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Company Overview:

Incorporated in 1993, Aeroflex Industries Ltd is a part of SAT Group since
2018. The company manufactures and supplies environment-friendly
metallic flexible flow solution products. Their product list includes
braided hoses, unbraided hoses, solar hoses, gas hoses, vacuum hoses,
braiding, interlock hoses, hose assemblies, lancing hose assemblies,
jacketed hose assemblies, exhaust connectors, exhaust gas recirculation
(EGR) tubes, expansion bellows, compensators and related end fittings
collectively known as flexible flow solutions catering to global as well as
domestic markets. They supply products to a wide spectrum of
industries for the controlled flow of all substances, including air, liquid
and solid. As on 31% Mar’23, the company has more than 1,700 Product
SKUs (Stock Keeping Units) in their product portfolio.

Key Highlights:

Strong Clientele: The company has a strong domestic presence with
major supplies of its product to Oil & Gas players (I0CL, BPCL, ONGC),
Large steel players (TATA Steel etc.) and Aviation Players (HAL etc). They
have exported products to more than 80 countries including Europe,
USA and others. Some of the major international clients include Victaulic
etc. More than 50% hose exported from India are by Aeroflex Industries.

Manufacturing facility: The company’s manufacturing facility is located
at Taloja, Navi Mumbai, and is spread across 3,59,528 square feet of
area. The manufacturing facility is equipped with mechanical and
hydraulic corrugation machines, interlocking machines, braiding
machines, bobbin machines and assembly equipment.

Quality inspection and assurance: Each product is subject to stringent
quality testing and assurance processes before being packed and
dispatched to customers. The quality control and assurance team
comprise of 25 members. Based on the type of the product, the testing
and quality team performs various tests on the finished products
including Leakage Test, Ultrasonic Test, Vacuum Test, Leak Tightness
Test, Pressure Resistance Test, Elongation Test, Burst Test, Pliable or
Static Bend Test, Fatigue Tests or U-Bend Test, Cantilever Bend Test,
Electrical Conductivity Test and Non-Volatile Residue Test. All these
tests confirm to the requirements and standards of ISO 10380:2012

Strong R&D team: The company have an in-house Design, Research and
Development team of 7 members which assists in designing the
products based on the technical specifications received from the
customers, conducts research on existing and new materials,
production processes improvement, emerging product types and end
applications and develop new products.

Valuation:

At CMP, the company is valued at a PE multiple of 46.3x based on its
FY23 earnings at the upper price band on post-issue capital. The
company don’t have any listed peer in India. The company has a
unique business model in the Flexible Flow solution area. With decent
return ratios and margins, the risk reward ratio for long term investors
looks favourable. The investors can subscribe to the IPO for a long-
term investment perspective.

Issue Details
Date of Opening 22nd August 23
Date of Closing 24t August 23
Price Band (Rs) 102 -108
Issue Size (Rs cr) 340-351
No. of shares 3,33,82,353 - 3,25,00,000
Face Value (Rs) 2
P | Mark
ost Issue Market Cap 1,328 — 1,396

(Rs cr)

Phantom Capital Advisors Private

BRLMs Limited

Registrar Link Intime India Private Limited
Bid Lot 130 shares and in multiple thereof
QIB shares 50%

Retail shares 35%

NIB (HNI) shares 15%

Objects of Issue

(Rs Cr.)
Full or part repayment and/or prepayment of
certain outstanding secured borrowings (including
. . 32.0
foreclosure charges, if any) availed by our
Company
Funding working capital requirements of our 84.0

Company

General corporate purposes and Unidentified
Inorganic Acquisitions*

Total

* To be finalized on determination of the Offer Price and updated in the
Prospectus prior to filing with the ROC.

