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Sona BLW Precision Forgings Limited

Issue Opens Monday, June 14, 2021
Issue Closes Wednesday, June 16, 2021
Price Band (in Rs) 285/291
Bid Lot 51 shares and multiples thereafter

@ www.progressiveshares.com ‘ @@@progressiveshar




PREGRESSIVE®

Your Progress Our Priority...

Equities | Derivatives | Commodities | Currency | Depository | Mutual Funds | NBFC | e-Broking

IPO UPDATE

Sona BLW Precision Forgings Limited

Industry Overview:

The economy saw a faster-than-expected revival in economic activity as
lockdown measures were eased starting from June 1. Several high frequency
indicators starting with [IP, PMI manufacturing followed by e-way bill
generation and GST collection started showing strong and sustained
recovery. Even the auto sales showed sharp recovery led by passenger
vehicles. Passenger vehicles sales showed greater rebound supported by
pent up demand, festive season and gradual resumption in work from office.
All these factors led to better economic performance in comparison to
economic growth anticipated for FY21 during the initial months of the
pandemic. Increasing labor costs and trade regulations, supply chain issues
during Covid-19 has accelerated OEMs efforts to diversify their supply chains
outside China. Ricardo expects countries with lower operational costs such
as Vietnam, Thailand, India and Mexico to be the key beneficiaries.

a) PLI scheme to boost manufacturing in the long run:

The government has budgeted approximately Rs2trn to give incentives to the
local manufacturing units to 13 key sectors. The key sectors likely to get
benefit from the scheme include automobiles, pharma, telecom, electronics,
food, textiles, steel and energy.

Under the PLI scheme for automotive sector, the government has planned
four sub schemes, namely, Global Sourcing Scheme, Vehicle Champion
Scheme, Component Champion Scheme, and Production-Linked Incentive
Scheme. Further the government has laid out a stringent eligibility criterion
in terms of minimum turnover, export revenue and investments in fixed
asset in order to ensure that implementation of scheme offers desired
results. Auto OEMs need to showcase minimum turnover of Rs100bn,
minimum exports of Rs10bn and minimum investment in fixed asset of
Rs35bn in order to be eligible for this scheme. Whereas, auto component
manufacturers need to showcase minimum turnover of Rslbn, minimum
exports of Rs2bn and minimum investment in fixed asset of Rs3.5bn.

b) Passenger Vehicle — Electric Vehicle Market Share

In CY20, global production of BEVs (Battery Electric Vehicle) stood at
approximately 2.3mn units. Tesla accounted for approximately 21% of the
share while Renault Nissan & VW accounted for approximately 12% and
approximately 10% respectively. For the next five years, automakers have
announced plans to release more than 200 new electric car models.

Key Drivers of Vehicle Electrification:

¢ Climate Change and Public Awareness

¢ Ban on fossil fuel vehicles by countries

* Emission Regulations

® Fuel Economy/CO2 Norms

¢ Investments on Charging Infrastructure

¢ Decline in Battery price

 Total Cost of Ownership

Split by domestic sales and exports:

The Indian PV market is focused on the domestic market, with over 85%
demand stemming from the domestic market in FY21. The ratio of
exports-to-production for the industry has been declining from 19% in FY16
to 15% in FY21. This can be attributed to muted exports due to a slowdown
in the global automobile industry as well as major OEMs focusing on serving
fast-growing domestic markets over foreign markets. In FY20, this share had
gone up to approximately 20% as OEMs enhance their focus on export
markets. Stagnating domestic traction in the past three years has resulted in
foreign automobile manufacturers such as Ford, General Motors (GM), and
Volkswagen (VW) increasing their focus on exports, thereby improving
utilization by using spare capacity and boosting revenue. These players are
developing India as an export hub, as evidenced by the consistent increase in
the proportion of exports to their total production.
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Issue Opens

Monday, June 14,2021

Issue Closes

Wednesday, June 16, 2021

Price Band (Rs) 285/291
Bid Lot 51 shares and multiples
thereafter
Face Value Rs10
Listing BSE & NSE

Type of Issue

Fresh Issue & OFS

Fresh Issue 3,000
Offer Size (Rs Mn) OFS 52,500
Total 55,500
*Implied Market Cap
(Rs Mn) 169,737
P/E (based on FY21 Earnings)* 78.89

*Note: Implied Market Cap & P/E are calculated at upper price

band of Rs291

Issue Allocation

Reservations % of Net Issue
QB 75
NIB 15
Retail 10
Total 100

Object of the Offer

® Repayment and pre-payment of identified
borrowings in full availed by the company;

® General corporate purposes
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Industry (contd.):
Exhibit 01: Split of PV Industry

PV industry split by domestic sales and exports

FY16 FY17 Fyig FY19 FY20 FY21E

Domestic Sales ™ Exports

Source: Company RHP

Industry triggers to benefit the company:

