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GMM Pfaudler Ltd - Q2FY25 Result Update

Soon to recover
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GMM Pfaudler (GMMPFAUDLR) reported stable set of earnings on a consolidated level as expected with revenues growing 3% sequentially and

degrowing by 14% YOY to Rs 805 Cr. Subdued set of earnings were due to flat growth on the global Glasslining business and Industrial mixing business.

The non glasslining businesses like Mavag, Edlon and heavy engineering and services business, helped the company to clock sequential growth in

topline and to clock healthy order intake of Rs 762 Cr for Q2FY25. On the profitability level, due to cost cutting measures being introduced the company

clocked better EBITDA margins at 11.6% vs 11.3% in Q1FY25 and as a result EBITDA grew by 4% QOQ to Rs 93 Cr.

= Healthy order intake: GMMPFAUDLR garnered healthy order intake on a consolidated level in HIFY25 at Rs 1644 Cr vs Rs 1396 Cr in H1IFY24 led by
non glasslining businesses and increased focus on services business especially on the domestic side. The company’s order backlog stood at Rs 1773
Cr which gives a good visibility of growth for coming quarters.

= Stable product mix: The product mix for GMMPFAUDLR on a consolidated level continues to be stable for the company as 61% of revenues coming
from technologies segment followed by 11% by systems and balance 28% by services business while on a standalone level 88% of revenues came
from technologies segment, 4% came from systems segment and 8% came from services segment.

= Diversification strategy: GMMPFAUDLR continues to diversify from Pharma/Chemical industry due to sustained slowdown in the sector. The
company is targeting other sectors like paints, industrials, FMCG to prevent itself from decline in revenues.

Financials Outlook:
= We expect GMMPFAUDLR Ltd to clock Revenue/EBITDA/PAT/EPS CAGR of 9/10/25/24% from FY24 to FY27E led by solid execution of a robust
order book which stood at Rs 1773 Cr on a consolidated level.

Valuation and Recommendation:

= GMMPFAUDLR is a strategic bet in Capital goods Industry and is a proxy play in the growing Indian Capex story. AT CMP 1379 is trading at 18x
FY27E EPS and 9x FY27E EV / EBITDA and we assign a 15x multiple on FY27E EV/EBITDA to arrive at a TP of Rs 2229 implying an upside of 62%

Risks/Challenges:

= Delay in recovery of Glass-lining Industry will result in downgrade in earnings for GMM PFAUDLR on a consolidated level; If the company is not able
to grow its mixing business as projected then it will dent the company’s earnings on a consolidated level; Failure in growing Non-Glass-lining
businesses will lead to downgrade in earnings on a consolidated level.

Particulars (INR Cr) Revenue EBITDA % PAT EPS ROE % RoCE % PE (x) EV/ EBITDA (x) Mcap/ Sales (x)
FY24 3,447 14% 178 40 17.9% 20.8% 35 14 1.8
FY25E 3,633 12% 170 38 14.6% 17.8% 36 15 1.8
FY26E 3,954 13% 241 54 18.4% 22.2% 26 12 1.6
FY27E 4,469 14% 343 76 22.5% 27.6% 18 9 1.4

3-yr potential
return

62%
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Latest Shareholding (%)

Sept24 Jun24 Mar24
Promoters 25.18 25.18 25.18
Institutions 30.42 36.71 35.21
Public 44.4 38.11 39.61
Pledge 0 0 0
Stock Performance (%)

M 3M 12M
GMM Pfaudler 0.49 -1.61  -20.22
Nifty 500 -1.62 -0.19 32.69
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Q2FY25: Result Summary

PaLicn Garvas arzs Garves L YOr L 00 s s

Net Revenue

-14%

3%

-5%

RM 403 306 325 342 -5%
% of Revenues 43% 39% 40% 40% 0 bps
Gross Margin 57% 61% 60% 60% 0 bps
Employee Exp 220 223 219 230 -5%
Other Exp 173 167 167 182 -8%
Operating Expenses 393 390 386 -2% -1% 412 -6%
% of Revenues 42% 50% 48% 49%

EBITDAEX Ol 141 89 94 -33% 6% 94 0%
EBITDA margin 15.0% 11.3% 11.7% 11.0% 600 Bps
Depreciation 33 32 33 38

