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Issue Details
Listing BSE & NSE
Open Date 14 June 2021
Close Date 16 June 2021
Price Band Rs.285-291
Market Lot 51 shares
Minimum Lot 1 Lot

Issue Structure

Offer for sale ~94.6%
Fresh Issue ~5.4%
Issue Size Rs.5,550 cr
Total shares in cr 19.07
QIB share (%) 2 75%
Non Inst share (%) <15%
Retail share (%) <10%

Shareholding Pattern

Pre (%) Post(%)
Promoters 100.0 67.3
Public 0.0 32.7

Key Financials (in X crores)

Sona BLW Precision Forgings Ltd
SUBSCRIBE

Sona BLW Precision Forgings Ltd (SBPF) is one of India’s leading
automotive technology company involved in designing, manufacturing and
supplying highly engineered, mission critical automotive systems and
components such as differential assemblies, differential gears,
conventional and micro-hybrid starter motors, BSG systems, EV traction
motors (BLDC and PMSM) and motor control units to automotive OEMs
across US, Europe, India and China, for both electrified and nonelectrified
powertrain segment.

SBPF is among the top ten players globally in the differential bevel gear
market on the basis of overall volumes of differential bevel gears supplied
to PVs, CVs and tractors. It is also amongst the top ten global starter motor
suppliers based on exposure to the PV segment and market share in CY
2020, according to the Ricardo Report.

As per the Ricardo report, in CY20 the global market share across products
stands at ~5.0% for differential bevel gears, 3.0% for starter motors and 8.7%
for BEV differential assemblies.

SBPF has nine manufacturing and assembly facilities across India, China,
Mexico and USA. Six of these facilities are located in India, from where it
supplies products to six out of the top ten global PV OEMs, three out of the
top ten global CV OEMs and seven out of the top eight global tractor OEMs
by volume.

We expect overall revenues / EBITDA / PAT to grow at a CAGR of 42.5% /
45.6% / 56.4% to Rs.4,530.9 cr / Rs.1,362.4 cr / Rs.823.4 cr, respectively, by
FY24. EBITDA and net margins are expected to improve by 190 bps and 440
bps to 30.1% and 18.2%, respectively, over the same period. Consequently,
return ratios RoE and RolC are also expected to improve by 1,300 bps and
1,600 bps to 29.5% and 36.0%, respectively by FY24.

Net

L - B S Rl i
:
FY20 1,220.1 3254 221.7 26.7 18.2 3.8 20.2 18.8 15.6 76.6 14.4 52.8
FY21 1,566.3 441.0 215.2 28.2 13.7 3.7 224 16.5 14.1 78.9 13.0 39.4
FY22E 2,349.5 658.1 341.6 28.0 14.5 5.9 31.8 18.4 14.5 49.7 9.2 26.6
FY23E 3,406.7 996.0 575.4 29.2 16.9 9.9 38.5 25.6 20.1 29.5 7.6 17.6
FY24E 4,530.9 1,362.4 823.4 30.1 18.2 14.1 47.8 29.5 25.6 20.6 6.1 12.7
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Key investment highlights

High industry growth rate for Battery Electric Vehicle (BEV) augurs
well for SBPF

According to the Ricardo report, the BEV segment is expected to grow
at a CAGR of ~ 36% to 11.2 million units by CY25 from the current 2.3
million units. This is a critical growth factor for SBPF as the company
supplies

e EV differential assemblies

o Differential gears,

e BSG systems

e EVtraction motors
into these markets. It is to be noted that SBPF derived 13.8% of its
income from sale of goods to BEV market in FY21.

Demand for electric 2W to drive overall EV growth

As per CRISIL, electric 2Ws are expected to grow at a CAGR of 72-74%
over the period FY21-26 while the electric 3W segment is expected to
grow at a CAGR of ~46% to reach 4 lakh units by CY25.

It is to be noted that SBPF supplies e-axles, BLDC motors and motor
control units for use in the electric 2Ws and 3Ws segments.

Strong R&D capabilities in both hardware and software development
have pivoted SBPF to the top of the league among peers

SBPF has developed strong in-house capabilities to deliver evolving
green technologies for future mobility. It incurred an aggregate spend
of Rs 156.4 crores on R&D during FY2019-21.

It is to be noted that the share of R&D expense as a % of revenue has
been slowly increasing as highlighted in the graph below.
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R&D expense as a % of total revenue
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% Valuation

At the higher price band of Rs 291 per share, SBPF is valued at 20.6x FY24
net earnings. We recommend a SUBSCRIBE for long term investing.