BEVs are expected to grow at a CAGR of approximately 36% between CY20-25 with increased market penetration, according to
the Ricardo Report, which will be positive for the company as it supplies EV differential assemblies, differential gears, BSG
systems and EV traction motors into this market. According to the Ricardo Report, BEV global vehicle production volume is
expected to grow by five times in the next five years from 2.3 million units in CY20 to 11.2 million units in CY25. Further, revenue
realization of various components is expected to change according to various degrees of electrification as stated in the Ricardo
Report.

ion analysis for various components, according to the Ricardo Report

Exhibit 02: Revenue reali

BEV
ICE-Full Hybrids (Battery Electric
Vehicle)
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o m";:’;" 100 = = =+ +
Starter Motor 100 L - - NA
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Generator)
Traction Motor NA NA +INA -+ -+

Source: Company RHP

Demand for electric two-wheelers is expected to grow at a CAGR of 72% to 74% between FY21-FY26, according to the CRISIL
Report and the electric three-wheeler segment is expected to grow at a CAGR of approximately 46% between CY21 to CY25 to
reach 400,000 units in sales, according to the Ricardo Report. The company supplies e-axles, BLDC motors and motor control
units for use in the electric two-wheeler and three-wheeler segments.

According to the Ricardo Report, 2030 targets for India indicate that 70% of all commercial PV, 30% of private PV, 40% of buses,
80% of two-wheeler and 80% of three-wheeler sales would be electric.

According to the CRISIL Report, Indian CV and PV sales are expected to increase 9% to 10% CAGR and 12% to 14% CAGR,
respectively, over FY21 to FY26, with growth of 38% and 23%, respectively in FY22. This will be positive for the differential gears
business as the estimated market share of the Indian CV and PV markets is approximately 80% to 90% and 55% to 60%,
respectively.

According to the CRISIL and Ricardo Report, the mix of SUVs, CUVs, multi axle trucks and high powered EVs in the Indian and
global PV and CV market is expected to increase, leading to higher usage of differential gears per vehicle as these vehicles are
AWD/4WD/multi-axle. This trend should be positive for revenue growth of the differential gear business
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About the company:

Sona BLW Precision Forgings Limited (Sona Comstar) is one of India’s leading automotive technology companies, designing,
manufacturing and supplying highly engineered, mission critical automotive systems and components such as differential
assemblies, differential gears, conventional and micro-hybrid starter motors, BSG systems, EV traction motors (BLDC and PMSM)
and motor control units to automotive OEMs across US, Europe, India and China, for both electrified and non-electrified
powertrain segments. It is among the top 10 players globally in the differential bevel gear market. They are also among the top
10 global starter motor suppliers based on their exposure to the PV segment in CY20. It is gaining global market share across
products to reach a share of approximately 5% for differential bevel gears, 3% for starter motors and 8.7% for Battery electric
vehicle (“BEV”) differential assemblies, in CY20.

According to the Ricardo Report, in CY20, Sona Comstar was among the top ten players globally in the differential bevel gear
market on the basis of overall volumes of differential bevel gears supplied to PVs, CVs and tractors. They are also amongst the
top ten global starter motor suppliers based on its exposure to the PV segment and market share in calendar year 2020.
Furthermore, the company has been gaining global market share across products to reach a share of approximately 5.0% for
differential bevel gears, 3.0% for starter motors and 8.7% for BEV differential assemblies, in calendar year 2020, according to the
Ricardo Report. The company has nine manufacturing and assembly facilities across India, China, Mexico and USA, of which six
are located in India, from where the company supplies products to six out of the top ten global PV OEMs, three out of the top
ten global CV OEMs and seven out of the top eight global tractor OEMs by volume. The company’s global OEM customer
portfolio includes a Global OEM of EVs, a North American OEM of PVs and CVs, Ampere Vehicles, an Indian OEM of PVs, CVs and
EVs, Ashok Leyland, CNH, Daimler, Escorts, Escorts Kubota, Geely, Jaguar Land Rover, John Deere, Mahindra and Mahindra,
Mahindra Electric, Maruti Suzuki, Renault Nissan, Revolt Intellicorp, TAFE, Volvo Cars and Volvo Eicher. They also serve selected
leading Tier 1 automotive system suppliers such as Carraro, Dana, Jing-Jin Electric, Linamar and Maschio.

