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Company Profile

Quality Power Electrical Equipments Limited provides critical energy transition equip-
ment and power technologies. The company manufactures high voltage equipment for
High Voltage Direct Current (HVDC) and Flexible AC Transmission Systems (FACTS) net-
works. These equipment and network forms key component for energy transition from
renewable sources to traditional power grids. QPEEL’s product portfolio includes reac-
tors, transformers, line traps, instrument transformers, capacitor banks, converters,
harmonic filters, and reactive power compensation systems. Furthermore, the company
also offers grid interconnection solutions feature technologies such as Static Synchro-
nous Compensators (STATCOM) and Static Var Compensator systems (SVC). Grid inter-
connection addresses infrastructure and devices that needs to connect multiple power
grids and electrical systems.

GEPL'’s Insights & Investment Thesis:

e Quality Power Electrical Equipments Ltd achieved a healthy financial growth with
topline and bottom line increasing by 28% and 15% over the last two years driven by
the focus on exports and increased demand.

e  Qver the next three years, the HVDC and FACTS market is expected to grow expo-
nentially at a CAGR of 75% and reaching a market size of Rs. 630.7 trillion driven by
the approved projects around the world and the backlog in the supply of HVDC and
FACTS products.

e Based on the FY24 earnings relative to the company's post-IPO paid-up equity capi-
tal, the issue is priced at a P/E ratio of 59x. We believe that the company is overly
valued as the compared to its earnings growth. Therefore, we recommend a
“Avoid” rating for the issue.

Business Highlights & Services

Quality Power has a diversified customer base of 143 clients spanning multiple indus-
tries, including power utilities, renewables, automobiles, oil & gas, cement, chemicals,
traction & locomotives, and steel & metal. With a strong global presence, the company
serves customers across Asia, the Middle East, North America, South America, Australia,
and Europe. In the first half of 2024, international markets accounted for a significant
76% of total revenue, while domestic markets contributed 24%. To drive growth and
strengthen its product portfolio, geographic footprint, and customer reach, Quality
Power has pursued strategic acquisitions. Over the past decade, it has acquired Nebes-
kie Labs Pvt Ltd, S&S Transformers & Accessories Pvt Ltd, Electrical Power Equipment
Company, and Endoks, reinforcing its position as a global industry leader.

The company has manufacturing plants present at two locations in India, including San-
gli, Maharashtra and Aluva, Kerala and one in Turkey at Ankara. At the factories located
in Sangli and Aluva, products such as reactors, line traps, transformers, SVCs, STAT-
COMs, shunt reactors, and others are manufactured. Both the plants in India has a ca-
pacity utilization of approximately 70%. The operating facility in Turkey manufactures
STATCOMs, SVCs, magnetic control reactors, and harmonic filters.
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Revenue from operating segment

Particulars Six-month period ended Fiscal 2024 Fiscal 2023 Fiscal 2022
September 30, 2024

Revenue (¥ | Asa% of | Revenue (¥ | Asa % of | Revenue (¥ | Asa % of | Revenue (¥ | Asa % of

in million) | our total | in million) | our total | in million) | owr total | v million) | ouwr total

revenue revenue FEVEnue revenue

from from from from
operations operations operations operations
Power Products H98.04 44.82 1.238.60 41.20 B49.01 33.52 6l15.84 33.72
Power Qualaty B34.40 53.58 1.676.42 55.77 1,618.10 6389 1.135.39 62.17
Equipments

Others 24.94 1.60 90.95 3.03 65.39 2.58 75.15 4.11
Taotal 1.557.38 LMD 0D 3.005.97 L. 0D 21.532.50 1 M0 1.826.38 100,00

Revenue Distribution based on geography

Markets Six-month period ended Fiscal 2024 Fiscal 2023 Fiscal 2022
September 30, 2024
Revenue | Asa % of our | Revenue | Asa % of our | Revenue | Asa % ofour | Revenue | Asa % of our
(Tinm total revenue (Fin total revenue (Fin total revenue (Fin total revenue
million) from milfion) from million) from million) from
operations operations operations operations
Domestie 35245 2263 48987 16.30 51881 20.49 394.72 21.61
International 1.179.99 7597 242515 B.68 1,948.30 T6.93 1.356.51 74.27
Other
Operating 24.94 1.60 90.95 3.03 Hh5.39 2.58 75.15 4.11
Revenue
Taotal 1.557.38 104,00 3.005.97 10400 2,532.50 Livb.00 1.826.38 1.0

