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IPO ANALYSIS

Sector: Forging and High Precision Components
Issue Price: INR 808 to INR 850

Issue Size: INR 979 - 1,009 Crores

Issue Opens/Closes: Dec 19 / Dec 21

IPO Basics

Promoters: Paritosh Kumar, Ashish Garg, Megha Garg,
Ayush Capital & Financial Services Private Limited, Garg
Family Trust, Paritosh Kumar Garg (HUF) and Ashish Garg
& Sons (HUF)

Selling Shareholders: Paritosh Kumar Garg (HUF) and
India Business Excellence Fund — Il

Lead Managers: Axis Capital, JM Financial, Equirus
Capital, Motilal Oswal

Registered Office: Punjab

Registrar: Link Intime India Pvt Ltd.

Listing: BSE and NSE

IPO Capital Structure

4,705,882 equity shares

Fresh Issue upto INR 400 Cr

7,159,920 equity shares

Offer for Sale upto INR 609 Cr

Total Issue as % of total
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IPO NOTE

Happy Forgings Limited

Issue Highlights:
* Happy Forging Limited (HFL), established on July 2, 1979, ranks as India's 4th largest engineering-

led manufacturer specializing in complex, safety-critical, heavy forged, and high precision
machined components as of Fiscal 2023. They operate across the spectrum, handling engineering,
process design, testing, manufacturing, and supply of components that offer both margin
accretion and value addition.

e Their primary clientele includes domestic and global original equipment manufacturers (OEMs)
engaged in commercial vehicle manufacturing within the automotive sector. Additionally, HFL
serves a wide range of non-automotive sectors, supplying manufacturers of farm equipment, off-
highway vehicles, and industrial machinery for oil and gas, power generation, railways, and wind
turbine industries.

With over 40 years of experience, HFL has emerged as a key player in the domestic crankshaft
manufacturing industry, boasting the second-largest production capacity for commercial vehicle
and high horsepower industrial crankshafts in India. Their product range spans heavy forged and
machined items such as crankshafts, front axle beams, steering knuckles, differential cases,
transmission parts, suspension products, and valve bodies across various industries.

HFL stands out as one of the select companies capable of producing and supplying high precision
safety-critical components to leading OEMs in commercial vehicles, farm equipment, off-highway,
and industrial machinery for critical sectors like oil and gas, power generation, railways, and wind

