Result Update

24" April 2025 Capital Goods

Performance on Expected Lines, Eyes on Synergies Moving Ahead!

Est. Vs. Actual for Q4FY25: Revenue: INLINE; EBITDA: BEAT; PAT: MISS

Changes in Estimates Post Q4FY25 Result

FY26E/FY27E: Revenue: 0%/1%; EBITDA: 0%/2%; PAT: 1%/1%

Recommendation Rationale

e Volume Growth Continues: PEL reported a 40% YoY increase in revenue, primarily fueled
by contributions from recent acquisitions, leading to a ~50% rise in sales volumes (17,185 MT
in Q4FY25 vs. 11,435 MT in Q4FY24). The company is also focusing on increasing capacity
utilisation, which is expected to drive volume growth going ahead.

e Commencement of new capacity: During the quarter, the company commissioned a new
production line at its Aurangabad facility, bringing its total sheet metal capacity to 72,000 MT.
The management expects a gradual increase in the utilisation of this capacity. It also
highlighted a robust pipeline for new machine component products, which has been further
enhanced with the start of machining operations for castings manufactured at DFPL.

e End-market demand improving: Management highlighted that the challenges in the LV
motor market are being resolved. While there are uncertainties related to US tariffs, the
company is cautiously optimistic about demand. It continues to witness healthy demand
across its major end-user industries, including railways, wind and hydro (under green energy),
pumps, and power generation.

e Maintains Growth Outlook: The company plans to generate Rs 750 Cr in revenue over the
next 18-24 months in the machined components segment. The company aims for a 10%
increase in volumes for FY26, targeting Rs 2,000 Cr in revenue for FY26 and Rs 2,100-2,200
Cr for FY27 (on a constant raw material cost basis). In terms of volumes, the goal is to reach
68,000 tonnes in FY26 and achieve full capacity utilisation of 72,000 tonnes in FY27.

Sector Outlook: Positive

Company Outlook & Guidance: Despite global geopolitical tensions and uncertainties in

international trade, the management remains cautiously optimistic and has set a revenue growth

target of 15% for FY26. The company has guided of 68,000 tons of volumes for FY26, and expects

FY26 revenue to be around Rs 2,000 Cr. For FY27, the company is targeting Rs 2,100-2,200 Cr of

revenue with lamination volumes in the range of 72,000 tons. While the revenue numbers may be

impacted by changes in raw material prices, the management expects strong EBITDA growth going
forward. Over the next 12—18 months, it anticipates a 75-100bps improvement in EBITDA margins,
driven by higher utilisations, cost-saving initiatives, and manpower and overhead rationalisation.

Current Valuation: 25x FY27EPS (Unchaged)

Current TP: Rs 1,350 /share(Earlier TP: 1,340/share)

Recommendation: We maintain our BUY recommendation on the stock.

Financial Performance

PEL reported revenue of Rs 469 Cr in Q4FY25, marking an increase of 43% YoY and 13% QoQ,

inline with our estimates. EBITDA stood at Rs 80 Cr, up 65% YoY and 20% QoQ, beating our

estimates of Rs 76 Cr. EBITDA margins stood at 17.1%, surpassing our estimate of 15.9%,

improving by 225 bps YoY. PAT came in at Rs 36 Cr, reflecting a 26% Qoq growth but a 10% YoY

decline, as compared to the previous year's quarter, which included a significantly higher share of
other income. Moreover, Q4FY25 results included contributions from recently acquired and merged

businesses and are not directly comparable to the previous year.

Key Financials (Consolidated)

(Rs Cr) Q4FY25 YoY (%) QoQ (%) Axis Est. Variance
Net Sales 469 40% 13% 480 -1%
EBITDA 80 54% 20% 75 6%
EBITDA Margin 17.1% 163bps 95bps 15.6% 120bps
Net Profit 36 -21% 26% 43 -5%
EPS (Rs) 9.6 -29% 26% 12.1 -5%

Source: Company, Axis Securities Research
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Outlook
The company has demonstrated strong volume growth over the past few quarters and is expected to rebound once the current near-term

uncertainties subside. It is also focusing on increasing the share of value-added products, which, along with rising international demand
and the addition of new businesses, supports its long-term growth prospects. While value-added products and exports generate higher
margins, the combination of increasing volumes and improved capacity utilisation is expected to enhance operating leverage, as fixed costs

remain largely unchanged, thereby driving margin expansion.

