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Leading Bearing Cages Player

About the Company

Harsha Engineers International (Harsha) is the largest Indian manufacturer of precision bearing
cages. Harsha is one of the top global manufacturers of brass, steel, polyamide bearing cages
with a market share of ~5-6% in the organized market. Harsha manufactures bearing cages
in the range of 20 mm fo 2,000 mm in diameter. It also manufactures specialised precision
stamped components, welded assemblies and brass castings and bushings. Since inception it
manufactured more than 7,500 types of products in the automotive and industrial segments. It
has ~50-60% of the market share in the organised segment of the Indian bearing cages market.
It works closely with customers in the product development process. It recently expanded product
portfolio to introduce sand casting, value added stamping components, bronze bushings etc.
to cater to more end user industries such as wind, mining and shipping sectors. The company
is coming out with an IPO of Rs7.6bn, (OFS of Rs4.6bn and fresh issue of Rs3bn). The company
will utilise the funds for repayments of loan and Capex. The market cap at higher band is seen
at Rs30bn.

Robust In-house Development Capabilities

Harsha manufactures complex products with a strong focus on R&D and expertise in design
& development of advance tooling in-house. It primarily operates in two business segments:
Engineering which manufactures bearing cages, complex & specialised precision stamped
components, welded assemblies and brass castings and cages & bronze bushings. The Solar
EPC business provides comprehensive turnkey solutions to all solar photovoltaic requirements in
addition to operations and maintenance services in the solar sector.

Strong Clientele

As of Sep’21, Harsha Engineers International has manufactured more than 7,200 bearing
cages and more than 295 other products for customers across various sectors like automotive,
railways, aviation and aerospace, construction, mining, agriculture, electrical and electronics
and renewables. Moreover, in the past 3 years, the company’s product development and
innovation centre has developed more than 1,200 products in different bearing types. The
principal production facilities are at Changodar and Moraiya, in Gujrat.

Global Reach

The company also has a production facility through subsidiary in China and a step-down
subsidiary in Romania. The company has a strong customer base and supplies to over 25
countries spanning North America, Europe, Asia, South America and Africa. It has three wholly
owned subsidiaries namely, Harsha Precision Bearing Components (China) Co. Ltd, HASPL
Americas Corporation and Harsha Engineers B.V, in China, U.S and Netherlands respectively.

Financials in Brief

During FY20-22, its revenue and PAT clocked CAGR of 22% and 105% respectively, while EBITDA
margin expanded from 9.7% in FY20 to 12.8% in FY22. -The company reported revenue of
Rs13.2bn in FY22, up 51% YoY, while EBITDA increased to Rs1.7bn (margin of 12.8%) in FY22 from
Rs1.2bn (margin of 13.9%) in FY21. PAT for FY22 stood at Rs919mn, as against Rs454mn in FY21.
ROE has expanded to 17.6% in FY22 against 10.6% in FY21 and 5.9% in FY20. The company’s
average net debt-to-equity ratio stood at ~1.2x.

Our View

On FY22 annualized financials, the IPO is valued at 19.8x EV/EBITDA, 2.5x EV/sales and 33x
P/E. Harsha offers an expansive suite of precision engineering products and has marked its
presence across several industries, operating in various geographies. Additionally, the strategic
locations of its production facilities and warehouses, and an experienced management along
with a qualified workforce, augurs well for the company. Leading position in Bearing cages,
strong financial, expertise in tooling, design development, automation, solid clientele base
and diversified products across geographies are key positives, while valuation captures
most of the positives leaving limited upside.

IPO Details
Price Band (Rs)

Rs314-Rs330

Face Value (Rs)

10

Issue Open/Closing Date

14-Sep-22/16-Sep-22

Fresh Issues (mn) 13.8
OFS (mn) 9.1
Total Issue (mn) 22.9
Minimum Bid Qty. (Nos) 45
Issue Size (Rs bn) 7.55
QIB / HNI / Retail 50%/15%/35%
Implied Market Cap (Rs bn) 30.0

*At a higher band

Obiject of the Issue

> Repayment of borrowings.
» Funding capex and purchase of machinery.
> Infrastructure repairs and renovation of existing

facilities.

Key Risk

» Dependent on a limited number of customer
groups for a significant portion of revenue.

» Inability to maintain the relationship with the agents
or deficiency in the service provided by them.

»  Subject fo various laws, regulations, approvals and

licenses

» Inability to successfully diversify product offerings.

Shareholding (%) Pre-Issue  Post-Issue
Promoters 99.7 75.0
Others 0.3 25.0
Key Financials
(Rs mn) FY20 FY21 FY22
Revenue 8,859 8,738 13,215
EBITDA 860 1,218 1,690
EBITDA Margin (%) 9.7 13.9 12.8
PAT 219 454 919
PAT Margin (%) 2.5 5.2 7.0
EPS (Rs) 2.4 5.0 10.1
P/E (x) 137 66 33
EV/EBITDA (x) 39.2 27.2 19.8
EV/Sales (x) 3.8 3.8 2.5
Net Worth 3,720 4,272 5,219
RoE (%) 59 10.6 17.6
Gross Debt 4,191 3,567 3,849
Net Block 2,620 2,678 2,829
Net Asset Turnover (x) 34 3.3 47
Source: RHP
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Exhibit 1: Global Bearing Market Exhibit 2: Global Bearing Cages Market
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Exhibit 3: Application of Bearing Market Exhibit 4: Region Wise Usage Bearings Market
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Exhibit 5: Global Standard & Custom Market Value Exhibit 6: Asia Pacific Stamping Market
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Exhibit 7: Domestic Bearings Market Exhibit 8: Trend in India’s Exports & Imports of Ball or Roller Bearings
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Exhibit 9: Export Mix of Ball or Roller Bearings Exhibit 10: Import Mix of Ball or Roller Bearings
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Exhibit 11: Diversified Suite of Precision Engineering Products Exhibit 12: Strong Relationships With Leading Bearing
offered by Harsha Manufacturers
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Exhibit 13: Revenue Mix of Harsha (FY22) Exhibit 14: Key Financial Metrics of Major Players
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Exhibit 15: Trend and Outlook for Installed Capacity of Ground-mounted Solar (GW)
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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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