Shareholding Pattern

Pre-Issue No. of Shares %
Promoter & Promoter Group 10,41,36,663 91.1
Public & Others 1,01,83,707 8.9

Total 11,43,20,370 100.0
Post Issue @Lower Price Band No. of Shares %

Promoter & Promoter Group 8,66,36,663 66.5
Public & Others 4,35,66,060 33.5
Total 13,02,02,723 100.0
Post Issue @Upper Price Band No. of Shares %

Promoter & Promoter Group 8,66,36,663 67.0
Public & Others 4,26,83,707 33.0

Total

12,93,20,370 100.0

Source: RHP, SSL Research

For the list of our branches refer to the website: www.sbisecurities.in
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Metallic Flexible Flow Solutions

The company’s export accounts around 80% of the total revenue, out of which export to USA constitutes 28% of the
revenue from operation in FY23. The company may be subject to significant import duties or restrictions of the relevant
jurisdictions. Any inability to comply with related requirements may have an adverse effect on the business and results
of operations.

Large portion of raw material is imported from China. Loss of any major supplier or increase in the cost of raw material
by any supplier, or a shortfall in the availability or quality of such raw materials, in a timely manner or at all, or the
company’s ability to pass these costs onto the customers could have an adverse effect on their business and results of
operations.

The company is dependent on a single manufacturing unit. Any slowdown or shutdown in the manufacturing
operations could have an adverse effect on the business, financial condition and results of operations.

The company requires significant amounts of working capital and significant portion of the working capital is consumed
in trade receivables and inventories. Any inability to meet the working capital requirements including failure to realise
receivables and inventories may have an adverse effect on the results of operations and overall business.

Growth strategy

Expand their portfolio of solutions to capitalize on large opportunities across industrial segments.

Scale up their In-house Design and R&D efforts.

Increase focus on global markets and enhance their international presence.

Expand their domestic business to leverage the opportunities across industrial segments.

Focus on Digitisation and Industry 4.0 initiatives to drive operational efficiencies and achieve synergies.

Revenue Break-up (Rs cr)

Sale of Products
- Domestic 22.6 29.4 43.3
- Export 117.1 203.6 217.2
Total (A) 139.7 233.0 260.5
Other Operating Income 0.0 0.0 0.0
Sale of Scrap 0.8 1.6 2.2
Foreign Exchange Fluctuation 1.9 3.2 5.3
Other Operating Income 2.3 3.0 1.4
Total (B) 5.0 7.8 8.9
Total (A+B) 144.8 240.8 269.5
Source: RHP, SSL Research
Revenue from sales of products (Rs cr) FY21 FY22 FY23
Hoses 101.0 166.5 169.3
Assemblies & Fittings 33.9 55.6 79.3
Braiding 3.6 5.2 10.5
Other Products 1.2 5.7 1.4
Total 139.7 233.0 260.5
Source: RHP, SSL Research
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Industry Overview

Global Market Scenario

Globally, the market for SS flexible hose was estimated to value at approximately USD 25 Bn in 2020 with the size of SS
corrugated hose estimated at USD 12.5 Bn which is slated to grow to USD 38 Bn and USD 18 Bn by 2027, registering a CAGR of
7.5% and 6.3%, respectively. Supported by favorable product attributes, the demand for SS flexible hoses is being driven by
rapid urbanization which has accelerated the pace of the infrastructure developments and real estate construction that has
triggered the demand of HVAC system and translated in promising outlook for SS flexible hoses. Moreover, large scale
industrialization and modernization in agriculture and key manufacturing sectors is fueling the demand for SS corrugated hose
(industrial hoses).

