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Bimetals on the Rise, Shunt Demand to remain Sluggish for H1FY25 2 June 2024

Rating TP (Rs) Up/Dn (%)

Key Financial details: BUY 680 34
e Revenue from operations: Rs 1277 Mn vs Rs 1236 Mn (+3%  Market Data

YoY) & Rs 1262Mn (+1% QoQ) || 5089 Mn for FY24 vs 4703 ;kt‘CP(RB) & ‘;) 5‘2’2

Mn in FY23 (+8% YOY) Market Caz (US$ Mn) (US$ Mn) 350

e EBITDA:Rs 218 Mnvs Rs 279 Mn (-22% YoY) & Rs 252 Mn (- Face Value Rs 2

14% QoQ) || 1063 Mn in FY24 vs 1090 Mn in FY23 52 Weeks High/Low Rs 750/ 460

Average Daily Volume ('000) 200

e EBITDA Margins: 17.05% vs 22.54%(YoY) & 19.95%(QoQ) || BSE Code 513097

FY24 : 20.88% vs 23.16% in FY23 Bloomberg SBC.IN

Source: Bloomberg

e PAT: 256.8 vs 215.1 (+19% YoY) & 169.6 (+51% QoQ)

o EPS: 4.46 vs 3.73 (YoY) vs 2.94( QoQ) || 14.63 for FY24 vs  'ysg oo Ferformance

13.73 in FY23 (Q4 has a one-off income of ~120 Mn booked 140

as PLI Incentive received from Government in this quarter) 128

. 110

Volume Details 100
90

e Total: 2,353 tonnes in FY24 vs 2167 tonnes in FY23 (+9% 80
70

growth YoY). Jun23 Aug-23 Nov-23 Feb-24 May-24

¢ Bimetal Volumes: 1336 tonnes in FY24 vs 1119 tonnes in
FY23 (+19% growth YoY). Source: Bloomberg

Shivalik Bimetal Controls Ltd Nifty Index

e Shunt Volumes: 1016 tonnes in FY24 vs 1047 tonnes in FY23

o, H - o
(-3% growth Yo). % Shareholding Mar-24 Dec-23

Promoters 51.13 51.09
Public 48.87 48.91
Key Positive: Inspite of the automotive cycle being on a  Total 100 100
downturn globally, growth in the other product verticals like  Source:BSE
switchgears, circuit breakers, smart meters, energy storage
systems, & electrical appliances have protected company’s
topline - hence company has diversified well enough to sail
through tough macro scenarios.
Y/E Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E
Netsales 3,240 4,704 5,089 6,320 8,292
EBIDTA 735 1,089 1,063 1,337 1,832
Margins (%) 22.7 23.2 20.9 21.2 221
Adjusted net profit 551 791 843 1,002 1,398
EPS (Rs) 14.4 13.7 146 1740 243 Akash Vora
P/E (x) 35 37 35 29 21 (022) 67141489
EVIEBITDA () o7 27 27 21 15 akash.vora@dalal-broacha.comm
RoCE (%) 29.49% 33.66% 27.70%  27.85% 29.57%
RoE (%) 28.76% 29.79% 2467% 23.15% 24.84%

Source: Company
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Revenue: Shivalik's topline growth has been modest, primarily affected by the slowdown in North
America and the softening of commodity prices. The decline in demand in North America can be
attributed to two main factors: firstly, a destocking trend within the automotive sector due to the
slowdown in demand for EV’s this year, and secondly, anticipation surrounding the upcoming
elections in Nov’2024. The company anticipates a resurgence in North American demand post-
elections, starting from the third quarter of the fiscal year 2025. Additionally, the price of nickel,
a key raw material for Shivalik, has dropped by ~30% over the past year, impacting our topline
performance. Ex-of commodity fluctuations - SBCL would have seen a 12-15% revenue growth on
a YoY basis in FY24.

Dip in margins & mainly due to the product mix executed in the current quarter. Shunt resistor
being the higher margin product- the share in the volume mix has gone down from 48% in FY22-

23 to 43% in FY23-24. Even absolute shunt volumes have seen a de-growth of ~3% on a YoY basis
(FY24 vs FY23).

