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About the stock: Sansera Engineering (SEL), est. in 1981, is a Bengaluru based, )
engineering led, integrated manufacturer of critical precision forged components Particulars +
(engine, non-engine) for end application, predominantly in auto domain. Particulars R crore -8
e FY24 sales: Auto ICE~76%; non-auto~12%; Tech agnostic & EVs~12% Market capitalisation 9,109 DQ'
Total Debt (FY24) 801
e FY24 geography mix: India ~69%; Europe ~18%; US ~10%; Others ~3% Cash & Investment (FY24) 64 é\
EV (X crore) 9,846 o]
Q2FY25 Result: Sansera Engineering reported steady performance in Q2FY25. On 52 ‘f"eek H_/L ) 1,758 /825 o
the consolidated basis, total operating income for the quarter stood at X 763 crore EZ:;%;?JZ'E;; X crore) 12 3 g
(up 10% YoY) with EBITDA at X133 crore and corresponding EBITDA margins at (@)

17.4% (up 30 bps QoQ). PAT in Q2FY25 came in at X50.7 crore (up ~8% YoY).
Revenue from domestic segment grew by 8% YoY while international operation
stagged a growth of 15% YoY in this quarter.

Shareholding pattern

Mar-24  Jun-24 Sep-24  Oct-24
Promoter 35.0 348 348 30.4

Fil 221 156 195 185
Investment Rationale Dil 286 347 325 396
Other 143 150 132 115
e Robust orderbook to drive healthy double-digit growth: Sansera Price Chart
Engineering is a prominent player in the auto component sector 2.000
specializing in the production of precision forged parts such as connecting 53888 1'500
rods, rocker arm, crankshaft, etc. in Auto ICE domain; suspension parts, 15000 1'000
braking components and aluminium forged components in Auto Tech 10000 5'00
y . - . . . 5000 <|
agnostic domain, drive train components in EV domain and structured o+—vr " 10
parts in non-auto space (Aerospace, Defence, Off-Road segment, etc.). S §IQIIII
SEL boast robust orderbook of ~%2,000 crores as of H1FY25, with 51% 38585358 ¢
orders from emerging and margin accretive segments (Non-auto and Auto
Nifty (LHS) SEL (RHS)

Tech Agnostic & xEV). Notably, ~60% of these orderbook are from
international market. Thus, with proven capabilities & capacities in place,
SEL is strategically positioned to evolve into a globally recognized
precision engineering company. We have baked in 17% revenue CAGR
over FY24-27E, potentially reaching to ~X 4,500 crore by FY27E.

o Diversification in progress, auto tech & non-auto domains to outgrow:
As of H1FY25, SEL derives ~73% of its revenue from Auto-ICE segment
while it realises balance ~16% of sales from Auto Tech Agnostic & EV
segment and ~11% from non-auto segment. Sensing relatively higher ICE
exposure, SEL is proactively implementing a strategy to diversify its
revenue stream by reducing auto-ICE share of sales to 60% and augment
share of tech agnostic-auto and non-auto share of sales to 20% each in
years to come. The management aims to grow the non-auto segment
(defence, aerospace & semiconductors) with a CAGR of 35%-40%. SEL is
making tangible progress by wining new orders in this direction.

Rating and Target Price

e  With robust order book backed high double-digit growth on the anvil, we
have a positive view on Sansera amid structural positives being net debt
free b/s & healthy double-digit margins and return ratios profile. We retain
our BUY rating on SEL, valuing it at X 2,000 i.e., 26x PE on FY27E.