10,
capital (Post-Issue) 12.60% turbines. Their technological edge includes possessing a 14,000-tonne forging press, a rare
Post Issue No. of Shares 94,204,882 capability with only four companies in India owning an 8,000-tonne or higher forging press.
Post Issue Market Cap INR 7,632 — 8,007 Cr . . . . . .
Face Value INR 2 e Their strategic focus on high horsepower engine segments safeguards them against potential
Issue Route Book Build Issue electric vehicle disruptions. The shift towards hydrogen, compressed natural gas (CNG), and
Allvalues caiculated at upper bond liqguefied natural gas (LNG) combustion engine technologies complements HFL's crankshaft
products with minimal or no alterations.
Financial Snapshot (INR in crs)
o . . . .
Y/E Mar Fy21 Y22 Y23 . Moreover, HFL? pl\{otal role as a supplier to the toP 5 Indlan'OEMs in the r’.ned|um.and heavy
- commercial vehicle industry, and four of the top 5 Indian OEMs in the farm equipment industry by
Equity Share 8.95 17.90 17.90
Capital : : : market share in Fiscal 2023, further solidifies their position in the market.
Reserves 636.21 769.72 970.41 . . . . L . . .
FE— TTET] T ssa31] ° Driven by th?lr expertise |n.mach|n|ng and. product value. addition, HFL achieved the highest
Revenue from Ops 534.96 260.05 1,196.53 EBITDA margin among peers in the last two fiscal years. Their revenue surged from X584.96 crore
Growth (%) _ 47.03% 39.12% in Fiscal 2021 to %1,196.53 crore in Fiscal 2023, marking a remarkable growth of 104.55%.
EBITDA 158.75 230.89 340.94
EBITDA (%) 27.14% 26.85% 28.49% Key Risks:
Net Profit 86.45 142.25 208.70 | e The company's reliance on its top 10 customers is significant, around 70% for FY23.
Net Profit (%) 14.78% 16.54% 17.44%
Basic EPS 9.66 15.90 23.32 | * The company heavily relies on crankshaft sales for revenue generation.
Diluted EPS 9.66 15.90 23.32 . . .
e Th n f commi reements with mer: Id ex h mpan fl ion
RONW (%) 13.20% 18.07% 21.12% . e absence of co tted agreements with customers could expose the company to fluctuations
ROCE (%) 16.13% 19.38% 24.24% in orders.
NAV (INR) 72.09 88.00 11043 | o pependence on a limited number of suppliers for steel, the primary raw material, raises
P/E (Based on Upper Band) 36.45 -
vulnerability.
Average Industry P/E 70.37
P/B (Based on Upper Band) 7.70 | e Incurred indebtedness and possible non-compliance with repayment and covenant terms in
Shareholding Pattern financing agreements present risks to the company's financial health.
Holders Pre-issue Post Issue Issue Size Issue Size
Promoters 88.24% 78.60% Particular No. of shares at No. of shares at Amount Lower Amount Upper % Of
Public 11.76% 21.40% articuiars Lower Band (Cr.) Upper Band (Cr.) band band Issue
Total 100.00% 100.00% (Rs. Cr.) (Rs. Cr.)
QB 0.60 0.59 489.26 504.30 | 50.00%
aetail Nibid between | | NIB 0.18 0.18 146.78 151.29 | 15.00%
Particulars Rs 2 lakhs- Rs -NIB1 (Bid between X 2 to
Category 10 lakhs Rs 10 lakhs 10 Lakhs) 0.12 0.12 97.85 100.86 -
Minimum Bid -NIB2 (Bid above X 10
Lot (Shares) 4 238 1,130 Lakhs) 0.06 0.06 48.93 50.43 -
Minimum Bid Retail 0.42 0.42 342.48 353.01 35.00%
Lot Amount X14,450 2,02,300 %10,11,500 Total 121 119 1,200.00 1008.59 | 100.00%
()
No of An Indicative Timetable Post Issue Closing
Applications 2,44,296 2,493 4,986 Particulars Tentative Date
for 1x Finalization of Basis of Allotment

December 22, 2023
December 26, 2023
December 26, 2023
December 27, 2023

Refunds/un-blocking of ASBA Accounts
Credit of Equity Shares to DP Ac
Trading Commences

Investors are advised to refer disclosures made at the end of the research report.
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BACKGROUND
Brief Biographies of Directors

Paritosh Kumar is one of the promoters and Chairman and Managing Director of the company. He has been associated with the company
since incorporation and accordingly has over 44 years of experience in the industrial sector.

Ashish Garg is a one of the promoters and Managing Director of the company. He has approximately 17 years of experience in the industrial
sector.

Megha Garg is one of the promoters and Whole-time Director of the company. She has approximately 8 years of experience in the industrial
sector.

Narinder Singh Juneja is the Chief Executive Officer and Whole-time Director of the company. He has over 35 years of experience in the
industrial sector. Prior to joining the company, he served as the assistant engineer with Krishna Forgings.

Prakash Bagla is the Nominee Director of the company. He has 18 years of experience in the finance and private equity sector. He joined MO
Alternates in 2007 and is responsible for deal sourcing, investing, monitoring, and managing exits. He represents India Business Excellence
Fund-Ill, on the Board of the company. He is also on the board of other companies namely VVDN Technologies Pvt Ltd, Simpolo International
Pvt Ltd, Simpolo Vitrified Pvt Ltd, Nexion International Pvt Ltd, Magicrete Building Solutions Pvt Ltd and Glass Wall Systems (India) Pvt Ltd. He
is currently designated as managing director at MO Alternates.

Satish Sekhri is an Independent Director of the company. He has experience in the field of sales and marketing and the industrial sector. He
is currently on the board of Harita Fehrer Ltd, JK Files and Engineering Ltd and Rico Auto Industries Ltd.