Conference Call Key Highlights

Shunt Business:

e Shunt Resistor Revenue Breakup: Automotive -80%, Smart Meter related shunts - 14%, balance
6% from energy storage & other miscellaneous demand. EV Related demand is 30% of the total
automotive shunt demand.

e Gross Margins for Shunts on the higher side - 45% to 48%.

e The Smart meter related shunts revenue is expected to more than double by FY25 seeing the
current traction & ordering.

e SBCL's shunts have application even in hybrid cars , hence hybrid cannibalizing on EV market
share would not affect Shivalik.

Bimetals Business:

e Bimetals Revenue Split - around 80% sales was for switchgears & circuit breakers, balance for
electrical appliances & others.

e Gross Margins in Bimetals business are lower than shunts being in the range of 40%-42%

e On the back of strong public & private capex locally in India & strong outlook given by major
clients such as Schneider, ABB, etc the company expects growth in Bimetals growth to sustain at
a 20-25% atleast for the next couple of years.

Contacts Business:

e Company has formed an MoU with Metalor technologies, for enhancing their electrical contacts
business - PwC performing the final due diligence - if everything goes through one can expect a
major announcement & a detailed business plan for that JV in the coming 6-15 weeks. Operations
may even commence in Fy25 itself.

e The JV with Metalor has potential to double the total addressable market for Shivalik's silver
contacts business as well as can help improve margins in that segment.

Other KTA's:

e Debtor days' have increased from 72 days to 82 days, the company expects to keep it below 90
days in FY25 as well.

e Company to continue to receive PLI Incentive however in the last 3 years of the scheme it will be
at a lower rate of 3% of the sales.
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Exhibit 1: Shunt Resistors ( Rs in Mn)
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Exhibit 2: Thermostatic Bimetals ( Rs in Mn)
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Valuation & Outlook

The company anticipates robust growth in its Bimetals segment, projecting a 20-22% CAGR over the
next couple of years, driven by the increasing demand for electrification within the country. Similarly,
for its shunt resistors, there is an expectation of rapid demand growth fueled by smart meter players,
as manufacturing and installation of meters are set to ramp up from FY25 onwards. In the automotive
sector, the company holds a bullish outlook on the demand for electric 2w’s in India for FY25, with
expectations of a surge in demand for 4-wheeler EV’s in North America starting from Q3FY25. Overall
on the shunt side, the growth in smart meters worldwide to offset the slowness in EV demand.
Furthermore, the contacts business remains promising, especially with the emergence of relay
manufacturers in India catering to the smart meter market. The company anticipates double-digit
CAGR for contacts in the coming years.

With Industry themes such as electric vehicles, smart meters & switchgears- the company has
multiple levers for growth , Shivalik's key customers like Vishay, Schneider setting up capacities
- SBCL's management remains confident about 20-25% CAGR .The company has consistently
shown a 10% volume growth over the past 5 years. Hence we have projected a 28% CAGR in
Revenue, 31% CAGR in EBITDA & 29% CAGR in PBT & PAT from FY24-26E period.

At current market price, Shivalik trades at 35xTTM EPS & 29xFY25E Eps of Rs 17.4 & 21xFY26E
EPS of Rs 24.3 respectively. Electrification & decarbonisation to continue to remain a relevant
theme for the next decade , we remain positive about SBCL’s future prospects & hence have
valued SBCL at 28xFY26E EPS of Rs 24.3 arriving at a target price of Rs 680 (+34% Upside). We
maintain our “BUY” Rating on the stock.
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Q4FY24 Snapshot

