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The company specializes in providing engineering solutions and produces vital
components for the semiconductor, aerospace, defence, and energy sectors,
including electro-mechanical sub-assemblies, ground support equipment and aero
tooling. The company has "build to print" capabilities which allows it to produce
products according to customer designs, and "build to specifications" capabilities
which allows the company to help clients to create things that will be produced
according to client specifications. It provides crucial and highly precise
components to major OEMs and their licensees across the globe. A wide range of
products are offered by the company’s export-oriented business, which places a
high priority on fast delivery and quality.
The company’s product portfolio comprises of Engine lifting and balancing beams,
ground support equipment, airframe assembly platforms, engine transportation
stands, mechanical and electro-mechanical turnkey systems, precision
components, and assembly, disassembly and calibration tooling. It provides a
variety of services as an engineering solutions supplier, from product conception
to final assembly. Its capabilities include (i) design and engineering, (ii)
manufacturing, (iii) fabrication, (iv) special process, (v) electrical and electronic
integration, (vi) assembly, and (vii) quality inspection. Its designs take care of
designs for prototypes, designs for manufacturing and designs for serviceability
using high-end design software and designing platforms. Its engineering team
undertakes tech-pack creations which include (i) 2D to 3D modelling, (ii) detailing,
(i) process planning, (iv) stage drawings, and (v) inspection planning.
Its products key characteristics are their intricacy and "high-mix, low volume
nature," which refers to high mix products that are not mass produced. Although
it provides a large number of items (referred to as "SKUs"), it only makes a modest
number of each depending on the needs of the individual clients. It has capacity to
effectively produce even a single unit of a certain SKU from which it is able to
maintain strong profit margin and prices. Its pricing strategy is heavily influenced
by elements like product quality and on-time delivery. It follows strict quality
standards and procedures in accordance with AS9100D & BS EN ISO 9001:2015,
which are industry standards for the aerospace.
The company has produced 2,999 SKUs in the tooling and precision complex sub-
assemblies’ category and 760 SKUs in the precision machined components
category between Fiscals 2022 and the six-month period ending September 30,
2024, and it has supplied more than 26 customers in seven countries.
As of the six-month period that concluded on September 30, 2024, the company
had two manufacturing facilities in Bangalore, Unit | and Unit Il, which together
occupied more than 1,20,000 square feet. Its facilities are distributed across more
than 30,000 square feet in Unit | in Peenya, Bangalore, and more than 90,000
square feet in Unit Il in Devanahalli, which is located in a Special Economic Zone
("SEZ") close to Bangalore International Airport. Both of its production sites hold
accreditations from AS 9001D, BS EN I1SO 9001, and ISO 45001:2018.
Its production capabilities include machining (turning, milling, double column
milling, electro discharge machining, and grinding). Its assembly centre can handle
assemblies up to 10 metres long and 3 metres in diameter. Its assembly services
include interference, transition fits, heli-coil, and smooth sealing applications. It
can accommodate up to 3,000 components in a single assembly and offer laser
tracker calibration.

Investment Recommendation and Rationale: -

At the upper price band of Rs. 785, the issue is priced at a P/E multiple of 68.62

its FY24 post IPO EPS of Rs. 11.44. We give a ‘SUBSCRIBE’ rating to the issue for

the following reasons: -

1. The company specializes in precision component production for aerospace
and defence, serving worldwide OEMs and approved licensees in India.

2. The company’s product and service exports totalled X 33.10 crore, X 89.65
crore, X 2,03.85 crore, and % 1,15.43 crore, accounting for 91.06%, 95.20%,
97.64%, and 95.67% of its total revenue from operations in Fiscals 2022,
2023, and 2024, and the six-month period ending September 30, 2024,
respectively.