Vikas Giya is an Independent Director of the company. He has over 17 years of experience in the finance sector. He has been serving as a
full-time partner in Anup Kumar Jain and Co., Chartered Accountants since December 15, 2005.

Ravindra Pisharody is an Independent Director of the company. He has over 18 years of experience in marketing. Prior to joining the
company, he served as an executive director on the board of Tata Motors Ltd, and as a marketing director with BP India Pvt Ltd.

Rajeswari Karthigeyan is an Independent Director of the company. She has over 30 years of experience in the credit ratings sector. Prior to
joining the company, she served as an associate director of CRISIL Ratings Ltd.

Atul Behari Lall is an Independent Director of the company. He has more than 29 years of experience in the electronics manufacturing
services industry. He is currently a managing director on the board of Dixon Technologies (India) Ltd.

Pankaj Kumar Goyal is the Chief Financial Officer of the company. He has been associated with the company since April 1, 2013. He has over
10 years of experience in the finance sector.

Bindu Garg is the Company Secretary and Compliance Officer of the company. She has been associated with the company since November 2,
2021. She has over 18 years of experience in the finance and secretarial sector.

OBIJECTS OF THE ISSUE

Objects Amount (X Cr)
+ Purchase of equipment, plant, and machinery; 171.13*
+ Prepayment of all or a portion of certain outstanding borrowings availed by the company 152.76
 General Corporate Purposes [e]
Total [e]

* This does not include certain portions of the cost, amounting to 22.66 crore which will be borne by the company through internal accruals.
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OFFER DETAILS
Fresh Issue (X 400 Cr) Upto 4,950,495~ - 4,705,882* Equity Shares -

The Promoter Selling Shareholders:

Paritosh Kumar Garg HUF Upto 4,922,445 Equity Shares 2.02
The Investor Selling Shareholders:

India Business Excellence Fund-IlI Upto 2,237,475 Equity Shares 189.95

(~ at lower price band and " upper price band; ) WACA = Weighted Average Cost of Acquisition
SHAREHOLDING PATTERN

Promoter 78,970,000 88.24% 4,922,445 74,047,555 78.60%
Total for Promoter and Promoter Group 78,970,000 88.24% 4,922,445 74,047,555 78.60%
Public — Investor Selling Shareholders 10,529,000 11.76% 2,237,475 8,291,525 8.80%
Public — Other 0 0.00% 4,705,882 11,865,802 12.60%
Total for Public Shareholders 10,529,000 11.76% 6,943,357 20,157,327 21.40%
(" at upper price band )
PRODUCTS

HFL manufactures a wide range of heavy forged and machined products which include crankshafts, front axle beams, steering knuckles,
differential cases, transmission parts, pinion shafts, suspension products and valve bodies across industries

Crankshafts IRg Front Axle Components 1 Differential Case 1 i Suspension Products N
v 3 i

i
i

10to 210 kes 4 irmmb«m(mwml@mm (5 - 40 kgs) )} Brake Flange + Suspension Bracket i
| Knuckle (27 to 45 kgs) ' (5to 16 kes) !

~wr ) & Ow

S e S

r Wind Turbine Industry ! Oil and Gas Industry Transmission Parts s
| ' '
| Planetary Carrier (545 kes) + Pinion | Valve Body (45— 90 kgs) | Shafts + Crown Wheel + Ring Gears |
| Shaft (84 t0 200 kgs) + Housing (35t0 | H
1 |

H

b (5-95kes)

: l 105 kgs)

i)

Oil and Gas Power Generation

&
Raitays

Commercial Vehicle Farm Equipment Off Highway ‘Wind Turbine

The revenue from sale of products to automotive and non-automotive sectors for the years/ periods indicated:

Automotive
Sector
Non-Automotive
Sector
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KEY CUSTOMERS

HFL is a supplier to each of the Top-5 Indian OEMs, by market share, in the medium and heavy commercial vehicle industry and 4 of the Top-
5 Indian OEMs in the farm equipment industry by market share, in Fiscal 2023. Their long-standing relationships with their customers has

positioned them as a trusted supplier for several Indian and global OEMs.

