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A trusted supplier for several Indian and Global OEMs

Happy Forging Limited

SUBSCRIBE é

About the Company

Happy Forgings Limited (HFL) with over 40 years of experience is the fourth largest engineering
led manufacturer of complex and safety critical, heavy forged and high precision machined
components in India as of FY23 in terms of forgings capacity. HFL emerged as a leading player
in the domestic crankshaft manufacturing industry with the second largest production capacity
for commercial vehicle and high horse-power industrial crankshafts in India and manufacture
a wide range of heavy forged and machined products which include crankshafts, front axle
beams, steering knuckles, differential cases, transmission parts, pinion shafts, suspension
products and valve bodies across industries for a diversified base of customers.

Diversified revenue segments with value added products

HFL primarily cater to domestic and global original equipment manufacturers (“OEMs”)
manufacturing commercial vehicles in the automotive sector, while in the non-automotive
sector, they cater to manufacturers of farm equipment, off-highway vehicles and manufacturers
of industrial equipment and machinery for oil and gas, power generation, railways, and wind
turbine industries. HFL is a supplier to top five Indian OEMs by market share in MHCV segment
and four of the top five Indian OEMs in farm equipment segment by market share in FY23* and
has customers with 10+years relationships contributed 75.9% of revenue from sale of products
in FY23 and 73.1% in HIFY24.

Strong track record

HFL is the second company in India to have a 14,000 tons or higher forging press as of Mar'23
with an installed capacity of 167,200 MT with a mix of forging and machining capacity and
focus on producing margin accretive value-added products with higher realizations as it
manufacture heavier and complex products with greater precision and accuracy for a large
diversified customer base across Indian and Global clients. HFL strength in machining and ability
to forge heavier and complex parts up to 250 kgs to cater to different industries which require
heavy and complex parts HFL's significant manufacturing capacities act as an entry barrier for
other manufacturers and OEMs that do not have such in-house engineering capabilities and
production facilities.

Consistent growth led by newer products and acquisition

HPL will leverage in-house engineering and product development capabilities to grow product
portfolio and tap growing business opportunities in the industrial markets, foray into lightweight
forging and machining with introduction of aluminum components, Increase wallet share and
acquire new business by leveraging existing OEM relationships and adding new customers
with a strong focus to grow exports capitalizing the demand from international markets. HPL
will continuously explore and consider opportunities that can create synergies and are in line
with the company’s growth strategies and target entities that expand opportunities in other
endmarkets, geographic regions, new customers and new products.

Financials in Brief

HPL has an established a track of consistent revenue growth and profitability with revenues
from operations increased from 585 Crs to 1196.5Crs in FY23 at a CAGR of 43% while restated
PAT increased from K86.4Crs to ®208.7Crsat a CAGR of 55.4% for FY 21-23. HPL strengths in
machining and overall value addition to products have enabled us to achieve the highest EBITDA
margin among our peers in the last two years. The revenues are diversified in both automotive
and non-automotive sectors with CAGR growth of 50.8% and 32.5% respectively for FY21-23.

Our View

HFL has transformed from being a forging led player to a leading manufacturer of machined
components in India and consistently grew its product basket with a strong focus on
manufacturing margin accretive value-added products to achieve higher margins improving its
share. With a high entry barriers business, lengthy customer and product approval process, its
in-house design capabilities & fungible production lines have led to a diverse product offering
and continuous value addition to its long standing relationships with customers across industries
and countries would drive growth for the company. HFL will continue to grow better than the
industry able to diversify its product basket, with a focus on capital efficiency building
healthy financial metrics. Therefore we recommend a SUBSCRIBE to the issue.

IPO Details

Price Band (Rs) 808-850
Face Value (Rs) 2
Issue Open/Closing Date 19-Dec-23/21-Dec-23
Fresh Issues (Crs) 400
OFS (Crs) 609
Total Issue (Crs) 1,009

Minimum Bid Qty. (Nos) 17

QIB / HNI / Retail 50%/15%/35%

Implied Market Cap (Rs Crs)* 8,007

*At higher band

Obiject of the Issue

» Purchase of equipment, plant, and machinery.
» Repayment of certain borrowings.
»  General Corporate purposes.

Strengths

> Fourth largest engineering led manufacturer of
complex and safety critical, heavy forged and high
precision machined components in India.

» Track record of consistently building capabilities
and infrastructure, with focus on capital efficiency.

