that will be
separated from the main company through a demerger and will not be part of the acquisition.

+ Benefits of the acquisition: The proposed acquisition marks LATL's initial entry into the green and alternative
fuels sector. By partnering with Greenfuel, Lumax will significantly broaden its range of solutions offered to
automotive OEMs in India. This strategic move positions Lumax to capitalize on the anticipated growth of the CNG
vehicle market in India, where major OEMs like Maruti Suzuki and TATA Motors have outlined ambitious expansion
plans. By integrating Greenfuel’s expertise and resources, LATL may enhance its product offerings and tap into this
growth potential, providing high-quality solutions to meet the OEMs’ evolving needs. The partnership will allow
LATL and Greenfuel to combine their strengths, with LATL leveraging its capabilities and Greenfuel continuing
to drive daily operations under the leadership of Mr. Akshay Kashyap and his experienced management team.
This collaborative effort is expected to strengthen LATL's position in the alternative fuels segment and contribute
positively to its EPS and RoCE, enhancing overall financial performance and market standing.

¢ Acquisition EPS accretive: After the successful integration of IACI with itself, the management has been looking
for a suitable inorganic opportunity to derisk its business and diversify its revenue mix, given LATL has been
exploring opportunities in new product lines including mechatronics, sensors and fuel-agnostic solutions. We
believe that Greenfuel’s acquisition would be in line with management'’s well-carved strategy. While the detailed
financials, funding arrangements and future growth prospects has not been disclosed yet but it has been indicated
that the Greenfuel’s acquisition would be earnings-accretive and hence we assume that it would enhance LATL's
proforma EBITDA by ~8% in FY26E on a line-by-line consolidation of Greenfuel’s financials with itself.

Our Call

Valuation - Maintain a Buy with a revised PT of Rs. 682: Given the stake Buy in Greenfuel would be EPS accretive
and offering an opportunity to play in CNG segment, we believe that this would further help LATL in diversifying its
product mix along with increase in exposure towards the four-wheeler segment. LATL has already begun supplying
components for Mahindra’s new 3X0 model, and IACI has added Tata Motors as its new customer. Following IACI’s
integration, revenue proportion from passenger vehicles (PVs) has been rising, which we believe will enhance content
per vehicle and profitability. In its traditional two-wheeler (2W) business, LATL is looking to expand in the premium
segment. With higher content per vehicle, increased wallet shares with existing customers and the potential to expand
its customer base, we remain positive about LATL's prospects. Recently, M&M and Tata Motors, which contributed 26%
and 4%, respectively, to LATL's revenue in FY2024, have announced a healthy pipeline of new launches. This presents
an opportunity for LATL to enhance its growth potential. Therefore, we maintain our Buy rating on the stock with a
revised PT of Rs. 682, based on the anticipated improvement in the product mix, increased content per vehicle, and
expanded growth opportunities supported by inorganic growth opportunities.

Key Risks

A slowdown in the economy and increased raw-material prices can put pressure on growth and margins and lead to
a decline in our projections.

Valuation (Consolidated) Rscr
Particulars | Fv22|  FY23| _ Fv24| _ FY25E| _ FY26E|
Revenues (Rs cr) 1,508 1,847 2,822 3,213 3,642
Growth (%) 36.1 225 52.7 13.8 134
AEBIDTA (Rs cr) 151 200 368 418 524
OPM (%) 10.0 10.8 13.0 13.0 14.4
Adj Net Profit (Rs cr) 71 102 130 161 221
Growth (%) 49.0 429 28.0 238 373
AEPS 104 14.9 19.1 23.6 325
P/E (x) 549 384 30.0 24.2 17.6
P/BV (x) 7.2 5.9 49 4.1 33
EV/EBIDTA (x) 24.9 20.5 11.2 9.8 7.7
ROE (%) 13.2 16.9 17.9 18.5 20.6
ROCE (%) 14.5 14.1 16.2 16.6 19.5

Source: Company; Sharekhan estimates
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Proforma EBITDA for FY26 may increase by ~8%
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Given the management’ indication of EPS accretive acquisition, our back of envelope calculation suggests that LATL's
proforma topline and EBITDA may increase by ~8% from our current estimates on assuming (1) Greenfuel’s business
will grow by 20% CAGR over FY24-26 due to low base and assuming continued traction in CNG segment (2) Greenfuel’s

margin at 14% in FY26 in line with LATL's margin aspirations.

