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A Global OEM Supplier
About the Company IPO Details
Azad Engineering Limited (AEL) is one of the key manufacturers of qualified product lines  price Band Rs) 499-524
supplying to global original equipment manufacturers (“OEMs”) in the energy, aerospace and  Face Value (Rs) 2
defence, and oil and gas industries, manufacturing highly engineered, complex and that are  Issue Open/Closing Date 20-Dec-23/22-Dec-23
mission and life-critical components and hence, some of our products have a “zero parts per  Fresh Issues (Crs) 240
million” defects requirement competing with manufacturers from China, Europe, USA and Japan.  OFs (Crs) 500
AEL have four advanced manufacturing facilities in Hyderabad, Telangana, India, capable of  Total Issue (Crs) 740
producing high precision forged and machined components and two large manufacturing  Minimum Bid Qty. (Nos) 28
facilities in the pipeline. QIB / HNI / Retail 50%/15%/35%
Implied Market Cap (Rs Crs)* 3,098

Diversified Product Categories for global OEMs

AEL diversified product ranges across energy, aerospace and defence, and oil and gas industries
manufacturing critical high precision forged and machined components which we believe,
makes us stand out as a strategic partner to OEMs in the industries in which we operate. As of
Sep’23 it has approximately 45 qualified manufacturing processes and 1,400 qualified parts and
components. AEL revenues are 80% exports in 15 countries and the customers include global
OEMs across the energy, aerospace and defence, and oil and gas industries such as General
Electric, Honeywell International Inc., Mitsubishi Heavy Industries, Ltd., Siemens Energy, Eaton
Aerospace and MAN Energy Solutions SE to name a few.

High Barriers to Entry for new players

AEL is the preferred manufacturer of mission & life-critical components serving highly regulated
industries with significant entry barriers as there is a stringent qualification processes taking up
to 30-48 months for on boarding a new vendor high precision parts with “zero parts per million”
defects requirement. AEL has demonstrated efficiency pursuant to machining time reduction
and adherence to strict quality, resulting in competitive strength against manufacturers and
exhibiting process design capabilities & cost competitiveness resulting in winning contracts.

Consistent Growth Drivers

Azad Engineering Ltd. provides components to the aviation sector such as engine airfoils and
other precision, forged and machined components. The outlook for global air traffic is positive
with Revenue Passenger Kilometer (RPK) expected to increase to 9.5 Bn by 2027 growing at a
CAGR of 12%. The rise in global military expenditure was driven by the Russian - Ukraine conflict
and rise in defence spending with focus on modernization and advanced aircrafts, whereby the
TAM for aerospace and defence is expected to grow by 9% CAGR till FY27.

Financials in Brief

On the financial front, the company reported a turnover of Rs 123 Crs, Rs 194 Crs and Rs 252 Crs
for FY21, FY22 and FY23 respectively, on a consolidated basis. It posted adjusted net profit of Rs
20.4 Crs, Rs33.1 Crs and Rs 45.2 Crs respectively for the aforementioned period. The customers
have stringent certification requirements and engage products in rigorous testing and quality
checks which also builds customer loyalty due to which customer stickiness can be high. AEL
long-term relationships and ongoing active engagements with customers also allow us to plan
our capital expenditure, enhance our ability to benefit from increasing economies of scale with
stronger purchasing power for raw materials and a lower cost base.

Our View

AEL is strengthening its core capabilities across the focus industries leverage industry-leading
capabilities by continuing to diversify the customer base and increase penetration and wallet
share with existing customers by entering into new component lines. AEL would continue to
augment manufacturing capabilities by organic and inorganic acquisitions, building scale
and delivering state of the art execution with its multifold facilities coming up over the next few
years which will increase its revenues base, reduce operating costs, and improve operating
efficiencies deploying new technologies offering quality products at optimal prices. AEL is one
of the fastest growing manufacturers with one of the highest EBITDA margins among the
key players, backed by marquee investors, unique business model, strong TAM in various
segments over the next few years, consistent track record of financial performance
suggests a SUBSCRIBE rating for the long term.