3. A robust vendor ecosystem and solid subcontractor management with
demonstrated execution capabilities.

4. Sustainable business performance and recorded highest revenue growth
with CAGR of 139.7% between FY22 to FY24.

Issue open date
Issue close date

Type of Issue

Bid lot/ Bid Size

Post issue equity
shares

Post issue implied
market cap

BRLMs

Registrar to the issue

234 December 2024

26" December 2024

Fresh Issue of up to 31,84,713 Equity
Shares (aggregating up to Rs. 250.00
crores). Offer for Sale of 31,84,713 shares
(aggregating up to Rs. 250.00 Cr)

Rs. 500.00 crores

Rs. 745 to Rs. 785 per share

19 shares/ Rs. 14,915

QIB-50%, HNI- 15%, Retail- 35%

5,08,56,883

Rs. 3992.27 Crores

Anand Rathi Advisors Limited, Equirus
Capital Private Limited
KFin Technologies Limited

Financial Summary (Restated Consolidated) (¥ZCrore

Particulars

Revenue from
operations
Growth (%)
Gross Profit
Gross Margin (%)
EBITDA
EBITDA Margin
(%)
Profit after Tax
PAT Margin (%)
Fixed Asset
Turnover Ratio
(Times)
Return on Capital
Employed (ROCE)
(%)
Return on Equity
(%)

*Not annualized

As of

September FY23

30, 2024

Source: Red Herring Prospectus (RHP),
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Objects of the issue Offer for Sale of 31,84,713 shares aggregating up to Rs. 250.00 Cr
Shareholding patter:

. Weighted Average Cost of
Name of the Selling Number of Equity Shares Offered Acquisiti Equity Sh
Shareholders quity Shares ere cquisition |.)er quity Share

(inX)

Ramakrishna Kamojhala PSS Equity Shares of face value of X 5 each aggregating up to X 0.24
45.00 crores

Mani P PSS Equity Shares of face value of X 5 each aggregating up to X 0.24
45.00 crores

Rajanikanth Balaraman PSS Equity Shares of face value of X 5 each aggregating up to X 0.24
45.00 crores

Preetham SV PSS Equity Shares of face value of X 5 each aggregating up to X 0.24
30.00 crores

Rasmi Anil Kumar PSS Equity Shares of face value of X 5 each aggregating up to X 2.30
85.00 crores

Fresh Issue of 31,84,713 shares aggregating up to Rs. 250.00 Cr
Company plans to use the Net Proceeds to fund the following objects:

1. Provide financing to acquire machineries and equipment.

2. Financing for working capital requirement.

3. Provide funding in investment subsidiary for repayment / prepayment, in full or part, of certain borrowings availed by its Material Subsidiary,

provide working capital requirement, buy machineries and equipment.
4. General Corporate purpose.
Source: Red Herring Prospectus (RHP)

The table below shows revenue from operations across geographic regions:
Six-months period For the Financial Year For the Financial Year For the Financial Year

Geography ended September 30, ended March 31, ended March 31, ended March 31,
2024
Revenue % of total Revenue | % of total Revenue | % of total Revenue | % of total
from revenue from | revenue from | revenue from | revenue
operations from | operations from operations from operations from
(in Rs. Crore) operations (in Rs. Crore) operations (in Rs. Crore) operations (in Rs. Crore) operations
In India 5.23 4.33 4.93 2.36 4,52 4.80 3.25 8.94
Outside India 115.43 95.67 203.85 97.64 89.65 95.20 33.10 91.06
Source: Red Herring Prospectus (RHP)
The table below shows revenue from operations b raphical spread:

Six-months period | For the Financial Year For the Financial Year For the Financial Year

Geography ended September 30, ended March 31, ended March 31, ended March 31,
Revenue % of total Revenue | % of total Revenue | % of total Revenue | % of total

from revenue from | revenue from | revenue from | revenue

operations from | operations from operations from operations from
(in Rs. Crore) operations (in Rs. Crore) operations (in Rs. Crore) operations (in Rs. Crore) operations
India 5.23 4.33 4.93 2.36 4,52 4.80 3.25 8.94
United States* 99.60 82.55 192.46 92.19 72.42 76.91 27.76 76.38
Germany 15.79 13.09 11.34 5.43 17.22 18.28 5.15 14.17
United Kingdom 0.04 0.03 Nil Nil Nil Nil 0.09 0.25
Others Nil Nil 0.05 0.02 0.01 0.01 0.10 0.27
Total 120.66 100.00 208.78 100.00 94.17 100.00 36.35 100.00

