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Generating Wealth

Diversification & Expansion to Fuel Growth

CMP: INR 994 GMM Pfaudler reported weak Q3FY26 (consolidated) results. Revenue came in
at INR 8.84 Bn, declining -2.1% QoQ and growing +10.2% YoY (-7.1% vs our
Rating: BUY estimates). Gross margins stood at 56.27%, compared with 59.88% QoQ and
57.73% YoY (vs our 59% estimate). EBITDA was INR 1.05 Bn, down -13.7% QoQ
Target Price: INR 1,854 and up +9.5% YoY (-22.3% vs our estimates). EBITDA margins were 11.9%,
versus 13.47% QoQ and 11.96% YoY (vs our 14.2% estimate). PAT came in at
Stock Info INR -88.9 Mn, while Adj PAT stood at INR 325.05 Mn, declining-17.5% QoQ and
-15.9% YoY (-25.4% vs our estimates). Adj PAT margins were 3.64%, compared
BSE 505255 with 4.32% QoQ and 4.67% YoY (vs our 4.58% estimate).
NSE GMMPFAUDLR
Portfolio diversification and margin mix: The strategic shift away from legacy
Bloomberg GMM IN GLE toward mixing, heavy engineering and specialty businesses is reshaping the
company’s earnings profile. Platforms such as SEMCO and Edlon operate at

MR SIS structurally higher margins and benefit from cross-selling opportunities across
) geographies. As these businesses scale, they should progressively lift blended
Sector Capital Goods EBITDA and reduce volatility tied to chemical/pharma capex cycles.
Face Value (INR) 2 Cost actions and margin recovery runway: Europe footprint rationalisation (UK
Mkt Cap (INR Bn) 44.73 exit and Germany restructuring) represents a key structural margin lever, with
phased cost savings expected over the next two years and management
52w H/L (INR) 1418/950 indicating a meaningful run-rate benefit once fully implemented. While
Avg yearly Vol (in 000’) 102.43 fexceptlonal cha.rges weighed on the current quarter, 'Fh'ese actions should
improve operating leverage as volumes recover, providing a clearer pathway
for medium-term EBITDA normalisation.
Shareholding Pattern % Improving operational momentum in near term: Strong recent order inflows
s @ linig, ) and record backlog provide improving production visibility across key facilities,
Promoters 25.18% supporting better capacity utilisation over the next few quarters. Early ramp-up
Public & Others 74.82% at Poland and Edlon, along with recovery in the Americas (SEMCO/MixPro),

should gradually offset weakness in Europe GLE. While margins may remain

Stock Performance (%) dm - Gw uneven quarter-to-quarter due to project phasing, operational momentum is
GMM Pfaudler -6.7 -23.1 -16.8 turning positive, creating a supportive setup for sequential performance
Nifty 50 1.7 445 +9.1 improvement.
GMMPFAUDLR Vs Nifty 50 Outlook: The company is entering Ef‘ growt.h phase supported bY strong -o.rc.ier
momentum and a record backlog, improving near-term operational visibility.
ﬁg-gg Ongoing portfolio diversification toward higher-margin mixing, heavy
110.00 engineering and specialty businesses, alongside Europe cost rationalisation,
183:88 provides a clear pathway for medium-term EBITDA recovery. While margins
gg:gg may remain volatile in the near term due to project phasing and regional GLE
85.00 softness, improving capacity utilisation and ramp-up of newer platforms
32288 underpin a gradually strengthening earnings trajectory with a slightly positive
PP Qf{berﬁ{&rﬁ@rﬁr@rﬁ@rﬁ@rﬁrﬁrﬁﬁrﬁrﬁé& medium-term bias. We maintain our BUY rating and revise our target price to
FE W T T T INR 1,854.
Valuation Summar
——— GMMPfaudler NIFTY_50 Y/E Mar, INR Mn FY23 FY24 FY25 FY26E FY27E FY28E|
Net Sales 31,776 34,465 31,987 35,181 38,781 42,916
EBITDA 4,293 4,758 3,611 4,447 4,980 5,597
Abhishek Jain PAT 2,104 1,707 492 775 1,754 2,133
abhishek jain@arihantcapital.com Adjusted PAT 2,104 1,707 492 1339 1,754 2,133
02267114851 EPS (INR) 36.4 39.0 11.8 17.2 39.0 47.5
Ronak Osthwal EPS (INR) on Adj 36.4 39.0 11.8] 29.8 39.0 47.5
ronak.osthwal@arihantcapital.com PAT -
022 67114865 EBITDA Margin (%) 13.5% 13.8% 11.3%| 12.6% 12.8% 13.0%
EV/EBITDA 12.3 11.0 14.0 11.7 10.7| 9.7
P/E (x) 29.8 27.7| 91.9 62.8 27.8 22.8
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GMM Pfaudler Q3FY26 Concall Highlights

e Record backlog provides strong revenue visibility into FY27, though conversion is expected to be gradual
rather than immediate.

