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Rolex Rings (RRL), one of the top five forging companies in India,
commenced operations in 1988 with their first manufacturing plant in Rajkot.
The company manufactures and supplies hot rolled forged bearing rings, B} @ ]L E 28
automotive components (including EVs) for segments of vehicles including
2-W, PV, CV, industrial machinery, wind turbines & railway among other === ROLLED RINGS=—=

segments. The client base of RRL consists of leading global bearing - q;_,

manufacturers viz. SKF, Timken, Schaeffler, NEI & NRB Bearings. RRL has =

three manufacturing units in Rajkot consisting of 22 forging lines with a Offer Details o=
. . .. e . . Issue Opens 28th July 2021

combined capacity of 144750 MTPA and machining facilities consisting of lssue Closes 30th July 2021 o

528 spindles with combined installed capacity of 69 million parts per annum. Issue Size (% crore) 2451 -

. . . . . Price Band 7880 -3 900

Key supplier in niche industry wherein clients are sticky Market Lot 16 shares

RRL serves 60 customers across 17 countries and is one of the key suppliers i:gizaéu;a“s ¥ 10 per share

for leading bearing manufacturers. The company’s comprehensive product OFS Z 675 crore

portfolio catering to auto, industrial, infra & renewable segments and long Fresh Issue 7 56 crore

standing customer relationship gives credence to the quality and Issue Size Z 731 crore

sustainability of RRL's products. As the industrial segment picks up led by = Post issue Mcap X 2451 crore

increased capex spend by public and private sector coupled with a recovery

in auto sector, RRL should see strong traction from bearing manufacturers. Shareholding Pattern

The bearing clientele of RRL constitutes ~80% of the total market, hence, Shareholding  Pre-issue Post-issue
ensuring strong traction for RRL once the tide turns. Promoter 59% 58%
Public 41% 42%

De-risking financial profile, enhancing efficiency

RRL had entered CDR in 2013. Subsequently, fixed and current assets were

secured by encumbrance whereas promoter holdings were pledged. R R
Nonetheless, the company has repaid 95% of its debt (FY21 D/E 0.7x) and is Funding long term Working capital
expected to exit CDR before FY22. This should offer flexibility in managing requirements
borrowings and taking other business-related decisions. Further, the

company is making strides to reduce its carbon footprints and by reducing

power costs (~8% of sales) led by investments in renewable energy.

Key risk & concerns

e Delay in exit from CDR

e Heavy dependence on auto sector

e High concentration of top 10 customer group (72.6% in FY21)
e Inability to pass on rise in input cost

Priced at P/E of 28.2x (post issue) FY21 on upper band

RRL has been priced at 28.2x FY21EPS on a post issue upper band basis. A Chirag Shah

sticky clientele, increasing share of business amongst existing customers, shah.chirag@icicisecurities.com
improving operational efficiencies led by better utilisation and exit from CDR
remain key catalyst for RRL. We recommend SUBSCRIBE to the issue.
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Key Financial Summary

% crore FY18 FY19 FY20 FY21 CAGR FY19-21
Revenue 784.3 904.3 666.0 616.3 (17.4)
EBIDTA 161.1 2011 121.4 108.9 (26.4)
EBIDTA margin 20.5% 22.2% 18.2% 17.7%

Net Profit 72.9 59.0 52.9 87.0 21.4
EPS (%) (Post issue) 26.8 21.7 19.4 31.9

PE (x) (Post issue) 33.6 41.5 46.3 28.2

RoCE (%) 24.3% 33.7% 20.6% 15.2%

RoE (%) 46.6% 27.4% 19.7% 24.4%
Source: ICICI Direct Research, RHP
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Industry Overview

The forging industry is an essential part of the manufacturing value chain
and one of the key drivers for the auto component markets in India. Over the
years, Indian forging companies have gained technical knowhow in making
critical components as well as improved share of machined content, which
has helped margin expansion for some of the larger players. As per the
Association of Indian Forging Industry (AlFl), the country’s forging industry
had an installed capacity of 4.7 million MTPA capacity and a turnover of
334,000 crore in FY20 (compared to T 45,000 crore in FY19). The automotive
sector accounts for 60% of forging production whereas the rest is catered
to by the non-automotive segments like oil & gas, locomotive, defence and
other applications.

