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Precision engineering play with strong growth outlook...

About the stock: RACL Geartech Limited (RACL) is an auto ancillary player
manufacturing high-precision automotive components (gears, shafts, etc.)

RACL

e  Geography Mix (FY26): Europe ~69%; India & Asia pacific ~29%, USA -2%. Geartech

e  Category Mix (FY26): 2W- 30%, CV- 20%, PV- 13%, ATV/RTV - 18% _
1FY27 R Its: . . . Particulars X crore
Q esu s..RACL reported healthy results.OOn a consolidated basis, topline fv.:)r Market capitalisation 1,783
the quarter cqme. inatxX 132 crore.s, up by ~31.5% YoY. EBITDA for QlFY?7 camein ool Debt (FY26) 225
at X32 crores, with EBITDA margins at 24.1%, up ~190 bps QoQ. PAT in Q1FY27 Cash & Inv. (FY26) 14
stood at X9 crores (up 8% YoY) affected by lower other income & higher tax incidence. EV X crore) 1,994
Investment Rationale: 52-week H/L () 1,692 /880
e Multi-Year Growth Visibility from New Program Ramp-Ups: RACL Equity capital (FY26) 122
Face value () 10.0

Geartech has evolved from a small domestic gear manufacturer into a
niche global supplier of precision engineered, safety critical automotive

components focusing on premium & complex parts. It is entering a strong Promoter S:';S D:;';s M:ZG J:"z'_zf
multi-year growth phase, supported by the ramp-up of recently won Ell 8.7 9.0 95 9.3
programs and recovery across key customers. KTM volumes have DIl 2.9 2.7 3.2 3.2
recovered to around pre-COVID levels, while the BMW Project Venus is Other 458 456 446 448
nearing commercialisation, with final sign-off expected in October 2026 _
and commercial supplies likely from October-November 2026. The Royal 30000 2000
Enfield program is already ramping at ~7,500-8,000 sets/month, with the 25000 1500
company targeting higher volumes as demand sustains. Additionally, the 20000 ’
upcoming ZF electric power steering program, expected to commence 13888 1,000
commercial supplies by late FY27/mid-FY28, provides another meaningful 5000 500
growth leg. With management targeting 15-20% sustainable annual 0 +—————— 0
growth and aiming to potentially double revenue over the next 3-4 years, Q g. § ﬂ. u“" 8 ﬁ

the company appears positioned for sustained earnings compounding g ﬁ :3(” § g E’ :(5’

rather than one-off growth. We bake in 18% sales CAGR over FY26-28E. Nifty (LHS) RACL (RHS)

e Strong Export Franchise and Strategic Capex to Strengthen
Competitiveness and Support Scale-Up: RACL's export business remains
a key competitive advantage, accounting for ~75% of sales, with Europe
contributing nearly 69% of overall business. The company's critical
transmission and engine components are generally single sourced at the

e Reports healthy Q1FY27 clocking
24.1% EBITDA margins. RACL
remains well poised for a healthy and

Rating

individual product level by global OEMs, enabling RACL to remain the sole
supplier through the life of a vehicle program. Additionally, RACL is
undertaking X77 crore of FY27 capex, with ~X40 crore allocated toward
replacement/modernisation of its ageing heat-treatment infrastructure
and ~X30-35 crore toward incremental capacity. Alongside the core
automotive business, the company is also incubating opportunities in
aerospace, actuators, robotics, defence and industrial components,
providing longer-term optionality beyond traditional automotive business.

and Target Price

RACL is a precision engineering company with strong multi-year revenue
visibility alongside a healthy export franchise with robust orderbook
targeting X1,000 crore sales over next 4-5 years. We maintain our positive
view and assign BUY rating on RACL & value it at X 2,000 (30x P/E FY28)

profitable growth journey ahead

e  Key Risk: (i) slower than built in sales

growth over FY26-28E due to delay in
customer projects (ii) lower than
anticipated margin gains amidst
volatile RM costs

Shashank Kanodia, CFA
Shashank.kanodia@icicisecurities.com

Bhavish Doshi
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Key Financials Fv23 Fv24 FY25 FY26 5"’;*:;2‘:165;; FY27E FY28E 2{:“(’; 6‘2‘;‘:;
Net Sales 358.2 4095 415.1 489.9 19.2% 580.0 684.4 18.2%
EBITDA 816 96.1 85.0 106.9 16.0% 1318 157.4 21.4%
EBITDA Margins (%) 228 235 205 218 227 230
Net Profit 37.4 39.4 238 489 16.3% 613 79.1 27.2%
EPS ) 347 365 221 414 51.9 67.0
P/E 435 414 68.3 36.4 20.1 225
RONW (%) 223 192 105 139 149 162
ROCE (%) 166 142 9.9 122 13.4 149
Source: Company, ICICI Direct Research
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Key tables & Charts