Sona Comstar — Valuations look reasonable as compared to peers
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% Key risk and concern areas

e Automotive industry has been cyclical in nature historically
SBPF operations are cyclical in nature as its sales are directly dependent
on the level of automotive production globally. Further, the sales are
affected by inventory levels of automotive manufacturers, which has been
characterized historically by significant periodic fluctuations.

e SBPF derives significant % of revenues from its top 10 customers
Revenues from top 10 customers constituted 79/80.8/79.6% while top 3
customers constituted 42/44.9/45.4% of total revenues of SBPF for

FY19/20/21 and hence loss of any single customer can significantly impact
the financials of the company.
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Revenues to grow at 42.5% CAGR over FY21-24E
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Management Team

Key Person Designation Details

He holds a bachelor’s degree in science (business studies) from the

Chairman & Non University of Buckingham. He has over 21 years of experience in the

Mr Sunjay Kapur . . automotive industry. He also served as director on the board of
Executive Director . . . .
directors of various companies and was the MD of Sona Koyo Steering
Systems Ltd (now JTKET India Ltd).
He holds a bachelor’s degree in technology (computer science and
. . engineering) from HBTI, Kanpur and a post graduate diploma in
Mr Vivek Vik
Sir:ghwe fkram MD & Group CEO management from the 1IM, Ahmedabad. He has over 15 years of

experience, including 6 years of experience in the automotive industry.
He joined the company on July 1, 2016.

He is a qualified CA and has significant experience in diverse industries
including steel, engineering, pharma, chemical and industrial goods.
Mr Rohit Nanda Group CFO Prior to joining the company, he was associated with Usha Martin Ltd,
MTAR Technologies Ltd, Jindal Stainless Ltd, SRF Ltd and Ranbaxy
Laboratories Ltd. He joined our Company on April 11, 2019.

He holds a bachelor’s degree of technology in metallurgical engineering
from the IIT, Bombay. He has significant experience in automotive

CTO components manufacturing and has worked in the areas of, among
others, manufacturing, process control and design. He joined the
company onJuly 1, 2019

Mr Kiran Manohar
Deshmukh

Source: Company Reports
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Issue Structure and Offer Details

The proposed issue size of SBPF’s IPO is ~Rs.5,550 cr consisting of Rs 300 cr
as fresh issue while the rest is offer for sale by Singapore VIl Topco Il Pte. Ltd.
The price band for the issue is in the range of Rs.285-291 and the bid lot is 51

shares and multiples thereof.

Issue Structure at upper price band

Category No. of shares offered
QiB At least 14,30,41,238
Non-Institutional Bidders Not more than 2,86,08,247
Retail Not more than 1,90,72,164

* No of shares based on higher price band of Rs.291

No of shares Offered
At least 75% of public issue

Not more than 15% of public issue

Not more than 10% of public issue

Source: Company Reports & SEBI

Shareholding Pattern

Category Pre-issue
Promoters 100.0%
Public 0.0%

Post-issue
67.3%
32.7%

Source: Company Reports and SEBI
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Peer comparison

EBITDA Net EPS BVPS RoE RolC

Particulars Revenue EBITDA Net Profit S P/E P/B8 EV/EBITDA
Margin (%) Margin (%) % % (%)

Sona Comstar Ltd (CMP: Rs.291 Mkt Cap: Rs.16974 cr)

FY19 1,428 410 231 28.7 16.2 4.0 21.6 18.3 30.5 73.6 135 413
FY20 1,220 325 222 26.7 18.2 3.8 20.2 18.8 18.0 76.6 14.4 52.8
Fy21 1,566 441 215 28.2 13.7 3.7 224 16.5 20.0 78.9 13.0 39.4
Fy22 2,349 658 341 28.0 14.5 5.9 31.8 18.4 20.1 49.7 9.2 26.6
FY23 3,407 996 575 29.2 16.9 9.9 38.5 25.6 28.2 29.5 7.6 17.6
Motherson Sumi Systems Ltd, (CMP: Rs.246.8 Mkt Cap: Rs.77922 cr)