: Q4FY23 Q3FY24 Q4FY24 YoY Growth QoQ Growth
Revenue from Operations 1,236.0 1,262.1 1,277.6 3% 1%
Other Income 17.2 13.7 139.8 712% 921%
Total Mfg Cost 645.5 718.5 734.9 14% 2%
Employee Benefits Expense 112.9 105.0 118.6 5% 13%
Other Expenses 198.9 186.8 206.2 4% 10%
Total Expenses 957.4 1,010.3 1,059.8 11% 5%
EBITDA (Excluding Other Income) 278.6 251.8 217.8 -22% -14%
Depreciation and Amortisation Expenses 27.6 31.0 31.0 12% 0%
EBIT / PBIT 268.2 234.6 326.7 22% 39%
Finance Costs 16.5 12.7 11.4 -31% -10%
Profit before share in profit of associate & tax 251.7 221.8 315.3 25% 42%
Share in profit of associate (net of tax) 5.0 8.0 18.7 270% 132%
EBT/PBT 256.8 229.9 333.9 30% 45%
Tax Expense 41.7 60.3 77.1 85% 28%
Net Profit after Tax 215.1 169.6 256.8 19% 51%
Adj Earning Per Share 3.73 2.94 4.46 19% 51%
Margins (%)
Gross Margins 47.77% 43.07% 42.48% (529.6) (59.8)
EBITDA Margins (Excl Other Income) 22.54% 19.95% 17.05% (549.3) (290.4)
PAT Margins 17.40% 13.44% 20.10% 270.0 666.2
As a % to sales
RMas a % to sales 52.23% 56.93% 57.52% 529.6 59.8
EE Costas a % to sales 9.13% 8.32% 9.28% 15.0 96.5
Other exps as a % to sales 16.10% 14.80% 16.14% 4.7 134.2

Source: Dalal & Broacha Research, Company
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.

Financials.

P&L (Rs mn) FY22 FY23 FY24 FY25E FY26E
Net Sales 3,240 4,704 5,089 6,320 8,292
Total Raw material consumed 1,611 2,452 2,828 3,524 4,519
Employee Cost 271 389 427 534 614
Other Expenses 623 774 771 925 1,327
Operating Profit 735 1,089 1,063 1,337 1,832
Depreciation 64 105 121 137 144
PBIT 671 984 942 1,200 1,688
Other income 54 99 191 158 207
Interest 28 70 49 63 83
PBT ( Before share of JV/associates) 698 1,013 1,084 1,295 1,812
Share of JV/Associates 35 10 33 42 52
PBT 733 1,023 1,118 1,337 1,864
Provision for tax 182 232 275 334 466
PAT (From continuing operations) 551 791 843 1,002 1,398
PAT (From Discontinuing operations ) - - - - -
MI

Reported PAT 551 791 843 1,002 1,398
Adjusted Profit 551 791 843 1,002 1,398
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Balance Sheet (Rs mn) FY22 FY23 FY24 FY25E FY26E
Equity capital 77 115 115 115 115
Reserves 1,839 2,540 3,300 4,216 5,513
Net worth 1,916 2,655 3,415 4,331 5,628
Minority Interest - - - - -

Non Current Liabilites 208 290 191 169 153
Current Liabilites 954 953 822 1,067 1,382

Ot her Liabilities( associated with
discontinued operations/ assets
held for sale ) - - - - -

TOTAL LIABILITIES 3,084 3,897 4,428 5,567 7,164
Non Current Assets 1,085 1,361 1,478 1,374 1,373
Fixed Assets 850 1,203 1,165 1,111
Goodwill - 20 127 20 20
Non Current Investments 185 98 131 158 201
Loans

Non-current assets tax (net) 0 1 2 2 2
Deferred Tax Asset - - - - -

Other Financial Assets - 4 5 - -

Other Non Current Assets 50 36 25 31 40
Current Assets 1,993 2,536 2,949 4,193 5,791
Current investments - - - - -

Inventories 1,149 1,320 1,279 1,738 2,229
Trade Receivables 593 932 1,137 1,299 1,704
Cash and Bank Balances 109 177 386 976 1,623
Other bank balances 9 2 3 3 3
Short Term Loans and Advances - - - - -

Other Financial Assets 0 1 88 109 143
Other current assets tax (net) 0 1 2 2 2
Other current assets 133 103 54 67 88
TOTAL ASSETS 3,078 3,897 4,428 5,567 7,164
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Cash Flow St. (Rs. mn) FY22 FY23 FY24 FY25E FY26E
PBT (excluding