Q1FY27 Q1FY26 YoY% Q4FY26 QoQ%
Total Operating Income 1324 100.7 315 131.7 0.5
Raw Material Expenses 29.8 27.8 7.5 43.8 -31.9
Employee Expenses 15.6 12.8 218 12.0 30.7
Other Expenses 54.9 41.2 33.2 46.6 17.9
EBITDA 319 18.8 69.7 293 9.1
EBITDA Margin (%) 24.1 18.7 543 bps 22.2 190 bps
Depreciation 9.2 8.1 14.0 8.7 6.2
Interest 6.2 7.5 -18.1 8.5 -275
Other Income 0.3 8.1 -96.9 5.0 -95.0
PBT (before exceptional) 16.8 113 49.2 16.9 -0.5
Total Tax 7.9 3.0 163.1 4.6 73.7
Reported PAT 8.9 83 7.7 12.4 -27.9

Source: Company, ICICI Direct Research

Q1FY27 Conference call highlights

e KTM recovery is a key near-term positive: Management said KTM has effectively
bounced back to around pre-COVID levels, with model-year 2027 production
plans looking strong and volumes expected to be at normal or slightly above-
normal levels. RACL's relationship is primarily with KTM Austria, where the
company has been supplying from India for around 15 years. Importantly, RACL
is already receiving new business opportunities for KTM's upcoming models.

¢ Royal Enfield provides a meaningful domestic growth opportunity: Commercial
supplies began in January, with the company currently operating at around
7,500-8,000 motorcycle sets per month, against an initial nomination of roughly
10,000 sets per month. The program relates to a 350cc motorcycle platform, while
several additional projects involving upcoming variants and new engines remain
under development but are subject to confidentiality.

e  ZF recovery and multiple future opportunities: The ZF business is showing signs
of recovery after being impacted by sluggish demand for the underlying premium
vehicle platform. Management said volumes are now improving as the program
has shifted toward the BMW X5 platform, and RACL is currently operating at
around 50-60% utilisation of installed capacity for this project. The peak revenue
opportunity for the project, earlier expected around 2028, has now shifted toward
2030 because of the intervening delays.

e« BMW Project Venus progressing as planned: The BMW program, referred to as
Project Venus, remains firmly on track. Level-1 PPAP approval has already been
completed and conditional shipments have commenced. RACL has started pilot
supplies, with components now being supplied for customer vehicles rather than
merely validation, testing or demonstration cars. BMW's team is expected to visit
on 24 October 2026 for final sign-off, following which commercial supplies are
expected to begin around October-November 2026.

e Revenue guidance maintained; management sees a sustainable 15-20%
growth trajectory: Despite the positive KTM recovery and ramp-up of Royal
Enfield and BMW, management did not revise its FY27 revenue guidance. The
earlier benchmark of around X570 crore, implying roughly 16-17% growth,
remains in place, with management generally viewing a +5% variation around
guidance as normal. Management also emphasised that individual customers do
not account for more than roughly 15-20% of revenue, limiting the impact of any
single customer's volume growth on consolidated numbers

e Non-auto diversification provides a longer-duration optionality: RACL is
actively evaluating several non-automotive opportunities to supplement its
automotive growth. The company has identified civil aerospace, small
motors/actuators, humanoid robotics, defence and industrial applications as
potential areas. In robotics and humanoids, RACL believes its existing gear-
making capabilities are relevant, with Europe being the primary geography it is
exploring.
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Financial summary

(Year-end March)

Net Sales

Other Operating Income
Total Operating Income
Growth (%)

Raw Material Expenses
Employee Expenses
Other Operating Expense
Total Operating Expenditure
EBITDA

Growth (%)

Depreciation

Interest

Other Income

PBT

Others

Total Tax

PAT

Growth (%)

EPS (R)

23.8
-39.8
22.1

FY27E
580.0
0.0
580.0
18.4
150.7
65.8
231.8
448.3
131.8
233
383
24.7
135
82.3
0.0
21.0
61.3
253
51.9

FY28E
684.4
0.0
684.4
18.0
184.8
75.3
266.9
527.0
157.4
195
43.1
22.9
148
106.2
0.0
27.1
79.1
29.1
67.0

Source: Company, ICICI Direct Research

(Year-end March)