e Order inflows remain broad-based, with ~50% of nine-month intake coming from non-chemical/pharma end
markets, highlighting accelerating diversification of the revenue mix.

e Large-ticket wins in defence (~*US$30 Mn) and nuclear (~USS$15 Mn) validate the company’s capability in
complex engineered projects and materially expand addressable opportunities beyond core GLE.

¢ India shows improving traction across pharma, nuclear and oil & gas; Americas are recovering led by SEMCO
and MixPro; Europe remains weak in traditional chemical/pharma; China continues to be challenging.

¢ Defence-led systems orders in Europe are emerging as a meaningful incremental growth driver amid higher
regional defence spending.

¢ The global mixing platform like Mixel, MixPro, SEMCO, Mixion is increasingly central to strategy, with cross-
selling, geographic reach and margin accretion expected to support medium-term profitability improvement.

e SEMCO Brazil is contributing positively to margins and backlog, benefiting from metals/minerals and oil & gas
capex in South America, reinforcing the Americas recovery narrative.

¢ Edlon US has scaled into a profitable specialist business (~*US$25 Mn size) and is seeing demand from
semiconductor investments; commissioning of a new facility positions it for the next growth phase.

e Heavy Engineering is being deliberately repositioned toward higher-value alloys like stainless, Hastelloy,
titanium, Inconel, improving revenue intensity per unit of capacity and reducing dependence on commoditised
carbon steel work.

* Project execution risk in Heavy Engineering is mitigated through fixed-price contracts with milestone billing
and escalation clauses, though delivery discipline remains critical given rising project complexity.

e Europe restructuring continues: earlier UK manufacturing exit and ongoing Germany workforce
rationalisation are aimed at aligning capacity with structurally lower demand in GLE.

* Weaker absorption in European GLE due to soft chemical/pharma demand led to underutilisation and higher
fixed-cost impact on gross margins.

e Increasing contribution from early-stage large engineered projects (defence/nuclear/Heavy Engineering)
diluted near-term margins, as these projects typically carry lower margins in initial execution phases before
profitability normalises over the lifecycle.

e One-time exceptional charges related to Germany workforce restructuring (severance provision) and India
Labour Code implementation directly reduced reported EBITDA for the quarter.

e Cost savings from Germany restructuring are expected to begin in FY27 (~*INR150-170 Mn initial benefit),
with total run-rate improvement of ~INR400 Mn once fully implemented.

¢ Glass-lined equipment remains a mature, structurally slower-growth business where margin improvement
will be driven primarily by cost optimisation and footprint consolidation rather than volume-led growth.

¢ Non-GLE businesses (mixing, sealing, Interseal and systems) already operate at higher EBITDA margins and
are positioned as the principal levers for medium-term margin expansion.

¢ Poland manufacturing has become operational and is supporting Swiss and French subsidiaries, with plans to
scale capacity further, strengthening the group’s low-cost European production base.

¢ The overall portfolio is transitioning from a GLE-heavy profile toward a more balanced engineered solutions
platform, improving resilience across cycles and reducing dependence on chemical/pharma capex.

¢ Near-term performance is expected to be driven by execution of the enlarged backlog, ramp-up of newer
facilities (Poland, Edlon), recovery in the Americas, and progressive benefits from Europe cost actions, while
China and core European chemicals remain key watch points.

