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GMM Pfaudler Limited

RECOMMENDATION SNAPSHOT

*CMP MCap (Rsbn) Recommendation Target Potential Upside

Rs1193 53.6 Accumulate Rs1530 28%

*as on 10th Feb, 2025

About the Company:

GMM Pfaudler Ltd (GMMP) is a leader in the chemical process equipment’s space and is one of the largest glass-lined
equipment (GLE) manufacturers in the world. GMMP delivers corrosion-resistant technologies, systems, and services
worldwide and is one of the preferred choices as an innovative and cost-effective solutions provider for the speciality
chemical and pharmaceutical industries. It has 22 subsidiaries with an extensive sales and service network with a
headcount of more than 1800 employees across 4 continents. GMMP is certified by international standards such as GRI,
UNSDG, I1SO 9001, ISO 14001 and ISO 45001.

Results: Quick Glance:

e On a consolidated level, the company has reported net sales of Rs8015mn as compared to Rs8560mn in the same
quarter last year, drop of 6.4%

o The Ebitda margins for the quarter under review stood at 12.0% as compared to 13.3% in Q3FY24

e The company reported profit of Rs400mn as compared to Rs279mn in the same quarter last year

e The EPS for the quarter stood at Rs9.23 as compared to Rs6.42 in the corresponding period of last year

e For 9MFY25, the revenues came in at Rs23,921mn as compared to Rs27,058mn; drop of 11.6% while the PAT stood at
Rs771mn as against Rs1454mn. The EPS came in at Rs17.78

Conference Call Highlights:

e For the quarter under review, the GLE segment remains stable, though its market size is not expected to see significant
growth. With a ~50% market share in this segment, the Management emphasized that future growth will primarily
come from non-GLE businesses and new verticals. The pharmaceutical industry has shown strong momentum. The
Management has observed notable growth in South India's pharma sector, particularly in Hyderabad, where
substantial new capacity has been added to support CDOMO operations and export markets. As per the Management
commentary, a full turnaround in the chemical and pharmaceutical industries can be expected in the next 4-6 month.
While glass-lined products remain critical for both HE and services, the chemicals business slowdown has continued to
impact the core GLE business. However, the recovery is anticipated with stabilizing volumes, pricing, and cost
optimizations measures. As per the Management commentary, they believe GLE has started to recover, both from a
volume and pricing standpoint. Diversification efforts have strengthened the order backlog, particularly in mixing and
HE business. The diversified revenue mix for the quarter under review consisted of the Technologies business
contributing ~56% of total revenue, followed by Services at ~31%, and Systems at ~13%. Similarly, the International
business segment is led by Technologies at ~45%, followed by Services at ~¥38%, and Systems at ~17%

In spite of the slowdown in the industry related to chemical and Pharma, the company has been able to maintain
almost similar levels of revenue which has come from new areas like oil & gas, petrochemical etc.
The order intake during the quarter under review remained steady at “Rs7980mn. Additionally, GMMP has indicated
that they have secured large system orders in the US valued at ~USD60-70mn. However, these projects have long
execution timelines. The order intake for Q3FY25 for Technologies business on a consolidated basis consisted of ~58%,
followed by Services at ~31%, and Systems at ~11%. The order backlog is up by ~7%, ~Rs17.4bn with a stable
opportunity pipeline which remains across geographies

The Management indicated that expanding the services business in India would remain a key priority. It contributes
~35-40% of international revenue, while India's share has remained in single digits as of now. To address this, the
management has implemented organizational and systemic changes to enhance performance

In the Technology business, the management is actively tracking developments in the biological space and engaging
with customers, particularly in the domains related to peptides. Additionally, they have inaugurated a test center in
Karamsad, which is similar to their facilities in Europe and North America

