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The Issue
Type of Issue Issue size Rs.
Mn
Fresh Issue 1353
Offer for Sale 326
Total 1,679
Post issue mkt cap (Rs. mn)* 6702
Lot size 28 shares
*At Upper Price Band
Issue Break-Up

Reservation for % of Issue

QlB 50%

NIB 15%

Retail 35%

Total 100%

Indicative Offer Timeline Indicative Date

Bid/Offer Opening Date Sept 2, 2024
Bid/Offer Closing Date Sept 4, 2024
Finalization of the Basis of Allotment Sept 5, 2024
Credit of shares Sept 6, 2024
Initiation of refunds Sept 6, 2024

Listing Date Sept 9, 2024
New facility in Tamil Nadu Rs 370 Mn
Capex towards PP&E Rs 111 Mn
Repayment of borrowings Rs 454 Mn
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+91 22 61146127
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Price Band Recommend

Gala Precision Engineering Ltd

IPO Meet Note

Rs. 503-529 SUBSCRIBE

Leading player in the DSS & WLW market with focus on expansion and debt reduction

Gala Precision Engineering manufactures precision components, specializing in technical springs such as disc and strip
springs (DSS), wedge lock washers (WLW), special fastening solutions (SFS), and coil and spiral springs (CSS). They
supply these components to OEMs and Tier 1 customers both within India and internationally.

The company offers approximately 750 SKUs, with 200 of these developed over the past five years. They also special-
ize in in-house designing and provide customized packaging and knitting solutions for their customers.

It's business revolves around the Spring Technology Division (80% of sales), supplying disc and strip springs (DSS) for
renewable energy, railways, automobiles, heavy machinery, and electrical equipment, as well as coil and spiral
springs (CSS) for vehicles and industrial infrastructure. They’ve also introduced retractor springs and produce make-to
-order special fastening solutions (19% of sales), like studs, anchor bolts, and nuts, for various industries including
renewable energy, railways, and heavy machinery.

GPEL commands 2% market share in the global DSS & WLW market, while it has 10% market share in the Indian Disc
spring market. Company also has 70% domestic market share and 3% global market share in the DSS market for re-
newable industry.

Gala Precision Engineering operates two manufacturing facilities in Wada, Palghar, with an annual production capaci-
ty of 246.46 million units and 0.42 million units for fasteners. They are setting up a new facility in Tamil Nadu, adding
10.07 million units of capacity for high-tensile fasteners and bolts.

Gala Precision Engineering serves a global clientele of over 175 customers and exports to more than 25 countries, in-
cluding Germany, Denmark, China, Italy, Brazil, the USA, Sweden, and Switzerland. These countries contribute 37.53%
to the company’s total sales.

In FY24, they generated Rs 2,025 Mn in revenue, with 63% (Rs 1,265 Mn) from India and 37% (Rs 760 Mn) from inter-
national sales. The industrial sector contributed 40% of revenue, renewable energy 31%, and mobility 29%.

Valuation and Outlook: At the upper price band of Rs. 529,the IPO is valued at a Post issue P/Ex of 27.2x and EV/
EBITDAXx of 17.5x,i.e. at 32% and 23% discount respectively to its peers. Gala Precision Engineering Ltd is a one of the
major precision engineering manufacturers that specializes in DSS & WLW and CSS. The company enjoys 2% market
share in the global DSS & WLW and 10% market share in the Indian Disc Market. Going forward the company is going to
set up a new capacity in the Tamil Nadu and expand the capacity of DSS & WLW in its existing facilities. Over FY22-24,
Company has grown its Revenue/EBITDA/PAT at CAGR of 18%/40%/93% respectively. Additionally, the company since
inception has followed a strategy to move to products that have a high TAM, this has helped the company to consistent-
ly grow. Furthermore, the DSS and WLW industries are expected to grow at a CAGR of 6.4% over the period of FY24-27.
This growth will be driven by the government's push for renewable energy and infrastructure development, as well as
the growing demand for automobiles. Therefore, expansion in SFS, robust financial track record, debt reduction and
positive industry factors make this IPO an attractive proposition. We thus issue SUBSCRIBE rating on the issue.