JV/Associates) 698 1,013 1,084 1,295 1,812
Add: Dep. & Amort. 64 105 121 137 144
Add: Interest Expenses 28 70 49 63 83
Operating profit before

working capital change 789 1,189 1,254 1,495 2,039
(Inc)/Dec in

Working capital adjustment (500) (396) (198) 478) (746)
Gross cash generated from

operations 290 792 1,056 1,017 1,293
Direct taxes paid (182) (232) (275) (334) (466)
Others (143) 98 (96) 20 23
CF from Oper. activities 35) 658 685 703 850
CF from Inv. activities (242) (431) (184) (53) (167)
CF from Fin. activities 229 (185) (292) (60) (35)
Cash generated/(utilised) 438) 42 209 590 647
Cash at start of the year 157 109 177 386 976
Cash at end of the year 109 177 386 976 1,623
Balance sheet 109 151 386 975 1,623
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Ratios FY22 FY23 FY24 FY25E FY26E
OPM 22.68% 23.16% 20.88% 21.16% 22.09%
NPM 16.73% 16.47% 15.96% 15.47% 16.45%
Tax Rate 24.81% 22.68% 24.60% 25.00% 25.00%

Growth Ratios (%)

Net Sales 18.00% 45.18% 8.20% 24.19% 31.20%
Operating Profit 103.34% 48.27% -2.44% 25.83% 36.96%
PBT 34.68% 45.13% 7.06% 19.44% 39.91%
PAT 35.96% 43.53% 6.53% 18.97% 39.45%
CFO/EBITDA Ratio -0.05 0.60 0.64 0.53 0.46
CFO/PAT Ratio -0.06 0.83 0.81 0.70 061
Per Share (Rs.)

Net Earnings (EPS) 14.35 13.73 14.63 17.40 24.27
Cash Eamings (CPS) 16.01 15.56 16.72 19.78 26.77
Payout ratio 7% 9% 10% 9% 7%
Dividend 1.00 1.20 1.40 1.50 1.75
Book Value per share (BVPS) 49.89 46.09 59.29 75.19 97.71
Free Cash Flow (263) 179 470 698 760
Valuation Ratios

P/E(X) 35.29 36.88 34.62 29.10 20.87
P/B(x) 10.15 10.99 8.54 6.74 5.18
EV/EBIDTA(X) 27.11 27.15 27.48 21.44 15.35
Div. Yield(%) 0.20 0.24 0.28 0.30 0.35
FCFF Yield (%) (1.35) 0.61 1.61 2.39 2.60
Return Ratios (%)

ROE 28.76% 29.79% 24.67% 23.15% 24.84%
ROCE 29.49% 33.66% 27.70% 27.85% 29.57%

ource: Dalal & Broacha Research, Company
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186)
was established in 1997 and is an integrated financial services player offering an extensive range of financial
solutions and services to a wide spectrum of customers with varied needs ranging from equities to mutual funds
to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of
India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and
is engaged in the securities businesses including stock broking (Institutional and retail), depository participant,
portfolio management and services rendered in connection with distribution of primary market issues and
financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI
(Research Analysts) Regulations, 2014.

D&B 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 any time in the past. It 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.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued
advice letters or levied minor penalty on D&B for certain operational deviations in routine course of business.
D&B 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 D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject
company.

D&B or its associates may 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.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% | No
or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject | No
company.
Whether the research Analyst has served as officer, director or employee of the subject | No
company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking | No
or merchant banking or brokerage services from the subject company in the past twelve
months

Whether the Research Analyst has received any compensation for products or services | No
other than investment banking or merchant banking or brokerage services from the
subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from | No
the subject company or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that
are the subject of this material. Our salespeople, 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
may be inconsistent with the recommendations expressed herein.
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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 D&B or
its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this
document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any
financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated,
this message should not be construed as official confirmation of any transaction. No part of this document may
be distributed in Canada or used by private customers in United Kingdom. All material presented in this report,
unless specifically indicated otherwise, is under copyright to D&B. 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 D&B. All trademarks, service marks and logos used in this report are trademarks
or registered trademarks of D&B 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.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992, 2287 6173, Fax: 91-22-2287 0092

E-mail: equity.research@dalal-broacha.com
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