Exhibit 1: Installed capacity of major forging companies in India

Company Name [] Installed Capacity (MTPA)
Bharat Forge Limited 4,06,150
Amtek Group 3,00,000
Mahindra CIE Automotive Limited 1,70,000
Ramkrishna Forgings Limited 1,70,000
Rolex Rings Limited 1,44,750
MM Forgings Limited 1,00,000
Echjay Industries Private Limited 70,000
Happy Forge Limited 60,000
Sadhu Forging Limited 40,000
Super Autoforge Private Limited 30,000

Source: RHP, ICRA, ICICI Direct Research

The Indian bearing industry is estimated at ¥ 12000 crore, a miniscule 4%
when compared to the global industry size of US$50 billion. The industry is
divided into industrial & auto segment bearings, both of which hover in the
range of 50-55% depending on macros. With respect to consumption, 60%
is manufactured domestically while the rest is catered to via imports.

Exhibit 2: Precision engineering products
Bearing Components and major suppliers in India

Outer ring

Source: RHP, ICRA, ICICI Direct Research

A bearing typical consists of four major components viz. outer ring, cage,
steel balls & inner ring. During FY20, India’s forging industry had an installed
capacity of 4.7 million MTPA and a turnover of ¥ 34000 crore.

ICICI Direct Research

Exhibit 3:Bearing parts manufacturers in India

Bearing Parts Company that Manufacture these Parts

Bearing Ring/Races Rolex Rings Ltd, Ravi Technoforge India Pvt Ltd, Agrasen Engineerig, Kriti Forgings
Rollers Vishal Bearings Ltd, NHB Ball and Roller Ltd, Kansara Modler Ltd

Bearing Seals Seeco Industries Ltd, Ashutosh Rubber Pvt Ltd

Bearing Cages Harsha Engineers Ltd, Bharadia Engineering Industries

Source: RHP, ICRA, ICICI Direct Research
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Company Background

Rolex Rings (RRL), one of the top five forging companies in India,
commenced operations in 1988 with their first manufacturing plant in Rajkot.
The company manufactures and supplies hot rolled forged bearing rings and
automotive components (including EVs) for segments of vehicles including
2-W, PV, CV, industrial machinery, wind turbines & railway among other
segments. The client base of the company consists of leading global bearing
manufacturers namely SKF, Timken, Schaeffler, NEI & NRB Bearings. RRL
has three manufacturing units in Rajkot that consists of 22 forging lines with
a combined total capacity of 144750 MTPA and machining facilities
consisting of 528 spindles with a combined installed capacity of 69 million
parts per annum.

The manufacturing facilities of RRL are equipped with machinery from
industry leading suppliers such as Sakamura, Mitsubishi, SMS Meer,
Hyundai, Mazak etc. The company has also received accolades &
certifications from its customers demonstrating quality and commitment.

RRL derived 58% of its revenue from bearing rings, 42% from auto
components in FY21. For FY19, FY20 and FY21, the mix of sales between
bearing and auto segments was 58-42%, 58-42% & 65-35%, respectively.

Exhibit 4: Sales mix
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Source: RHP, Crisil Research, ICICI Direct Research

Comprehensive product portfolio

RRL offers a diverse range of hot forged and machined alloys steel bearing
rings weighing from 0.01 kg to over 163 kg, with diameter size ranging from
25 mm to 900 mm. The company’s products are suitable for a wide-range of
end-user industries such as automotive, railways, industrial infrastructure,
renewable energy and others.

Strategic location of manufacturing facilities

The company has three units based out of Rajkot Gujarat, which is in close
proximity to key ports like Mundra & Pipavav. Factories at Rajkot help the
company to access the various automotive clusters in North India, West
India & South India. Further, the company has unutilised land area of 32071
square metre at Rajkot that can be used for any further expansion in future.

ICICI Securities | Retail Research
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Financials
Exhibit 5: Revenue trend % crore Exhibit 6: EBIDTA & EBIDTA margin (%)
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Exhibit 7: PAT & PAT margin (%) Exhibit 8: Return Ratios
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Exhibit 9: Debt equity turning comfortable Exhibit 10: Working capital
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Investment Rationale
Key supplier in niche industry wherein clients are sticky

RRL serves 60 customers across 17 countries and is one of the key suppliers
for leading bearing manufacturers. The company’s comprehensive product
portfolio catering to auto, industrial, infra & renewable segments and long
standing customer relationship gives credence to the quality and
sustainability of RRL’s products. As the industrial segment picks up led by
increased capex spend by public and private sector coupled with a recovery
in auto sector, RRL should see strong traction from bearing manufacturers.
The bearing clientele of RRL constitutes ~80% of the total market. Hence,
this ensures strong traction for RRL once the tide turns.

De-risking financial profile, enhancing efficiency

RRL had entered CDR in 2013. Subsequently, fixed and current assets were
secured by encumbrance whereas promoter holdings were pledged.
Nonetheless, the company has repaid 95% of its debt (FY21 D/E 0.7x) and is
expected to exit CDR before FY22. This should offer flexibility in managing
borrowings and taking other business-related decisions. Further the
reducing debt should help lower interest cost and enhance profitability.
Finance cost has reduced from ¥ 50.8 crore in FY18 to ¥ 12 crore in FY21.