Key Financial Summary

Recent event & key risks

Raises Equity in the form QIP
amounting to X1200 crores.

e Key Risk: (i) slower than built in
sales growth amid geopolitical
tensions (export) (ii) lower than
anticipated gains in margins.
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Key Financials 5 year CAGR 3 year CAGR
(% crore) FY20 FY21 FY22 FY23 FY24 (FY19-24) FY25E FY26E FY27E (FY24-27E)
Net Sales 1,457 1,549 1,989 2,346 2,811 11.6% 3,174 3,729 4,500 17.0%
EBITDA 225 272 334 385 480 10.7% 561 690 877 22.3%
EBITDA Margins (%) 15.4 17.6 16.8 16.4 17.1 17.7 18.5 19.5
Net Profit 80 108 130 146 186 14.1% 253 355 471 36.4%
EPS (R) 15.4 20.7 25.0 27.6 34.6 41.2 57.9 76.8
P/E 96.4 71.7 59.4 53.8 42.9 36.0 25.7 19.3
RoNW (%) 10.5 12.3 12.7 12.5 13.8 9.1 11.4 13.3
RoCE (%) 8.2 10.5 11.3 12.2 14.0 12.3 14.1 16.6

Source: Company, ICICI Direct Research
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Key Takeaways of Recent Quarter

Q2FY25 Results: Reported Steady Performance

e  On the consolidated basis, the total revenues basis for the quarter stood
at X 763 crore (up 10% YoY). Revenue from domestic segment grew by 8%
YoY whereas international segment stagged at growth of 15% YoY

e Auto ICE segment reported a ~9% YoY growth driven by two-wheeler
segment, which has grown ~21% YoY in this quarter. Non-Auto Sector
reported a decline of 20% YoY, primarily due to weak performance in off-
road and agriculture segment. Emerging Segments (Tech Agnostic, xEV):
reported a sharp growth of 53% YoY, propelled by ramped up of large
orders, particularly from North America.

e Reported consolidated EBITDA stood at X133 crore and corresponding
EBITDA margins at 17.4%, up 30 bps QoQ. PAT in Q2FY25 came in atX51
crore, up ~8% YoY. Net debt for the quarter stood at ~X 880 crores as of
Sept’24. Capex for H1IFY25 stood at ~X 294 crores.

Q2FY25 Earnings Conference Call Highlights:

e Order Book: As of 30t Sept,'24, Order book stands at ~X 2,000 crore, with
more than 50% of orders from non-auto, tech-agnostic, and xEV. Notably,
~60% of order book is coming from the international markets. Within X 500
crores order book from non-auto, 30% to 35% of order book comprises of
aerospace segment. Order book for aluminium forging segment stands at
X 350 cores and expects to execute 80%-85% of these in FY26.

e Capacity Expansion: SEL has signed a letter of allotment for 55-acre land
parcel in Karnataka (looking to set up a greenfield facility). Over 60% of
new Capex has been allocated towards Tech Agnostic and Non-Auto
components. Other key expansion includes a special process plant for
aerospace and a new facility in Sweden to support automation and new
orders. Additionally, it also plans to invest in warm and hot forging
capabilities, particularly in Aluminium components for EVs and high-
performance applications.

e Capex: Total Capex for FY25 remains within previously guided range of
INR 425-450 crore, excluding additional investments in new land parcels.

e QIP Utilization: Out of X 1,200 crores raised from the recent QIP, SEL plans
to utilized X 700 crore to reduce debt thereby aiming to save approximately
INR 55 crore annually in interest expenses. Remaining will be utilized for
capacity expansion with one of the company’s plans is setting up a small
assembly plant in USA.

e Swedish Operations: SEL Swedish facility reported a 6.7% EBITDA margin
in Q2FY25 and expects to sustain 10-12% margins by the end of FY25. This
margin expansion will be supported by price adjustments, new orders, and
automation projects.

e Strategic Investments: SEL recently entered the semiconductor equipment
space and signed an MOU with Dynamitic Technologies for aerospace
components, targeting Airbus A220 parts. Additionally, the MOU with
Dynamic Technologies is expected to yield X 53 crore annually from Airbus
A220 parts and may expand into further aerospace opportunities.

e Guidance: SEL remains committed to outperform the industry growth by
8% -10%. With diversification strategy towards higher product mix, cost
optimization initiatives, and higher capacity utilization, will help in
expanding the margins going forward. Moreover, SEL expects non-auto
segment to grow 35% to 40% CAGR over the next two to three years, with
aerospace and defense space expects to grow at a CAGR of 40% to 50%
in this period. Additionally, agriculture sector is poised for recovery due to
favourable monsoon conditions, while the aerospace sector should see
renewed momentum following production backlogs from a key customer.