Industry Overview

The rising global demand for electricity, particularly the need to integrate renewable energy into the main grid, is expected to drive
growth in the energy transition and power technologies sector. The transmission sector has expanded at a CAGR of 8%, increasing from
USD 78,736 million in CY19 to USD 1,05,903 million in CY23. Additionally, cross-border transmission lines and multilateral power trade,
especially in ASEAN countries, are anticipated to attract significant investments in this sector. With the entire power transmission supply
chain included, the market size is projected to grow at a CAGR of 6%, reaching USD 1,43,467 million in CY28 from USD 1,12,290 million in
CY24.
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The installation of HVDC and FACTS systems is accelerating worldwide, particularly in Europe, North and South America, and China. This
growth is driven by several factors, including the increasing integration of renewable energy, expanding cross-regional electricity trade,
and the rising demand for a more reliable power supply. Additionally, the economic feasibility of HVDC technology in strengthening grid
connections has further fuelled adoption. The HVDC and FACTS market has experienced significant expansion, growing at a CAGR of 11%,
from USD 10,162 million in FY19 to USD 13,217 million in FY23. With the continued global shift towards renewable energy, the market is
projected to grow exponentially at a CAGR of 75-80% by CY28. This surge is largely attributed to a growing pipeline of approved projects
worldwide and a backlog in the supply of HVDC and FACTS technologies.
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Global HVDC and FACTS Market Forecast
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Ongoing research and development efforts are enhancing the capabilities of STATCOMs, leading to greater efficiency, reliability, and cost
-effectiveness. The STATCOM market is geographically segmented into North America, Europe, Asia Pacific, Latin America, and the Middle
East & Africa. Among these, Asia Pacific is expected to dominate the market, driven by rapid industrialization, urbanization, and large-
scale infrastructure development in countries like China, India, and South Korea. From 2019 to 2023, the global STATCOM market grew at
a CAGR of 5%, increasing from USD 617 million in 2019 to USD 742 million in 2023. With accelerating industrialization, urbanization, and
population growth, global power consumption is set to rise significantly, necessitating robust power transmission and distribution sys-
tems. Combined with the worldwide transition to sustainable energy sources, these factors are expected to drive further market expan-

sion. The global STATCOM market is projected to grow at a CAGR of 12%, reaching USD 1,246 million in 2028 from USD 792 million in
2024.

Global STATCOM Market Size Forecast
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Static VAR Compensators (SVCs) are power electronic devices that utilize thyristors or insulated-gate bipolar transistors (IGBTs), along
with capacitors and reactors, to regulate voltage and power factor by injecting or absorbing reactive power as needed. Their rapid re-
sponse to system fluctuations makes them highly effective for dynamic voltage control and stability enhancement. As of 2023, SVCs ac-
counted for 16.9% of the global power quality products market, with a market size of USD 1,956 million, growing at a CAGR of 6% from

USD 1,573 million in 2019. By 2028, SVCs are projected to hold around 17.0% of the market, reaching USD 2,842 million, driven by an 8%
CAGR from 2023.
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Peers Comparison

Name of the company

Quality Power Electrical Equipments
Limited

Peers Group

Transformers & Rectifiers (India)

Face Value Total Income
}) (X Cr)

10 300.6

EPS

5.2

P/E

NA

RoNW(%)

29.1%

Limited 1 1294.7 3.2 251.5 8.3%
Hitachi Energy India Ltd 2 5,237.5 38.6 308.6 12.0%
GE Vernova T&D India Limited 2 3,167.9 7.1 241.9 14.6%

Companies Competitive Strength :

e Global energy transition and power technology player catering to diverse industry segments and poised to benefit out of global shift

towards decarbonisation and adoption of renewable energy.

e Demonstrated track record of growth and financial performance for the six-month period ended September 30, 2024 and the last three

fiscals.

e Diversified customer base of global businesses with long lasting relationships.

e Comprehensive product portfolio in the energy transition equipment and power technologies sector in India and abroad with high

trade barriers.

e Demonstrated record of strategic acquisitions along with an enhanced order book contributing to growth.

e Research and development capabilities to offer future ready solutions.

e Management team with domain experience.