FY19 63,158 5,348 1,614 8.5 2.6 5.1 34.7 14.7 17.4 48.3 7.1 16,1
FY20 63,071 5,201 1,172 8.2 1.9 3.7 34,7 10.7 12.4 66.5 71 16.6
FY21 59,459 4,758 1,008 8.0 1.7 3.2 37.5 85 10.6 77.3 6.6 17.5
FY22 72,155 7,806 2,645 10.8 3.7 8.4 43.3 19.4 29.7 29.5 5.7 10.2
FY23 81,039 9,432 3,453 11.6 4.3 10.9 50.9 21.5 41.6 22.6 4.8 8.1
Varroc Engineering Ltd. (CMP: Rs.379.6 Mkt Cap: Rs.5799 cr)

FY19 12,036 1,059 482 8.8 4.0 31.5 227.5 13.9 10.0 12.0 1.7 6.9
FY20 11,122 821 0 7.4 0.0 0.0 227.5 0.0 1.6 3.6 1.7 9.8
FY21 11,255 437 (567) 3.9 (5.0) (37.1) 208.4 (17.8) (7.5) (10.2) 18 18.4
FY22 13,764 1,076 123 7.8 0.9 8.0 215.6 3.7 3.4 47.3 1.8 7.3
FY23 15,658 1,506 436 9.6 2.8 28.6 240.1 11.9 10.5 13.3 1.6 4.7
Bosch Ltd. (CMP: Rs.15789.9 Mkt Cap: Rs.46570 cr)

FY19 12,046 2,200 1,549 18.3 12.9 525.3 3,091.4 17.0 23.5 30.1 5.1 20.5
FY20 9,515 1,576 650 16.6 6.8 220.2 3,091.4 7.1 16.7 7.7 51 28.0
FY21 9,629 997 818 10.4 8.5 277.2 3,255.4 8.5 16.5 57.0 4.9 41.0
FY22 12,106 1,645 1,365 13.6 11.3 462.8 3,626.6 12.8 32.4 341 44 243
FY23 13,692 2,039 1,681 14.9 12.3 570.0 4,017.1 14.2 42.2 27.7 3.9 19.0
Bharat Forge Ltd. (CMP: Rs.758.8 Mkt Cap: Rs.35329 cr)

FY19 10,146 2,056 1,032 20.3 10.2 22.2 115.5 19.2 18.3 34.2 6.6 18.7
FY20 8,056 1,115 350 13.8 4.3 1.5 115.5 6.5 7.0 1010 6.6 34.2
Fy21 6,274 760 181 121 2.9 3.9 113.1 3.4 29 1951 6.7 48.9
FY22 8,296 1,600 768 19.3 9.3 16.5 124.0 13.3 13.3 46.0 6.1 231
FY23 10,121 2,192 1,198 21.7 11.8 25.7 143.3 18.0 20.5 29.5 53 16.6

Source: Company Reports & Ventura Research
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Financial Projections

Figures in INR Crores
Income Statement

FY20

FY21

FY22E

FY23E

FY24E

Figures in INR Crores
Per share data & Yield

Fy21

FY22E

FY23E

Revenue 1,220.1 1,566.3 2,349.5 3,406.7 4,530.9 Adjusted EPS (Rs) 3.8 3.7 5.9 9.9 14.1
YoY Growth (%) {14.5) 2584 50.0 5.0 33.0 Adjusted CEPS (Rs) 5.1 5.4 8.8 13.4 18.1
Raw Material Cost 513.9 645.3 986.8 1,437.6 1,921.1 Adjusted BVPS (Rs) 20.2 224 318 38.5 47.8
Yo¥ Growth (%) {11.2) 25.6 52.9 5.7 33.6 CFO per share (Rs) 4.3 2.4 4.0 7.3 12.8
Employee Cost 122.2 147.4 234.9 324.4 411.9 CFO Yield (%) 1.5 0.8 1.4 2.5 4.4
YoY Growth (%) (1.3) 20.6 55.3 38.1 27.0  FCF pershare (Rs) {12.9) {0.9) (6.9) 3.1 8.6
Other Expenses 258.6 332.5 469.6 648.6  B835.5  FCF Yield (%) (4.4) {0.3) (2.4) 1.1 2.9
YoY Growth (%) {18.1) 28.6 41.2 381 28.8
EBITDA 325.4 441.0 658.1 0996.0 1,362.4  Solvency Ratio (X)
Yo¥ Growth (%) {20.6) 35.5 49.2 51.3 36.8 Total Debt to Equity 0.3 0.3 0.3 0.3 0.2
Margins (%) 26.7 28.2 28.0 29.2 30.1 Met Debt to Equity 0.2 0.3 0.3 0.2 0.1
Depreciation & Amortization 78.2 56.9 174.2 203.9 233.6 Net Debt to EBITDA 0.6 0.9 0.8 0.6 0.3
EBIT 247.2 344.1 483.9 792.1 1,128.8 Interest Coverage Ratio 9.2 10.6 25.2 112.7 164.1
Yo¥ Growth {%) {32.6) 39.2 40.7 63.7 42.5
Margins (%) 20.3 22.0 20.6 23.3 24.9  Return Ratios (%)
Other Income 7.6 2.3 2.8 3.1 6.0  Retrun on Equity 18.8 16.5 18.4 25.6 29.5
Finance Cost 26.9 325 19.2 7.0 8.9  Return on Capital Employed 15.6 14.1 14.5 20.1 25.6
Exceptional Item 0.0 13.9 0.0 0.0 0.0  Return on Invested Capital 18.0 20.0 20.1 28.2 36.0
PET 227.9 300.0 467.5 788.2 1,127.9
Yo¥ Growth (%) {35.8) 316 55. 68.6 43.1  Working Capital
Margins (%) 187 19.2 19.9 23.1 24.9 Inventory Days 59 71 70 67 65
Reported Tax 6.2 B4.8 126.2 212.8 304.5 Receivable Days 70 97 95 90 B5
Tax Rate 2.7 28.3 27.0 27.0 27.0  Payable Days 35 52 45 40 a0
PAT 221.7 215.2 341.3 575.4 823.4  NetWorking Capital Days 94 116 120 117 110
Yo¥ Growth (%) {3.5) (3.0) 58.6 68.6 43.1 Met Working Capital to Sales (%) 25.7 31.8 32.9 321 301
Margins (%) 182 13.7 14.5 16.5 18.2