Profit after Tax

Add: Depreciation

(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions
Others

CF from operating activities
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
Others

CF from investing activities
Issue/(Buy back) of Equity
Inc/(dec) in loan funds
Interest and Dividend outgo
Inc/(dec) in Share Cap
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

FY25
238
29.9
-37.0
47
322
53.6
14

-46.9

6.9
-41.4
0.0
239
-33.8
0.0
-0.4
-10.4
18
08
26

FY26 FY27E FY28E
48.9 61.3 79.1
335 383 43.1

-33.7 -71.8 -73.2
17.8 17.2 20.7
29.9 24.7 22.9
96.5 69.6 92.7

0.0 0.0 0.0

-51.5 -78.0 -60.0
-0.2 -0.6 -0.8

-51.7 -78.6 -60.8

1.0 0.0 0.0
-80.6 35.0 -5.0
-31.4 -27.2 -25.9

0.0 0.0 0.0

77.4 0.0 0.0

-33.6 7.8 -30.9
11.2 21524 0.9

2.6 13.8 12.7

13.8 12.7 13.6

Source: Company, ICICI Direct Research

(Year-end March)
Liabilities

Equity Capital

Reserve and Surplus
Total Shareholders funds
Total Debt

Deferred Tax Liability
Minority Interest / Others
Total Liabilities

Assets

Gross Block

Less: Acc Depreciation
Net Block

Capital WIP

Total Fixed Assets
Investments & Goodwill
Inventory

Debtors

Loans and Advances
Other Current Assets
Cash

Total Current Assets
Current Liabilities
Provisions

Current Liabilities & Prov
Net Current Assets
Others Assets

Application of Funds

FY25

11.2
215.4
226.6
305.1

15.7

9.6
557.1

445.1
1225
3226
4.6
327.2
14
153.3
125.2
0.0
22.8
2.6
303.9
69.0
111
80.1
223.8
4.7
557.1

FY26

12.2
340.2
352.4
224.6

18.2

8.5
603.7

498.5
156.0
342.6
2.6
345.2
1.4
147.4
146.0
0.0
41.6
13.8
348.8
86.2
11.7
97.9
250.9
6.2
603.7

FY27E

12.2
399.0
411.3
259.6

18.2

9.0
698.0

574.2
194.3
379.9
5.0
384.9
1.4
174.8
182.8
0.0
49.2
12.7
4195
101.3
13.7
115.1
304.4
7.3
698.0

FY28E

12.2
475.2
487.4
254.6

18.2

9.5
769.6

634.2
237.4
396.8
5.0
401.8
1.4
206.3
215.6
0.0
58.1
13.6
493.6
119.6
16.2
135.8
357.8
8.6
769.6

Source: Company, ICICI Direct Research
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(Year-end March)
Per share data ()
EPS

Cash EPS

BV

DPS

Cash Per Share (Incl Invst)
Operating Ratios (%)
EBITDA Margin
PAT Margin
Inventory days
Debtor days
Creditor days
Return Ratios (%)
RoE

RoCE

RolC

Valuation Ratios (x)
P/E

EV/EBITDA

EV / Net Sales
Market Cap / Sales
Price to Book Value
Solvency Ratios
Debt/EBITDA
Debt / Equity
Current Ratio
Quick Ratio

FY25

221
49.8
209.8
0.0
2.4

20.5
5.7
134.8
110.1
435

10.5
9.9
10.0

68.3
245
5.0
4.3
7.2

3.6
13
5.0
24

FY26 FY27E FY28E

41.4 51.9 67.0
69.9 844 103.6
298.7 3485 413.0
13 2.1 25
11.7 10.7 115
21.8 22.7 23.0
10.0 10.6 11.6
109.8 110.0 110.0
1088 115.0 115.0
454 45.0 45.0
13.9 14.9 16.2
12.2 134 14.9
125 13.7 15.2
36.4 29.1 225
18.7 154 12.9
4.1 35 3.0
3.6 3.1 2.6
5.1 4.3 3.7
2.1 2.0 16
0.6 0.6 0.5
4.6 4.8 4.8

2.6 2.7 2.7

Source: Company, ICICI Direct Research



RATING RATIONALE

ICICI Direct Research

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%

Pankaj Pandey

ICICI Securities | Retail Research
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), 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
—INHO000000990. 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 Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani 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 reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock’s price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the 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
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in 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 or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results 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 for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report
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