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Type of Issue Issue size Rs. Mn
Fresh 0.0
Offer for Sale 12,500.0
Total 12,500.0
Post issue mkt cap (Rs. mn)* 40,023.5
Lot size 21 shares

*At Upper Price Band

Issue Break-Up

Reservation for % of Issue
QB 50%
NIB 15%
Retail 35%
Total 100%
Indicative Offer Timeline Indicative Date
Bid/Offer Opening Date Dec 20, 2024
Bid/Offer Closing Date Dec 24, 2024
Finalization of the Basis of Allotment Dec 26, 2024
Credit of shares Dec 27, 2024
Initiation of refunds Dec 27, 2024
Listing Date Dec 30, 2024
Use of Proceeds
Issue is entirely OFS
General Corp Purpose

Axis capital Ltd., BNP Paribas, Nuvama
Manager

Wealth Management Ltd.
Registrar Link Intime India Pvt. Ltd.

Saral Seth
VP—Institutional Equities

Price Band Recommend

Carraro India Ltd.

IPO Meet Note Rs. 668-704 SUBSCRIBE

Growth to hinge on Agriculture and Infrastructure sector; SUBSCRIBE

e Commenced operations in 1997, Carraro India Ltd. is a leading supplier of axles, transmission systems, gears, and
related components for tractors and construction vehicles in India.

e The company manufactures axles and transmission systems for agricultural tractors and construction vehicles
such as backhoe loaders, cranes, and compactors. The company also offers a variety of products, including differ-
ent horsepower axles, transmission systems, gears, shafts, and ring gears for industrial and automotive vehicles.

¢ Segment wise revenue mix -

o Axles and transmission systems for agricultural tractors (45% of sales | FY22-24 CAGR of 3%): Manufactures
axles and transmission systems for agricultural tractors, in India and export markets.

e Gears and transmission system for construction vehicles (41% of sales | FY22-24 CAGR of 17%): Manufac-
tures Gears and Transmission systems for backhoe loaders, compact wheel loaders, telehandlers, crane, fork-
lift, aerial working platforms, self-loading concrete mixers and soil compactors for use in construction

e Others segment (14% of sales | FY22-24 CAGR of 11%): Manufactures Gears, Shafts and Ring Gears for
Industrial and Auto segment.

¢ The company has two manufacturing plants in Pune, Maharashtra and caters to 38 OEMs in India and exports
internationally through Carraro Drive Tech Italia S.p.A.

e The company holds 49.4% market share in Agriculture, 38.4% in Construction, and 12.2% in Other sectors. Its Top
10 customers contribute 85.4% to its sales which include marquee names like the Carraro Group, CNH, M&M,
John Deere India, International Tractors., Escorts Kubota.

o Region wise mix: India - 62.5% | Europe - 33.8% (mainly to parent) | America - 3.1% | Others - 0.6%.

Valuation and Outlook: At the upper price band of Rs 704, the IPO is valued at a P/E of 178.5x/82.6x/64.0x
FY22/23/24 earnings. The company is one of the leading manufacturers of axles and transmission systems for
agricultural tractors and construction vehicle industry. It is caters to leading industrial and automotive OEMs for
Gear shafts. The company has grown its Revenue/EBITDA/PAT at a CAGR of 9%/48%/67% over FY22-24 led by new
customer additions, improved product mix (shift towards higher HP tractors) and market share gains. The company
also exports components to its parent CARRARO S.p.A, Italy (~¥33% of sales). We believe the Indian tractor industry
is poised to grow at 7% CAGR over FY24-27E and CARRARO should gain ahead of the industry backed by new prod-
uct applications and market share gain. We thus assign a SUBSCRIBE rating to the IPO.

DECEMBER 18 2024

Indsec Research is also available on www.indsec.com and Bloomberg RESP_ISFL <GO>, Thomson Reuters, Factset and Bluematrix
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Pre-issue and post-issue holding structure

Financial summary

Pre-issue Post-issue*

Financial summary (Rs. mn) FY22 FY23 FY24

Shareholding pattern Holding (%) Holding (%)
Revenue 14,975 17,131 17,890 2

Promoter
Adj. EBITDA 604 1,047 1,324 100.0 68.8
. . Promoter Group
Adj. EBITDA margin (%) 4.0% 6.1% 7.4%
PAT margin (%) 1.5% 2.8% 3.5% Total 100.0 100.0
* At upper price band

Key risks: Corporate structure of Carraro India

o Seasonal sales fluctuations: Agricultural tractor sales are affected by seasonal demand,
rising costs, and product development, which can cause fluctuations in results and impact
financial performance of the company.

