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Rs 4.75 bn
Rs 3.60 bn
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Price Band Recommend

Jyoti CNC Automation Ltd.

IPO Meet Note

Rs. 315-331 SUBSCRIBE

Play on capex cycle !

Company Overview: Jyoti CNC Automation (Jyoti) is one of the world’s leading manufacturers of metal cutting com-
puter numerical control (CNC) machines with the third largest market share in India with ~10% of domestic market
share and 0.4% global market share. It has an order book of ~Rs 33.2bn from OEMs across geographies.

The company is a prominent manufacturer of simultaneous 5-Axis CNC machines in India and supplies a diverse
portfolios of CNC machines including CNC Turning Centers, CNC Turn Mill Centers, CNC Vertical Machining Centers
(VMCs) and CNC Horizontal Machining Centers (HMCs).

It caters to customers across industries including Aerospace and Defence, Auto and Auto components, General
engg, EMS, dies and moulds, and others.

It offers solutions suited for transitioning towards ‘Industry 4.0’, including its flagship multifunctional solutions
package viz. ‘7th Sense’ — which is geared towards automating sophisticated diagnostic and analytical functions en-
abling seamless management of productivity, health and tool life of the CNC machine.

Its clientele includes Space Applications Centre — ISRO, BrahMos, Turkish Aerospace, Uniparts, AVTEC, Tata Ad-
vanced System, Tata Sikorsky Aerospace, Bharat Forge, C.R.l. Pumps Private, Kalyani Technoforge, Shakti Pumps
(India) Limited, Shreeram Aerospace & Defence LLP, Rolex Rings, Orbit Bearings India, Omnitech Engg, Harsha Engi-
neers, Bosch, HAWE Hydraulics, Festo India, Elgi Rubber, National Fittings, and Aequs.

Currently, its product portfolio includes entry level products to sophisticated machines including high speed simul-
taneous 5-Axis, multi-purpose, multi-tasking machines. In November 2007, it acquired Huron Graffenstaden SAS
(Huron, our step-down subsidiary), a pioneer for 5-Axis machining technology. The acquisition of Huron was under-
taken with the strategic objective to cater, to global customers across aerospace, defence and other high end engi-
neering application industries.

The company operates out of 3 facilities, 2 in Rajkot, Gujarat, and 1 in Strasbourg, France, with a capacity of 4,400
machines p.a. in India and 121 machines p.a. in France.

Valuation and View: On post-issue basis, the IPO is valued at a P/S of 10.1x/8.1x/7.4x FY22/FY23/FY24E sales on
our estimates. The company is a leading CNC manufacturing company with an order book of Rs 33.2bn leading us to
a strong revenue visibility. Out of the total order book, the aerospace and defence contribute ~57%. Company has
grown its revenue/ebitda at a 2yr CAGR of 27%/75% respectively backed by increasing utilization and operational
efficiencies at play. We believe, Jyoti CNC is poised to benefit from the ongoing capex cycle and should see healthy
growth over the medium term owing to strong order book. We assign a SUBSCRIBE rating to the IPO.

Indsec Research is also available on www.indsec.com and Bloomberg RESP_ISFL <GO>, Thomson Reuters, Factset and Bluematrix
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Jyoti CNC Automation

JYOT/’s key financial summary

Financial summary (Rs. mn) Fy21

Net sales 5,801
Gross profit 2,611
Gross margin (%) 45.0%
Staff cost 1,314
Other expenses 980
Adj. EBITDA 317
Adj. EBITDA margin (%) 5.5%
Dep 378
EBIT -61
EBIT margin (%) -1.1%
Fin. Costs 755
Other income 100
PBT -716
PBT margin (%) -12.3%
Tax -15
Exceptional

PAT -700
PAT margin (%) -12.1%
Key Risks:

FY22

7,465
3,268
43.8%
1,418
1,123
727
9.7%
358
369
4.9%
822
36
-417
-5.6%
66

-483
-6.5%

FY23

9,293
3,966
42.7%
1,662
1,330
974
10.5%
336
638
6.9%
897
233
-26
-0.3%
128
305
151
1.6%
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1HFY24E

5,098
2,388
46.8%
903
741
744
14.6%
156
588
11.5%
492

7

103
2.0%
70

34
0.7%

Pre-issue and post-issue holding structure

Pre-issue  Post-issue*

Shareholding pattern Holding (%) Holding (%)
Promoter 72.1% 62.5%
Public 27.9% 37.5%
Total 100% 100%

e Segment concentration risk: Company derives 37% of its sales from Aerospace and Defence and ~35% of its rev from Auto and Auto components. Any

slowdown in this segment could impact its revenue.

e  Customer risk: Jyoti derives ~32% of its sales from top 3 customers and 35% of its sales from top 5 customers and ~40 of its sales from top 10 customers.

e Highly capital intensive with a high Gross fixed asset turnover ratio 1.3x which implies highly capital intensive nature of the business.