Valuation & Recommendation
We continue to value the stock at 25x its FY27 EPS and revise our target price to Rs 1,350/share (earlier Rs 1,340/share), implying an
upside of 37% from the CMP. We believe that despite the short-term dip in performance, the current valuations remain attractive.

Accordingly, we maintain our BUY rating on the stock.

Key Concall Highlights

. Company Performance: Consolidated revenue for the quarter increased by 40% YoY to Rs 469 Cr, while EBITDA grew by 54%
to Rs 80 Cr (excluding other income). EBITDA margin improved to 17.1%, while PAT decreased by 21% YoY. The YoY PAT
decline was because of high other income (related to incentives) in the previous Q4.

e Volumes: Sales volumes for the quarter stood at ~14k tonnes for laminations, 632 tonnes for castings, 1,270 tonnes for
machined components, 328 tonnes for stator frames, 750 tonnes for DFPL, and 15,214 tonnes for scrap & side trim coils. The
company reported robust improvement in capacity utilisation for castings. While the capacity utilisation for sheet metal and

machining was lower in percentage terms, given the recent expansions, it is expected to pick up going ahead.

. Exports: Of the total exports, 30-35% are contributed by the USA, 55-60% are contributed by Mexico, and the remaining goes to

various other countries.

. Performance of acquired entities: The company has commenced consolidating revenue from Bagadia Chaitra Industries
Private Limited (BCIPL), Dakshin Foundry Private Ltd. (DFPL), and Pitti Castings Pvt. Ltd. (PCPL). The management highlighted

that they already leverage synergies and expect further benefits as they optimise combined resources.

Sales Volumes (In MT) Revenue (Approx. - In Cr)
Bagadia Chaitra Industries Private
Limited (BCIPL) 14,075 Rs 240 Cr
Dakshin Foundry Private Ltd. (DFPL) 3,224 Rs 72 Cr

e Update on supply chain and LV Motor challenges: The management mentioned that the industry is likely to continue
experiencing supply-side challenges related to electrical steel due to the expiration of licences of Chinese players and the new
safeguard duty. While the company expects RM price inflation due to the same, it expects to pass on the increase and doesn'’t
expect a significant impact on business. On the CPCB Bharat VI affecting the alternator business and the volatility in the small

LV motors market, the management is observing demand recovery and expects normalised demand in Q1FY26.

. Outlook: As the company continues to integrate its recent acquisitions and streamline its operations, Pitti Engineering is
prioritising cost optimisation and efficiency improvements, which are expected to support better margin performance. Given the
ongoing geopolitical and international trade uncertainties, the management remains cautiously optimistic and targets 15%
revenue growth for FY26. The management expects around 75-100 bps improvement in the EBITDA margin in the next 12-18
months, driven by enhanced utilisation, cost reduction, rationalisation of manpower and overhead cost. The company is
targeting 10% volume growth and aims to achieve ~Rs 2,000 Cr in revenue for FY26. For FY27, it has set a revenue target of
Rs 2,100-2,200 Cr at constant prices. In terms of volume, the company is targeting approximately 68,000 tonnes in FY26 and

expects to reach peak capacity utilisation of 72,000 tonnes in FY27.



End User Industries: Pump, Datacenter, Automotive, and Appliances & Consumer segments are expected to contribute
approximately 10-12% of the consolidated total income over the next two years. Traction motor and railway components are
anticipated to continue to perform well, whereas the Industrial and commercial segment is declining, which is a low-margin
business. While Renewable energy would continue to outperform.

