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Dividend per share (FY24) 10.2
Shareholding Pattern (%)
Jun-23 Sep-23 Dec-23
Promoters 70.4 70.4 70.4
Pledged shares 0.0 0.0 0.0
Fll 0.1 0.1 0.2
DIl 0.0 0.0 0.0
Public & Others 29.5 29.5 29.5
Stock Performance (%)
™ 3M 6M
Absolute -3.4 16.5 42.3
Relative to Nifty 2.5 13.6 29.1

India Nippon Electricals Ltd.

Meeting
Note

We recently met India Nippon Electricals (INE) senior management. Key takeaways
from our interaction.

Key Highlights

India Nippon Electricals (INE) was founded in 1984 and converted into a joint
venture between Lucas Indian Service (LIS) and MAHLE Electric Drives Japan
Corporation to manufacture electronic ignition systems for two-wheelers, three-
wheelers and portable engines. In June-23 LIS acquired Mahle’s stake after which
LIS holding has increased to 70.32%.

The Company has 3 Manufacturing facilities located in Tamil Nadu, Puducherry,
and Haryana along with 1 state of art research center.

INE is tier 1 supplier to major OEMs like Hero, TVS, Bajaj, Greaves, Mahindra 2
Wheelers, Kohler, and John Deere. INEL has recently expanded its presence in the
rapidly growing electric vehicle market. It has also expanded porifolio with
technologies such as sensors, controllers, and engine control units.

Industry wise revenue breakup consist of 2W — 80% where as 3W and general
purpose parts consist of 6% and 14% respectively.

INE expects the FWM market to continue to expand till 2030. It also anticipates
bigger market share due to likely changes in the competitive landscape in FWM
segment.

2W and 3W are the core customer segment which is growing at rate of 5-6%. Top
4 customers contribute 80% of revenue in overall business.

TVS Motor and Hero Motocorp are the primary customers in Ignition system
segment which contributes 75% of sales (about ~Rs 2000 — 3000 per bike). INE
has been growing its market share in two-wheelers despite sluggish sales of two-
wheelers.
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Dhanki reports are also available on

Bloomberg and Factset.
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Particulars (Rs. Mn) 9MFY24 9MFY23 % YoY
Net Revenue 5,284.0 4,982.8 6.0%
Material Cost 3,676.7 3,483.0 5.6%
Gross Profit 1,607.3 1,499.8 7.2%
Gross Margin 30.4% 30.1% 32bps
Employee Expenses 645.9 608.9 6.1%
Other Expenses 513.6 483.3 6.3%
EBITDA 447.8 407.6 9.9%
EBITDA Margin 8.5% 8.2% 29bps
Depreciation 112.7 108.1 4.3%
EBIT 335.1 299.5 11.9%
Finance Cost 3.0 3.3 -9.1%
Other Income 165.6 147.6 12.2%
PBT 497.7 443.8 12.1%
Tax 108.9 103.7 5.0%
PAT 388.8 340.1 14.3%
EPS (Rs) 8.4 7.3 14.3%

Regd & Corporate Office : Dhanki Securities Pvt. Ltd., 302, Hubtown Solaris, NS Phadke Road, Near East West Flyover,
Andheri (E), Mumbai - 69. Tel 91-22-61717500 Fax 26836321 CIN No.:U67120MH1997PTC111852
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m  INE is a zero-debt company with around ~ 1600 employees and healthy market share in FWM market.

m  INE has entered into a Technical Licensing partnership with Borg Warner, a globally leading automotive supplier, for the
Control unit for Electronic Fuel Injection (EFI ECU) which will enable to enter a new product segment of the EFI system and serve
customers for two and three-wheeler applications.

m  EFI ECU and sensors for two-wheelers (including TMAP Sensor, RPAS Ultrasonic Sensor and Tire Pressure Monitoring Sensor)
will enhance profitability.

m  INE is focused on gaining value from the ICE segment and does not anticipate decline in the volumes till 2030. Also it focusses
on After Market segment for better margins. The company targets to increase its share of sales in After Market segment from
10% -15% till FY25.

m  The company is planning to venture into the ISG system for two-wheeler IC engines and are also planning to enter into the EFI
controller to enhance revenue. Currently ISG systems account for 15% of the market.

m  INE has proactively diversified its manufacturing to include components tailored for EVs. The company is currently engaged in
development of innovative products for EV segment, including cluster systems, TPMS, traction motors, motor controllers, and
side stand sensors.

