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Company Overview:

Divgi TorqTransfer Systems Ltd. (DDTS) was established in 1964 as a
small scale manufacturing enterprise and has 58+ years of experience
in auto component industry. The company is the amongst the very few
suppliers in India who have the capability to develop and provide
system level Transfer Case, Torque Coupler, Dual Clutch Transmission
(DCT) solutions. They are the largest supplier of Transfer Case System to
passenger vehicles manufacturers in India and the only player
manufacturing and exporting transfer cases to global OEMs from India.
The company has long term relationships with marquee domestic and
global OEMs like M&M, Tata Motors, Force Motors, Toyota Kirloskar
Auto etc. The company has technical tie up with BorgWarner (German
auto company) for Dual Clutch Transmission (DCT) applications.

Key Highlights:

Strong product portfolio for PV, UV and CV: The company supply a
variety of products under the broad categories of Torque Transfer
System, Dual Clutch Transmission (DCT), Transmission for BEV &
components for Hybrid EV, Manual Transmission, Synchronizer Systems
and related components. The company offer range of products to
customers across passenger vehicles, utility vehicles and commercial
vehicles. The product has applications across wide range of vehicle
platforms like ICE — 4WD/AWD, ICE — Manual, ICE — Automatic, Hybrid
vehicle and Battery Electric Vehicle (BEV).

Strong focus on R&D and advance in-house hardware and software
capabilities: With the help of the global partner, the company has
invested in defining its own logic, control algorithm, and application
software. Successful R&D initiatives on software development by DDTS
are transfer case control logic, NexTrac torque intervention logic,
thermal shut down logic to protect the applications, and park lock-in EV
application logic and control. The company is expected to bring in
mechatronic expertise in the overall design and development phase of
the transfer case.

Strategically located manufacturing facilities: The company’s
manufacturing facilities are strategically located close to its key
customers and are spread across Maharashtra (Bhosari & Shivare) and
Karnataka (Sirsi). In addition, the company has commenced
construction of new manufacturing facility at Shirwal near Pune,
Maharashtra (purchased 10 acres of land and commenced
construction) which will add manufacturing capacity for DCT and EV
transmissions and is expected to be fully completed by FY24.

Valuation:

The issue is valued at P/E multiple of 33.5x (at lower price band of Rs
560/share) and 35.2x (at upper price band of Rs 590) of its 6MFY23
annualised earnings. DDTS is one of the rare auto ancillary businesses
where EBITDA margin is more than 25%, PAT margin is more than 19%
and generates healthy mid-teens return ratios. We recommend
investors to subscribe the issue at Cut-Off Price with long term
investment horizon.

Issue Details

Date of Opening 1st Mar 23

Date of Closing 3rd Mar 23

Price Band (Rs) 560 — 590

Issue Size (Rs cr) 400 - 412

No. of shares 71,48,529 - 69,85,090
Face Value (Rs) 5

Post Issue Market Cap 1,722 - 1,804

(Rs cr)

Inga Venture

BRLMs Equirus Capital

Registrar Link Intime India Pvt Ltd

Bid Lot 25 shares and in multiple thereof
QIB shares 75%

Retail shares 10%

NIB (HNI) shares 15%

Employee Reservation

Employee Discount

Objects of Issue

(Rs Cr.)

Gross Proceed From Fresh Issue 180

(Less) Funding Capex and General Corporate

expenses*

Net Proceeds*

*To be finalised upon determination of the Offer Price and updated in the

prospectus at the time of filing with the RoC

Shareholding Pattern

Pre Issue

No. of Shares %

Promoter & Promoter Group

184,97,200 67.2

Public & Others

90,34,880 32.8

Total

2,75,32,080 100.0

Post Issue @Lower Price Band

No. of Shares %

Promoter & Promoter Group

1,84,97,200 60.2

Public & Others

1,22,49,166 39.8

Total 3,07,46,366 100.0
Post Issue @Upper Price Band No. of Shares %
Promoter & Promoter Group 184,97,200 60.50

Public & Others

1,20,85,727 39.5

Total

3,05,82,927 100.0

Source: RHP, SSL Research
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e The company’s 93% of revenue comes from the top 5 customers. Any loss of such customers or a significant reduction
in purchases by such customers will have a material adverse impact on the business.

e The company’s overseas sales (9-10% of the total sales) are highly concentrated in two countries i.e. China and Russia.
These countries contribute around 54.13% of the overall export volumes. The company has made investments in debt
instruments that are not secured.

e Volatility in the raw material prices and unavailability of the raw material can adversely affect the business.

e The company depends on some third-party suppliers for certain key components and raw materials for the
manufacturing of systems and components. The raw material purchased from South Korea/USA/CHINA as a percentage
of total raw materials purchased is 9.8%/9.8%/4.4%.

e Fluctuation in forex can adversely affects business operations and finance.