Other Income 9 10 -1 7

EBIT 117 67 60 -49% -10% 63 -4%
EBIT margin 12% 9% 7% 7% 0 Bps
Finance Costs 22 25 26 18

PBT 95 42 34 45

Exceptional Items 0 0 0 0

Tax 26 18 17 13

NPAT 69 24 17 -75% -29% 31 -46%
MI -1 -1 0 -1

Adjusted PAT 70 25 17 -76% -32% 32

PAT margin 7% 3% 2% 4% -200 Bps
Equity Share Capital 9.00 9.00 9.00 9.00

No of Shares 4.5 4.5 4.5 4.5

EPS 15.6 5.6 3.8 -76% -32% 7.2 -47%
Source: Midas research, exchange fillings
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Q2FY25 Conference Call - Key Takeaways

Business Outlook

= GMM Pfaudler had a strong order intake of Rs. 762 crores in Q2FY25 and the order backlog stood at Rs. 1773. H2FY25 is expected to be better than HIFY25 interms of order intake
with some large orders expected to be finalized in Q3FY25.

= Heavy engineering, mixing, Edlon and other non GLE have strong backlog of which revenues will be flow in H2FY25. The mixing and heavy engineering businesses are expected to
show double digit growth going ahead. Edlon is also expected to do well as they are catering to semi-conductor industry and company has also undertaken capex for capacity
expansion.

= The chemical and agro-chemical industry will take few more quarters to recover as the investments are dried up in the industry thus the glass-lined equipments (GLE) business has
witnessed lower order intake from this industry. Management believes that it is the bottom of the cycle right now, but there is less clarity regrading the timing of the recovery.

= Asfar as pricing is concerned, they are stable as of now but are at 10 - 15% discount compared to previous years.

= Domestic market has shown signs of recovery especially in the pharma sector in the domestic market and management is upbeat about the CDMO business prospects in the Indian
market.

= Company is focused on growing in the mixing business as it opens up petrochemicals, oil and gas, food and beverages which are experiencing strong traction.
= US and Chinese economies continue to be slow thus demand from these two regions particularly will take time to recover.

= Due toincreased offerings of products to its customers, the company’s wallet share has increased over the period of time.

Financial Outlook

= Management has guided for flat growth in revenues in FY25.

= H2FY25 is expected to have better revenue and margin compared to H1IFY25. Company is currently working on internal cost optimization and have undertaken various actions
domestically as well as internationally to reduce costs.

= Management is till working on their 3-year strategic plan which they will announce in early part of next year.

Source: Midas research, exchange fillings _+_ .
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Midas Telescopic View

Expect EPS to grow at a CAGR of 24% from FY24 to FY27E
I:_) Entry at FY27E

m FY18-21 FY21-24 FY24-27E EV/EBITDA
Revenues CAGR 35% 51% 9%
Gross Margin (%) 56% 59% 60%
EBITDA CAGR 30% 51% 10% Exit multiple at + Cumulative Dividend
EBITDA Margin (%) 16% 13% 1% on FY27E EBIDTA of
EPS CAGR* 8% 2% 24%
Fixed Asset Turnover (x) 4.77 475 6.35
Net Working Capital Days 142 147 103
Capital Employed (Rs. Cr) 425 1,294 1,832
Execution of Solid Order book is going to drive Return Ratios Sensitivity of 3yr TP
FY18-21 FY21-24 FY24-27E Sensitivity Market Target
AnalyS|s Cap Price
ROE (%) 19% 19% 18% 8,278 8,758 1,946 41%
15 9,551 10,032 2,229 62% 29
RoCE (%) 24% 18% 22% 17 10,825 11,305 2,512 82% 33

Source: Midas research, exchange fillings
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Financial Summary

Particulars (INR Cr)