AAM India Manufacturing Corporation Pvt Ltd;

Ashok Leyland Ltd;

Bonfiglioli Transmissions Pvt Ltd;
Dana India,

IBCC Industries (India) Pvt Ltd;
International Tractors Ltd;

JCB India Ltd;

Liebherr CMCtec India Pvt Ltd;
Mahindra & Mahindra Ltd;

Meritor HVS AB,

Meritor Heavy Vehicle Systems Cameri SPA,
SML ISUZU Ltd;

Swaraj Engines Ltd;

Same Deutz Fahr India Pvt Ltd;

Tata Cummins Pvt Ltd;

Watson & Chalin India Pvt Ltd (Hendrickson India CommercialVehicle
Systems),
Yanmar Engine Manufacturing India Pvt Ltd.

The revenue from customers, segregated on the basis of the years of relationship with such customers:

More than 10 years 14 44657  73% 14 43799  83% 19 810.64  76% 17 62353  79% 18 44187  81%
More than 5 but

ore than > years bu 4 46.99 8% 4 5526  10% 8 19157  18% 8 12579  16% 6 6912  13%
less than 10 years

5 years and less 41 117.60  19% 35 3412 6% 39 6475 6% 32 3625 5% 31 3675 7%

As of September 30, 2023, HFL served customers across 9 countries including Brazil, Italy, Japan, Spain, Sweden, Thailand, Turkey, the United
Kingdom, and the United States of America. The total revenue from contract with customers:

Brazil 3.86 3.02% 7.89 12.57% 12.89 9.31% 5.92 6. 82% 1.75 3.64%
Italy 20.88 16.33% 11.79 18.80% 26.25 18.97% 20.31 23.40% 10.35 21.52%
Spain 15.56 12.16% 11.45 18.26% 21.84 15.78% 11.33 13.05% 0.00 0.00%
Sweden 17.37 13.58% 17.66 28.16% 34.60 25.01% 22.43 25.83% 15.47 32.15%
Turkey 13.78 10.77% 11.73 18.72% 27.50 19.88% 25.96 29.90% 8.58 17.83%
Japan - - 0.00 0.00% - - 0.03 0.03% 0.23 0.49%
USA 3.09 2.41% 2.03 3.23% 8.63 6.23% 0.56 0.65% 11.72 24.37%
United Kingdom 53.30 41.69% 0.16 0.26% 6.65 4.81% - - - -
Germany 0.05 0.04% - - - - 0.27 0.32% - -
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HFL has earned several awards, such as the “Supplier Excellence Award” and accolades from major companies like VE Commercial Vehicles
Ltd for outstanding performance. They prioritize investments in machinery and equipment to expand forging and machining capabilities.
With a 14,000-tonne forging press, they can produce precise, heavier components, showcasing their capabilities in the Indian forging
industry.

They've strategically upgraded facilities, invested in technology, and conducted capital expenditure, resulting in a 39.13% increase in their
gross block as of March 31, 2023. These enhancements allow them to manufacture a diverse range of products, reduce costs, drive
productivity, and cater to future growth opportunities.

Operating three manufacturing facilities, they've significantly increased forging and machining capacities from 67,000 MT and 29,500 MT in
March 2021 to 120,000 MT and 47,200 MT as of September 30, 2023, respectively. Their focus on waste reduction, weight optimization,
value engineering, and automation has increased efficiency. Utilizing robots across their facilities and vertically integrated manufacturing
processes enable them to create high precision, safety-critical components for various industries.

HFL's consistent revenue growth is evident, with revenue rising from X584.96 crore in Fiscal 2021 to 1196.53 crore in Fiscal 2023, showing a
CAGR of 43.02%. Their restated profit has similarly grown from 86.45 crore in Fiscal 2021 to %208.70 crore in Fiscal 2023 at a CAGR of
55.38%.