Growth strategy

e Capturing market opportunities in the growing EV space, and the fast-growing demand for automatic transmissions in
the passenger UVs segment.

e Improve market share and wallet share by increasing customer and geographic diversification.

e Cost optimization through product engineering and localisation

e Continued focus on R&D to manufacture diverse products and expand into products to serve new and emerging trends.

Product-wise Revenue Break-up (Rs cr)

%

%

%

%

Category olFY2s Contribution Free Contribution Frat Contribution FYe0 Contribution
Transfer Cases 95,5 72.7% 153.2 68.1% 87.4 48.7% 49.8 32.7%
T —
ransmission 315 24.0% 66.8 29.7% 89.7 50.0% 99.4 65.3%
components
Auto locking hubs 4.2 3.2% 5.1 2.3% 2.3 1.3% 3.1 2.0%
Total 131.2 100.0% 225.1 100.0% 179.4 100.0% 152.3 100.0%

sbi securities

1%*March 2023



Divgi TorgTransfer Systems Limited Auto Components

Installed Capacity & Capacity Utilisation %

A| Torque Transfer System

1| Transfer Case- ESOF 16,500 30,000 18,000 18,000 58 58 74 72
Bhosari Leased

2 | Transfer Case-Mech 16,500 30,000 18,000 18,000 129 130 102 15

3| ITM Coupler-Nextrac 11,150 23,100 - - 20.5 6 - -

Syncronisers Synchro
Assembly

Components

Gears (including
Planetary Sun Gear,
Piece Gear, Ring

Gear, Gear for

Reverse Idler, Gears

for main and counter
shaft etc.)

Torq Transfer System
Auto Locking Hub
Components Gears
(including Planetary Sun
Gear, Piece Gear, Ring
Gear, Gear for Reverse
Idler, Gears for main and
counter shaft etc.)

Industry Overview

Outlook on the Indian Passenger Vehicle Industry (FY22- 27E)

2,52,000 5,04,000 5,04,000 5,04,000 27 28 37 37

Sirsi Owned
7,29,300 1,45,86,000 13,12,740 13,12,740 49 59 87 92

84,000 1,68,000 1,68,000 1,68,000 13 8 5 6

Shivare Owned
2,94,000 5,88,000 5,29,200 4,49,820 53 34 16 34

On a long-term horizon, CRISIL estimates overall PV production to grow at 8-10% CAGR from FY22 to FY27E to reach 5.5-6.0
million units by FY27E. Domestic sales are estimated to reach 4.8-5.0 million units growing at 9-11% CAGR while exports are
projected to clock 5-7% CAGR growth in FY22- FY27E period.

PV Production Outlook (Mn Units)
%

CAGR FY22-27:8-10

5.7
| | I

FY22 FY23e FY24e FY27e

Source: SIAM, CRISIL MI&A
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Trend in the Transmission Mix

CRISIL estimates AMT/iMT to account for 17-19% of domestic sales, CVT to account for 5-7% of domestic production. The
premium technologies AT and DCT to account for remaining 4-8%. These transmissions are primarily imported in India where
some localization is currently happening in the DCT transmission. Strong localization of DCT going ahead has the potential of

replacing the AT transmission given the price advantage.

FY22E FY27E

)5% ’.
— 2% \‘ 4%
4%
= AMT/iMT = CVT = AT =uDCT = MT = AMT/iMT = CVT = AT =DCT = MT
Source: SIAM, CRISIL MI&A Source: SIAM, CRISIL MI&A

Split of PV Production by Drivetrain Type

Expected higher growth of UVs as compared to passenger cars will drive the growth of RWD and 4WD. Share of RWD and
4WD is expected to increase by 1-2% by FY27 driven by need for long distance driving, growing interests in off-roading. Share
of AWD is expected to expand gradually by 1% by FY27 mainly due to its high initial cost as compared to other drivetrain
categories. Accordingly, CRISIL estimates FWD vehicles to account for 87-89% of production in FY26, followed by 8-10% for
RWD, 1-3% 4WD and 1-2% AWD. The all-wheel drive market is expected to remain niche in the next 5 years.