— Carraro S.p.A. —

100.00%
¢ Potential competition and conflicts: Conflicts of interest may arise with Group Companies

due to similar business activities, lack of non-compete agreements, and competition,
affecting Carraro India’s business and financial performance. Carraro

International S.E.

¢ Dependence on tractor and construction markets: Carraro India’s business depends on
global tractor and construction vehicle markets, which can be affected by factors like de- 99.99%*
mand fluctuations, government policies, and economic conditions, impacting sales and fi-

nancial performance. 0.00%"

Carraro India Limited

¢ Dependence on manufacturing stability: The Company’s manufacturing plants may face
risks like equipment failure, labour disputes, power interruptions, natural disasters, or reg-
ulatory issues, potentially impacting production, and operations.

¢ Royalty paid to parent has ranged between 1-2% of sales but has been reducing gradually. 1.00%

Carraro Technologies

Any sharp increase in royalty payment could impact the company’s profitability. India Private Limited

Source: RHP Page 2
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Carraro India Ltd.

Revenue mix from India and Exports (In %)

End-user segment mix (In %)

2022 2023 2024 9MFY24
Particulars 2022 2023 2024 9MFY24
India 63.2% 61.8% 64.1% 65.4%
Agricultural £0.6% 49.4% 45.0% 47.0% Exports 36.8% 38.2% 35.9% 34.6%
Tractors
o European Union 32.9% 34.6% 34.6% 33.2%
Construction
Vehicles 36.1% 38.4% 41.3% 39.6% . Asia (Excluding India) 0.8% 0.6% 0.8% 1.0%
. America 3.0% 3.0% 0.4% 0.2%
0, 0, 0, 0,
Others 13.3% 12.2% 13.7% 13.3% . Rest of the World 0.0% 0.0% 0.0% 0.0%

Production in units and capacity utilization (%) Royalty to parent (Rs in mn) and as a % of sales

Units 2022 2023 2024 | 6MFY24 Rs in mn FY22 FY23 FY24 9MFY24
Axles 72,654 | 74,342 | 68,961 | 42,144 Royalty 407.5 421.2 256.0 44.5
Transmission System 47,129 | 47,055 | 46,579 | 19,635 % of sales 2.7% 2.5% 1.4% 0.5%
Other Components 11,503 10,772 14,066 8,112
Driveline Utilisation (%) 82.3% 80.2% 81.0% 76.8%
Gear Utilisation (%) 84.8% 93.2% 89.9% 71.4%
Page 4
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Carraro India Ltd.

Key customers include leading domestic and International OEMs

Revenue from top 10 customers (9MFY24)

OEM Name Rs in mn % of sales
The Carraro Group 3,043 37.9%
Mahindra & Mahindra 1,187 14.8%
CNH 1,163 14.5%
Customer E 515 6.4%
Sonalika 454 5.6%
Bull Machines Private Limited 420 5.2%
Customer F 371 4.6%
Customer C 341 4.2%
Customer A 319 4.0%
Customer D 226 2.8%
Total sales 8,037 100.0%
Segment wise customer base
No. of customers FY22 | FY23 | FY24 |9MFY24
Agricultural tractor sector only 10 9 12 12
Construction vehicle sector only 15 17 16 18
Both segments 6 6 6 5
Others segment 11 9 10 9
Total customers 42 41 44 a4
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Carraro India Ltd.
Market share by volume (%)
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Carraro India Ltd.
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Carraro India Ltd.

Strengths:

Tier 1 Supplier: The company is a leading supplier of axles, transmission systems, and gears for agricultural and construction vehicles in India. Company is the
market leader in tractor transmission systems and have a strong competitive advantage due to product complexity and long customer relationships.

Customized OEM Solutions: The company provides customized driveline solutions for key customers like Mahindra and Bull Machines. Also, The company sup-
ply axles and transmission systems for tractors and construction vehicles. With long-term contracts, company maintain strong relationships with domestic and
international OEMs, generating significant revenue from both markets.

