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Suprajit Engineering Ltd
AGM update - LDC and growth ‘beyond cables’ to be exciting!

Performance in FY22

FY22 was a challenging year as global volumes shrunk, chip shortages, shipment problems,
commodity price increase, port congestion, etc. impacted financials. Despite multiple
challenges, performance was much ahead of the industry. Suprajit continue to report growth
in its financials. Revenues increased by 12% YoY to Rs 18.4bn in FY22 vs. the industry growth
of less than 2% for the same period. PAT increased by 21% YoY to Rs 17.3bn in FY22 (including
exceptional items). Increased dividend to Rs 2.0 in FY22 vs. Rs 1.8 in FY21 and dividend payout
was 16%. With 400mn cables capacity and 110mn lamps, Suprajit Engineering is having top
capacities in the world.

Light Duty Cables (LDC) division

The LDC acquisition is completed and the management termed it as a transformational and
marquee acquisition. This segment will give expansion and growth opportunities, along with
support in de-risking business & growing profitability in the coming years. Post LDC, Suprajit’s
dependence on two-wheelers has come down from 34% in FY22 to 26% at present. LDC
provides global manufacturing footprint, warehousing, and engineering support system to
drive global business going forward. The combined strength of Suprajit and the LDC will make
the company the best cable manufacturer in the world.

Suprajit Technical Centre (STC) and growing beyond cables

Significant traction emerged at STC, developed new products and launched a few products with
customers. Suprajit is setting-up a digital instrument cluster and will start production in coming
months. STC made sector agnostic products, widely acceptable in electric vehicles, relocated
its R&D centre and increased number of engineers to 45, which will grow further. STC is doing
‘beyond cables’ and will further add wings to fly higher. LDC along with STC will aid in growing
faster and higher than the industry growth.

Core business performance

The domestic cable division performed very well with increased OEM penetration, and it’s
aftermarket reported good growth as well. Many new businesses won in the past financial year,
orders including LDC remain strong & robust. With quality, low cost and timely delivery,
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Suprajit has been able to grow its market share consistently over the period. Auto cables
degrowth in exports will continue due to geopolitical situation and other challenges (as
mentioned above) will continue. LDC’s short-term margin related pressures will remain as
restructuring & cleanup is happening and streamlining is ongoing. Non-auto segment
performed well with stable margin, while Phoenix lamps segment impacted majorly due to
steep increase in input costs/special gases.

Broad outlook

a) Expect 5-10% outperformance vis-a-vis industry to continue. b) EBITDA margin ex-LDC will
maintain at 14-16% level. LDC will be a drag in FY23 and will touch double-digit margin by
Q4FY24 with $100mn in revenue in FY24. c¢) Doing one M&A at a time, which is on the
philosophy of de-risking and growing profitable. Taking calculated risk & a conservative
approach while doing acquisitions. d) The incremental Rs 20bn of revenue will come sooner
than later.

Reasonably attractive valuations

= Suprajit’s historic year-on-year outperformance is noticeable. We believe apart from strong
growth visibility in its traditional business, LDC’s global reach and high margin products from
STC will be the new growth drivers for mid-to-long term.

= |ts trading at ~17x FY24e EPS of Rs 19.3. Assigned multiple of 21x FY24e to arrive at a fair
value of Rs 405 per share. Recommend Buy!

Bloomberg: SELIN
52-week H/L (Rs): 478/272
Mcap (Rs bn/USD bn): 45.1/0.6
Shares outstanding (mn): 138.4
Free float: 55.0%
Daily vol. (3M Avg): 0.23 mn
Face Value (Rs): 1
Group: BSE 500
Source: Bloomberg, SMIFS Institutional Research
|Shareholding pattern (%)

Jun-22 Mar-22 Dec-21 Sep-21
Promoter 446% 44.6% 44.6% 44.6%
Flls 4.9% 5.0% 5.9% 4.7%
Dlls 14.9% 14.9% 14.1% 13.3%
Public/others 35.6% 35.5% 35.4% 37.4%
Source: BSE
| Price performance (%) *
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Y/E Mar (Rs mn) Revenue  YoY (%) EBITDA  EBITDA (%) Adj. PAT YoY (%) RoE (%) RoCE (%) P/E (x) EV/EBITDA (x)
FY20 15,628 -1.7 2,187 14.0 1,040 -22.3 7.4 12.8 13.6 25.2 13.0
FY21 16,409 5.0 2,367 14.4 1,427 37.3 10.2 15.5 14.2 17.9 11.6
FY22 18,405 12.2 2,599 141 1,731 213 125 16.7 14.9 27.0 18.4
FY23e 28,183 53.1 3,103 11.0 1,732 0.1 12.5 15.0 14.4 26.1 16.1
FY24e 31,255 10.9 4,377 14.0 2,670 54.2 19.3 19.9 17.3 16.9 11.0

Source: Company, SMIFS Institutional Research Estimates

SMIFS Research is also available on Bloomberg
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Outlook and Valuations

a) Expect 5-10% outperformance vis-a-vis industry to continue. b) EBITDA
margin ex-LDC will maintain at 14-16% level. LDC will be a drag in FY23 and will
touch double-digit margin by Q4FY24 with $100mn in revenue in FY24. c) Doing
one M&A at a time, which is on the philosophy of de-risking and growing
profitable. Taking calculated risk & a conservative approach while doing
acquisitions. d) The incremental Rs 20bn of revenue will come sooner than
later.