Key Customers — Market Share
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Market share for Key Customers increased from 33% to 41% in last 4 Years
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Financials (Consol.)

Income Statement Key Ratios
YE March (Rs mn) FY20 FY21  FY22  FY23 YE March (Rs mn) FY20 FY21  FY22  FY23
Net Revenue 4,788 4,812 5,663 6,563 EPS(Rs) 24.2 175 222 213
Growth -88%  05% 17.7% 15.9% CEPS(Rs) 20.0 12.9 16.5 14.9
Operating Exp 4236 4359 5167 6,034 BV(Rs) 185.6 1994 2233 2477
EBITDA 559 454 496 509 P/E(X) 282 389 307 319
Growih 27.0% -17.9%  93%  67% /CEX 341 526 412 458
Depreciation 94 104 129 146 P/BV () 3.7 3.4 3.0 2.7
EBIT 458 350 367 383 o 0000 00 00
EBITDA Margin (%) 1.5 9.4 8.8 8.1
Other Income 263 162 253 226 PAT Margin (%) 11.4 8.2 8.9 73
Interest 6 6 5 4 RoCE (%) 10.8 7.7 7.2 6.8
PBT 715 506 615 604 pic (%) 181 121 108 9.8
Tax 169 110 113 122 RoE (%) 13.3 9.1 10.5 9.1
Adjusted PAT 546 396 503 482 Wecap Cycle (days) 38.7 463  50.0 445
Growth -5.9% -27.4% 26.8%  -4.0% EV/EBITDA (x) 263 321 293 273
FD EPS 24.2 17.5 22.2 21.3 EV/Sales (x) 3.0 3.0 2.6 2.2
Balance Sheet Cashflow
YE March (Rs mn) FY20 FY21 FY22 FY23 YE March (Rs mn) FY20 FY21 FY22 FY23
Share Capital 113 113 113 113 NP before Tax 729 506 615 604
Reserves 4,085 4,397 4939 5490 44 pep 94 104 129 146
Sh funds 4,198 4,510 5052 5603 ' (18) 21) (19) (16)
I\s\;rl:rlfy " 51 46 39 37 Add:-OtherAd; (207) - {109) - (218) (160
Net Def Taxes 67 118 215 299 Total Adj 130) (22 (109)  (37)
LT Prov & Oth. 38 25 26 32 Profit bf WC chg 599 484 507 574
Source of Funds 4,354 4,698 5,332 5,970 Adjfor Rec. 159 (213) (87) 4
Net Block 811 915 1,301 1,344 A 4o |ny. (34) (51) (58) (65)
CWIP 133 339 51 128 Adi for Pay. 8 160 (20) 55
Investment 2,618 2,606 2,783 3,550 Adi for Loan & Ofh 41) 12 178 112
LT Loans & Adv. 13 21 56 20
Other NCA 47 17 10 1 Direct Taxes Pd (175) - (110) (94) - (110)
Total NCA 3,622 3,897 4,201 5,044 CFfrom Ops (A) 317 383 70 569
Inventories 387 438 496 561 (Pur)/Sale of FA (65)  (371)  (33)  (252)
Trade Rec. 881 1,094 1,181 1,195 (pyr)/Sale of Inv 4,480 2,882 16 (277)
Cash & Equi. 284 327 366 228 Interest Rec 23 24 26 19
Other CA 70 123 167 151 Others 4[503) 2,869) 172 54
:ﬁlﬁ?ﬁfs el for sle (3; 2,02; 2210 2,134 CFfrom Inv. (B) ©6)  (335) 281 (457)
Trade Payables 760 921 901 955 Pmts of LT Loans B - -
Other Curr Liab 180 311 179 252 Pmis of Oth Liab (153 (1 (3 (1)
Total Curr Liab 941 1,232 1,079 1,207 Others (222) 136)  (140)  (208)
Net CA 732 800 1,130 927 CF from Fin. (C) (375)  (147) (153) (219
Appl of Funds 4,354 4,698 5332 5,970 Net CF (A+B+C) 76  (100) 199  (107)
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Disclosures/Disclaimers