Outlook: Backlog strength and large defence/nuclear wins provide solid revenue visibility into FY27, while the
mix shift toward mixing, heavy engineering and specialty businesses supports medium-term margin
improvement. Near-term profitability remains pressured by Europe GLE softness, one-off restructuring/labour
provisions, and early-stage margins on large projects. Execution on backlog conversion, Germany cost savings
and Poland/Edlon ramp-up remains key, but improving order quality and margin-accretive segments underpin
a slightly positive medium-term view. Continued diversification away from chemical/pharma and growing
contribution from higher-margin platforms should gradually enhance earnings resilience across cycles. We
maintain our BUY rating and revise our target to INR 1,854.
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Exhibit: Income Statement (Consol)

ncome statement (INR Mn) FY23 FY24 FY25 FY26E FY27E FY28
ross Sales 31,776 34,465 31,987 35,181 38,781 42,91
et Sales 31,776 34,465 31,987 35,181 38,781 42,91
oY (%) 25.07% 8.46% -7.19% 9.99% 10.23% 10.66%
djusted COGS 13,813 14,905 13,589 14,645 16,065 17,69
oY (%) 27.12% 7.90% -8.83% 7.77% 9.70% 10.12%
ersonnel/ Employee benefit expenses 7,916 9,036 8,924 10,004 11,027 12,20
oY (%) 10.95% 14.15% -1.24% 12.10% 10.23% 10.66%
anufacturing & Other Expenses 5,753 5,765 5,863 6,086 6,709 7,42
oY (%) 25.98% 0.21% 1.70% 3.80% 10.24% 10.67%
otal Expenditure 27,482 29,706 28,376 30,734 33,801 37,31
oY (%) 51.24% 10.84% -24.11% 23.15% 11.98% 12.39%
BITDA 4,293 4,758 3,611 4,447 4,980 5,59
YoY (%) 51.24% 10.84% -24.11% 23.15% 11.98% 12.39%
BITDA Margin (%) 13.51% 13.81% 11.29% 12.64% 12.84% 13.04%
epreciation 1,218 1,503 1,444 1,480 1,639 1,81
% of Gross Block 10.19% 11.56% 11.41% 10.59% 10.61% 10.64%
BIT 3,075 3,256 2,167 2,967 3,341 3,78
BIT Margin (%) 9.68% 9.45% 6.77% 8.43% 8.62% 8.82%
nterest Expenses 666 948 1,032 1,402 1,402 1,38
on-operating/ Other income 517 200 304 363 400 44
BT 2,711 2,508 963 1,365 2,339 2,83
ax-Total 607 802 471 590 585 706
dj. Net Profit 2,104 1,707 492 775 1,754 2,133
eported Profit 2,104 1,707 492 775 1,754 2,133
AT Margin 6.62% 4.95% 1.54% 2.20% 4.52% 4.97%
hares o/s/ paid up equity sh capital 44,95 44,95 44,95 44.95 44.95 4495
dj EPS 36.37 39.04 11.78 17.24 39.02 47.45
ividend payment 89.50 88.70 89.90 89.90 89.90 89.90
ividend payout (%) 4.25% 5.20% 18.28% 11.60% 5.13% 4.21%
etained earnings 2,014 1,618 402 685 1,664 2,043
Exhibit: Balance Sheet (Consol)
alance sheet (INR Mn) FY23 FY24 FY25 FY26E FY27E FY28H
ources of Funds
quity Share Capital 89.90 89.90 89.90 89.90 89.90 89.90
eserves & Surplus/ Other Equity 8,029.40 9,618.00 10,206.20 10,891.09 12,555.26 14,598.27
etworth 8,119.30 9,707.90 10,296.10 10,980.99 12,645.16 14,688.17
nsecured Loans/ Borrowings/ Lease Liabilities 7,124.40 5,964.80 8,503.90 8,495.30 8,497.11 8,411.41
ther Liabilities 15,357.10 14,191.50 3,494.90 3,749.44 4,034.08 4,351.62
otal Liabilities 25,506.10 22,028.10 20,734.70 22,014.06 23,049.97 24,069.25
otal Funds Employed 33,625.40 31,736.00 31,030.80 32,995.05 35,695.14 38,757.42
pplication of Funds
et Fixed Assets 12,238.40 12,506.80 11,650.20 13,268.96 14,649.44 16,159.96
apital WIP 133.30 273.60 119.30 119.30 119.30 119.30
nvestments/ Notes/ Fair value measurement 0.10 0.10 0.10 0.10 0.10 0.10
urrent assets 20,718.10 18,513.70 18,373.80 19,144.07 20,409.39 21,886.5
nventory 7,728.90 6,253.60 5,403.10 6,281.09 7,302.34 8,041.6
ays 190.57 171.20 156.55 156.55 165.91 165.9
ebtors 4,355.30 4,328.30 3,867.90 4,507.36 4,968.56 5,498.3
ays 45.47 45.98 46.76 46.76 46.76 46.7
ther Current Assets 2,003.10 1,413.90 1,285.30 1,542.36 1,850.83 2,221.0
ash and Cash equivalent 3,716.10 3,435.70 4,671.00 3,037.46 1,756.70 688.5
urrent Liabilities/Provisions 13,907.00 11,647.90 11,307.00 12,252.01 12,919.46 13,533.2
reditors / Trade Payables 5,367.30 4,024.70 4,005.60 5,182.29 5,708.59 6,239.0
ays 59.39 60.71 53.24 59.84 59.84 62.0
iabilities 19,970.60 15,991.00 15,377.20 16,118.70 16,943.02 17,740.8
et Current Assets 6,811.10 6,865.80 7,066.80 6,892.06 7,489.93 8,353.3
otal Asset 33,625.40 31,736.00 31,030.80 32,995.05 35,695.14 38,757.42
otal Capital Employed 26,814.30 24,870.20 23,964.00 26,102.99 28,205.21 30,404.04
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Exhibit: Cash Flow (Consol)