Suprajit’s historic year-on-year outperformance is noticeable. We believe apart
from strong growth visibility in its traditional business, LDC’s global reach and
new high margin products from STC will be the new growth drivers for mid-to-
long term.

Its trading at ~17x FY24e EPS of Rs 19. Assigned multiple of 21x FY24e to arrive
at a fair value of Rs 405 per share. Recommend Buy!

Fig 1: 1-year forward P/E Fig 2: 1-year forward EV/EBITDA
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Financial Statements
Balance Sheet

YE March (Rs mn) FY20 FY21 FY22 FY23e FY24e YE March (Rs mn) FY20 FY21 FY22 FY23e FY24e
Revenues 15,628 16,409 18,405 28,183 31,255 Sources of funds

% Growth (1.7) 5.0 12.2 53.1 10.9 Capital 140 140 138 138 138
Raw Materials 9,151 9,547 10,787 16,938 18,066 Reserves & Surplus 8,398 9,757 10,701 12,156 14,399
% of sales 58.6 58.2 58.6 60.1 57.8 Shareholders’ Funds 8,538 9,897 10,840 12,295 14,537
Personnel 2,927 3,083 3,364 5,496 5,939 Total Loan Funds 3,803 3,277 3,115 5,349 5,013
% of sales 18.7 18.8 18.3 19.5 19.0 Deffered tax liabilities 563 552 554 848 941
Other Expenses 1,364 1,411 1,655 2,647 2,874 Other liabilities 2,901 3,406 2,877 4,257 4,606
% of sales 8.7 8.6 9.0 9.4 9.2 Total Liabilities 15,805 17,133 17,385 22,748 25,097
EBITDA 2,187 2,367 2,599 3,103 4,377 Application of funds

EBITDA Margin (%) 14.0 14.4 14.1 11.0 14.0 Gross Block 7,489 7,749 8,100 12,954 13,623
Other Income 224 336 366 479 512 Accumulated Dep. 1,610 2,099 2,619 3,598 4,625

Depreciation & Amortization 581 568 585 979 1,028 Net Block 5,878 5,649 5,482 9,356 8,998

EBIT 1,830 2,136 2,380 2,603 3,862 Capital WIP 145 42 94 94 91

Finance Cost 227 192 145 249 234 Net Assets 6,024 5,691 5,576 9,450 9,089

PBT From Operations 1,603 1,943 2,235 2,353 3,628 Investments 890 348 31 31 31

Exceptional Income/(Expense) -274 0 116 0 0 Other non current assets 408 485 603 586 615

PBT 1,329 1,943 2,352 2,353 3,628 Inventories 2,762 3,145 3,433 5,012 5,345
Tax-Total 289 516 621 621 958 Sundry Debtors 2,750 3,320 2,972 4,551 5,047

Effective tax rate (%) 21.8 26.6 26.4 26.4 26.4 Cash & Bank Balances 694 945 1,962 387 1,940

Reported PAT 1,040 1,427 1,731 1,732 2,670 Loans and Advances 10 10 14 22 24

PAT Margin 6.7 8.7 9.4 6.1 8.5 Other current Assets 2,268 3,188 2,796 2,711 3,006
% Growth (22.3) 373 213 0.1 54.2 Total Current Assets 8,483 10,608 11,176 12,682 15,362
Source: Company, SMIFS Institutional Research Estimates Sundry Creditors 2,140 2,476 1,940 3,248 3,465
Other Current Liabilities 3,531 3,415 3,461 3,944 4,340
YE March FY20 FY21 Y Provisions 118 135 142 217 241
Growth Ratios (%) Total Current Liabilities 5,789 6,025 5,542 7,410 8,046
Net Sales (17) 5.0 122 53.1 109 Net Current Assets 2,695 4,583 5,634 5,272 7,317
EBITDA (6.0) 8.2 9.8 194 411 Total Assets 15,805 17,133 17,385 22,748 25,097
Net Profit (22.3) 373 213 01 542 Source: Company, SMIFS Institutional Research Estimates

Margin Ratio (%)