ICICI Securities | Retail Research 2
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Key Charts from PPT
Exhibit 1: Segment wise orderbook

Expanding product portfolio and customer base with a focus on capitalizing on the high-growth emerging segments

Segment wise Orderbook* Orderbook Build-up*

Rs.19.3Bn Rs.204Bn Rs.159Bn Rs.16.9Bn Rs.20.1Bn

Aerospace

1%
Non-auto [ & Defence
Auto-Tech o . ’ 26% N
Agnostic & xEV [k 3 8% 26% 6% . XEV 16%
Tech 10% 6 |

Agnostic

Auto-ICE
— PV +CV 32%

17%
Sep-23 Dec-23 Mar-24 Jun-24 Sep-24 31- New  Orders 31- New  Orders 31- 30- 30-
Mar-22 orders movedto Mar-23 orders movedto Mar-24 Jun-24 Sep-24
mass mass
v v v v v production production
Domestic 42% 41% 36% 37% 40%

Global 58% 59% 64% 63% 60% Represent orders which moved to mass

production as on 1-Apr-24, peak value of

these orders shall reflect in the topline
once they reach maturity

Represents LOIs / POs for which production has started beyond 1-Apr-2024 o is yet to start. 6

*Order book represents peak annual revenues for new business

Source: Company, ICICI Direct Research

Exhibit 2: Growth path — as the orderbook goes into execution

388 LOIs/Purchase Orders from 84 customers in the auto and 53 customers in the non-auto sector

INR in Mn

Il Auto-ICE

I Auto-Tech Agnostic
I xev

I Non-Auto

64.4%

In addition, the company is
continuously working on adding new
orders in all the segments

This orderbook is expected
to reach its peak annual
revenue in the next 3 years

17.7%

FY24 Operating Auto - ICE Auto - Tech Agnostic xEV Non-Auto Long term potential
Revenue

Source: Company, ICICI Direct Research

Exhibit 3: Share of Sales across geographies

Sales mix (%) Q2FY25 Q2FY24 Q1FY25 H1FY25 H1FY24 FY24
India 69.9% 71.3% 67.6% 68.8% 69.9% 68.7%
Europe 17.8% 16.4% 19.6% 18.7% 17.9% 18.4%
USA 8.3% 9.5% 10.1% 9.2% 9.2% 9.9%
Other Foreign Countries 4.0% 2.8% 2.7% 3.3% 3.0% 3.0%
International 30.1% 28.7% 32.4% 31.2% 30.1% 31.3%
Exports from India 25.5% 23.1% 27.4% 26.3% 23.7% 252%
Sweden Sales 4.6% 5.6% 5.0% 4.8% 6.4% 6.1%
TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: Company, ICICI Direct Research
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Financial Summary

ICICI Direct Research

(Year-end March) FY24 FY25E FY26E FY27E (Year-end March) FY24  FY25E  FY26E  FY27E
Net Sales 2,811 3,174 3,729 4,500 Profit after Tax 186 253 355 471
Other Operating Income 0 0 0 0 Add: Depreciation 149 180 214 244
Total Operating Income 2,811 3,174 3,729 4,500 (Inc)/decin Current Assets -84 -120 -177 -246
Growth (%) 19.8 12.9 17.5 20.7 Inc/(dec) in CL and Provisions 61 45 83 115
Raw Material Expenses 1,218 1,300 1,529 1,845 Others 77 51 10 9
Employee Expenses 380 442 503 562 CF from operating activities 389 409 485 594
Other Operating Expense 734 872 1,007 1,215 (Inc)/decin Investments -30 -305 215 60
Total Operating Expenditure 2,332 2,613 3,039 3,622 (Inc)/decin Fixed Assets -348 -500 -600 -600
EBITDA 480 561 690 877 Others -15 3 3 0
Growth (%) 24.7 16.8 23.0 27.2 CF from investing activities -393 -802 -382 -540
Depreciation 149 180 214 244 Issue/(Buy back) of Equity 0 2 0 0
Interest 77 51 10 9 Inc/(dec) in loan funds 89 -700 -50 0
Other Income 2 16 15 13 Dividend & interest -93 -74 -41 -49
PBT 256 346 480 637 Inc/(dec) in Share Cap 0 0 0 0
Exceptional Item & Ml 1.3 3.1 3.0 3.3 Others 10 1,198 0 0
Total Tax 69 90 122 162 CF from financing activities 6 426 -91 -49
PAT 186 253 355 471 Net Cash flow 1 33 12 5
Growth (%) 27.0 36.2 40.3 32.8 Opening Cash 62 63 96 108
EPS (R) 34.6 41.2 57.9 76.8 Closing Cash 63 96 108 112
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