REVENUE FROM OPERATIONS

(Zin Cr)

' Revenue from contract with customer ~ 616.24 528.31 1, 107352 793.70  548.67
Sale of finished goods 611.16 527.37 1,066.95 785.57 547.74
Sale of services 5.08 0.94 6.57 8.13 0.92
- Dye design and preparation charges 5.08 0.94 6.56 8.07 0.77
-Job work charges - 0.00 0.01 0.06 0.15
Other Operating revenue 56.67 71.50 123.01 66.34 36.29
- Sale of manufacturing scrap 49.60 42.87 87.42 64.39 34.48
- Government Grants 7.06 28.63 35.59 1.95 1.68
- Others - - - 0.01 0.14

Revenue from Sale of Forged Products

The revenue from sale of products from forging and machining

96 73

15. 83% 120. 37

22. 82%

227. 72 21. 34%

193. 52 24, 63%

14854 27.12%

Revenue from Sale of Machined Products

514. 43

84.17%  407.00 |

77. 18%

839.23  78.66%

59205  75.37%

39920 72.88%
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FEATURES OF COMPANY PRODUCTS

Crankstofs Differential case Steering Knuckie

Suspension Brackets and
Brake Ffanoges

HFL manufactures and supply a wide range of heavy forged and high precision machined components with closed tolerances (as low as
0.0005 to 0.2 millimetre) that are critical for engine, transmission suspension, braking and chassis for the commercial vehicles in the
automotive sector. They also manufacture and supply a wide range of precision components for non-automotive sector, particularly for the
manufacturers of farm equipment, off-highway vehicles and industrial machinery and equipment for oil and gas, power generation, railways
and wind turbine industries.

The products manufacture for various end-use industries in the automotive and non-automotive sectors:
End-Use Industry Products Supplied
Automotive

Commercial Vehicles Brake Flange, Crankshaft, Crown Wheel, Differential Case, Front Axle Beam, Pinion Shaft, Ring
Gear, Shafts, Steering Knuckle and Suspension Bracket

Non-Automotive

. Crankshaft, Crown Wheel, Differential Case, Pinion Shaft, Ring Gear, Shafts and SuspensionBracket
Farm equipment

. Crankshaft, Crown Wheel, Differential Case, Housing, Planetary Carrier, Pinion Shaft, Shaft and

Off-highway .
Suspension Bracket

Bush, Camshaft, Connecting Rod, Crankshaft, Crown Wheel, Differential Case, Housing, PlanetaryCarrier, Pinion

Shaft, Shafts, Suspension Bracket and Valve bodies

*Includes sale of products to manufacturers of industrial machinery and equipment for oil and gas, power generation, railways, and wind turbine industries.

Industrial*

Details of some of their products that the company manufactures:

Crankshaft: Converts piston motion into vehicle propulsion, offering customized crankshafts for commercial vehicles, farm equipment, and
power generation industries (10-210 Kgs).

Differential Case: Gears dividing engine power between axles, enabling safe, varied wheel speeds, forged and machined (5-40 Kgs).

Front Axle Beam: Supports the vehicle's front end and wheel connection, steel-made and drop-forged for strength (70-195 Kgs).

Steering Knuckle: A part of the vehicle's front suspension system, connecting wheel hub/spindle, forged (27-45 Kgs).

Planetary Carrier: Facilitates power transmission in automatic transmissions, windmills, and industrial gear systems, forged and machined (5-
45 Kgs).

Pinion Shaft: Transmits rotational energy in wind turbines, forged with precise designs (84-200 Kgs).

Housing: Encloses gearbox components, ensuring optimal performance, forged with weights ranging from 35 to 105 Kgs.

Suspension Brackets & Brake Flanges: Forged suspension components (brake flanges & suspension brackets) with weights between 5 and 16
Kgs per piece.

Systematix Shares and Stocks (India) Limited 6
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Transmission Parts: Offers crown wheels, ring gears, and shafts for manual and automatic transmissions, forged with weights ranging from 5
to 95 Kgs.

Valve Body: Forges stainless steel valve bodies for critical fluid control applications in harsh environments (45-90 Kgs).