EBITOA Margin o w4 @i 1o 1o
EBIT Margin 1.7 13.0 12.9 92 124 YE March (Rs mn) FY20 FY21 FY22 FY23e FY24e
PBT margins 10.3 11.8 12.1 8.3 11.6 ?h":r:::is"g profit before WC 2,292 2519 2,832 3581 4,888
PAT Margin 67 87 94 61 85 'Net chg in working capital 499 (427) (432)  (1,481)  (487)
Return Ratios Income taxes paid (470)  (482)  (584)  (630)  (971)
i 28 155 87 B3 B9 Cashflow from operating 2320 1610 1816 1470 3430
ROCE 13.6 14.2 14.9 14.4 17.3 activities (a) ! ' ! ’ !
ROIC 13.2 13.0 14.4 11.9 16.2 Capital expenditure (664) (251) (525) (4,853) (666)
Turnover Ratios (days) Free Cash Flow 1,656 1,359 1,291 (3,384) 2,764
Gross Block Turnover (x) 2.2 2.2 2.3 2.7 2.4 Cas'h'fl'ow from investing (1,565) (598) 365  (4,79)  (894)
Inventory 110 120 116 108 108  Activities (b) i

Debtors 64 74 59 59 59 ::;:I:'I‘;‘s"(gm financing (607) (860)  (1,115) 1,707  (997)
Creditors 85 95 66 70 70 Net chg in cash (atb+c) 148 152 1,066 (1619) 1,539
Cash Conversion Cycle 83 99 109 97 97 Source: Company, SMIFS Instiutitional Research Estimates

Solvency ratio (x)

Debt-equity 0.4 0.3 0.3 0.4 0.3

Net Debt-Equity 0.2 (0.1) (0.1) 0.2 0.0

Gross Debt/EBITDA 1.7 14 1.2 1.7 11

Current ratio 1.5 1.8 2.0 1.7 1.9

Interest coverage ratio 8.1 11.1 16.4 10.4 16.5

Dividend

DPS (Rs.) 1.8 1.8 2.0 2.0 3.1

Dividend Yield (%) 0.5 0.5 0.6 0.6 0.9

Dividend Payout (%) 23.5 17.2 16.0 16.0 16.0

Per share (Rs.)

Basic EPS (reported) 7.4 10.2 12.5 12.5 19.3

FDEPS (adjusted) 7.4 10.2 12.5 12.5 19.3

CEPS 11.6 14.3 16.7 19.6 26.7

BV 61.0 70.8 78.3 88.8 105.0

Valuation

P/E 25.2 17.9 27.0 26.1 16.9

P/BV 5.3 4.6 4.2 3.7 3.1

EV/EBITDA 13.0 11.6 18.4 16.1 11.0

EV/Sales 1.8 1.7 2.6 1.8 15

Source: Company, SMIFS Institutional Research Estimates
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Disclaimer
Analyst Certification:

We /I, the above-mentioned Research Analyst(s) of SMIFS Limited (in short “SMIFS / the Company”), authors and the
names subscribed to this Research Report, hereby certify that all of the views expressed in this Research Report
accurately reflect our views about the subject issuer(s) or securities and distributed as per SEBI (Research Analysts)
Regulations 2014. 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 Research Report. It is also confirmed that We/I, the above mentioned
Research Analyst(s) of this Research Report have not received any compensation from the subject companies mentioned
in the Research Report in the preceding twelve months and do not serve as an officer, director or employee of the
subject companies mentioned in the Research Report.

Terms & Conditions and Other Disclosures:

SMIFS Limited is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution
of Financial Products. SMIFS Limited is registered as Research Analyst Entity with Securities & Exchange Board of India
(SEBI) with Registration Number — INH300001474.

SMIFS and our associates might have investment banking and other business relationship with a significant percentage
of companies covered by our Research Analysts. SMIFS generally prohibits its analysts, persons reporting to analysts and
their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without
any notice. The Research 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 SMIFS Limited. While we
would endeavor to update the information herein on a reasonable basis, SMIFS is under no obligation to update or keep
the information current. Also, there may be regulatory, compliance or other reasons that may prevent SMIFS 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 policies of SMIFS, in circumstances where SMIFS might
be acting in an advisory capacity to this company, or in certain other circumstances.

This Research 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 Research 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. Securities as defined in clause
(h) of section 2 of the Securities Contract Act, 1956, includes Financial Instruments, Currency and Commodity
Derivatives. Though disseminated to all the customers simultaneously, not all customers may receive this Research
Report at the same time. SMIFS will not treat recipients as customers by virtue of their receiving this Research Report.
Nothing in this Research 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 Research 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. SMIFS accepts no liabilities whatsoever for any loss or damage of any kind arising

Suprajit Engineering Ltd.
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out of the use of this Research 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. The information given in this report is as of date of this report and there
can be no assurance that future results or events will be consistent with this information. The information provided in
this report remains, unless otherwise stated, the copyright of SMIFS. All layout, design, original artwork, concepts and
intellectual Properties remains the property and copyright of SMIFS and may not be used in any form or for any purpose
whatsoever by any party without the express written permission of the SMIFS.