Proforma estimates
Rs crore

LATL's existing estimates
Revenue

EBITDA

EBITDA margin

Greenfuel

Reported Revenue
EBITDA

EBITDA margin

Proforma combined entity
Revenue

EBITDA

EBITDA margin

Source: Company; Sharekhan Research

Change in earning estimates

\ FY24\ FY26E
2822 3642

368 524

13.0% 14.4%

214 308

43.1

14.0%

3950

568

14.4%

Earlier % change

Particulars

Revenue 3,213 3,642
EBITDA 418 524
EBITDA margin (%) 13.0 14.4
PAT 161 221
EPS (Rs) 236 325

Source: Company; Sharekhan Research
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3,213 3,642 - -
418 524 - -
13.0 144
161 221 - -
23.6 325 - -

Stock Update



Powered by the Sharekhan
3R Research Philosophy

Financials in charts

Revenue and Growth Trend
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Outlook and Valuation
B Sector Outlook - Auto demand reviving up

We stay positive on demand for the two-wheelers, PVs and CV industries in the medium term and expect a recovery
across sub-segments after the normalisation of economic activities, led by pent-up demand from rural, semi-urban,
and urban demand along with a favourable macro-outlook. 2W and PV demand is expected to remain strong, as a
preference for personal transport and the 2W segment remains the most affordable mode of transportation. Rural
sentiments may improve, aided by strong farming income and positive prediction for monsoon this year.

B Company Outlook - Strong growth visibility

Lumax Auto is witnessing a higher share of business from clients. In the 2W segment, the company received orders for
the supply of chassis for KTM (a division of Bajaj Auto) and plastic parts from Bajaj Auto and HMSI. In the PV segment,
the company has orders from leading OEMs such as Maruti Suzuki, M&M, and Tata Motors for the supply of gear
shifters, plastic parts, and air filter assemblies for their upcoming models. Moreover, with the advent of BS-VI emission
norms, the company has introduced new products such as urea tanks for PVs and CVs and oxygen sensors for two-
wheelers. New products will increase content per vehicle and drive the company’s growth. Moreover, the company is
aggressively focussing on aftermarket sales by increasing its retail presence. We expect Lumax Auto to benefit from
increased revenue per client and a richer product mix. Further the acquisition of IACI's business would improve overall
revenue mix and profitability profile.

H Valuation - Maintain Buy with a revised PT of Rs. 682:

Given the stake Buy in Greenfuel would be EPS accretive and offering an opportunity to play in CNG segment, we
believe that this would further help LATL in diversifying its product mix along with increase in exposure towards the
four-wheeler segment. LATL has already begun supplying components for Mahindra’s new 3X0 model, and IACI has
added Tata Motors as its new customer. Following IACI’s integration, revenue proportion from passenger vehicles
(PVs) has been rising, which we believe will enhance content per vehicle and profitability. In its traditional two-
wheeler (2W) business, LATL is looking to expand in the premium segment. With higher content per vehicle, increased
wallet shares with existing customers and the potential to expand its customer base, we remain positive about LATL's
prospects. Recently, M&M and Tata Motors, which contributed 26% and 4%, respectively, to LATLs revenue in FY2024,
have announced a healthy pipeline of new launches. This presents an opportunity for LATL to enhance its growth
potential. Therefore, we maintain our Buy rating on the stock with a revised PT of Rs. 682, based on the anticipated
improvement in the product mix, increased content per vehicle, and expanded growth opportunities supported by
inorganic growth opportunities.
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About company

Lumax Auto is part of Lumax — D. K. Jain Group. The company is a leading auto component manufacturer with a well-
diversified product portfolio. Lumax Auto supplies to most of the leading 2W OEMs in the country and is present
in the 2W and 3W segments (24% of revenue in FY24), passenger cars ( 48% of revenue in FY24),and aftermarkets
(14% of revenue in FY24) . Some of the products include intake stems, integrated plastic modules, 2W chassis and
lighting, gear shifters, seat structures and mechanisms, LED lighting, aerospace, and defence engineering services,
aftermarket, electrical and electronics components, and telematics products and services.

Investment theme

Lumax Auto is expected to be a beneficiary of improving the business outlook for the automotive business. The
company has a well-diversified customer and product portfolio, de-risking its business model from dependency on
one customer or one product. The company has a strong presence in the 2W and PV segments.We expect Lumax Auto
to be a beneficiary of demand in the 2W and PV segments. On account of strong OEM relationships, the company also
enjoys preference when it expands its product portfolio. We expect Lumax Auto to benefit from favourable changing
product trends such as shifting from halogen lights to LED lights in 2W/4W, increasing the use of lighter plastic
materials, and increasing automatic transmission in 4Ws (shifting from manual gears to automatic gears). Moreover,
we expect Lumax Auto to benefit from increased revenue per client and a richer product mix.

Key Risks
¢ Slowdown in economic activities can impact the company’s revenue growth.

¢ Pricing pressures from automotive OEMs can impact profitability.

Additional Data

Key management personnel

Mr. D. K. Jain Chairman

Mr. Anmol Jain Managing Director
Mr. Deepak Jain Director

Mr. Ashish Dubey Chief Financial Officer

Source: Company Website

Top 10 shareholders

Sr.No. Holder Name Holding (%)
1 Jain Deepak 18.96
2 Jain Anmol 18.95
3 Lumax Finance Pvt Ltd 17.77
4 DSP Investment Managers Pvt Ltd 8.93
5 Nippon Life India Asset Management 3.67
6 Griffin Growth Fund 3.38
7 Srimathi D 1.19
9 IDFC Mutual Fund/India 1.00
8 Caisse de Depot et Placement du Qu 0.76
10 ASHOKA INDIA EQUITY INVESTMENTS 0.62

Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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Understanding the Sharekhan 3R Matrix

Right Sector
Positive

Neutral

Negative

Right Quality
Positive

Neutral

Negative

Right Valuation
Positive

Neutral

Negative

Source: Sharekhan Research

Strong industry fundamentals (favorable demand-supply scenario, consistent industry
growth), increasing investments, higher entry barrier, and favorable government
policies

Stagnancy in the industry growth due to macro factors and lower incremental
investments by Government/private companies

Unable to recover from low in the stable economic environment, adverse government
policies affecting the business fundamentals and global challenges (currency
headwinds and unfavorable policies implemented by global industrial institutions)
and any significant increase in commodity prices affecting profitability.