Railway Parts (Bush, Camshaft, Connecting rod, Piston Pin): Bushes prevent metal contact, camshafts control engine valves

MANUFACTURING UNITS

e e 7S ™ ~
/O \\ /O \‘ /0 \‘ /0 \‘
1979 2008-09 \ 2020-22
Installed 8
Established with Commissioned the dedicated lines of
asingle unit for first 8,000 tonne single-piece flow
manufacturing forging press and for crankshafts and
bicycle crank installed model installed the third
arms. indi 8,000 tonne press
technology to
and six-cylinder
o i\ ¢ C 4 Whes / ‘ i) ¢
E)8(P) g (k)& (X)s 8 ¢ (&) 8 (&) s
Installed heavy- Centinved focusing Commissioned the Installed first
ot aien > o ; second 8,000 tomne 14,000 tonne
in producing capacity expansion press i
engine parts Also, into
and motor parts. new segments like
commercial
vehicles and
industrials.

2010-15

The production volume of the machined and forged products

Machined Products
Crankshaft 10,154.34 8,282.40 17,227.00 13,299.00 11,574.00
Others* 10,845.43 8,699.41 17,637.00 14,482.00 9,244.00

* Others include machining of products such as front axle beam, steering knuckle, differential case, brake flange, suspension bracket, planetary carrier, pinion shaft,
housing, bush, connecting rod, camshaft, piston pin, valve body, shafts, crown wheel and ring gears.

" Forged products include forging of brake flange, bush, camshaft, crankshaft, connecting rod, crown wheel, differential case, housing, planetary carrier, pinion shaft,
piston pin, ring gear, shafts, steering knuckle, suspension bracket and valve body. Also includes forging of products which underwent machining subsequently.

The annual installed capacity, annual average available capacity, actual production, and capacity utilisation for Forging:

Kanganwal-I 14,000 7,000 3,490.11 49.85% 14,000 7,000 562419  80.34%
Kanganwal-Il 53,000 26,500 19,809.23 74.75% 53,000 26,500 18,620.11 70.26%
Dugri 53,000 20,000 11,938.09 59.69% 14,000 7,000 5,568.16 79.54%
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Kanganwal- 14,000 14,000 11,397  81.41% 14,000 14,000 10,284  73.46% 14,000 14,000 10,230 73.07%
Kanganwal-II 53,000 53,000 36,421 68.72% 53,000 53,000 34,049 64.24% 53,000 53,000 30,221 57.02%
Dugri 40,000 27,000 11,369  42.11% 14,000 14,000 10,183  72.74% - - - -

The annual installed capacity, annual average available capacity, actual production,and capacity utilisation for machining:

Kanganwal Facility |

Crankshaft 16,000 8,000 6,644.18 83.05% 16,000 8,000 6,002.21 75.02%
Others 13,500 6,750 6,156.21 91.20% 13,500 6,750 5,081.18 75.27%
Total 29,500 14,750 12,800.39 86.78% 29,500 14,750 11,083.39 75.14%
Durga Facility

Crankshaft 6,000 4,000 3,510.16 87.75% 6,000 2,700 2,280.19 84.45%
Others 11,700 5,120 4,689.22 87.68% 8,600 4,000 3,618.23 90.45%
Total 17,700 9,120 8,199.38 89.90% 14,600 6,700 5,898.42 88.03%

Kanganwal Facility |

Crankshaft 16,000 16,000 12,485  78.03% 16,000 16,000 10,639  66.49% 16,000 16,000 11,574  72.34%
Others 13,500 13,500 10,302  76.31% 13,500 13,500 13,034  96.54% 13,500 13,500 9,244  68.48%
Total 29,500 29,500 22,787 77.24% 29,500 29,500 23,673 80.25% 29,500 29,500 20,819 70.57%
Durga Facility

Crankshaft 6,000 5,800 4,742  81.76% 4,000 4,000 2,660 66.49% - - - -
Others 10,600 8,700 7,335  84.31% 2,000 2,000 1,448 72.41% - - - -

COMPETITIVE STRENGTHS

Industry Position: HFL is India's 4th largest engineering-led manufacturer specializing in heavy forged and high precision machined
components. They focus on producing high-tolerance, safety-critical products.

Diverse Product Portfolio: Offers a diverse range of products, such as crankshafts, transmission parts, suspension products, serving various
industries including automotive, oil and gas, power generation, railways, and wind turbines.