Valuation (X)
Balance Sheet P/E Ratio 76.6 78.9 49.7 29.5 20.6
Equity Share Capital 47.2 573.0 583.3 583.3 583.3 P/BV Ration 14.4 13.0 9.2 7.6 6.1
Total Reserves 1,130.8 7309 1,269.8 1,661.1 2,204.5 EV/EBITDA 52.8 35.4 26.6 17.6 12.7
Shareholders' Fund 1,177.9 1,303.9 1,853.1 22444 2,787.8 EV/5ales 14.1 11.1 7.5 5.1 3.8
Non Controlling Interest 0.0 0.0 0.0 0.0 0.0
LT Borrowings 176.8 130.7 200.0 200.0 200.0  Cash Flow Statement
LT Lease Liabilities 53.2 72.0 70.5 69.0 67.5 Profit Before Tax 2279 300.0 467.5 788.2 1,127.9
Other LT Financial Liabilities 0.1 0.1 0.2 0.3 0.4  Adjustments 7.4 112.4 165.0 169.5 195.6
LT Provisions 6.7 8.7 13.8 15.1 24.2  Change in Working Capital 4.2 (184.8) (274.0) (319.8) (273.5)
Deferred Tax Liabilities 107.7 126.0 126.0 126.0 126.0  Less: Tax Paid (6.2)  (84.8) (126.2) (212.8) (304.5)
Total Liabilities 1,522.5 1,701.4 2,263.6 2,658.7 3,205.9 Cash Flow from Operations 253.3 142.7 232.3 425.3 745.5
Gross Block 372.8  465.6 1,115.6 1,365.6 1,615.6 Net Capital Expenditure {1,033.7) (218.0) (650.0) (250.0) (250.0)
Less: Accumulated Depreciation 88.3 120.7 253.2 415.5 607.4  Change in Investments 79.5 62.0 88.4 7.1 7.5
Net Block 284.5 3449 8624  950.1 1,008.1 Cash Flow from Investing (954.2) (156.1) (561.6) (242.9) (242.5)
Capital WipP 58.1 B82.1 0.0 0.0 0.0  Proceeds from Issue of Equity BA7.7 0.0 310.3 0.0 0.0
Right of use assets 141.9 159.3 152.1 144.9 137.7  Proceeds from Issue of CC Pref Shar 229 0.0 0.0 0.0 0.0
Goodwill on consolidation 175.8 175.8 175.8 175.8 175.8  Buyback of Shares (incld tax) (99.8) 0.0 0.0 0.0 0.0
Other Intangible Assets 462.9 536.6 502.2 467.7 433.3  Repayment of Lease Liabilities (5.7) {9.1) (8.9) (8.7) (8.8)
Intangible Assets under developme 31.5 1.1 0.0 0.0 0.0 Dividend Paid (incld tax) {116.6) (30.4) (102.4) (184.1) (279.9)
Mon Current Investments 1.9 0.0 0.0 0.0 0.0 Change in Borrowing 142.6 60.3 1374 50.0 (200.0)
LT Loans & Advances 5.1 5.8 8.7 126 16.7  Less: Finance Cost (22.8) (25.2) {12.0) 0.0 0.0
Other LT Financial Assets 0.1 0.0 0.0 0.0 0.0 Change in Other Liabilities {1.7) (2.2) 0.0 0.0 0.0
Income Tax Assets 29.1 18.7 28.0 40.6 54.0  Cash Flow from Financing 766.8 (66.7) 3244 (142.9) (488.5)
Other Mon Current Assets 27.8 29.6 44.4 64.4 85.7  Net Cash Flow 66.0 (80.0) (4.9) 39.5 14.5
Net Current Assets 303.6 347.6 490.1 802.6  1,294.5 Opening Balance of Cash 39.0 105.0 24.9 20,1 59.6
Total Assets 1,522.5 1,701.4 2,263.6 2,658.7 3,205.9 Closing Balance of Cash 105.0 24.9 20.1 59.6 74.1