SEPTEMBER 02, 2024

Indsec Research is also available on www.indsec.com and Bloomberg RESP_ISFL <GO>, Thomson Reuters, Factset and Bluematrix
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Gala Precision Engineering Ltd

Key financial summary Pre-issue and post-issue holding structure * At upper price band

. . o, 1 o,

Financial summary (Rs. mn) | FY22 FY23 FY24 No. of Shares % of totafl equity No. of shares A.Of tota!I

capital equity capital
Revenue 1,453 | 1,655 2,025
vent Pre-IPO Post-IPO

Reported EBITDA 197 273 388 Promoter 7,538,864 74.56% 7,024,464 55.44%

Reported EBITDA margin (%)| 13.5% | 16.5% 19.1% Public 2,572,720 25.44% 5,645,536 44.56%

Adj. PAT 66 145 246 Employee trust - 0% - 0%

[+) [v)
ROE 6.3% 17 3x 41.5% Total 10,111,584 100.00% 12,670,000 100.00%
Selling shareholders Promoter & Promoter No. of shares
group / Others

Taramati V Gala Promoter 385,200
Kirti Vishanji Gala (HUF) Promoter 79,200
Nayna Gala Promoter 50,000
Satish Kotwani Individual 40,000
Hemlata Dhiraj Shah Individual 23,600
Dhiraj Nanchand Shah Individual 28,000
Rupa Sunil Mehta Individual 10,000

Risks:

¢ Risk from international market exposure: Exporting to multiple countries exposes the company to potential risks such as exchange rate fluctuations, deprecia-
tion of the Indian Rupee, and the need to comply with diverse regulatory requirements and foreign laws. Any adverse events in these countries could negative-
ly impact the company's business, financial condition, and operational results.

¢ Patent Infringement Risk: The company faces a patent infringement lawsuit involving a total claim of Rs.48.12 mn, representing 2% of its revenue. The plain-
tiffs seek a permanent injunction and have initially claimed Rs.20 mn in damages. This amount is subject to increase based on future sales assessments.

o Volatility in Steel Prices and Supply Chain Risks: They source steel, their primary raw material, from various vendors, with 20.83% imported from Europe, Chi-
na, and South Korea. In FY24, raw material costs were ~41% of revenue, making profit margins sensitive to steel price fluctuations. To mitigate risk, they rely on
multiple vendors both in India and abroad.

Source: RHP Page 2
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KPI's
Facility As of and for the financial year ended March 31,
2024 2023 2022
| Il A | | ] A | | ] A |
nstalled ctua Utilisation | metaied ctua Utilisation nstalled ctua Utilisation
Capacity Production (%) Capacity Production (%) Capacity Production (%)
(Numbers) (Numbers) ? (Numbers) (Numbers) ° (Numbers) (Numbers) °
DSS facility, W
5§ facility, Wada, 22,55,17,000 |  19,13,26,820 84.8% | 17,90,23,589 | 15,21,70,051 85.0% 1431,84,773 | 12,17,07,057 | 85.0%
Palghar, Maharashtra
€SS facility, Wada, 2,09,41,200 1,63,09,200 77.9% | 2,03,69,245 | 1,18,14,162 58.0% 1,82,39,271 | 1,05,78,777 58.0%
Palghar, Maharashtra
FS facility, W
SFS facility, Wada, 4,20,000 2,92,500 69.6% 1,49,643 1,12,232 75.0% 1,07,693 80,770 75.0%
Palghar, Maharashtra
% Revenue from operations Revenue Bifurcation
70.0% Surface
62.5% 63.0% 62.6% 62.7% engineering
60.0% solutions
Fastening 1%
50.0% solutions
19%
40.0% 37.5% 37.0% 37.4% 37.3%
30.0%
20.0%
10.0%
Springs technology
0.0% 80%
FY24 FY23 FY22 FY21
B Domestic ™ Export
Source: RHP Page 3
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Gala Precision Engineering Ltd

Strengths:

o Diversified product portfolio and diverse market: The company specializes in high-performance standardized and customized disc and strip springs, wedge lock wash-
ers, coil and spiral springs, and fastening solutions. Their precision components and high-tensile fasteners are used in sectors including renewable energy (wind and
hydro), industrial applications (electrical, off-highway equipment, infrastructure), and mobility (automotive and railways).

B |[ndustrial ® Renewbale ® Mobility

Long-Standing Relationships with customers:

. Over three decades of operations, company have established long standing relationships with its customers. Key factors leading to strong customer relationships
are high quality products, reliability in supplies, development collaboration and meeting international standards. Company engages with its clients through the
different stages of product development, from the design and validation stages, until testing, final manufacturing, and delivery. Company also provides customized
packaging and kitting solutions to its customers.

o Company has a long-standing relationships with OEMs, Tier 1 and channel partners customers ranging from 4 years to more than 15 years.

o Additionally the Company operates in an industry where there significant barriers to entry due to a lengthy and stringent qualification process for the technical
springs and high tensile fasteners due to criticality of their usage. This entire process is time intensive and often takes 12 to 24 months to qualify as a supplier dur-
ing which the vendor is evaluated by the OEM.