Sector leader, Strong management bandwidth, Strong financial track-record, Healthy
Balance sheet/cash flows, differentiated product/service portfolio and Good corporate
governance.

Macro slowdown affecting near term growth profile, Untoward events such as natural
calamities resulting in near term uncertainty, Company specific events such as factory
shutdown, lack of positive triggers/events in near term, raw material price movement
turning unfavourable

Weakening growth trend led by led by external/internal factors, reshuffling of key
management personal, questionable corporate governance, high commaodity prices/
weak realisation environment resulting in margin pressure and detoriating balance
sheet

Strong earnings growth expectation and improving return ratios but valuations are
trading at discount to industry leaders/historical average multiples, Expansion in
valuation multiple due to expected outperformance amongst its peers and Industry
up-cycle with conducive business environment.

Trading at par to historical valuations and having limited scope of expansion in
valuation multiples.

Trading at premium valuations but earnings outlook are weak; Emergence of roadblocks
such as corporate governance issue, adverse government policies and bleak global
macro environment etc warranting for lower than historical valuation multiple.
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DISCLAIMER

This information/document has been prepared by Sharekhan Ltd. (SHAREKHAN) and is intended for use only by the person or entity to which it is
addressed to. This Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
or any other use is strictly prohibited. This information/ document is subject to changes without prior notice.

Recommendation in reports based on technical and derivatives analysis is based on studying charts of a stock’s price movement, trading volume,
outstanding positions, as opposed to focusing on acompany’s fundamentals and as such, may not match with a report on acompany’s fundamentals.
However, this would only apply for information/document focused on technical and derivatives research and shall not apply to reports/documents/
information focused on fundamental research.

This information/document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may receive this report
at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this information/report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable and SHAREKHAN has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavour
to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries and associated companies, their directors and employees
(“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other
reasons that may prevent SHAREKHAN and affiliates from doing so. This document is prepared for assistance only and is not intended to be and must
not alone be taken as the basis for an investment decision. Recipients of this report should also be aware that past performance is not necessarily
a guide to future performance and value of investments can go down as well. The user assumes the entire risk of any use made of this information.
Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in
the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine
the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. We do not undertake
to advise you as to any change of our views. Affiliates of Sharekhan may have issued other recommendations/ reports that are inconsistent with and
reach different conclusions from the information presented in this recommendations/report.

This information/recommendation/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 SHAREKHAN 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.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in securities of the company and that all the views expressed in
this document accurately reflect his or her personal views about the subject company or companies and its or their securities and do not necessarily
reflect those of SHAREKHAN. The analyst and SHAREKHAN further certifies that either he or his relatives or Sharekhan associates might have
direct or indirect financial interest or might have actual or beneficial ownership of 1% or more in the securities of the company at the end of the
month immediately preceding the date of publication of the research report. The analyst and SHAREKHAN encourages independence in research
report/ material preparation and strives to minimize conflict in preparation of research report. The analyst and SHAREKHAN does not have any
material conflict of interest or has not served as officer, director or employee or engaged in market making activity of the company. The analyst and
SHAREKHAN has not been a part of the team which has managed or co-managed the public offerings of the company, and no part of the analyst’s
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this document. Sharekhan Ltd or its
associates or analysts have not received any compensation for investment banking, merchant banking, brokerage services or any compensation or
other benefits from the subject company or from third party in the past twelve months in connection with the research report.

Either SHAREKHAN or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make market, act
as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities or
related securities referred to in this report and they may have used the information set forth herein before publication. SHAREKHAN may from time
to time solicit from, or perform investment banking, or other services for, any company mentioned herein. Without limiting any of the foregoing, in
no event shall SHAREKHAN, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability
for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management’s beliefs and opinions in
respect of the future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee
of future performance and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown
risks and uncertainties, which may cause actual performance and financial results in future periods to differ materially from any projections of
future performance or result expressed or implied by such forward-looking statements. Sharekhan/its affiliates undertakes no obligation to update
forward-looking statements if circumstances or management’s estimates or opinions should change except as required by applicable securities
laws. The reader/investors are cautioned not to place undue reliance on forward-looking statements and use their independent judgement before
taking any investment decision.

Investment in securities market are subject to market risks, read all the related documents carefully before investing. The securities quoted are for
illustration only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors.

Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited, Research Analyst Regn No.. INH000006183.
CIN: - U99999MH1995PLC087498.
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