*At higher band

Obiject of the Issue

» Funding capital expenditure of the Company.
> Repayment of certain borrowings.
» General Corporate purposes.

Strengths

> Preferred name in the manufacturing of highly-
engineered, complex and mission & life critical
components.

» Advanced manufacturing facilities with a diverse
range of products and solutions.

> Supplying to highly regulated industries having
significant entry barriers.

> Experienced Promoter and management team
backed by marquee investors.

Key Risk

» Raw material sourcing risk and customer

concentration risk.

> Global nature of our operations exposes us to
numerous risks.

Shareholding (%) Pre-Issue  Post-Issue
Promoters 78.6 65.9
Others 214 34.1
Key Financials

(Rs Crs) FY22(12) FY23(12) HIFY24(6)
Exports % 78% 80% 90%
Revenue 194 252 159
Adjusted EBITDA 63 80 53
EBITDA Margin (%) 32.5 31.6 33.3
Adjusted PAT 33 45 29
PAT Margin (%) 17.1 18.0 18.5
EPS (Rs) 6.5 1.8 54
RocE (%) 16.9 12.9 9.6
RoE (%) 24.5 4.2 n7
Networth 118.9 202.5 2211
Total Borrowings 197 301 325

Source: RHP
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Exhibit 1: Global Revenue Passenger Kilometer (Bn) (2017-2027)

2017 2022 2027

Source: RHP, IATA, World Air Traffic Forecast Boeing report 2022

Exhibit 2: Global air freight traffic (Bn-ton) (2017-2027)

2017 2022 2027P

Source: RHP, World Bank Data- accessed July 2023, World Air Cargo Forecast — Boeing report 2022.

Exhibit 3: Indian air traffic (millions) (FY17-FY30)

FY17 FY22 FY27 FY30

Source: RHP, World Bank Data, Economic Times - “India is flying high again: Domestic numbers touching pre-
pandemic levels” dated May 2023
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Exhibit 4: Global military expenditure (US$ Bn) (2018-22)

B
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Source: RHP, SIPRI, Note: Includes SIPRI estimates of military spending for certain countries. All values at constant
2021 prices and exchange rates.

Exhibit 5: Top countries by value share of military expenditure in 2022
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United China India Saudi Russia  United Germany France Japan Korea.,
States of Arabia Kingdom South
America

Source: RHP, SIPRI

Exhibit 6: Share of major conventional arms procured between 2016-2020 as per origin

Domestic

Imports

Source: RHP, SIPRI

Note: Major arms as categorized by SIPRI include Aircrafts, armor, ships, missiles, air-defence systems etc. Arms
produced completely in-house from design, development to manufacturing are considered domestic. Licensed
production is included in imports.
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Exhibit 7: Trends in value of Indian exports (INR Cr) (FY18-23)
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Source: RHP, Press release from Ministry of Defence in PIB, dated 01 April 2023

Exhibit 8: Our Journey
2022
= Acquired 18.50 acres of land for a new
2019 plant (Phase 2 expansion)
Enterad into a long-term contract - Raised capital worth of INR 2,173 Mn
with Honeywell International
Inc. for supply of serospace
products
20
2014 - Onboarded
Maved into a new marquee investors
Facility from the sports
2021 ey
2008 = Acquired 23.45 acres of land for a new
- Established CNG machine shop plant (Phase 1 expansion)
+  Purchase order from a large - Raised capital worth of INR 600 Mn
govgrnment—uwned power generation - Long-ferm coniract with GE Aviafion
equipment manufacturer 2017 for supply of aerospace products
Inaugurated exclusive
manufacturing bay for Mitsubishi
Hitachi Power Systems Shareholding Pattern (Fully Diluted Basis)
Industries Limited
11.06%
= Promoter &

Promoter Group

2012 « PSCOF"

Constructed a forge shop

and a heat treatment facility

1or = DMI Finance
1983 78.61%
Incorporation of our 1 Others
company
h Y

Source: RHP, Note:*PSCOF = Piramal Structured Credit Opportunities Fund;
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Exhibit 9: Project and Life Critical Portfolio of Diversified Product (1/2)
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Exhibit 10: Project and Life Critical Portfolio of Diversified Product (2/2)