Key to Rating Stocks:

BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto +5%; REDUCE: -5% to -15%; SELL: -15% and below.

m We/l, Kaushal Shah (MFM), VP Equity Research and Mehernosh Panthaki (CA), Research Analyst, author and the name 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 research report

m Dhanki Securities Private Limited (DSPL) is a SEBI Registered Stock Broker and a member of BSE Ltd, NSE Ltd and MCX-SX Ltd. DSPL is also regis-
tered with AMFI and distributes financial products. DSPL is registered as Research Analyst with SEBI bearing registration Number INHO00001550
under SEBI (Research Analysts) Regulations, 2014.

m DSPL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

m Further Research Analyst or his relatives or DSPL or its associates do not have any material conflict of interest at the time of publication of the Re-
search Report. Research Analyst or his/her relative or DSPL or its associates does not have any financial interest in the subject company.

m It is confirmed that Kaushal Shah (MFM), VP Equity Research and Mehernosh Panthaki (CA), Research Analyst of this report has not received any
compensation from the companies mentioned in the report in the preceding twelve months. Compensation of our Research Analysts is not based on
any specific brokerage service transactions. DSPL or its research analysts or his relatives or its associates do not have actual/beneficial ownership of
one percent or more securities of the subject company at the end of the month immediately preceding the date of publication of the research report.
DSPL or its research analysts have not been engaged in market making activity for the subject company.

m DSPL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.
DSPL and, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the subject
company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
discussed herein to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related
information and opinions.

m DSPL might have been mandated by the subject company for any other assignment in the past twelve months. DSPL might have received any com-
pensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect
of brokerage services or specific transaction in the normal course of business. DSPL may have issued other reports that are inconsistent with and
reach different conclusion from the information presented in this report. DSPL encourages independence in research report preparation and strives
to minimize conflict in preparation of research report. Research analyst or entity or its associates have not received any compensation or other bene-
fits.

m The research analyst/s for this report has not served as an officer, director or employee of the subject company or third party in connection with
the Research Report. The research analyst/s or entity or its associates have not received any compensation or other benefits from subject company or
3w party in connection with the Research Report. This report has been prepared by research division of DSPL and is meant for sole use by the recipi-
ent only as information and is not for circulation. The information contained in this report has been obtained from sources believed to be relia-
ble.Neither DSPL nor any of its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion
given, made available or expressed herein or for any omission and no guaranty, representation of warranty, express or implied, is made as to its
accuracy, completeness or correctness. While we would endeavor to update the information herein on a reasonable basis, DSPL is under no obliga-
tion to update or keep the information current.All such information and opinions are subject to change without notice.

m The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial,
economic or political factors or any other reason. Past performance is not necessarily indicative of future performance or results forward looking
statements are not predictions and may be subject to change without notice. Descriptions of any company or companies or their securities men-
tioned herein are not intended to be complete and this document is not, and should not be construed as an offer document or solicitation of an
offer, to buy or sell or subscribe for any securities or other financial instruments. We disseminate this Research Report simultaneously to recipients,
though all may not receive it concurrently.

m Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation of investment in
the securities of the companies referred to in this document (including the merits and risks involved). DSPL, its directors, analysts or employees do
not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis
of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs,
reduction in the dividend or income, efc.

m 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 may make investment decisions
that are 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.

m This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who
is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or
use would be contrary to law or regulation or what would subject DSPL to any registration or licensing requirement within such jurisdiction. If this
report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of

the sender.