*Including Canada
Source: Red Herring Prospectus (RHP)

The table below shows revenue breakup from various industries:
Six-months period | For the Financial Year For the Financial Year For the Financial Year

Segment ended September 30, ended March 31, ended March 31, ended March 31,
Revenue % of total Revenue | % of total Revenue | % of total Revenue | % of total
from revenue from | revenue from | revenue from | revenue
operations from | operations from operations from operations from
(in Rs. Crore) operations (in Rs. Crore) operations (in Rs. Crore) operations (in Rs. Crore) operations
Aero-tooling 118.54 98.25 207.41 99.35 89.18 94.70 34.84 95.84
Precision components & others 2.11 1.75 1.36 0.65 4.99 5.30 1.51 4.16
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Peer Comparison

Total

Revenue Face Closing P/E (x) (as EPS (Basic
Value per price as P/E (x) (as & NAYV (Rs. Networth
as of . on . .
Name of Company Equity on on March Diluted) per (in Rs.
H1FY25 . September
. share (in December . 31,2024)* (Rs per share)* Crore)
in Rs. Rs.) 3,204 302024 share)*
Crore)* ‘
Unimech Aerospace 120.66 5 NA NA NA 8.49 9.92 85.65 390.10
and Manufacturing
Limited
Listed Peers
MTAR Technologies 318.45 10 1787.65 237.09 98.01 7.54 3.32 227.42 699.53
Limited
Azad Engineering 209.94 2 1,763.90 273.47 157.49 6.45 5.57 115.50 682.77
Limited
Paras Defence & 170.66 10 1,089.15 147.98 132.50 7.36 5.71 120.45 469.74
Space Technologies
Limited
Dynamatic 707.70 10 7,936.75 230.12 44.24 34.49 3.32 1,038.98 705.62
Technologies Limited
Data Patterns (India) 195.10 2 2,520.75 223.67 77.68 11.27 4.67 241.07 1349.62
Limited

*Not annualised
Source: Red Herring Prospectus (RHP)

Competitive Strengths

Advanced manufacturing capabilities of providing high-precision engineering solutions.

A manufacturing organization that prioritizes digitalization and has a strong infrastructure that allows for smooth operational integration.
A well-known company with competitive skills in a field with high entry barriers.

Export-oriented player with a worldwide delivery service model.

Source: Red Herring Prospectus (RHP)

W

Growth Strategies
1. The company is planning to grow its global footprint in strategic regions to improve the customer experience for existing clients and access new
markets.
2. Expanding production capacity and collaborating with global and local firms to drive growth.
Concentrate on expanding business through strategic inorganic acquisitions and customer alliances.
4.  Manufacturing high-mix, low-volume products for industries such as semiconductors, robotics and medical devices.
Source: Red Herring Prospectus (RHP)

w

Key Risks

1. Its top five customers account for 94.62%, 96.80%, 93.88%, and 88.97% of total revenue from operations in the six months ended September 30,
2024, Fiscal 2024, Fiscal 2023, and Fiscal 2022, respectively. Loss of any of these customers or significant reduction in purchases may impact
company’s business, results, and financial condition.

2. Its business has a long gestation period of 7 to 28 weeks between order receipt and payment, which may affect working capital requirements.

3. Its manufacturing facilities are on property leased from Karnataka Industrial Areas Development Board. Failure to comply with land use
limitations or relocate activities on commercially fair terms may harm company’s business, financial situation, and operations.

4. The cost and availability of raw materials have a significant impact on company’s business and profitability, and any disruption to the timely and
sufficient supply of raw materials or fluctuations in raw material prices may have a negative effect on company’s operations, financial
performance and business.

5. The company’s customer onboarding procedure can take up to three years, which may negatively impact its financial performance and
operational outcomes in the future by delaying revenue generation and its reliance on trust-building to scale operations.