Strong Supplier Network: As a one-stop OEM supplier, the company has strong relationships with 220 domestic and 58 international suppliers, focusing on lo-
cal sourcing to reduce costs, optimize logistics, and ensure quality.

In-house Innovation Expertise: The company, through the acquisition of CTIPL and its R&D centre, strengthened its design, R&D, and manufacturing capabili-
ties, enhancing competitiveness, and enabling innovation in electric transmission projects.

Advanced Manufacturing Capabilities: The company operate two manufacturing plants in Pune, producing axles, transmission systems, gears, and related com-
ponents with using advanced technology, high quality, and efficiency.

Experienced Leadership Team: Experienced management team driving growth through cost optimization, local supply chain, quality improvements, and region-
al expansion, enhancing profitability and efficiency.

Strategies:

Strong Market Positioning: Company’s growth strategy focuses on innovation, cost optimization, expanding local suppliers, and capitalizing on industry trends
to increase market share.

Product Innovation: The Company plan to expand market penetration through new product introductions, innovation in applications, and entry into new seg-
ments, enhancing growth and customer value.

Future-Ready Market Expansion: The Company aim to drive growth by introducing future-ready technologies, including electric and high-HP transmissions, to
meet the increasing demand in the agricultural and construction vehicle sectors, leveraging innovations from the Carraro Group.

Production Expansion Strategy: Carraro India Ltd. planning to enhance production capabilities in Pune, expand manufacturing plants, implement digitalization
for efficiency, and increase automation while focusing on sustainability and carbon reduction.

Enhancing Local Efficiency: The company wants to localize their supply chain, expand local suppliers, vertically integrate key components, and optimize cost and
efficiency.

Source: RHP Page 8
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Carraro India Ltd.
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INDSEC Rating Distribution

BUY : Expected total return of over 15% within the next 12-18 months.
HOLD : Expected total return between 0% to 15% within the next 12-18 months.
SELL : Expected total return is negative within the next 12-18 months.

NEUTRAL: No investment opinion, stock under review.

DISCLOSURE

BUSINESS ACTIVITIES:

Indsec Securities and Finance Limited (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency
Derivative Segment) vide registration No. INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of the National Securities Depository Limited (NSDL) and a
SEBI registered Portfolio Manager. With this setup ISFL is in a position to offer all types of services in the securities industry.

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is today empaneled with most of the local financial institutions, insurance companies, banks and mutual
funds. ISFL has grown from being a medium size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services.

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993 vide registration No. INPO00001892.
Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to investors.

DISCIPLINARY HISTORY:

(] No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under
(] No penalties have been imposed for any economic offence by any authority.

(] No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency.

L] There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or initiated by any regulatory authority against the Company or its Directors, principal officers or em-
ployees or any person directly or indirectly connected with the Company.

DECLARATION:

. ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the time of publication of this document;

. ISFL has not received any compensation from the subject company (ies) in the past twelve months;

(] ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months;

(] ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the subject company (ies) in the past twelve months;
(] ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document;

(] None of the research analysts have served as an officer, director or employee of the subject company (ies);

(] ISFL has not been engaged in the market making activity for the subject company (ies);
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DISCLOSURE

GENERAL TERMS AND CONDITION/ DISCLAIMERS:

This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of security.

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. However, we do not guarantee its accuracy and the information may be incomplete
and condensed. Note however that, we have taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other employee of our company is in any way responsible for
its contents. The Company’s research department has received assistance from the subject company (ies) referred to in this document including, but not limited to, discussions with management of the subject company (ies). All opinions, projec-
tions and estimates constitute the judgment of the author as of the date of this document and these, including any other information contained in this document, are subject to change without notice. Prices and availability of financial instru-
ments also are subject to change without notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the information current. Also, there may be regulatory, compli-
ance, or other reasons that may prevent us from doing so.

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any decision to purchase/sale securities mentioned in this document must take into account existing public
information on such security or any registered prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies dis-
cussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Each recipient of this document should make such investigations as it deems necessary to
arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved).

This document is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for distribution to the US taxpayers covered under
US Foreign Account Tax Compliance Act (FATCA) provisions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Any comments or statements made herein are those of the analyst and do not necessarily
reflect those of the company. No matter contained in this document may be reproduced or copied without the consent of the company. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prose-

cution. The information contained in this document is intended solely for the recipient and may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties.

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL
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