Key Strategies Implemented by Company

e  Focus on growth through organic and inorganic acquisitions.

e Continue to focus on research and development and engineering capabilities to develop innovative systems and solutions, as well as

improve manufacturing efficiencies.

e Expand its operating facilities and increase its operating capacity.

e Harness industry growth in the energy transition sector and grow its operations.

Particular (INR in Cr) 6M FY25 FY24 FY23 FY22
Equity Capital 72 72 0 0
Reserves and Surplus 113 81 112 92
Net Worth 239 190 176 160
Revenue 156 301 253 183
Growth (%) 19% 39%

EBITDA 31 38 32 23
EBITDAM (%) 20.2% 12.7% 12.8% 12.8%
PAT 50 55 40 42
PATM (%) 1% 5% 5% 6%
ROCE (%) 16% 19% 22% 21%
ROE (%) 21% 29% 23% 26%
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Disclaimer: This report has been prepared by GEPL Capital Private Limited ("GEPL Capital *). GEPL Capital is regulated by the Securities and Exchange Board of India. This report does not consti-
tute a prospectus, offering circular or offering memorandum and is not an offer or invitation to buy or sell any securities, nor shall part, or all, of this presentation form the basis of, or be relied
on in connection with, any contract or investment decision in relation to any securities. This report is for distribution only under such circumstances as may be permitted by applicable law.
Nothing in this report constitutes a representation that any investment strategy, recommendation or any other content contained herein is suitable or appropriate to a recipient’s individual
circumstances or otherwise constitutes a personal recommendation. All investments involve risks and investors should exercise prudence in making their investment decisions. The report
should not be regarded by the recipients as a substitute for the exercise of their own judgment. Any opinions expressed in this report are subject to change without notice and may differ or be
contrary to opinions expressed by other business areas or groups of GEPL Capital as a result of using different assumptions and criteria. GEPL Capital is under no obligation to update or keep
current the information contained herein. The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and
futures are not suitable for all investors, and trading in these instruments is considered risky. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange
may adversely affect the value, price or income of any security or related instrument mentioned in this report. Any prices stated in this report are for information purposes only and do not
represent valuations for individual securities or other instruments. There is no representation that any transaction can or could have been effected at those prices and any prices do not nec-
essarily reflect GEPL Capital's internal books and records or theoretical model-based valuations and may be based on certain assumptions. Different assumptions, by GEPL Capital or any other
stheirce may yield substantially different results. GEPL Capital makes no representation or warranty, express or implied, as to, and does not accept any responsibility or liability with respect to,
the fairness, accuracy, completeness or correctness of any information or opinions contained herein. Further, GEPL Capital assumes no responsibility to publicly amend, modify or revise any
forward-looking statements, on the basis of any subsequent development, information or events, or otherwise. Neither GEPL Capital nor any of its affiliates, directors, employees or agents
accepts any liability for any loss or damage arising out of the use of all or any part of this report. In no event shall GEPL capital be liable for any direct, special indirect or consequential damag-
es, or any other damages of any kind, including but not limited to loss of use, loss of profits, or loss of data, whether in an action in contract, tort (including but not limited to negligence), or
otherwise, arising out of or in any way connected with the use of this report or the materials contained in, or accessed through, this report. GEPL Capital and its affiliates and/or their officers,
directors and employees may have similar or an opposite position in any securities mentioned in this document (or in any related investment) and may from time to time add to or dispose of
any such securities (or investment). The disclosures contained in the reports produced by GEPL Capital shall be strictly governed by and construed in accordance with Indian law. GEPL Capital
specifically prohibits the redistribution of this material in whole or in part without the written permission of GEPL Capital and GEPL Capital accepts no liability whatsoever for the actions of third

parties in this regard.
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