Advanced Capabilities: Possesses a 14,000-tonne forging press, pioneering new products like planetary carriers, pinion shafts for wind
turbines, and front axles for electric buses. Utilizes advanced CAD/CAM technology for precision.

Diversified Business Model: Serves commercial vehicle OEMs and a variety of industries like farm equipment, off-highway vehicles, and
industrial machinery.

Systematix Shares and Stocks (India) Limited 8
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Customer Relationships: Maintains long-term relationships with over 9 countries, serving 66 customers in Fiscal 2023. Strong ties with Top-
10 customers for over 14 years on average.

Infrastructure and Efficiency: Operates 3 strategic manufacturing facilities in Ludhiana with upgraded capacities, ensuring cost advantages.
Utilization rates for forging and machining capacities at 62.96% and 79.24% respectively in Fiscal 2023.

Leadership and Financial Performance: Founded in 1979 by Paritosh Kumar, experienced in precision components manufacturing. The
management team holds extensive industry knowledge. Strong financial performance with high EBITDA margins and ROCE among peers in
recent years, leveraging growth opportunities in the industry.

KEY BUSINESS STRATEGIES

Leveraging Engineering Capabilities: HFL aims to grow its product range by leveraging its engineering expertise, focusing on industrial
applications. They've expanded into power generation, wind turbines, and electric buses.

Lightweight Forging: Introducing aluminium components to cater to the rising demand for lightweight materials in automotive, aerospace,
and defence industries.

Customer Relations and Business Expansion: The company aims to increase market share by deepening relationships with existing OEMs
and attracting new customers, recently supplying front axle beams to an Indian automotive manufacturer for electric buses.

International Market Expansion: Seizing opportunities presented by increasing global demand by leveraging their engineering strengths to
enhance exports.

Capacity Expansion and Efficiency Improvement: Investing in new machinery to expand forging and machining operations, focusing on
reducing operating costs and improving efficiencies through automation, solar panels, lead-time reduction, inventory management, waste
control, and optimized sourcing networks.

Inorganic Growth via Acquisitions: Continuously seeking strategic acquisitions and alliances that align with their growth strategy. Notably,
they've acquired production lines and machinery from international manufacturers in the past to expand their capabilities.

COMPETITION
HFL faces competition, both domestically and internationally, in relation to their products. Technology, price, design, quality, delivery, and
engineering capabilities are the primary elements of competition in the forging and machining industry.

Category Key Competitors
Forging and Bharat Forge, Sona BLW Precision Forgings, Uno Minda, CIE Automotive, Craftsman Automation,Ramkrishna
machining industry Forgings, Sansera Engineering, MM Forgings, Endurance and Cummin India
Sale of machined Bharat Forge, Craftsman Automation, RK Forging, Thysenkrupp, American Axle & Manufacturing,Tianrun Crankshaft
products and Guilin FUDA

COMPARISON WITH LISTED INDUSTRY PEERS (AS ON 31ST MARCH 2023)
Closing price Revenue from

Consolidated Face as at Dec’7, Operations EPS RoNW
Name of the Company /Standalone  Value 2023 (BSE) (XinCr) Basic  Diluted NAV P/E (%)
Happy Forgings Ltd Consolidated 2 - 1196.53 23.32 23.32 110.43 [&] 21.12%
Bharat Forge Ltd Consolidated 2 1,164.85 12,910.26 11.35 11.35 144.02 102.63 7.88%
Craftsman Automation Ltd Consolidated 5 5,163.75 3,182.60 @ 117.56 @ 117.56 651.68 43.92 18.04%
Ramkrishna Forgings Ltd Consolidated 2 761.65 3,192.90 15.52 15.43 82.67 49.36 18.77%
Sona BLW Precision Forgings Ltd Consolidated 10 577.50 2,655.01 6.76 6.75 39.12 85.56 17.26%

Source: RHP
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Comparison with listed industry peers