Global Market Size of SS Flexible Hoses and SS Corrugated Hoses
(USD Bn)
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Source: RHP, SSL Research
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Financial Snapshot
Aeroflex Industries Limited

(Rs. Cr.) Pre-Issue Post Issue
FY22 FY23
Particulars Price Band
108.0 102.0 108.0
Net Sales 240.8 269.5 269.5
Total Income 241.0 269.5 269.5
EBIDTA 46.7 54.0 54.0
PAT 27.5 30.2 30.2
Equity Share Capital 22.9 26.0 25.9
No of Equity Shares 11.4 13.0 12.9
Face Value 2.0 2.0 2.0
EPS 2.4 2.3 2.3
CMP 108.0 102.0 108.0
Cash and Bank 8.3 168.3 168.3
Debt 39.1 45.0 45.0
Market Cap 1,234.7 1,328.1 1,396.7
BV per share (Rs) 7.5 21.2 21.3
PE(x) 44.9 44.0 46.3
P/BV (x) 14.3 4.8 5.1
Enterprise Value 1,265.5 1,204.8 1,273.4
Mcap/Sales (x) 5.1 4.9 5.2
EV/Sales (x) 5.3 4.5 4.7
EV/EBIDTA (x) 27.1 22.3 23.6
EBITDA Margins (%) 19.4 20.1 20.1
Net Margins (%) 11.4 11.2 11.2
ROE (%) 38.0 16.6 16.6
ROCE (%) 36.0 21.9 21.9
Debt/Equity 0.5 0.2 0.2
Net worth 86.2 276.1 276.1
Source: RHP, SSL Research (Post Issue)
Year ‘ FY21 FY22 FY23
Net Sales 144.8 240.8 269.46
EBITDA 22.3 46.7 54.0
Net Profit 6.0 27.5 30.15
EBITDA Margin (%) 154 194 20.1
Net Profit Margin (%) 4.2 11.4 11.2
Source: RHP, SSL Research
FY21 FY22 FY23
Debtor’s days 85 80 91
Inventory days 134 84 120
Creditor’s days 157 80 79
Working Capital Days 62 84 132
Source: RHP, SSL Research
FY21 FY22 FY23
Cash flow from Operating Activities | 12.1 | 32.1 3.8
Cash flow from Investing Activities (2.9) | (13.4) | (9.5)
Cash flow from Financing Activities | (10.4) | (13.9) 3.6
Free Cash Flow 9.2 | 18.7 | (5.7)

Source: RHP, SSL Research
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Peer Comparison

CMP Market Cap (Rsin = Total Income (Rsin  PAT (Rsin PAT RONW P/E

Company (Rs) cr) cr) % % (x)
Aeroflex Industries

Limited 108 698 270 30 11.2 16.6 23.2
Parker - Hannifin

Corporation 34,845 4,47,056 1,56,335 17,080 10.9 20.2 26.2
Senior PLC 173 7,278 8,569 204 2.4 4.5 35.7

(Source: RHP, SSL Research)

The data is based on FY23 financial data, for Aeroflex Industries Ltd the data is calculated on Post issue equity share capital.

Numbers for Parker-Hannifin is for the year ended June 30, 2023, Senior PLC is for the year ended December 31, 2022.
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SBICAP Securities Limited

(CIN): U65999MH2005PLC155485
SEBI Registration No.: Stock Broker: INZ000200032 | DP Registration No.: IN-DP-314-2017| Research Analyst : INHO00000602
Portfolio Manager: INP000004912 | IRDA : CA0103 | PFRDA Registration No: POP 26092018
Registered & Corporate Office: Marathon Futurex, Unit No. 1201, B-Wing, 12th Floor, N M Joshi Marg,
Mafatlal Mill Compound, Lower Parel East, Mumbai 400013

For any information contact us: (022) 6854 5555
E-mail: helpdesk@sbicapsec.com I Web: www.sbisecurities.in

DISCLOSURES & DISCLAIMERS:

Analyst Certification: The views expressed in this research report ("Report") accurately reflect the personal views of the research analysts ("Analysts") employed by
SBICAP Securities Limited (SSL) about any and all of the subject issuer(s) or company(ies) or securities. This report has been prepared based upon information
available to the public and sources, believed to be reliable. I/We also certify that no part of my/our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report.

The Analysts engaged in preparation of this Report or his/her relative:-

(a) do not have any financial interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material conflict of interest at the time of
publication of the Report.