3%

FY22E FY27E
2% k

1%

\

=FWD =RWD = AWD =4WD " FWD =RWD = AWD =4WD

Source: SIAM, CRISIL MI&A Source: SIAM, CRISIL MI&A
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Transfer case industry split by application in value terms, (FY22- 27E)

Market for transfer case is expected to increase by 24-27% CAGR from FY22 and FY27 that is from 89,000 units to 2,70,000-
2,75,000 units in volume terms and by 25-28% CAGR in value terms i.e. from Rs 3.6 billion to Rs 11-13 billion.

Indian Transfer Cases Market Outlook (Rs bn)
14

11-13
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10

FY22e FY23e FY24e FY27e

Source: SIAM, CRISIL MI&A

Indian Synchroniser Pack Market Outlook (FY22-FY27E)

Market for synchroniser is expected to increase by 8-10% CAGR from FY22 and FY27 in volume terms and by 10-13% CAGR in
value terms. Market for synchronizers is expected to touch Rs 39-41 billion by FY27.

Indian Synchroniser Pack Market Outlook (Rs bn)
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Source: SIAM, CRISIL MI&A
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Indian EV Transmissions Market Outlook (FY22-FY27E)

Market for EV transmission is expected to increase by 77-82% CAGR from FY22 and FY27 in volume terms as well as value
terms. EV transmission market is expected to be around Rs 42-44 billion with a volume of 4,35,000-4,40,000 by FY27.

Indian EV Transmission Market Outlook (Rs bn)
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Source: SIAM, CRISIL MI&A
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Financial Snapshot

Divgi TorqTransfer Systems Limited (DDTS)

(Rs. Cr.) Pre Issue Post Issue
FY22 6MFY23 (Annualised)
Particulars Price Band
560 (Lower) 590 (Upper)
Net Sales 233.8 267.4 267.4
Total Income 241.9 275.1 275.1
EBIDTA 65.6 74.2 74.2
PATH# 46.2 51.3 51.3
Equity Share Capital 13.8 15.4 15.3
No of Equity Shares (in crs) 2.8 3.1%* 3.1%*
Face Value 5.0 5.0 5.0
EPS 16.8 16.7 16.8
CMP 560.0 560.0 590.0
Cash and Bank 173.2 341.7 341.7
Debt 0.1 0.5 0.5
Market Cap 1,541.8 1,721.8 1,804.4
BV per share (Rs) 123.5 174.4 175.3
PE(x) 33.4 33.5 35.2
P/BV (x) 4.5 3.2 3.4
Enterprise Value 1,368.7 1,380.6 1,463.2
Mcap/Sales (x) 6.6 6.4 6.7
EV/Sales (x) 5.9 5.2 5.5
EV/EBIDTA (x) 20.9 18.6 19.7
EBITDA Margins (%) 28.1 27.7 27.7
Net Margins (%) 19.7 19.2 19.2
ROE (%) 15.1 14.5 11.7
ROCE (%) 19.0 19.6 15.8
Debt/Equity 0.0 0.0 0.0
Net worth 340.0 536.2 536.2
(Source: RHP, SSL Research). *Post issue

Year FY20 FY21 FY22

Net Sales 159.1 186.6 233.8

EBITDA 36.9 51.9 65.6

Net Profit 28.0 38.0 46.2

EBITDA Margin (%) 23.2 27.8 28.1

Net Profit Margin (%) 17.6 20.4 19.7

(Source: RHP, SSL Research)
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Peer Comparison

Divgi
Particulars (Rs cr) Toquragnsfer Sundram Fasten. Sona BLW Precis. ZF Commercial Endurance Tech.
System Ltd

CMP (Rs) 590.0 983.5 448.1 10551.3 1248.9
Sales 233.8 4902.1 2130.6 2543.4 7549.1
EBITDA 65.6 801.4 559.1 252.5 933.2
Net Profit 46.2 456.7 361.5 142.1 460.7
PE (x) 35.2 45.2 72.6 140.8 38.1
M.Cap (Rs Crs) 1624.4 20666.1 26232.0 20005.3 17566.7
EBITDA Margin (%) 28.1 16.3 26.2 9.9 12.4
RoE (%) 15.1 18.6 21.4 6.7 12.3
RoCE (%) 19.0 20.0 22.6 9.2 13.6

(Source: RHP, SSL Research, The valuation is based on FY22 financial data)
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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
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
Amit Chawda Bcom Research Analyst - 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 not intended 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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