Source: RHP
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Jyoti segment wise revenue (Rs in mn)

Revenue segment wise FY21 FY22 FY23 1HFY24
Aerospace and Defence 978 512 1,731 1,791

Auto & Auto Components 1,837 2,690 3,976 1,669
General Engineering 1,254 1,900 1,668 889

Dies & Moulds 322 660 766 207
Electronic Manufacturing Services - - 2 -
Others** 751 1,053 376 257

Total 5,142 6,816 8,517 4,812

Jyoti geography wise revenue mix (%)

Revenue mix (%) Fy21 FY22 FY23 1HFY24
Aerospace and Defence 19% 8% 20% 37%

Auto & Auto Components 36% 39% 7% 35%
General Engineering 24% 28% 20% 18%

Dies & Moulds 6% 10% 9% 4%
Electronic Manufacturing Services 0% 0% 0% 0%
Others** 15% 15% 4% 5%

Total 100% 100% 100% 100%
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Jyoti CNC Automation
Jyoti CNC capacity and capacity utilization (%)
Revenue region wise (%) 1HFY23 FY23 FY22 FY21
Particulars Capacity| No. of | Utiliza- |Capacity| No. of | Utiliza- |Capacity| No. of | Utiliza- |Capacity| No. of | Utiliza-
machine| tion (%) machine| tion (%) machine| tion (%) machine| tion (%)
Indian 2,200 | 1,243 56.5 4,400 | 3,053 | 69.39 | 4,400 | 2,515 | 57.16 | 4,400 | 1,540 35
Strasbourg, France 60 32 53.33 121 50 41.32 121 41 33.88 121 38 31.4
Total 2,260 | 1,275 110 4,521 | 3,103 111 4,521 | 2,556 91 4,521 | 1,578 66
Jyoti CNC revenue and revenue mix from Top customers
1HFY24 FY23 FY22 FY21
Particulars
Revenue % mix Revenue % mix Revenue % mix Revenue % mix
Top 3 customers 1,631.52 32.0 1,296.18 14.0 1,044.04 14.0 1,063.27 18.3
Top 5 customers 1,772.47 34.8 1,499.53 16.1 1,274.88 17.1 1,308.84 22.6
Top 10 customers 2,035.17 39.9 1,866.00 20.1 1,685.87 22.6 1,713.36 29.5
Jyoti CNC revenue break-down geographies
. 1HFY24 FY23 FY22 Fy21
Particulars
Revenue % mix Revenue % mix Revenue % mix Revenue % mix
India 4,037.7 83.9 7,428.2 87.2 5,629.0 82.6 3,652.1 71.0
Asia (Ex-India) 68.7 1.4 600.2 7.1 772.7 11.3 618.6 12.0
Europe 702.4 14.6 418.6 4.9 339.1 5.0 835.3 16.2
North America 35 0.1 63.7 0.8 46.6 0.7 36.1 0.7
ROW - - 6.5 0.1 28.4 0.4 - -
Total 4,812.4 100.0 8,517.1 100.0 6,815.7 100.0 5,142.1 100.0

Source: RHP
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Jyoti CNC Automation

Jyoti CNC order book stands at Rs 33.1bn across segments

Others Dies & Moulds
5% 5%

EMS

9%

General
Engineering
12%

Aerospace
and Defence
57%

Auto & Auto
Components
12%

CNC Turning/ Turnmill centers manufactured by Jyoti
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Increasing complexity of machining
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3-Axis

2-Axis

7-axis machines are capable of creating long slender &
heavily detailed parts. It can mill while turning the part within
the frame enabling end users to produce highly complex
shapes and features without the need for post-fabrication
processes.

6-axis machines improve efficiency and speed significantly by
adding an additional spin around the Z-axis. Therefore, the
cut times are faster (time reduced by up to 75%) and more
items are produced in a shorter amount of time.

The workpieces can be processed with movements along the
XYZ axes along with two rotational axes enabling the part to
be approached from all directions in a single operation,
eliminating the need to reposition the workpiece between
operations.

In this configuration, the workpiece is processed the same
way as in a 3-axis machine but has an additional rotary
movement around the X-axis. Milling is performed on the
additional axis.

The cutting tool operates on the workpiece along the XYZ
axes to trim away material. Like 2 axis, 3-axis machines are
suitable for parts that don't require a lot of depth and
detailing.

Movement of the cutting tool along two axes - X and Y. The
2-axis machine can cut and drill the workpiece along the axes
with precision.

Vertical machining centers manufactured by Jyoti
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Source: RHP
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Jyoti CNC Automation

Jyoti CNC manufacturing facilities and assembly lines
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Jyoti CNC Automation

Jyoti CNC manufacturing process
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Jyoti CNC sales and distribution network in India
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Industry Outlook

CNC Machining Center Consumption Share, by Region CY22
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Source: Primary Research, Frost & Sullivan Analysis

CNC Machining Center Production Share, by End User CY22 (%)
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CNC Machining Center Production Share, by Country CY22 (%)
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Global CNC Machines Market Share, by Key Players 2022 (%)
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Source: RHP
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Industry Outlook

India CNC Machines Consumption Market Size,

Market Split by 2-3 Axis vs. 4-6 Axis vs.7 Axis & above

India- CNC Machines Consumption Market Share,

by Axis Type, FY23
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India’s CNC Machines Consumption mkt Share, by Key Player FY23 (%)
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India’s CNC Machines Consumption Market Value, by End User FY23 Vs. FY27F
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Source: Primary Research, Frost & Sullivan Analysis
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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.

Note: Considering the current pandemic situation, the duration for the price target may vary depending on how the macro scenario plays out. Therefore, the duration which has been mentioned as a period of 12-18
months for upside/downside target may be higher for certain companies.

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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