Net Debt and Other Operational Highlights: Net debt stood at Rs 439 Cr as of March 31, 2025, and Net Debt to Equity
Ratio stood at 0.49. The management expects net debt to be reduced by cash accruals (targeting to reduce debt by Rs 100-200
Cr by FY26). During the quarter, the company granted 7,87,500 employee stock options to employees of the company and its
subsidiaries out of the shareholder-approved limit of 13,00,000 options as part of the ‘Pitti ESOP Scheme 2024’. No major capex
is currently planned. However, the company may consider undertaking capex in H2FY26 or H1FY27, depending on the evolving
growth prospects.

Dividend: The company recommended a dividend of Rs 1.50/- (30%) per equity share of face value Rs 5/- each for the FY25,

subject to approval.

Source: Company, Axis Securities Research

Change in Estimates (Rs Cr)
Revised Old % Change
FY26E FY27E FY26E FY27E FY26E FY27E
Revenue 2,013 2,261 2,022 2,250 0% 1%
EBITDA 331 372 331 364 0% 2%
PAT 172 204 170 202 1% 1%
Source: Company, Axis Securities Research
Segmental/End Markets Revenue (Rs Cr)
End User Application Revenue Breakup Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25
Total 336 391 429 415 469
Traction Motor & Railway Components 116 119 128 151 178
Special Purpose Motors 19 25 27 28 31
Renewable Energy 14 21 22 20 15
Power Generation 46 64 69 58 72
Mining, Oil & Gas 29 25 33 31 30
Industrial & Commercial 39 41 48 46 49
Data Centre 6 10 11 11 12
Automotive 2 3 3 5 3
Appliances & Consumer 2 2 2 2 3
Pumps 0 9 9 9 11
Others 63 74 78 53 65



Results Review (Consolidated)

Rs Cr

Revenue

Gross profit
Gross Margin (%)
Employee Cost
Other Expenses

EBITDA (Excl. Other Income)

EBITDA Margin (Excl. Other
Income %)

Other Income

EBITDA (Incl Other Income)

EBITDA Margin (Incl. Other
Income - %)

Less: Depreciation
EBIT

Less: Net Interest
Profit Before Tax
Less: Total Tax
Adj. PAT

Adj. EPS

Source: Company, Axis Securities Research

Q4FY24
336
136

40.5%
36
48
52

15.5%

31.5
83.4

24.8%

16
36
14
54
8
46
13.44

Q3FY25
415
179

43.1%
53
59
67

16.1%

6.0
73.0

17.6%

21
46
13
39
10
29
7.64

Axis Est
476
185

39.0%
54
56
76

15.9%

0.7
76.2

16.0%

22
54
13
41
3
38
10.08

Q4FY25
469
187

40.0%
54
54
80

17.1%

3.5
83.6

17.8%

22
58
19
42
6
36
9.60

YoY (%)
40%
38%

-47bps
48%
13%
54%

163bps
-89%
0%

-701bps
44%
59%
34%
-21%
-22%
-21%
-29%

QoQ (%)
13%
5%

-313bps
2%
-9%
20%

95bps
-41%
15%
25bps
6%
26%
43%
9%
-39%
26%
26%

(Rs Cr)

AXis
Variance
-1%

100bps

6%

120bps

10%
181bps

-5%
-5%

Note: Numbers for previous quarters reflect the effect of restatements made by the company post the merger with Pitti Castings Private Ltd. as made available by the

company.




Financials (Consolidated)

Profit & Loss

Y/E Mar

Net Revenue

COGS

Staff costs

Operating Exp.

Total Expenditure

EBITDA (Excluding Other Income)
EBITDA Margin %

Other Income

EBITDA (Including Other Income)
EBITDA Margin %

Depreciation

EBIT

Interest

Other Income

PBT

Tax

Tax Rate %

PAT

EPS

Source: Company, Axis Securities Research
Note: Historical numbers may not fully reflect the effect of restatements made by the company after the merger with Pitti Castings Private Ltd.