Exhibit 03: Products and their end-use application across various powertrains and vehicle segments

Dur Product Offerings Across Vehicle and Powertrain Segments
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Strengths:
One of the leading manufacturers and suppliers to global EV markets
One of the leading global companies and gaining market share, diversified across key automotive geographies, products,

vehicle segments and customers
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Strong research and development and technological capabilities in both hardware and software development
Strong business development with customer centric approach

Consistent financial performance with industry leading metrics

Highly experienced board of directors and management team
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Strategies:

1. ‘Electrification’— Capturing market opportunity in the growing EV space

. Differential assemblies and differential gears

. 48V BSG motor

. EV traction motors (BLDC and PMSM) and motor control units

2. Increasing market share globally
Achieving significant global share from existing systems and components

. Benefiting from the industry trend towards multi-axle vehicle drives in India
Benefiting from integrated powertrain systems in EVs

3. Continue to focus on R&D to develop new and innovative systems and components

Customer Base:
Breakdown of income from sale of goods across geographic markets, and as a percentage of total sales of goods for the periods

indicated below:

Exhibit 4: Geographic Breakup

For Fiscal Year 2019 For Fiscal Year 2020 For Fiscal Year 2021
Sale of Sale of Sale of
Goods (Tin | % of Sales of | Goods (Tin | % of Sales of | Goods(Tin % of Sales of
millions) Goods millions) Goods millions) Goods
North America 5,791.49 42.4% 4,730.98 40.1% 5,368.10 36.1%
Europe 2,479.88 18.2% 2,766.93 23.4% 3,950.51 26.5%
India 4,301.53 31.5% 3,229.59 27.4% 3,727.29 25.0%
China 264.97 1.9% 257.73 2.2% 1,129.64 7.6%
Others 811.88 6.0% 818.96 6.9% 713.79 4.8%
Total 13,649.75 100% 11,804.19 100% 14,889.34 100%

Source: Company RHP

Financials:
The company is a leading supplier to the fast-growing global electric vehicle markets. It derived 13.8% of revenue from the

battery EV market and 26.7% from the micro hybrid/hybrid market in FY21. On the financial performance front, the company
has, on a consolidated basis, posted turnover/net profit of Rs10,380mn and Rs3,603mn in FY20 and Rs15,663mn and
Rs2,152mn in FY21. According to the management, it suffered a setback in the bottom line for FY21 due to higher provisioning
for depreciation, finance cost and rise in other costs of raw materials and other higher expenses due to pandemic. For the last
three fiscals, it has posted an average EPS of Rs5.10 and an average RoNW of 35.0%. As per offer documents, SBPFL has paid NIL
dividend for FY19 but declared and paid a total dividend of 423.98% for FY20 and 189.33% for FY21 (on post bonus equity). It will
continue to follow the prudent dividend policy post listing based on its performance and future prospects.

Exhibit 5: Financials Snapshot

Revenues (Rs mn) FY19 FY20 FY21
Sales 6,992 10,380 15,663
EBITDA 2,000 2,423 4,410
EBITDA Margin % 28.6 23.3 28.2
Net Profit After Tax 1,001 3,603 2,152
Net Profit Margin % 14.3 34.7 13.7
Earning Per Share 3.0 7.1 3.8
RONW (%) 99.5 30.6 16.5

Source: Company RHP, Progressive Research
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Risks & Concerns:

° Dependency on the performance of the automotive sector globally, including key markets such as US, Europe, India and
China.

° Negative publicity about the brand, or inability to protect any of the intellectual property

° The business largely depends upon top ten customers and the loss of such customers or a significant reduction in
purchases by such customers will have a significantly adverse impact on the business.

° Dependency on the success of R&D and the failure to develop new or improved products or process improvements or
production techniques could subject to write-offs or otherwise adversely affect the business

° The business faces substantial competition

° The geographical concentration of manufacturing facilities may restrict operations and adversely affect the business and
financial conditions

. Development of technologically advanced systems and components involves a lengthy and expensive process with

uncertain timelines and uncertain outcomes.

Outlook and Recommendations:

There are about half a dozen of IPOs lined up, and Sona Comstar initiates the spree. With the pandemic, there is skepticism
around the comeback of the Auto sector, the key discretionary hit due to slowdown in consumer demand. This gives a foot back
on whether one should take the risk of awaiting a recovery in the sector. However, there is lot of rigorous spade work happening
around the EV space. The company is betting on the future prospects of the EV segment, and that is the trigger for growth going
forward. Thereby, the IPO stands as a real long term bet with risks associated around economy recovery, but green shoots of EV
to capitalize. Some of the listed peers of the company are Motherson Sumi Systems, Sundaram Clayton, Varroc Engineering,
Bosch, Bharat Forge, Endurance Technologies and Minda Industries. We do not have any rating on the IPO and purely depends
on the risk appetite of the investor. This document has been prepared for Information Purpose 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. 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

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 confirma-
tion 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
intent of this report is not recommendatory in nature. 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 does not constitute
an offer document or solicitation of offer 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,
122-124, Laxmi Plaza, Laxmi Indl Estate,
New Link Rd, Andheri West, Email Id: compliance@progressiveshares.com,
Mumbai-400053;
www.progressiveshares.com | research@ progressiveshares.com

Mr. Shyam Agrawal,

Contact No.:022-40777500.
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