Energy and Oil & Gas Indusfry
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Disclaimer:

Reliance Securities Limited (RSL), the broking arm of Reliance Capital is one of the India’s leading retail broking houses. Reliance Capital is amongst India’s leading and most valuable
financial services companies in the private sector. Reliance Capital has interests in asset management and mutual funds, life and general insurance, commercial finance, equities and
commodities broking, wealth management services, distribution of financial products, private equity, asset reconstruction, proprietary investments and other activities in financial services.
The list of associates of RSL is available on the website www.reliancecapital.co.in. RSL is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014

General Disclaimers: This Research Report (hereinafter called ‘Report) is prepared and distributed by RSL for information purposes only. The recommendations, if any, made herein are
expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security
through RSL nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective securitylies) referred to herein. These information / opinions /
views are not meant fo serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein. Recipients of this Report should rely
on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before
executing any frades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by
RSL to be reliable. RSL or its directors, employees, dffiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, dffiliates or
representatives of RSL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the
information / opinions / views contained in this Report.

Risks: Trading and investment in securities are subject to market risks. There are no assurances or guarantees that the objectives of any of trading / investment in securities will be achieved.
The trades/ investments referred to herein may not be suitable to all categories of traders/investors. The names of securities mentioned herein do not in any manner indicate their prospects
or returns. The value of securities referred to herein may be adversely affected by the performance or otherwise of the respective issuer companies, changes in the market conditions,
micro and macro factors and forces affecting capital markets like interest rate risk, credit risk, liquidity risk and reinvestment risk. Derivative products may also be affected by various risks
including but not limited to counter party risk, market risk, valuation risk, liquidity risk and other risks. Besides the price of the underlying asset, volatility, tenor and interest rates may affect
the pricing of derivatives.

Disclaimers in respect of jurisdiction: The possession, circulation and/or distribution of this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action
has been or will be taken by RSL in any jurisdiction (other than India), where any action for such purposels) is required. Accordingly, this Report shall not be possessed, circulated and/
or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. RSL requires such recipient to
inform himself about and to observe any restrictions at his own expense, without any liability to RSL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the
Courts in India.

Disclosure of Interest: The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions
in respect of the securities and their respective issuers. None of RSL, research analysts, or their relatives had any known direct /indirect material conflict of interest including any long/short
position(s) in any specific security on which views/opinions have been made in this Report, during its preparation. RSL's Associates may have other potential/material conflict of interest
with respect to any recommendation and related information and opinions at the time of publication of research report. RSL, its Associates, the research analysts, or their relatives might
have financial interest in the issuer company(ies) of the said securities. RSL or its Associates may have received a compensation from the said issuer companylies) in last 12 months for the
brokerage or non brokerage services.RSL, its Associates, the research analysts or their relatives have not received any compensation or other benefits directly or indirectly from the said
issuer company(ies) or any third party in last 12 months in any respect whatsoever for preparation of this report.

The research analysts has served as an officer, director or employee of the said issuer company(ies)?: No

RSL, its Associates, the research analysts or their relatives holds ownership of 1% or more, in respect of the said issuer company(ies).?: No

Copyright: The copyright in this Report belongs exclusively to RSL. This Report shall only be read by those persons to whom it has been delivered. No reprinting, reproduction, copying,
distribution of this Report in any manner whatsoever, in whole or in part, is permitted without the prior express written consent of RSL.

RSL's activities were neither suspended nor have defaulted with any stock exchange with whom RSL is registered. Further, there does not exist any material adverse order/judgments/
strictures assessed by any regulatory, government or public authority or agency or any law enforcing agency in last three years. Further, there does not exist any material enquiry of
whatsoever nature instituted or pending against RSL as on the date of this Report.

Important These disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views of which they form part of.

RSL CIN: U65990MH2005PLC154052. SEBI registration no. (Stock Broker: INZ000172433, Depository Participants: CDSL IN-DP-257-2016 IN-DP-NSDL-363-2013, Research Analyst:
INHO00002384); AMFI ARN No.29889.
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