Balance Sheet

Y/E Mar

Share Capital

Reserves & Surplus

Net Worth

Financial Non-Current Liability
Other Non-current Liability
Deferred Tax Liability

Total Non-Current Liability
Current Financial Liability
Other Current Liability
Provisions

Total Current Liability
Total Equity & Liability
Application Of Funds

PPE

Capital Work in Progress
Right Use Of Assets
Intangible Assets
Non-Current Financial Assets
Other Non-Current Assets
Total Non-Current Assets
Inventories
Current-Financial Assets
Other Current Assets

Total Current Assets

Total Assets

Source: Company, Axis Securities Research
Note: Historical numbers may not fully reflect the effect of restatements made by the company post the merger with Pitti Castings Private Ltd

FY24
1,244
771
129
163
1,063
181.0
14.6%
49
229.5
18.4%
59
171
51
49
119
30
24.9%
90
26.2

FY24
16
457
473
326

348
555

570
1,391

372
122
83
9
0
66
657
287
325
120
734
1,391

FY25
1,705
1,017
197
220
1,433
271.1
15.9%
39
309.9
18.2%
81
229
68
39
162
39
24.3%
122
32.5

FY25
19
880
899
366

15
407
677

12

698
2,004

766
63
117
8
0
42
1,149
329
397
127
855
2,004

FY26E
2,013
1,218

242
223
1,682
331.0
16.4%
45
376.0
18.7%
83
293
64
45
229
58
25.2%
172
45.6

FY26E
19
1,046
1,065
266

15
307
682

12

703
2,075

846

117
8
0
42
1,166
375
405
127
909
2,075

(Rs Cr)

FY27E
2,261
1,368

265
257
1,890
371.7
16.4%
45
416.7
18.4%
95
322
49
45
272
69
25.2%
204
54.1

(Rs Cr)

FY27E
19
1,244
1,263
166

15
207
699

12

720
2,190

851

117

42
1,171
403
487
127
1,019
2,190




Cash Flow

Y/E Mar

PBT

Depreciation & Amortization
Finance Cost

Change in Working cap
Direct tax paid

Cash flow from operations
Change in Gross Block

Chg in Investments

Other Investments

Cash flow from investing
Fresh Issue Proceeds

Proceeds / (Repayment) of ST Borrowings (Net)

Finance Cost paid
Dividends paid

Cash flow from financing
Chg in cash

Cash and cash equivalents at the beginning of the year
Cash and Cash equivalents at the end of the year

Source: Company, Axis Securities Research

Note: Historical numbers may not fully reflect the effect of restatements made by the company post the merger with Pitti Castings Private Ltd

Ratio Analysis

Y/E Mar

Efficiency Ratios
Asset Turnover (x)
Inventory Turnover(x)
Sales/Total Assets
Receivable days
Inventory Days
Payable days

Financial Stability Ratios
Total Debt/Equity(x)

Total Asset/Equity(x)
Current Ratio(x)

Quick Ratio(x)

Operational & Financial Ratios
Earnings Per Share (Rs)

Book Value (Rs)

Tax Rate(%)

Performance Ratios
ROA (%)

ROCE (%)

ROE (%)

Source: Company, Axis Securities Research

Note: Historical numbers may not fully reflect the effect of restatements made by the company post the merger with Pitti Castings Private Ltd

FY24
119

203
37
41
i

FY24

1.05

2.93

0.89
58
7
72

0.6
2.9
13
0.8

26
138
24.9%

7.6%
25.3%
22.2%

FY25
162

FY25

1.00

3.30

0.85
50
66
61

0.3
2.5
12
0.8

32
239

24.3%

7.2%
21.6%
17.8%

FY26E
229

-219
-22
99
76

FY26E

0.99

3.46

0.97
49
64
65

0.2
21
13
0.8

46
283
25.2%

8.4%
21.9%
17.5%

(Rs Cr)

FY27E
272

135

() 1 (%)
FY27E

1.06

3.52

1.03
48
63
64

0.1
1.8
1.4
0.9

54
335
25.2%

9.6%
22.6%
17.5%




Pitti Engineering Price Chart and Recommendation History
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