Source: RHP Page 4
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Gala Precision Engineering Ltd

Strategies:

Strengthen core capabilities in precision engineering for sustainability: . Company have a significant presence in the DSS market for renewable industry with ~70%
share in the domestic market and ~3% share in the global market. Company is manufacturing disc springs for more than 15 years used in yaw brakes of wind turbine
and supplied to global OEMs and brake manufacturers in India and overseas. Further, the company have diversified their business almost 6 years ago and intro-
duced fastening element products such as wedge lock washers and high tensile fasteners used in wind energy and hydro power plants. Its strip springs are also used
in brakes of two wheelers EVs. Going forward Company intends to continue to enhance its capabilities across the focus industries renewable energy, industrial
and mobility by continuing to strengthen their capabilities in precision engineering for sustainability.

Moving up the value chain from niche markets to large addressable markets: Company commenced its operations in 1989 by manufacturing disc and strip springs
(market size: global $891.20 mn and domestic $114.80 mn) and have since diversified to include coil and spiral springs in 2015(market size 458.50 mn) and special
fastening solution (market size: global $98 bn and India $6.6 bn) in 2018. Company intends to further expand its products in wind segment, industrial and Railways
for India and global markets and increase serviceable obtainable market substantially in coming years by setting up new manufacturing facility in Tamil Nadu for de-
veloping various high tensile fasteners in order to add to their existing product portfolio and new products like bolts.

Expand manufacturing facilities at their existing facilities and set-up new facilities: As of June 30, 2024, the company have two manufacturing facilities located in
Wada, Palghar, Maharashtra. In order to support their growth strategy across India, company intends to set up an additional manufacturing facility at Tamil Nadu
for developing various high tensile fasteners in order to add to its existing product portfolio and new products like bolts .Additionally the company also intend to
increase manufacturing capacity of DSS and CSS products at their existing manufacturing facilities in Maharashtra.

Source: RHP Page §



Industry Overview
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India Market size for DSS & WLW

Market Size (USS M)

Industry
FY24

Renewables 1 1 2

Off-highway 67 77 90
) Electrical
Industrials Equipment 14 18 22
Heavy

Machinery 1 1 1

Mobility Automobiles 14 18 24
Total 97 115 138

India Renewable DSS & WLW Market size(S mn)
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Source: RHP
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Industry Overview (Cont)
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552.1

502.7
FY21-24: 8.2% 458.5
422.7
390.7 I I
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India SFS market size ($ mn)

607.6

FY27P

Indian market size for CSS

Market Size (USS M)

Industry
CY24
Off-highway 18 21 25
Industrials

Industrial Infra 9 11 13

Ctz/m:?elrual 19 ’3 26

Mobility ehictes

Automobiles 315 404 544

Total 362 459 608

Indian market size for SFS

12,000
10,801 Market Size (USS M)
Industry
10,000 FY24-27:18.0% Cy21 Cy24
9,005
Renewables 183 424 1,243
8,000 7,660 Off-highway 466 540 627
FY21-24:14.5% 6.580 "
/ Electrical & 50 62 76
6,000 5703 Industrials Power
4,984
o Infra & Heavy 1,609 2,198 3,119
4,000 Machinery
Railway 588 1,236 2,598
2,000 Mobility
' Automobiles 1,439 1,981 2,783
Others 55 139 335
FY21 FY22 FY23 Fv24 FY25p FY26P FY27p Total 4,389 6,580 10,781
Source: RHP Page 7
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Company Name Revenue EBITDA  EBITDA Margins D/E P/E EV/EBITDA

Gala Precision Engineering 2,025 388 19.1% 0.50 27.2 17.5

Harsha Engineers International 14,218 2,008 14.1% 0.08 44.33 22.7

SKF India 46,641 8,116 17.4% - 48.5 30.3

Sundaram Fasteners 57,205 9,409 16.4% 0.19 54.49 30.3

Rolex Rings 12,368 2,770 22.4% 0.02 40.83 23.8

Sterling Tools 9,385 1,143 12.2% 0.26 24.7 14.8

Ratnaveer Precision Engineering 6,024 570 9.5% 0.82 24.69 14.9

As stated in the RHP

Source: RHP
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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

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.
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.

®  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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