The Analysts engaged in preparation of this Report:-

(a) have not received any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of securities for
the subject company in the past twelve months; (c)have not received any compensation for investment banking or merchant banking or brokerage services from the
subject company in the past twelve months; (d) have not received any compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company in the past twelve months; (e) has not received any compensation or other benefits from the subject company or third
party in connection with the Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for the
subject company.

Name Qualification Designation

Sudeep Shah MMS-Finance DVP- Technical & Derivative Research
Sunny Agrawal B.E, MBA (Finance) DVP - Fundamental Research

Rajesh Gupta PGDBM (Finance), MA (Bus. Eco) AVP - Fundamental Research

Monica Chauhan C.A. Research Analyst - Equity Fundamentals
Harsh Vasa CA. Research Analyst - Equity Fundamentals
Sumeet Shah B.E, CFA Research Analyst - Equity Fundamentals
Gautam Updhyaya MBA (Finance) Research Analyst - Equity Derivatives
Netra Deshpande MMS (Finance) Sr. Research Analyst - Currency & Commodity
Vinayak Gangule BE (IT) Research Analyst - Equity Technicals
Pratik Patni BSc (Biotech Entire) Research Analyst- Equity Derivatives
Sagar Pewsani B.Tech (ECE) Research Associate - Equity Technicals
Kalpesh Mangade B.Com MIS Analyst - Retail Research

Other Disclosures :

SBICAP Securities Limited ("SSL") a is a company engaged in diversified financial services business including securities broking, DP services,, distribution of Mutual
Fund, insurance products and other financial products. SSL is a member of Stock Exchange(s). SSL is also a Depository Participant registered with NSDL & CDSL. SSL
is a large broking house catering to retail, HNI and institutional clients. It operates through its branches and authorized persons spread across the country and the
clients are provided online trading through internet and offline trading through branches and call & trade facility. SSL is a wholly owned subsidiary of SBI Capital
Markets Limited ("SBICAP"), which is engaged into investment banking, project advisory and financial services activities and is registered with the Securities and
Exchange Board of India as a "Category I" Merchant Banker. SBICAP is a wholly owned subsidiary of State Bank of India. Hence, State Bank of India and all its
subsidiaries, including, SBICAP and banking subsidiaries are treated and referred to as Associates of SSL.

We hereby declare that our activities were neither suspended nor we have materially defaulted with any stock exchange authority with whom we are registered in
last five years. However SEBI, Exchanges and Deositories have conducted the routine inspection and based on their observations have issued advice letters or levied
minor penalty for certain procedural lapses. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our
certificate of registration been cancelled by SEBI at any point of time.

SSL or its Associates, may: (a) from time to time, have long or short position in, and buy or sell the securities of the company mentioned in the Report or (b) be engaged
in any other in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company discussed herein or act as an advisor or lender/borrower to such company or may have any other potential conflict of interests with respect to any
recommendation and other related information and opinions (c) have any financial interests in the subject company mentioned in this Report (d) be engaged in market
making activity for the subject company.

SSL does not have actual / beneficial ownership of one percent or more securities of the subject company, at the end of the month immediately preceding the date of
publication of the Report. However, since Associates of SSL are engaged in the financial services business, they might have in their normal course of business financial
interests or actual / beneficial ownership of one percent or more in various companies including the subject company mentioned herein this Report.

SSL or its Associates might have managed or co-managed public offering of securities for the subject company in the past twelve months and might have received
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 services in a merger or specific
transaction.
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Compensation paid to Analysts of SSL is not based on any specific merchant banking, investment banking or brokerage service transaction.

SSL or its Associate did not receive any compensation or any benefit from the subject company or third party in connection with preparation of this Report.