Healthy outlook in auto sector

A cyclical downturn in FY20 followed by Covid induced lockdown severely
impacted the auto sector. However, FY22 is expected to be a good year
across auto segments. CV segment is expected to grow in FY22, supported
by the low base, improvement in economic activity and financing
environment. Infrastructure activity, one of the key growth levers for the
heavier CVs, has seen increased execution in recent months, and is
expected to be further augmented by the significant capital outlay of ¥ 5.54
lakh crore announced in the recent Union Budget. Further the PV & 2-W
segments have shown strong rebound in volumes post initial lockdown. We
expect the recovery to be swift.

Strategic location & room for expansion

The company has three units based out of Rajkot Gujarat, which is in close
proximity to key ports such as Mundra & Pipavav. Factories at Rajkot help
the company to access the various automotive clusters in North India, West
India & South India. Further, the company has unutilised land area of 32071
sq metre at Rajkot, which can be used for any further expansion in future.

Reducing power costs & simultaneously carbon footprints

RRL intends to de-risk its business dependence on changes to power tariff
(~power cost 8% of sales) and simultaneously reduce their carbon footprint.
The company is making strides in renewable energy and has windmills with
an installed capacity of 8.75 MW. Furthermore, the company is in the
process of setting up a 16 MW ground mounted solar power facility at Taluka
Muli, Gujarat, which should further de-risk their business.

ICICI Securities | Retail Research
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Key Risk

Delay in exit from CDR

RRL had entered CDR in 2013. Subsequently fixed and current assets were
secured by encumbrance and whereas promoter holdings were pledged.
Any requirements imposed by the CDR group lenders on the company
during the subsistence of the CDR package may adversely impact the
flexibility available to the management in running the business including
through limitations on seeking additional financing, increase in cost of
financing, or may lead to additional liabilities. As on March 31, 2021, the
percentage of the restructured term debt still due is 6.89% and amounted to
% 33.67 crore. The company is expected to exit CDR before FY22.

Heavy dependence on auto sector

The auto component sector contributes to 42% of the company’s topline
while a large portion of the remaining 58% also indirectly caters to the auto
sector via bearing manufacturers. Hence, the company’s fate is tied to the
Indian as well as global auto sector. Any adverse change in conditions of
these markets can severely impact the company’s financials.

Pledged shares

The promoter & promoter group held 58.99% shareholding, a significant
portion of which has been pledged as security for the loans availed by the
company. Further, the entire NCRPS will be pledged with the consortium in
accordance with the pledge agreement. The exact number of equity shares
to be pledged with consortium lenders will be finalised post determination
of the number of equity shares to be issued pursuant to the fresh offer.

Exchange rate fluctuations

During FY21, 56% of the topline was contributed by exports. Hence, any
significant change in forex or currency movements can adversely impact the
company’s financials.

High working capital

The company’s business requires a substantial amount of working capital to
maintain inventory levels of raw materials. RRL's net working capital
requirement was ¥ 241 crore, % 212 crore & 259 crore for FY21, FY20 & FY19,
respectively. The company’s NWC days was at 139 days for FY21.

ICICI Securities | Retail Research
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Financial summary

Exhibit 7: Profit and loss statement Exhibit 8: Cash flow statement < crore
T crore FY18 FY19 FY20 FY21 < crore FY18 FY19 FY20 FY21
Revenue 784.3 904.3 666.0 616.3 PBT 94.1 140.6 721 75.2
Other Income 7.2 6.9 9.3 3.4 Add
Total Income 791.5 911.3 675.3 619.8 Depreciation 23.4 254 26.5 25.4
% Growth 0.2 (0.3) (0.1) Finance costs 50.8 42.0 32.2 1.7
COGS 371.6 452.9 313.7 316.6 Other (5.1) (4.0) (0.1) (4.5)
Inc/Dec in Inventory (7.3) (19.0) 15.6 (29.2) CFO before WC changes 163.2 204.0 130.7 107.8
Excise 14.2 Changes in WC (22.4) 24.7 75.3 (42.7)
Employee cost 54.6 60.8 52.7 51.9 Cash from operations 140.8 228.7 206.0 65.1
Depreciation 23.4 25.4 26.5 25.4 Tax (4.9) (34.9) (22.2) (5.8)
Finance cost 50.8 42.0 32.2 1.7 Net CFO 135.8 193.8 183.8 59.2
Other expenses 190.2 208.5 162.6 168.2 Purchase of Assets (36.1) (36.7) (16.1) (38.7)
EBIDTA 161.1 201.1 121.4 108.9 Sale of Assets 0.0 0.5 0.4 0.2
EBIDTA % 20.5% 22.2% 18.2% 17.7%  Other 3.8 (0.1) 1.5 2.2
Total Expense 697.5 770.7 603.2 544.6 Net CFI (32.2) (36.3) (14.2) (36.3)
PBT 94.1 140.6 72.1 75.2 Debt repayment (70.4) (116.7)  (134.7) (8.6)
Exceptional ltems Payt of prin LL (0.0) (0.0) (0.0) (0.0)
Tax 21.2 81.5 191 (11.8) Finance costs (50.2) (41.2) (33.7) (10.9)
PAT 72.9 59.0 52.9 87.0 Net CFF (120.6) (158.0) (168.5) (19.5)