HE business has gained strong traction with breakthroughs in oil & gas and petrochemicals, while the mixing
segment has expanded into metals and minerals. The company is witnessing positive traction from its strategic
acquisitions of Mixel and MixPro for its mixing business, which has significantly strengthened its portfolio. For the
Filtration and drying businesses (F&D), the strategy here has been to differentiate by focusing on more value-added
products or more sophisticated products. Mixing business continues to contribute ~10-12% of the overall consolidated
revenues
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Conference Call Highlights (contd.):

e The outlook for Edlon continues to be positive and the segment is performing well in the semiconductor industry.
Diversification strategies are yielding results, keeping order intake stable despite being slightly lower than previous
levels. Going forward GMMP aims to accelerate growth in the exports market

e The company is indicating a shift towards cost-efficient manufacturing by consolidating operations in low-cost regions
while maintaining service capabilities in high-cost markets. To mitigate this, the management is optimizing
manufacturing costs through strategic initiatives, including the Poland strategy, which has already delivered
high-quality production. During the quarter the company entered into an investment agreement to acquire 51% of its
company in Poland. The facility in Poland is a test case for broader global restructuring, and its success is expected to
drive further expansion. Streamlining UK operations is also expected to enhance efficiencies in Germany and Italy, with
the international GLE business poised for improvement. Additionally, the company has closed its Hyderabad facility as
part of its cost optimization strategy

e GMMP has made organizational changes and systematic changes within the business to improve the overall
performance. The product mix continues to change for GMMP. The Management believes a lot of the growth is going
to come from the non-glass-line businesses and the new verticals that GMM has been entering into. Some of these
diversification strategies have already started bearing fruits

e The focus is to reduce manufacturing presence in high cost countries like the US and Western Europe. GMMP has also
moved all production to the Gujarat facility, as the company had two facilities which were running at ~60% capacity
utilisation, hence the decision was made to shift all production to one unit to fetch better absorption of fixed cost and
make the cost structure more efficient

Financials:
Performance (Q3FY25)

Q3FY25 Result (Rs mn) | Dec-24 Dec-23 y-0o-y | Sept-24 | qg-0-q | 9MFY25 | 9MFY24 y-0-y FY25E
Total Revenue 8015 8560 (6.4%) 8054 (0.5%) 23921 27058 (11.6%) 31725
EBITDA 959 1139 (15.8%) 935 2.5% 2779 3861 (28.0%) 3807
Other Income 258 (77) - (7) - 351 95 - 371
Interest 251 230 9.4% 265 (5.0%) 766 648 18.2% 1026
Depreciation 349 364 (4.3%) 360 (3.0%) 1060 1109 (4.4%) 1384
Exceptional Items 0 0 - 0 - 0 0 - 0
Tax 216 188 15.2% 151 43.6% 533 744 (28.4%) 530
Net Profit 400 279 43.3% 152 - 771 1454 (47.0%) 1238

Outlook and Recommendations:

The company continues to cater to the different requirements and specific needs for each industry segment in Pharma,
Agrochem, HE or oil & gas. GMMP continues to navigate through a challenging macro environment, particularly in the
GLE segment, which is currently stable but lacks significant growth potential. The pharmaceutical industry has been
quite positive, both in India and internationally. The Management is anticipating some investment coming back in the
agrochemical space. In addition to this, they are also seeing good traction in the speciality chemicals space which can
lead to good investments and in turn later translate into good order intake for GMMP. Management continues to remain
cautious and is expecting a turnaround in the chemical and pharma industries in a few more quarters. While GLE remains
a cornerstone of the business, future growth is expected to be driven by non-GLE segments and new verticals. The
company has been actively diversifying its portfolio and reducing reliance on cyclical business. In addition to this, the
stable order intake of ~Rs7980mn during the quarter under review adds to the optimism. The strategy to reduce
reliance/dependency on cyclical sectors and diversify is a crucial focus area for GMMP. This includes not only expanding
the product portfolio but also entering new industry segments to try and restore double-digit growth. Additionally,
significant efforts have been made to optimize the cost structure, with ongoing projects in India and internationally,
including the rationalization of the manufacturing footprint. The Management has been diligently working on cost
optimization measures which is a constant key focus area. The company has taken structural steps to enhance
efficiencies, including closing the Hyderabad facility, streamlining UK operations, and ramping up lower-cost
manufacturing in Poland.