Source: Company Reports & Ventura Research
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Disclosures and Disclaimer

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is member
of BSE, NSE and MCX-SX. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in
last five years except administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records.
Ventura Commodities Limited, Ventura Guaranty Limited, Ventura Insurance Brokers Limited and Ventura Allied Services Private Limited are associates of
VSL. Research Analyst (RA) involved in the preparation of this research report and VSL disclose that neither RA nor VSL nor its associates (i) have any
financial interest in the company which is the subject matter of this research report (ii) holds ownership of one percent or more in the securities of subject
company (iii) have any material conflict of interest at the time of publication of this research report (iv) have received any compensation from the subject
company in the past twelve months (v) have managed or co-managed public offering of securities for the subject company in past twelve months (vi) have
received any compensation for investment banking merchant banking or brokerage services from the subject company in the past twelve months (vii) have
received any compensation for product or services from the subject company in the past twelve months (viii) have received any compensation or other benefits
from the subject company or third party in connection with the research report. RA involved in the preparation of this research report discloses that he / she
has not served as an officer, director or employee of the subject company. RA involved in the preparation of this research report and VSL discloses that they
have not been engaged in the market making activity for the subject company. Our sales people, dealers, traders and other professionals may provide oral or
written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein. We may have earlier
issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made in this report.
In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We may
rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups
or affiliates of VSL. This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an
offer to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in
connection with any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general
information of the clients / prospective clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does not constitute a
personal recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, this
document does not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who
may receive this document. The securities discussed in this report may not be suitable for all investors. The appropriateness of a particular investment or
strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently
evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. And such person shall be
responsible for conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits
and risks involved in the securities forming the subject matter of this document. The projections and forecasts described in this report were based upon a
number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily
speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were based will not materialize or will
vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been prepared
solely by the authors of this report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with
published guidelines or generally accepted accounting principles. No independent accountants have expressed an opinion or any other form of assurance on
these projections or forecasts. You should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by VSL,
its associates, the authors of this report or any other person that these projections or forecasts or their underlying assumptions will be achieved. For these
reasons, you should only consider the projections and forecasts described in this report after carefully evaluating all of the information in this report, including
the assumptions underlying such projections and forecasts. The price and value of the investments referred to in this document/material and the income from
them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance. Future returns
are not guaranteed and a loss of original capital may occur. 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. We do not provide tax advice to our clients, and all investors are strongly advised to consult
regarding any potential investment. VSL, the RA involved in the preparation of this research report and its associates accept no liabilities for any loss or
damage of any kind arising out of the use of this report. This report/document has been prepared by VSL, based upon information available to the public and
sources, believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. VSL has reviewed the report and,
in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions
expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or information in this report change.
This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media
and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may
not be distributed to the public used by the public media without the express written consent of VSL. This report or any portion hereof may not be printed, sold
or distributed without the written consent of VSL. This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities
and neither this document nor anything contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential
and is being furnished to you solely for your information, may not be distributed to the press or other media and may not be reproduced or redistributed to any
other person. The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of VSL and
are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and
there can be no assurance that future results or events will be consistent with any such opinions, estimate or projection. This document has not been prepared
by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. Information in
this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and projections
contained herein are entirely those of the authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising
from any use of this document or its contents or otherwise arising in connection therewith. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited
unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as
prescribed by Securities and Exchange Board of India before investing in Securities Market.
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