Source: Company, ICICI Direct Research Net inc/dec in cash -17.0 -0.6 1.1 3.4

Opening cash balance 17.7 0.7 0.1 1.2
Closing cash 0.7 0.1 1.2 4.6

Source: Company, ICICI Direct Research

Exhibit 9: Balance sheet 3 crore Exhibit 10: Key ratios

< crore FY18 FY19 FY20 FY21 Year end March FY18 FY19 FY20 FY21
Non Current Assets 397.3 414.2 393.2 418.3 EPS 30.4 24.6 22.1 36.3
Fixed Assets 335.1 380.8 373.0 371.4 EPS (Post issue upper band) 26.8 21.7 19.4 31.9
CWIP 39.6 1.0 - 1.2 BV 65.2 89.8 111.8 148.8
Intangibles 0.6 1.4 1.2 0.9 Cash per share 0.3 0.1 0.5 1.9
Other Non-current Assets 21.9 31.0 19.0 44.8  Book value 65.2 89.8 111.8 148.8
Current Assets 406.2 368.0 293.0 378.6  Gross Margin 52.6% 49.9% 52.9% 48.6%
Inventory 160.9 160.2 130.6 1711 EBIDTA Margin 20.5% 22.2% 18.2% 17.7%
Trade Receivables 201.2 181.5 121.7 170.8  PATMargin 9.2% 6.5% 1.8%  14.0%
Cash & Bank 0.7 0.1 12 4  RoE 466%  27.4%  197%  24.4%
Bank Bal other than cash 15.0 4.5 15.2 5.8 RoCE 24.3% 33.7% 20.6% 15.2%
) 0, 0, 0
Other Current Assets 28.4 21.7 18.3 26.3 RolC : 12.3% 10.9% 10.5% 15.3%
Total Assets 803.5  782.3  686.2  796.9  'E(Postissue) 336 .3 16.3 28.2
Sales/Equity 5.1 4.2 2.5 1.7
Equity 156.3 2153  268.1 3567  ‘canSales 31 27 3.7 4.0
Equity Share Capital 24.0 24.0 24.0 24.0 Eebt/Eq‘;'ty_ [2)'9 ;'8 15 ??
Other Equity / Reserves 1323 191.4 244.1 332.8 D“Lrte"tn atio 93'2 73': oo 1ot
Non-Current Liabilities  194.0 161.5 122.3 85.9 kbl b : : : :
. Creditor Days 96.4 73.6 85.9 135.6
Long term Borrowings 174.7 91.3 44.2 32.3
Oth 193 701 78.1 53 5 Inventory days 158.0 129.4 169.1 173.9
ers . . . .
. No of Shares 2.4 24 2.4 2.4
Current Liabilities 453.2 405.4 295.8 354.3 Source: Company, ICICI Direct Research, Calculated, (ROE=PAT/Shareholders fund),
Borrowings 264.1 234.3 193.9 183.6  (ROCE= EBIT/Cap Emp), (ROIC =PAT/CAP Dep)
Trade Payables 98.2 91.3 73.8 117.6
Provisions 0.7 0.7 0.7 0.7
Other Current Liabilities 90.2 79.2 21.3 52.4
Total Liabilities 803.5 782.3 686.2 796.9

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
companies that are coming out with their initial public offerings and then categorises them as Subscribe, Subscribe
for the long term and Avoid.

Subscribe: Apply for the IPO
Avoid: Do not apply for the IPO

Subscribe only for long term: Apply for the IPO only from a long term investment perspective (>two years)

@ icici diroct com| Noll ]
Investmaents on Your Fingertips | BH{JB{:EE’% ‘

| ICICI Securities Ltd, |1 755 asins B |
| Analyst Award 2012 ‘&k

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Chirag Shah, PGDBM and Adil Khan, PGDM (Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our
views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in
the report

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have ir banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc. as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two ind jent equity h groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report 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 ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. 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.
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