This Report is for the personal information of the authorized recipient(s) and is not for public distribution and should not be reproduced, transmitted or redistributed
to any other person or in any form without SSL's prior permission. The information provided in the Report is from publicly available data, which we believe, are
reliable. While reasonable endeavors have been made to present reliable data in the Report so far as it relates to current and historical information, but SSL does not
guarantee the accuracy or completeness of the data in the Report. Accordingly, SSL or any of its Associates including directors and employees thereof shall not be in
any way responsible or liable for any loss or damage that may arise to any person from any inadvertent error in the information contained, views and opinions
expressed in this Report or in connection with the use of this Report.

Please ensure that you have read "Risk Disclosure Document for Capital Market and Derivatives Segments" as prescribed by Securities and Exchange Board of India
before investing in Indian securities market.

The projections and forecasts described in this Report should be carefully evaluated as these :
1. Arebased upon a number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies.

2. Can be expected that some of the estimates on which these were based, will not materialize or will vary significantly from actual results, and such variances may
increase over time.

3. Are not prepared with a view towards compliance with published guidelines or generally accepted accounting principles. No independent accountants have
expressed an opinion or any other form of assurance on these.

4.  Should not be regarded, by mere inclusion in this report, as a representation or warranty by or on behalf of SSL the authors of this report, or any other person,
that these or their underlying assumptions will be achieved.

This Report is for information purposes only and SSL or its Associates accept no liabilities for any loss or damage of any kind arising out of the use of this report.
Though disseminated to recipients simultaneously, not all recipients may receive this report at the same time. SSL will not treat recipients as clients by virtue of their
receiving this report. It should not be construed as an offer to sell or solicitation of an offer to buy, purchase or subscribe to any securities this report shall not form
the basis of or be relied upon in connection with any contract or commitment, whatsoever. This report does not solicit any action based on the material contained
herein.

It does not constitute a personal recommendation and does not take into account the specific investment objectives, financial situation/circumstances and the
particular needs of any specific person who may receive this document. The securities discussed in this Report may not be suitable for all the investors. SSL does not
provide legal, accounting or tax advice to its clients and you should independently evaluate the suitability of this Report and all investors are strongly advised to seek
professional consultation regarding any potential investment.

Certain transactions including those involving futures, options, and other derivatives as well as non-investment grade securities give rise to substantial risk and are
not suitable for all investors. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or
price of or income derived from the investment.

The price, value and income of the investments referred to in this Report may fluctuate and investors may realize losses on any investments. Past performance is not
a guide for future performance. Actual results may differ materially from those set forth in projections. SSL has reviewed the Report and, the current or historical
information included here is believed to be reliable, the accuracy and completeness of which is not guaranteed. SSL does not have any obligation to update the
information discussed in this Report.

The opinions expressed in this report are subject to change without notice and SSL or its Associates have no obligation to tell the clients when opinions or information
in this report change. This Report has not been approved and will not or may not be reviewed or approved by any statutory or regulatory authority in India, United
Kingdom or Singapore or by any Stock Exchange in India, United Kingdom or Singapore. This report may not be all inclusive and may not contain all the information
that the recipient may consider material.

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this
Report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. Distributing
/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession this document
comes should inform themselves about, and observe, any such restrictions. Failure to comply with this restriction may constitute a violation of laws in that jurisdiction.

Legal Entity Disclosure

Singapore: This Report is distributed in Singapore by SBICAP (Singapore) Limited (Registration No. 201026168R), an Associate of SSL incorporated in Singapore.
SBICAP (Singapore) Limited is regulated by the Monetary Authority of Singapore as a holder of a Capital Markets Services License and an Exempt Financial Adviser in
Singapore. SBICAP (Singapore) Limited's services are available solely to persons who qualify as Institutional Investors or Accredited Investors (other than individuals)
as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore (the "SFA") and this Report is notintended to be distributed directly or indirectly
to any other class of persons. Persons in Singapore should contact SBICAP (Singapore) Limited in respect of any matters arising from, or in connection with this report
via email at singapore.sales@sbicap.sgor by call at +65 6709 8651.
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