ash Flow Statement (INR Mn) FY23 FY24 FY25 FY26E FY27E FY28H

rofit After tax 2,103.70 1,706.60 491.70 774.79 1,754.07 2,132.91

djustments: Add
Depreciation and amortisation 1,217.90 1,502.80 1,444.40 1,480.00 1,638.85 1,812.8]
nterest adjustment 148.80 747.50 727.50 1,039.12 1,002.30 945.50
Change in assets and liabilities 3,380.90 3,868.20 2,573.70 3,204.01 4,305.32 4,801.31
nventories -1,033.60 1,475.30 850.50 -877.99 -1,021.25 -739.27
Trade receivables -793.00 27.00 460.40 -639.46 -461.20 -529.74
Trade payables 1,455.40 -1,342.60 -19.10 1,176.69 526.30 530.49
Other Liabilities and provisions 1,674.90 -1,645.10 -726.80 281.26 177.94 206.17
Other Assets -2,835.60 449.50 55.60 -881.06 -1,057.27 -1,268.73
Taxes 337.10 -43.90 -156.10 -31.06 -29.50 -28.03
INet cash from operating activities 2,838.90 3,497.20 3,136.70 2,244.73 2,459.07 2,899.94
Net Sale/(Purchase) of tangible and intangible assets,
Capital work in progress -3,038.70 -1,758.90 -290.40 -2,862.45 -2,760.43 -3,038.54
Net Sale/(Purchase) of investments 117.10 50.90 163.60 129.40 142.90 158.99
Others -264.70 63.40 9.20 -18.18 -19.09 -20.04
Net cash (used) in investing activities -3,186.30 -1,644.60 -117.60 -2,751.23 -2,636.61 -2,899.60
nterest expense -892.00 -2,092.30 -1,222.70 110.23 -521.40 -487.37
Dividend paid -72.00 -89.50 -89.90 -89.90 -89.90 -89.90
Other financing activities 632.10 -69.90 92.60 -89.90 -89.90 -89.90
Net cash (used) in financing activities 786.10 -2,133.00 -1,783.80 -1,127.03 -1,103.23 -1,068.51
Closing Balance 3,716.10 3,435.70 4,671.00 3,037.46 1,756.70 688.53
FCF 1,316.40 2,018.80 2,128.10 114.54 77.03 264.69
[Capex ( % of sales ) 1,522.50 1,478.40 1,008.60 949.89 1,085.87 1,201.64
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Exhibit: Ratios (Consol)