Profit & Loss

Revenue 2,540 3,178 3,447 3,533 3,954 4,469
Gross profit 1,527 1,896 2,068 2,120 2,372 2,682
EBITDA 284 432 477 428 513 637
Depreciation 133 119 147 142 147 152
EBIT 159 364 350 317 413 553
Other Income 7 52 20 31 47 68
Interest expense 24 66 95 81 75 70
Exceptional items 0 22 0 0 0 0
PBT 135 276 255 236 338 483
Reported PAT (after minority interest) 87 167 178 170 241 343
Adj PAT (Excl El) 87 167 178 170 241 343
EPS (Rs.) 60 37 40 38 54 76
EPS (Rs.) (Excl El) 60 37 40 38 54 76
Net Worth 527 804 968 1,132 1,286 1,505
Total debt 505 797 712 652 573 500
Other liabilities and provisions 1,696 1,753 1,477 1,476 1,749 2,079
Total Networth and liabilities 2,727 3,354 3,157 3,261 3,608 4,084
Gross Fixed assets 498 557 583 593 613 633
Net fixed assets 382 412 410 425 440 455
Capital work-in-progress 13 13 27 27 27 27
Intangible Assets 455 595 602 602 602 602
Investments 0 0 0 0 0 0
Cash and bank balances 328 371 344 347 485 694
Loans & advances and other assets 0 1 3 3 3 3
Net working capital 217 463 566 679 734 809
Total assets 2,599 3,354 3,157 3,261 3,607 4,084
Capital Employed 1,711 2,118 2,215 2,338 2,534 2,839
Invested Capital (CE - cash - CWIP) 1,370 1,734 1,844 1,964 2,022 2,118
Net debt 177 426 368 305 87 -194
Cash flows from Operations (Pre-tax) 166 m 190 212 31 349
Cash flows from Operations (post-tax) 237 185 284 283 412 494
Capex 132 288 86 81 99 109
Free cashflows 105 -103 198 202 313 385
Free cashflows (post interest costs) 81 -169 103 121 238 315
Cash flows from Investing -116 -31 -32 -10 -20 -20
Cash flows from Financing -56 130 -244 -272 -254 -266
Total cash & liguid investments 328 372 347 446 680 981

All figures in Rs Cr

Growth Ratios 74) 1 1 ]
Revenue 154% 25% 8% 2% 12% 13%
EBITDA 104% 52% 10% -10% 20% 24%
Adj PAT 18% 180% -19% -5% 43% 43%
Gross 40% 40% 40% 40% 40% 40%
EBITDA 1% 14% 14% 12% 13% 14%
Adj PAT 3% 7% 5% 5% 6% 8%
OCF/EBITDA 83% 43% 60% 66% 80% 78%
OCF/IC (%) 15% 9% 13% 12% 16% 17%
RoE (%) 15% 27% 18% 15% 18% 22%
RoCE (%) 15% 23% 21% 18% 22% 28%
Fixed asset turnover (x) 5.1 5.7 5.9 6.0 6.5 71
Total asset turnover (x) 0.98 0.95 1.09 1.08 1.10 1.09
Net Debt to Equity (x) 0.34 0.53 0.38 0.27 0.07 -0.13
Net Debt to EBITDA (x) 0.62 0.99 0.77 0.71 0.17 -0.30
Interest cover (x) 11.84 6.54 5.02 5.29 6.82 9.09
Working capital days 150 118 106 105 101 100
Fully Diluted Shares (Cr) 1 5 5 5 5 5
Market cap (INR Cr) 2,188 6,660 6,206 6,206 6,206 6,206
P/E (x) 25 40 35 36 26 18
P/OCF(x) 6.4 8.0 49 4.9 33 2.8
EV (Rs.Cr) 2,365 7,086 6,574 6,511 6,293 6,012
EV/ EBITDA (x) 8 16 14 15 12 9
EV/ OCF(x) 10.0 384 23.1 23.0 15.3 12.2
FCF Yield 7% -7% 14% 15% 23% 28%
Price to BV (x) 4 8 6 5 5 4
Dividend pay-out (%) 8% 5% 5% 5% 5% 5%
Dividend yield (%) 0% 0% 0% 0% 0% 0%

Source: Midas research, exchange fillings
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Disclaimer

Absolute Rating Interpretation

BUY Stock expected to provide positive returns of >15% over a 1-year horizon REDUCE Stock expected to provide returns of <5% - -10% over a 1-year horizon
ACCUMULATE Stock expected to provide positive returns of >5% - <15% over a 1-year horizon SELL Stock expected to fall >10% over a 1-year horizon
Disclaimer

Spark PWM Private Limited (formerly known as Spark Family Office and Investment Advisors (India) Private Limited) (“Spark PWM”) holding SEBI Research Analyst Registration No.: INH200008954 and its affiliates are engaged in the business
of investment banking, structured finance, asset management and private wealth management. Spark PWM is also registered with SEBI as a Stock Broker, Portfolio Manager, Depository Participant and is also a Mutual Fund Distributor
registered with the Association of Mutual Funds in India (AMFI).