SMIFS shall not be liable for any delay or any other interruption which may occur in presenting the data due to any
reason including network (Internet) reasons or snags in the system, breakdown of the system or any other equipment,
server breakdown, maintenance shutdown, breakdown of communication services or inability of SMIFS to present the
data. In no event shall SMIFS be liable for any damages, including without limitation direct or indirect, special, incidental,
or consequential damages, losses or expenses arising in connection with the data presented by the SMIFS through this
report.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a)
Exchange Rates can be volatile and are subject to large fluctuations; (b) the value of currencies may be affected by
numerous market factors, including world and notional economic, political and regulatory events, events in Equity &
Debt Markets and changes in interest rates; and (c) Currencies may be subject to devaluation or government imposed
Exchange Controls which could affect the value of the Currency. Investors in securities such as Currency Derivatives,
whose values are affected by the currency of an underlying security, effectively assume currency risk.

Since associates of SMIFS 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 Research
Report.

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i)
from time to may have long or short positions in, and buy or sell the Securities, mentioned herein or (ii) be engaged in
any other transaction involving such Securities and earn brokerage or other compensation of the Subject Company/
companies mentioned herein or act as an Advisor or Lender/Borrower to such Companies or have other
potential/material Conflict of Interest with respect to any recommendation and related information and opinions at the
time of the publication of the Research Report or at the time of Public Appearance.

SMIFS does not have proprietary trades but may at a future date, opt for the same with prior intimation to Clients/
Investors and extant Authorities where it may have proprietary long/short position in the above Scrip(s) and therefore
should be considered as interested.

The views provided herein are general in nature and do not consider Risk Appetite or Investment Objective of any
particular Investor; Clients/ Readers/ Subscribers of this Research Report are requested to take independent
professional advice before investing, however the same shall have no bearing whatsoever on the specific
recommendations made by the analysts, as the recommendations made by the analysts are completely independednt
views of the Associates of SMIFS even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the Research Report.

The information provided herein should not be construed as invitation or solicitation to do business with SMIFS.
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SMIFS 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 Research Report as of the last day of the month preceding the publication of the
Research Report.

SMIFS encourages independence in Research Report preparation and strives to minimize conflict in preparation of
Research Report. Accordingly, neither SMIFS and their Associates nor the Research Analysts and their relatives have any
material conflict of interest at the time of publication of this Research Report or at the time of the Public Appearance, if
any.

SMIFS 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.

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

SMIFS or its associates might have received any compensation for products or services other than investment banking
or brokerage services from the subject companies mentioned in the Research Report in the past twelve months.

SMIFS or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the
subject companies mentioned in the Research Report or third party in connection with preparation of the Research
Report.

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.
The Research Analysts might have served as an officer, director or employee of the subject company.

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may have
been engaged in market making activity for the companies mentioned in the Research Report.

SMIFS may have issued other Research Reports that are inconsistent with and reach different conclusion from the
information presented in this Research Report.

A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or

www.bseindia.com, www.mcxindia.com and/or www.icex.com.

SMIFS submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority
impacting Equity Research Analysis activities in last 3 years.

This Research 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 SMIFS 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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Specific Disclosures

1. SMIFS, Research Analyst and/or his relatives does not have financial interest in the subject company, as they do
not have equity holdings in the subject company.

2. SMIFS, Research Analyst and/or his relatives do not have actual/beneficial ownership of 1% or more securities
in the subject company.

3. SMIFS, Research Analyst and/or his relatives have not received compensation/other benefits from the subject
company in the past 12 months.

4. SMIFS, Research Analyst and/or his relatives do not have material conflict of interest in the subject company at
the time of publication of research report.
Research Analyst has not served as director/officer/employee in the subject company
SMIFS has not acted as a manager or co-manager of public offering of securities of the subject company in past
12 months.

7. SMIFS has not received compensation for investment banking/ merchant banking/brokerage services from the
subject company in the past 12 months

8. SMIFS has not received compensation for other than investment banking/merchant banking/brokerage services
from the subject company in the past 12 months.

9. SMIFS has not received any compensation or other benefits from third party in connection with the research
report.

10. SMIFS has not engaged in market making activity for the subject company

Analyst holding in stock: NO

Key to SMIFS Investment Rankings

Buy: Return >15%, Accumulate: Return between 5% to 15%, Reduce: Return between -5% to +5%, Sell: Return <-5%
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