> Experienced Promoters, Management Team, and
Skilled Workforce.

> Diversified business model, well placed to
take advantage of pofential alternative engine
technologies.

Key Risk

» Concentrated manufacturing faciliies ot one
location.

»  Cyclical demand and economic downturn.

Shareholding (%) Pre-Issue  Post-Issue
Promoters 88.2 75.5
Others 1.8 24.5
Key Financials

(Rs Crs) FY22(12) FY23(12) HIFY24(6)
Revenue 860 1197 600
EBITDA 231 340 182
EBITDA Margin (%) 26.8 28.4 30.3
PAT 143 209 16
PAT Margin (%) 16.6 17.4 19.4
EPS (Rs) 15.9 23.3 13.0*
RocE (%) 19.4 242 13.7*
RoE (%) 18.1 211 12.9*
Networth 787.6 988.3 1103.3
Total Borrowings 240 219 259

Source: RHP; Note: * not annualised;

Senior Research Analyst:

Vikas Jain

Contact : (022) 41681371

Email : vikas.i.jain@relianceada.com
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Global Commercial Vehicle Market

Exhibit 1: Global CV Production Market Size, By Volume

CAGR

[ Global CV Production Market Size, by Volume |

2 - I Europe [l US M China [l India
» | S03% @ @
20 1
15 < D
@ 16 1
K= 14 4
=2
= 12 A
L
= 10
=
5 1 @O ©
& -
4 <O D
2 -
-0.8% 20%
1]

2014 15 16 17 15 19 20 3 21 23E 24E 25E 26E 2TE  26E  289E

Source: RHP, Ricardo Analysis, Public Domain

Exhibit 2: CV Production Market Size, By Volue
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Note: E-Estimated: Europe includes Germany, France, Spain, Italy, Turkey, and Sweden. Row includes Japan, Thailand, UK, and Brazil. Market Size
for Europe, US, China, and RoW is given as per calendar year and India is given as per financial year (Fiscal 2015 India market size is mentioned in
global calendar year 2014)
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Global Tractors Market

Exhibit 3: Global Tractor Sales Market Size, by Volume
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Exhibit 4: Global Tractor Sales Market Size, by Volume
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Source: RHP, Ricardo Analysis, Public Domain
Note: - E-Estimated: Europe includes Germany, France, Spain, Italy, Turkey, and Sweden. Row includes Japan, Thailand, UK and Brazil.

Market Size for Europe, US, China, and RoW is given as per calendar year and India is given as per financial year (Fiscal 2015 India market size is
mentioned in Global Calendar Year 2014)
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Exhibit 5: Global Industrial and Other Engines Market Size, by Type Volume
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Note: - E-Estimated: Data is given as per Calendar Year; Study includes analysis of following countries: - Europe (Germany, France, Spain, Italy, Turkey,
and Sweden), India, US, China and Row (Japan, Thailand, UK and Brazil); Market Sizing includes study of Industrial, lawn and garden, marine, power
generation and railway engines.

Exhibit 6: Global Forging Market Size, by Volume (Lakh Metric Ton)
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Exhibit 7: Our Product Portfolio
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Exhibit 8: Evolution of our Product Portfolio
Description of Key Application/ Supply Product
Products | Industry served Condition Weight
Forged Bicycle o 450 — 550
Pedals e » Bicycle Forged gms
Portable
m 15
L Forged Camshafis Gensets Forged kegs
Forged Bull Gears and
Semi Machined Farm Equipment Forged and Rough Up to 30 ks
Transmission Parts Machined

Forged Engine and Axle Farm Equipment

Components and Fully and Commercial Fur!;:a“:;i RIMIE“ 30 — 80 kgs
Machined Heavy Range Vehicles s |
of Crankshafis
1 Farm Equipment,
Fully Machined m Commercial Vehicles, | Forged and Fully it
Products (including Industrial Machined
Crankshafis)

Generation

a Farm equipment, Commercial
Fully Machined Heavy -
. n.f;e of Cra mh,ﬁ? M Ql Vehicles, OT-Highway, Wind | Fully Machined Up to 250 kgs

Pinion Shafts, Planetary m Turbine, (il and Gas, Pawer
Carriers, Valve Bodies 1

Source: RHP
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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.

....._________________________________________________________________[j|



		2023-12-18T16:44:33+0530
	VIKAS INDER JAIN