Spark PWM'’s affiliates include (1) Spark Capital Advisors (India) Private Limited which is registered with SEBI as Category | Merchant Banker, Depository Participant (with CDSL), Stock Broking and a Research Analyst (2) Spark Asia Impact
Private Limited (formerly known as Spark Alternative Asset Advisors India Private Limited) which is an investment manager to a Category Il Alternative Investment Fund (3) Spark Asia Impact Managers Private Limited (formerly known as
Spark Fund Managers Private Limited) which is registered with SEBI as a Portfolio Manager and (4) Spark Fund Advisors LLP which is an investment manager to Category lll Alternative Investment Fund and (5) Spark Financial Holdings
Private Limited.

The information and opinion expressed in this Report do not constitute an offer or an invitation to make an offer, to buy or sell any securities. The securities quoted in this document are for illustration only and are not recommendatory. This
Research Report is provided by Spark PWM on a strictly confidential basis for the exclusive use of the recipient and has been obtained from published information and other sources, which Spark PWM or its affiliates consider to be reliable.
None of the Analysts of Spark PWM accepts any liability or responsibility whatsoever for the accuracy or completeness of any such information. All estimates, expressions of opinion and other subjective judgments contained herein are
made as of the date of this Research Report.

This Research Report does not claim to contain all information that an investor / potential investor may require for the purpose of making an investment. The past performance of a product or portfolio does not in any manner indicate the
surety of performance in future. Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

This Report also does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Spark PWM has a separate team that puts together Technical
Analysis and each recipient of this report must note that the views of the Technical Analyst is always based on short term market variables and will be materially different from the views of the other sector/fundamental analyst in Spark
PWM, whose reports are based on fundamental analysis of Company. Each recipient of this Research Report should make such assessment as it deems necessary to arrive at an independent evaluation of an investment in the securities of
companies referred to in this Research Report (including the merits and risks involved) and should consult their own advisors. This Research Report is being supplied to you solely for your information and may not be reproduced,
redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. The price and value of the investments referred to in this Research Report and the income from them may go up or
down, and investors may realize losses on their investments. Spark PWM does not provide tax advise to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment. The material is
based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.

This Research Report is not directed or intended for distribution 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 Spark PWM and/or its affiliates to obtain any registration or licensing requirement within such jurisdiction. The Analyst preparing this Research Report is not registered as a
broker-dealer in the United States and, therefore, is not subject to US Rules regarding the preparation of Research Reports. The Research Analysts contributing to this report are residents outside the United States and are not associates,
employees, registered or qualified as Research Analysts with FINRA or a US-regulated broker dealer. Recipients of this material should keep themselves informed about any such restrictions. The securities described herein may or may not
be eligible for sale in all jurisdictions or to a certain category of investors. This material should not be construed as an offer to sell or the solicitation of an offer to buy any securities in any jurisdiction where such an offer or solicitation would
be illegal. Recipients shall be solely liable for any liability incurred by them in this regard and will indemnify Spark PWM and/or its affiliates for any liability it may incur in this respect.

Securities markets may be subject to significantly higher risks, and in particular, the political and economic environment, company practices and market prices and volumes may be subject to significant variations. The ability to assess such
risks may also be limited due to significantly lower information quantity and quality. Investment in securities market are subject to market risks. Read all the related documents carefully before investing. By accepting this document, you
agree to be bound by all the provisions as may be applicable pursuant to it. Nothing contained herein should be relied upon as a promise, representation or an indication of future performance. Certain statements made herein may not be
based on historical information or facts and may appear to be “Forward Looking Statements”, including those relating to general business plans, future financial condition and growth prospects. The actual results may differ materially from
any “Forward-Looking statements” due to a number of factors, including socio, political, competitive environment, force majeure etc. Spark PWM makes no representation or warranty, express or implied, as to the accuracy, completeness or
fairness of the information and opinions contained in this Research Report.

Midqs+

Equities and Research



Disclaimer

Disclaimer (Cont’d)

While we would endeavour to update the information herein on a reasonable basis, Spark PWM and its affiliates are under no obligation to update the information. Also, there may be regulatory, compliance or other reasons that prevent
Spark PWM and its affiliates from doing so. Neither Spark PWM nor its affiliates or their respective directors, employees, agents or representatives shall be responsible or liable in any manner, directly or indirectly, for views or opinions
expressed in this report or the contents or any errors or discrepancies herein or for any decisions or actions taken in reliance on the report or the inability to use or access our service in this report or for any loss or damages whether direct or
indirect, incidental, special or consequential including without limitation loss of revenue or profits that may arise from or in connection with the use of or reliance on this report. Opinions expressed herein are our current opinion as of the date
of appearing on this material only.