Revenue from Operations (X Cr) 673 7,651 2,217 1,874 1,519 600 5,928 1,453 1,524 1,237
Growth in revenue from operations (%) 12% 29% 53% 23% 23% NA 32% 44% 52% 15%
Gross Profit (X Cr) 378 401 1045 886 848 329 3319 734 752 660
Gross Margin (%) 56% 52% 47% 47% 56% 55% 56% 50% 49% 53%
EBITDA (X Cr) 195 1218 452 398 414 182 854 337 325 299
EBITDA Margin (%) 29% 16% 20% 21% 27% 30% 14% 23% 21% 24%
Profit After Tax (X Cr) 119 429 185 161 236 116 302 119 119 168
Return on Equity (“RoE”) (%) 11% 6% 12% 10% 9% 13% 5% 10% 10% 8%
Return on Capital Employed (“RoCE”) (%)” 12% 7% 11% 9% 12% 14% 4% 12% 9% 10%
Debt/Total Net Worth (in times) 0.23 1.01 0.86 0.99 0.12 0.29 0.94 0.59 1.17 0.08
Cash Conversion Cycle (days) 174 124 74 97 91 169 151 85 129 116
Gross Fixed Assets Turnover Ratio (in times) 0.74 Na Na Na Na 0.90 Na Na Na Na

Revenue from Operations (X Cr) 1,197 12,910 3,183 3,193 2,655 860 10,461 2,217 2,320 2,110
Growth in revenue from operations (%) 39% 23% 44% 38% 26% 47% 65% 42% 80% 35%
Gross Profit (X Cr) 645 695 1553 1582 1435 472 6245 1183 1160 1164
Gross Margin (%) 54% 54% 49% 50% 54% 55% 60% 53% 50% 55%
EBITDA (X Cr) 341 1722 684 692 672 231 2108 534 517 551
EBITDA Margin (%) 28% 13% 21% 22% 25% 27% 20% 24% 22% 26%
Profit After Tax (X Cr) 209 508 251 248 395 142 1077 163 198 362
Return on Equity (“RoE”) (%)” 21% 8% 17% 19% 17% 18% 16% 14% 18% 18%
Return on Capital Employed (“RoCE”) (%)" 24% 8% 18% 19% 21% 19% 13% 18% 13% 22%
Debt/Total Net Worth (in times) 0.22 1.02 0.80 0.99 0.09 0.31 0.85 0.63 1.48 0.04
Cash Conversion Cycle (days) 167 137 80 120 105 187 134 82 131 118
Gross Fixed Assets Turnover Ratio (in times) 1.40 1.41 1.06 Na 2.38 1.47 1.37 0.91 1.10 2.76

~not annualized
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DISCLAIMER

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such
information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one
should exercise due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should
not be construed as an offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance,
future returns are not guaranteed and a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the
report and these, plus any other information contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to
change without notice. This report is intended for distribution to institutional investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or
located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what
would subject to SSSIL or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in
such country, especially USA, the same may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into
the United States (to U.S. persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any
resident thereof. Any unauthorized use, duplication, redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the
report on a website or page, and/or providing to a third party a link, is prohibited by law and will result in prosecution. The information contained in the report is intended
solely for the recipient and may not be further distributed by the recipient to any third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory
board member of any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading
strategies to our clients that reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the
subject securities or issues and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and
views expressed by research analyst(s) in this report. The compensation of the analyst who prepared this document is determined exclusively by SSSIL; however,
compensation may relate to the revenues of the Systematix Group as a whole, of which investment banking, sales and trading are a part. Research analysts and sales persons
of SSSIL may provide important inputs to its affiliated company(ies).

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the
income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL,
its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action
taken on the basis of this report including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction
in the dividend or income, etc.

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and
buy or sell, the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation (financial interest) or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such
company (ies) or have other potential material conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those
of the analyst and the company may or may not subscribe to the views expressed therein.

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy,
completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, 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. The company accepts no
liability whatsoever for the actions of third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report
refers to website material of the company, the company has not reviewed the linked site. Accessing such website or following such link through the report or the website of
the company shall be at your own risk and the company shall have no liability arising out of, or in connection with, any such referenced website.

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be
liable for any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data
presented by SSSIL through this presentation.
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SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their
investment and tax consultants before taking any investment decisions based on this report.
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