Please Turn Over Page No 02



O "PREIGRESSIVE®

Your Progress Our Periority...
Equities | Derivatives | Commodities | Currency | PMS | Depository | Mutual Funds | NBFC | e-Broking

Sector: Industrial Products RESULT REVIEW Q3FY25 Declared On: 06 Feb 2025

GMM Pfaudler Limited

Outlook and Recommendations (contd.):

GMMP is prioritizing operational stability while working on a long-term strategic roadmap. The Management remains
committed to improving Ebitda margins, which currently stand at ~11-12%, through better cost control, pricing
discipline, and product mix optimization. While the near-term outlook remains subdued, a healthier backlog, ongoing
diversification, and cost-saving measures position the company well for a stronger recovery. Management remains
cautiously optimistic about long-term growth, supported by structural improvements in operations and expansion of
global reach with a well-balanced portfolio. The confidence to fetch better revenues stems from the fact of having a
higher backlog as compared to the previous year, and expectation of deliveries execution of these orders in the
upcoming quarters. The efforts to optimize productivity, enhance capacity utilization in India and international markets,
and streamline the supply chain are expected to yield benefits in the medium term to long term where execution of the
projects in hand will be the key to sustainable growth. The current year appears to be ending as a year of consolidation
and we have cut our projections/ estimates while revising the target price to Rs1530 (strictly for long term investors
only).
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DISCLAIMERS AND DISCLOSURES-

Progressive Share Brokers Pvt. Ltd. and its affiliates are a full-service, brokerage and financing group. Progressive Share Brokers Pvt. Ltd. (PSBPL) along with its affiliates are participants in
virtually all securities trading markets in India. PSBPL started its operation on the National Stock Exchange (NSE) in 1996. PSBPL is a corporate trading member of Bombay Stock Exchange
Limited (BSE), National Stock Exchange of India Limited (NSE) for its stock broking services and is Depository Participant with Central Depository Services Limited (CDSL) and is a member of
Association of Mutual Funds of India (AMFI) for distribution of financial products.

PSBPL is SEBI registered Research Analyst under SEBI (Research Analysts) Regulations, 2014 with SEBI Registration No. INHO00000859/Research Analyst BSE Enlistment No. 5049. PSBPL hereby
declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered in last five years. PSBPL has not been debarred from
doing business by any Stock Exchange/SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

PSBPL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the
subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views
expressed in this report.

Other disclosures by Progressive Share Brokers Pvt. Ltd. (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company (s)
covered in this report-:

- PSBPL or its associates financial interest in the subject company: NO
- Research Analyst (s) or his/her relative's financial interest in the subject company: NO

- PSBPL or its associates and Research Analyst or his/her relative's does not have any material conflict of interest in the subject company. The research Analyst or research entity (PSBPL) has not
been engaged in market making activity for the subject company.

- PSBPL or its associates actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research
Report: NO

- Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication
of Research Report: NO

- PSBPL or its associates may have received any compensation including for brokerage services from the subject company in the past 12 months. PSBPL or its associates may have received
compensation for products or services other than brokerage services from the subject company in the past 12 months. PSBPL or its associates have not received any compensation or other
benefits from the Subject Company or third party in connection with the research report. Subject Company may have been client of PSBPL or its associates during twelve months preceding the
date of distribution of the research report and PSBPL may have co-managed public offering of securities for the subject company in the past twelve months.

- The research analyst has served as officer, director or employee of the subject company: NO
- Registration granted by SEBI and certification from NISM is in no way guarantee performance of the intermediary or provide any assurance of returns to investors

PSBPL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our sales people, 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, and our proprietary
trading and investing businesses (if any) may make investment decisions that may be inconsistent with the recommendations expressed herein. In reviewing these materials, you should be
aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject PSBPL or its group companies to any registration or licensing requirement within such jurisdiction. If this document is sent or has reached any
individual in such country, especially, USA, the same may be ignored. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of PSBPL. All
trademarks, service marks and logos used in this report are trademarks or registered trademarks of PSBPL or its Group Companies. 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 Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Terms & Conditions:

This report has been prepared by PSBPL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential 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 reprod uced in any form, without prior written consent of PSBPL. The report is
based on the facts, figures and information that are considered true, correct, reliable and accurate. The information is obtained from publicly available media or other sources believed to be
reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such
information and opinions are subject to change without notice. The report is prepared solely for informational purpose and its at the discretion of the clients 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. PSBPL will not treat recipients as
customers by virtue of their receiving this report.

Registered Office Address: Compliance Officer:

Progressive Share Brokers Pvt. Ltd, Ms. Neha Oza,

122-124, Laxmi Plaza, Laxmi Indl Estate, Email: compliance@progressiveshares.com,
New Link Rd, Andheri West, Contact No.:022-40777500.
Mumbai—400053, Maharashtra Grievance Officer:
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