Spark PWM and/or its affiliates and/or employees may have interests/positions, financial or otherwise, in the securities mentioned in this report. To enhance transparency, Spark PWM has incorporated disclosure of interest statement in this
Research Report. This should, however not be treated as an endorsement of views expressed in this report.

Spark Capital Advisors (India) Private Limited (holding company of Spark PWM) has gone through a process of reorganisation and demerged its institutional equities business (stock broking license and research analyst license) to Spark
Institutional Equities Private Limited (Resultant Company) through a Composite Scheme of Demerger ("Scheme"). Further the shares of SIE has been bought by Avendus Capital Private Limited with effect from December 20, 2022.

Disclosure of Interest & Material Conflict of Interest Statement

Spark PWM and/or its affiliates and/or employees, or their relative(s) may have a financial interest in the subject company. Spark PWM and/or its affiliates may have actual/beneficial ownership of one per cent or more securities of the
subject company, at the end of the month immediately preceding the date of publication of the Research Report. Spark PWM and/or its associates and/or its employees have not been engaged in market making activity for the subject
company.

In the last twelve month period ending on the last day of the month immediately preceding the date of publication of the Research Report, Spark PWM and/or its affiliates and/or employees Research Analyst(s) may have;

i managed/co-managed public offering of securities for the subject company;

ii. received compensation for investment banking/merchant banking/brokerage services/other products/ services of the group from the subject company of this Research Report;

iii. received any compensation or other benefit from the subject company or third party in

iv. connection with the Research Report;

V. provided services to the subject company as a client.

However, the above shall have no bearing on the specific recommendation made by the Analyst(s), as the recommendation made by the Analyst(s) are independent of the view of the affiliates of Spark PWM. No part of the Analyst's
compensation was, is, or will be related, directly or indirectly, to the specific recommendations or views as expressed in this report.

Research Reports are not exchange traded products, and hence disputes relating to research activities of Spark PWM do not have access to exchange investor redressal or Arbitration mechanism. We also hereby declare that our activities
were neither suspended nor have we defaulted with any Stock Exchange authority with whom we are registered in the last five years. We have not been debarred from doing business by any Stock Exchange/SEBI or any other competent
authorities, nor has our certificate of registration been cancelled by SEBI at any point of time.

Certification by Each of The Authors of This Report

The Analyst certifies that the views expressed in this Research Report are a representation of the Analyst's personal opinions on the stock or sector as covered and reported. The Analyst is principally responsible for the preparation of this
Research Report and does not have any material conflict of interest at the time of publication of this Report. The Analyst(s) has not served as an officer, director or employee of the subject company in the last 12 month period ending on the
last day of the month immediately preceding the date of publication of the Research Report. The Analyst does not have actual/beneficial ownership of one per cent or more of the securities of the subject company, at the end of the month
immediately preceding the date of publication of the research report.

A graph of the daily closing price of securities available is at https://www.moneycontrol.com/india/stockpricequote/&http://economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose a company from the list on the browser and
select the "three years" icon in the price chart).

Spark PWM Private Limited (formerly known as Spark Family Office and Investment Advisors (India) Private Limited). Registered Office: No. 1, 3" Floor, First Crescent Park Road, Gandhi Nagar, Adyar, Chennai 600 020; CIN:
U93000TN2012PTC086696; Telephone No.: +91 44 69250000; Website: www.sparkcapital.in; Correspondence Address: Solitaire Corporate Park, Unit 1252 , Building No. 12, Andheri Kurla Road, Chakala, Andheri (East), Mumbai 400093;
Telephone No: +91 22 62916700; SEBI Registration: (Stock Broker: INZ000285135; Portfolio Manager: INP200007274; Research Analyst: INH200008954; Depository Participant: IN-DP-757-2023); AMFI - Registered Mutual Fund Distributor:
ARN 86685. Compliance and Grievance Officer details: Mr. Anupam Mohaney: +91 22 62916700. Email: pwm.compliance@sparkcapital.in.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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