Source: Red Herring Prospectus (RHP)
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Disclosure under SEBI Research Analyst Regulations 2014:

Sr.no. | Particulars Yes/No

1) Research Analyst or his/her relative's or Ajcon Global Services Limited financial interest in the subject | No
company(ies):

2) Research Analyst or his/her relative or Ajcon Global Services Limited actual/beneficial ownership of 1% | No
or more securities of the subject company (ies) at the end of the month immediately preceding the date
of publication of the Research report

3) Research Analyst or his/her relative or Ajcon Global Services Limited has any other material conflict of | No
interest at the time of publication of the Research Report

4) Research Analyst has served as an officer, director or employee of the subject company(ies) No

5) Ajcon Global Services Limited has received any compensation from the subject company in the past | No
twelve months

6) Ajcon Global Services Limited has received any compensation for investment banking, or merchant | No
banking, or brokerage services from the subject company in the past twelve months

7) Ajcon Global Services Limited has received any compensation for products or services other than | No

investment banking, or merchant banking, or brokerage services from the subject company in the past
twelve months

8) Ajcon Global Services Limited has received any compensation or other benefits from the subject | No
company or third party in connection with the research report

9) Ajcon Global Services Limited has managed or co-managed public offering of securities for the subject | No
company in the past twelve months

10) Research Analyst or Ajcon Global Services Limited has been engaged in market making activity for the | No

subject company(ies)

Disclaimer

Investment 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.

Ajcon Global Services Limited is a SEBI registered Research Analyst entity bearing registration Number INHO00001170
under SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Limited or their associates are not allowed to deal or
trade in securities that the research analyst recommends within thirty days before and within five days after the publication
of a research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, We and our affliates, officers, directors, employees and their
relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Limited is a fully integrated stock broking, investment banking, merchant banking, corporate
advisory, commodity and currency broking Company. It may therefore have commercial relationship for the above said
services with the Company covered in this Report. Ajcon Global Services Limited research analysts responsible for the
preparation of the research report may interact with trading desk personnel, sales personnel and other parties for
gathering, applying and interpreting information.

Ajcon Global Services Limited encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Limited 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 Ajcon Global Services Limited nor Research Analysts have any material conflict of interest at the time of
publication of this report.

Ajcon Global Services Limited or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Limited and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
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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 Ajcon Global Services Limited. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Limited is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Ajcon
Global Services Limited from doing so. 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. Ajcon Global
Services Limited 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. Ajcon Global
Services Limited 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. Ajcon
Global Services Limited 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.

It is confirmed that Divya Makwana or any other Research Analysts of this report has not received any compensation from
the company mentioned in the report in the preceding twelve months. Compensation of our Research Analysts is not based
on any specific merchant banking, investment banking or brokerage service transactions.

Ajcon Global Services Limited or its subsidiaries collectively or Directors including their relatives, Research Analysts, 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.

Ajcon Global Services Limited may have issued other reports that are inconsistent with and reach different conclusion from
the information presented in this report. Neither the Research Analysts nor Ajcon Global Services Limited have been
engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Limited by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Divya Makwana, research analyst, author 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 compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view (s) in this

report.
p Digitally signed by Divya Babubhai

Divva e ol
For research related queries contact: y 25,4 20m24de5 eersSAmder Ta1e27
A 2cdcfd740651187bf45239ac869ee9c
. i B b b h 642ed0aa8, postalCode=400092,
Divya Makwana - Research Analyst at research@ajcon.net a U al st=Maharashtra,
serialNumber=824ad3cd7e41958684
e621fe36d3f8a362c79c651226b3099
CIN: L74140MH1986PLC041941 M a kwa N Q a7 roa Babubha

Date: 2024.12.21 18:41:55 +05'30'

SEBI registration Number: INHO00001170 as per SEBI (Research Analysts) Regulations, 2014.
Website: www.ajcononline.com

Registered and Corporate office

408 - (4% Floor), Express Zone, “A” Wing, Cello — Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway,
Goregaon (East), Mumbai - 400063. Tel: 91-22-67160400, Fax: 022-28722062
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