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Sector: Aerospace & Defence RESULT REVIEW Q1FY24 Declared On: 08 Aug 2023

Mishra Dhatu Nigam Limited

RECOMMENDATION SNAPSHOT

*CMP MCap (Rsbn) Recommendation Target Potential Upside

Rs408 76.5 Hold Rs440 8%

*as on 23rd Aug, 2023

About the Company:

Established in 1973, Mishra Dhatu Nigam Limited (Midhani) is a Public Sector undertaking involved in manufacturing
special steels & superalloys and is the only manufacturer of titanium alloys in India. The company comes directly under
the administrative control of Department of Defence Production-Ministry of Defence, GOI. Midhani has emerged as a
National Centre for Excellence in advanced metallurgical production of special metals and superalloys in India. It has also
achieved the status of Mini Ratna, category-l in 2008. Midhani mainly caters to the needs of critical materials and alloys
requirement of strategic sectors of India like Defence, Space, Atomic Energy, Aeronautics, Ordinance Factories (OFB),
DRDO; while it also sees many applications in Air, Naval, Land Forces; ISRO, Department of Atomic Energy (DAE), etc.
Midhani is reputed as the only company in India which is capable of carrying out vacuum based melting and refining
through a world-class vacuum melting furnace.

Results: Quick Glance:

o The net sales for the quarter grew by 63.3% to Rs1877mn as compared to Rs1149mn in Q1FY23

o The Ebitda margins for the quarter under review stood at 22.1% as compared to 28.7% in Q1FY23

e The company reported profit of Rs185mn as compared to Rs177mn in the same quarter last year

e The EPS for the quarter stood at Rs0.99 as compared to Rs0.94 in the corresponding period of last year

e Value of Production (VoP) during Q1FY24 stood at Rs2957mn as against VoP of Rs2334mn recorded in Q1FY23
o The order book position of the company as on 1st July 2023 stood at Rs14.08bn

Conference Call Highlights:

e The quarter under review has seen a sharp growth in the topline coupled with increase in the VOP as well. In addition
to that the sales from the Rohtak facility (~25-30%) is also propelling the topline. The investments in the project which
was done in the past has started bearing fruits for the company

e The order booking too has been growing with more than ~Rs5240mn order booking in the quarter under review. This
order book is a blend of orders from defence, aerospace, exports, oil & gas etc.

e The company is also seeing healthy enquiries from the export front as well. The company is looking at opportunities
from players in the GE, aerospace segment as well as from players like Rolls Royce, etc. In the long run, the company is
looking at executing export orders worth “Rs1000mn over the next 5-7 quarters. On the domestic front, the company
is looking at orders for PSLV orders from L&T

e The company is also in process to get certification and approvals for many of these high end and technologically
advanced products. The company is consistently trying to introduce and induct newer products

e The company has started focussing on short cycle projects which is also beneficial for the working capital cycle;
however, with volumes coming up, the Management has lowered their guidance on the Ebitda margin front. The
difference in the margin profile varies and depends a lot on the sector for which the products and customers catered to
is involved. Thus with the change in the product mix, the cost of raw material is anticipated to increase which can put a
dent on the margins front due to higher cost of these strategic materials. In addition to this, the cost of materials like
nickel, molybdenum, titanium etc. are seen increasing in the market as there are some issues still persisting due to
supply chain

e The Management is aware of the issues related to the high inventory level and are working on controlling the same.
The issues with the strategic material lying in the inventory still exists as this material is of high value, pure in nature
and can be liquidated only if the orders related to that segment of the aerospace segment arise. Apart from that
wherever possible, the company tries to recycle and reuse the scrap material without compromising the quality and
standard of the product or material supplied

e The company is looking at opportunities where there is quick conversion or quick realization of the sales by investing in
the previous capex or spends done in the past 2-3 years

e As far as the Nalco JV is concerned, the team is evaluating the feasibility and viability of this project

e Strong indigenization efforts are made by the company and has sufficient capacities to handle the requirement coming
from the indigenization part. In addition to this, in terms of the orders for the superalloys and titanium side, the
company has sufficient capacities and are constantly improving their equipment capability

e The company has ~50% of short cycle projects while the rest is long cycle order book
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Sector: Aerospace & Defence RESULT REVIEW Q1FY24 Declared On: 08 Aug 2023

Mishra Dhatu Nigam Limited

Financials:
Performance (Q1FY24)

Q1FY24 Result (Rs mn) Jun-23 Jun-22 y-0-y Mar-23 q-0-q FY23 FY24E
Total Revenue 1877 1149 63.3% 3446 (45.5%) 8719 10213
EBITDA 415 330 25.8% 1001 (58.5%) 2575 2655
Other Income 80 74 8.4% 121 (33.8%) 378 389
Interest 86 46 86.3% 81 6.8% 257 338
Depreciation 142 124 14.7% 137 3.6% 530 565
Exceptional Items 0 0 - 0 - 0 0
Tax 82 57 43.6% 243 (66.4%) 607 611
Net Profit 185 177 4.8% 661 (72.0%) 1559 1530

Outlook and Recommendations:

The company has reported a very strong performance on the topline (growth of 63.3%) with a drop in the margins from
28.7% to 22.1%. Midhani is one of the key suppliers of niche products in niche domains where the quality and
performance of products is already approved by many international players. The focus of the Management has been on
cost optimization measures including indigenisation of various components. The consistent efforts put by the company
over the last three years has started yielding results for special steel, superalloy and titanium alloys being supplied to
end use customers in Europe. Midhani is looking at a lot of enquiries and opportunities from railways, aerospace,
defence and exports. The company has ambitious vision to move in a big way towards aerospace and exports with many
projects which are anticipated to be announced in the near future. The company is working on obtaining NADCAP & PED
approval during the year and post the approval of the same or client approvals, Management anticipates a quantum
jump in export performance in the coming years. Midhani is gradually and diligently try to widen the product base
offerings, entering new business areas, adding new clients and trying to reduce the dependency on 1-2 business. As far
as the margins are concerned the growth will not come in percentage terms, however, the Management believes the
same will be in absolute terms. Some of the key triggers which favour Midhani include the availability of advanced and
unique facilities, capability to manufacture a wide range of advanced products, focus on product indigenisation, strong
long term customer relationships, R&D based technology development, highly qualified and experienced management
and management systems. One of the biggest beneficiaries of GOl programmes like Atmanirbhar Bharat and Make in
India provide ample of opportunities to Midhani. The stock has already breached our target price of Rs295 and has
appreciated more than 230% since our recommendation/initiating price of Rs123 in July 2019; currently we recommend
our long term shareholders to book partial profits to the tune of ~50%. As a long term story and considering the positive
developments on the anticipated topline (but with revised/lowering of guidance on the margins front) we cautiously
upgrade our target price to Rs440.
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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. 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 reproduced 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 discretion of the clients to buy or sell or subscribe for
securities or other financial instruments for the clients. 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:

Email: gri Il ivesh X
www.progressiveshares.com | Contact No.:022-40777500. mail: grievancecell@progressiveshares.com
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