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About the Company

KRN Heat Exchanger and Refrigeration Limited (KRN) specializes in manufacturing fin and
tube type heat exchangers for the heat ventilation air conditioning and refrigeration (HVAC&R)
industry and their products are primarily made from non-ferrous metals such as copper and
aluminum. KRN customizes heat exchangers in various shapes and sizes to meet customer
requirements and market demand with diameters ranging from 5 mm to 15.8 mm. The product
range includes condenser coils, evaporator units, evaporator coils, header/copper parts, fluid
and steam coils and sheet metal parts for various cooling applications.

Strong in-house manufacturing

KRN manufacturing unit is equipped and capable of carrying out end-to-end manufacturing
activities located at renowned RIICO industrial areas of Neemrana, Rajasthan. It has experience
in precision engineering, strategically located production facilities, and focus on design, coupled
with technologically advanced and cost-competitive manufacturing technology processes have
enabled us to meet our customers’ bespoke and stringent requirements. KRN have full-service
capabilities across the product cycle including product design and development, material
sourcing, designing, testing and measurement infrastructure, all under one roof to meet the
requirement of our global customers.

Capacity Expansion for higher growth

KRN is expanding the business to reap the benefits of forward integration and incorporated a
wholly owned subsidiary KRN HVAC Products Private Limited to increase value-added products
in our existing portfolio, venture into the distribution and sells channels which allow us to control
the marketing and distribution of complete product range of heat exchangers. KRN is expanding
its capacity multifold which will generate increased growth in revenues from existing as well as
new products like bar and plate heat exchanger, oil cooling unit with blower and motor and roll
bond evaporator with improved margins from the export markets.

Increasing global footprint and augmenting domestic growth

KRN served 113 customers with a mix of increasing exports moving from 10% to 15% over FY22-
24 expanding customer network across Europe and diversifying customer base and increasing
market share. This enables us to capture a greater share of the value chain and establish
direct connections with end customers enhancing customer reach and brand visibility. Rapid
industrialization, urbanization, and infrastructure development have driven strong demand for
heat exchangers in India driven by real estate construction, manufacturing, warehousing, and
transportation sectors. The Indian HVAC market, valued at USD 7.8 billion in FY21 is projected to
reach nearly USD 27.4 billion by FY30.

Financials in brief

KRN financials have seen an increase in revenue from 156 Cr in FY22 to 308 Cr in FY24 which
grew by a CAGR of 25% with strong order book, repeat orders from large customer groups
as it enjoys strong relationships. EBITDA and PAT margins have also moved higher as the
revenues expanded, improvement in manufacturing processes, with improving new products
enhancements capabilities and infrastructure to meet the strong demands of the heat exchanger
industry.

Our View

KRN has established himself as on the top players in fin and tube-type heat exchangers for the
HVAC&R industry using non-ferrous metals like copper and aluminum. KRN known for quality
and innovation partners with leading industry players like Daikin, Schneider Electric, and Blue
Star and strategically expanding its global reach and enhancing operational efficiency. Being an
first generation entrepreneur with over 19 years of experience in manufacturing heat exchangers
and refrigeration units has moved KRN from a single product to multi product company with
long-standing business relationships with leading clientele and multi fold expansion in revenues
in the coming years offers strong growth going ahead with consistent profitability. Hence, we
recommend a SUBSCRIBE to the issue.

IPO Detuails

Price Band (Rs) 209-220
Face Value (Rs) 10
Issue Open/Closing Date 25-0ct-24/27-Oct-24
Fresh Issues (Crs) 342
OFS (Crs) 0.0
Total Issue (Crs) 342
Minimum Bid Qfy. (Nos) 65
QIB / HNI / Retail 50%/15%/35%
Implied Market Cap (Rs Crs)* 1310
*At higher band

Obiject of the Issue

> Investment in subsidiary for sefting up new
manufacturing facility at Neemrana Rajasthan.

>  General corporate purposes.

Strengths

> Long-standing business relationships with leading
clientele.

» Increase in capacity and new product development
will drive future growth.

> First generation experienced promoter and
consistent financial performance.

» Customized products with high quality and
innovation increasing product basket and global
footprint.

Key Risks

> Top few customers contribute 55% of revenues and
any discontinuation could dent revenues.

» Sharp increase in input costs could dent margins.

Key Financials

(Rs Crs) FY22(12) FY23(12) FY24(12)
Revenue 156.1 247.5 308.3
EBITDA 16.9 49.3 58.5
EBITDA Margin (%) 10.9 19.9 19.0
PAT 10.6 323 39.1
PAT Margin (%) 6.8 13.1 12.7
ROE (%) 548 75.9 40.9
RoCE (%) 347 50.5 31.2
D/E Ratio 0.87 0.62 0.45
Net Fixed Assets T/0 Ratio 7.3 7.7 5.48
Networth 26 60 132
Total Customers 95 12 K]

Source: RHP
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Exhibit 1: Indian HVAC Market (in USD Billion)

20.5
10.4
] .
2023 2024F 2029F

Source: RHP, Insights from Primary Research, F - Forecast

Exhibit 2: Global Heat Exchanger Market: Growth Forecast (in USD Billion)
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Source: RHP, D&B Analysis, Insights from Primary Survey

Exhibit 3: Indian Heat Exchanger Market: Growth Forecast (in USD million)
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Exhibit 4: Growth Forecast: Indian Finned Tube Heat Exchanger Segment (in USD Million)
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Exhibit 5: Product & Usage Scenarios

Air Conditioning
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Exhibit 6: Product & Usage Scenarios

Refrigeration

Use Case Commercial Water Chest Beverage Vending
Refrigeration Coolers Freezers Coolers Machines
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Exhibit 7: Product & Usage Scenarios

Source: RHP,

White Goods Others

Civil and Construction Cloth Dryer/Washing Machines

Process Cooling

Swimming Pool Medical
Heat Pump Equipment

Use Case ;
Dry Air Cooler
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Exhibit 8: New Products

0il Cooling
Bar & Plate Unit with Roll Bond
Exchanger Blower & Evaporator
Motor

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.
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