(Year-end March) FY24 FY25E FY26E FY27E (Year-end March) FY24  FY25E FY26E FY27E
Liabilities Per share data (X)

Equity Capital 10.7 12.3 12.3 12.3 EPS 34.6 41.2 57.9 76.8
Reserve and Surplus 1,337 2,765 3,089 3,621 Cash EPS 62.5 70.6 92.8 116.6
Total Shareholders funds 1,347 2,777 3,102 3,533 BV 251.3 452.8 505.7 576.0
Total Debt 801 101 51 51 DPS 3.0 3.8 5.0 6.5
Deferred Tax Liability 69 69 69 69 Cash Per Share 11.7 15.6 17.6 18.3
Minority Interest / Others 145 153 161 166 Operating Ratios (%)

Total Liabilities 2,363 3,101 3,383 3,819 EBITDA Margin 17.1 17.7 18.5 19.5
Assets PAT Margin 6.6 8.0 9.5 10.5
Gross Block 2,303 2,836 3,286 3,686 Inventory days 54.4 55.0 55.0 55.0
Less: Acc Depreciation 756 936 1,150 1,394 Debtor days 60.0 60.0 60.0 60.0
Net Block 1,547 1,900 2,136 2,292 Creditor days 46.2 45.0 45.0 45.0
Capital WIP 84 50 200 400 Return Ratios (%)

Total Fixed Assets 1,630 1,950 2,336 2,692 RoE 13.8 9.1 114 13.3
Investments 78 383 168 108 RoCE 14.0 12.3 14.1 16.6
Inventory 419 478 562 678 RolC 14.9 14.3 15.9 19.2
Debtors 462 522 613 740 Valuation Ratios (x)

Loans and Advances 4 5 6 7 P/E 42.9 36.0 25.7 19.3
Other Current Assets 52 52 54 56 EV /EBITDA 20.5 15.7 13.0 10.3
Cash 63 96 108 112 EV /Net Sales 3.5 2.8 2.4 2.0
Total Current Assets 1,000 1,153 1,342 1,593 Market Cap / Sales 3.2 2.9 2.4 2.0
Current Liabilities 356 391 460 555 Price to Book Value 5.9 3.3 2.9 2.6
Provisions 4 5 6 7 Solvency Ratios

Current Liabilities & Prov 430 475 558 673 Debt/EBITDA 1.7 0.2 0.1 0.1
Net Current Assets 570 678 785 920 Debt / Equity 0.6 0.0 0.0 0.0
Others Assets 84 89 94 99 Current Ratio 2.6 2.7 2.7 2.6
Application of Funds 2,363 3,101 3,383 3,819 Quick Ratio 1.4 1.5 1.4 1.4

Source: Company, ICICI Direct Research
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RATING RATIONALE

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

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

Sell: <-15%
ﬂICICI direct.com| No
huvulln'nu'o,n.:ow Fingertips BROKER
ICICI Securities Ltd. |[@ 75 akmins
3 Analyst Award 2012 e
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

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

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.
ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
— INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi,
Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various
subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of
which are available on www.icicibank.com.

Investments 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 Agarwal
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

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
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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
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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 Retail Research. The views and
opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
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obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities
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circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not
treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment
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may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

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

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report
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ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.
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