l(ey Ratios FY23 FY24 FY25 FY26E FY27E FY28H
Solvency Ratios
Debt / Equity 0.98 0.73 0.63 0.58 0.50 0.42)
Net Debt / Equity 0.52 0.38 0.18 0.31 0.36 0.37
Debt / EBITDA 1.86 1.50 1.80 1.44 1.26 1.09
Current Ratio 0.99 0.77 0.51 0.76 0.91 0.97]
DuPont Analysis
Sales/Assets 0.94 1.09 1.03 1.07 1.09 1.11
Assets/Equity 4.14 3.27 3.01 3.00 2.82 2.64
RoE 25.91% 17.58% 4.78% 7.06% 13.87% 14.52%
Per share ratios
Reported EPS 36.37 39.04 11.78 17.24 39.02 47.45
Dividend per share 1.99 1.97 2.00 2.00 2.00 2.00
BV per share 180.63 215.97 229.06 244.29 281.32 326.77
Cash per Share 69.29 71.11 98.96 64.35 37.22 14.59
Revenue per Share 706.91 766.74 711.61 782.68 862.76 954.75
Profitability ratios
Net Profit Margin (PAT/Net sales) 6.62% 4.95% 1.54% 2.20% 4.52% 4.97%
Gross Profit / Net Sales 56.53% 56.75% 57.52% 58.37% 58.57% 58.78%
EBITDA / Net Sales 13.51% 13.81% 11.29% 12.64% 12.84% 13.04%
EBIT / Net Sales 9.68% 9.45% 6.77% 8.43% 8.62% 8.82%
ROCE (%) 37.88% 33.54% 10.99% 14.30% 14.67% 15.00%
Activity ratios
Inventory Days 190.57 171.20 156.55 156.55 165.91 165.91
Debtor Days 45.47 45.98 46.76 46.76 46.76 46.76
Creditor Days 59.39 60.71 53.24 59.84 59.84 62.00
Leverage ratios
Interest coverage 4.62 3.44 2.10 2.12 2.38 2.73
Debt / Asset 0.05 0.06 0.21 0.19 0.18 0.16
\Valuation ratios
EV / EBITDA 12.33 11.00 13.99 11.70 10.69 9.66
PE (x) 29.77 27.74 91.90 62.83 27.75 22.82
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Disclaimer: This disclosure statement is provided in compliance with the SEBI Research Analyst Regulations, 2014.
Arihant Capital Markets Limited (ACML) is a registered stockbroker, merchant banker, and research analyst under
SEBI, and is also a Point of Presence with the Pension Fund Regulatory and Development Authority (PFRDA). ACML is
registered with SEBI with Research Analyst Registration Number INHO00002764, Stock Broker Registration Number
INZ000180939, and is a Trading Member with NSE, BSE, MCX, NCDEX, and a Depository Participant with CDSL and
NSDL.

ACML and its associates may have business relationships, including investment banking, with companies covered by
its Investment Research Department. The analysts of ACML, and their associates, are prohibited from holding a
financial interest in securities or derivatives of companies they cover, though they may hold stock in the companies
they analyze. The recommendations provided by ACML's research team are based on technical and derivative
analysis and may differ from fundamental research reports.

ACML confirms that neither it nor its associates have a financial interest or material conflict concerning the
companies covered in the research report at the time of publication. Furthermore, ACML, its analysts, and their
relatives have no ownership greater than 1% in the subject companies as of the month prior to publication. ACML
guarantees that the compensation for its research analysts is not influenced by specific securities or transactions.

ACML affirms that neither the analyst nor the company has served as an officer, director, employee, or engaged in
market-making activities for any of the subject companies. Additionally, the research report does not reflect any
conflict of interest and is not influenced by specific recommendations made. Neither ACML nor its analysts have
received compensation for investment banking or brokerage services from the subject companies in the last 12
months.

The views expressed in this report are those of the analysts and are independent of the proprietary trading desk of
ACML, which operates separately to maintain an unbiased stance. Analysts comply with SEBI Regulations when
offering recommendations or opinions through public media. The report is intended for informational purposes only
and is not an offer or solicitation for the purchase or sale of securities.

This report, which is confidential, may not be reproduced or shared without written consent from ACML. It is based
on publicly available data believed to be reliable but has not been independently verified, and no guarantees are
made about its accuracy. All opinions and information contained in the report are subject to change without notice.
ACML disclaims liability for any losses resulting from reliance on this report. The report does not constitute an offer
to buy or sell securities, and ACML is not responsible for the risks involved in investments. ACML and its affiliates may
have positions in the securities discussed or hold other financial interests in them.

The distribution of this report in certain jurisdictions may be restricted by law, and the report is not intended for
distribution where it would violate local laws. Investors are advised to consider their financial position, risk tolerance,
and investment objectives before engaging in transactions, particularly in high-risk financial products such as
derivatives.

ACML reserves the right to modify this disclosure statement without prior notice. The report has been prepared
using publicly available information and internally developed data, though ACML does not guarantee its
completeness or accuracy. Historical price data for securities can be accessed via official exchanges like NSE or BSE.
ACML and its affiliates may conduct proprietary transactions or investment banking services for the companies
mentioned in this report. In compliance with SEBI regulations, ACML maintains comprehensive records of research
reports, recommendations, and the rationale for those recommendations, which are preserved for at least five years.
An annual compliance audit is conducted by a member of the ICAI or ICSI to ensure adherence to applicable
regulations. This report is issued in accordance with applicable SEBI regulations and does not guarantee future
performance or returns.
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