Q3FY23 Result Update

MTAR Technologies

Strong results; revenue guidance revised up

MTAR reported INR 160 Cr revenues in 3QFY23 (+27% QoQ/ +105% YoY), ahead of our estimates of INR
135 Cr. Gross & EBITDA margins are weaker as gross margins stood at 52% (54% in 2QFY23 / 65% in
3QFY22) and EBITDA margins stood at 28% (28% in 2QFY23 / 29% in 3QFY22). PAT stood at INR 32 Cr
(28% QoQ/ +138% YoY), higher than our estimates of INR 28 Cr. Management revises FY23 revenue
guidance upwards to INR 570-600 Cr (Growth of 77%-86%) and marginally revised EBITDA margins
guidance to 29% +/- 50bps.

Muted Order intake in 3QFY23

Company received fresh orders of INR 45 Cr in 3QFY23 after 2 strong quarters of order intake (INR 644 cr
in 2QFY23 and INR 203 cr in 1QFY23) leading to total order book of INR 1183 cr (from INR 1289 cr in
2QFY23). In addition, the company has received INR 140.0 Cr of orders in Q4 as on Feb 7 2023. Management
guided for ~INR 1000 cr order book by FY23 end and have delivered it in 1HFY23 itself. It now revises its
total order book guidance to INR 1200 cr by FY23 end.

Working capital

Inventories RM increased by INR 96 cr in the quarter for higher sales projected in Q4. Besides receivables
continues to be elevated at INR 241 cr (v/s INR 173.4 cr in 2QFY23) leading to increase in Working capital
days to 287 days in 3QFY23 (v/s 263 days in 2QFY23 and 249 days in 1QFY23). However, the management
said that INR 38 Cr received from Bloom Energy on 7th Jan’23 due to Christmas holidays delay and so has
resulted in 39 days decrease in WC days, i.e. working capital days would have been 248 Days had the
amount been received in Dec’22. Management aims to reduce it to 225 days by FY23 end aided by higher
revenue and normalization of supply chain issues.

Product portfolio expansion and new capabilities to attract customers

MTAR continues to focus on product portfolio expansion with products such as valves, semicryo Engine in
the defence and space segments respectively, are under development. It is also developing Bellows and
Heaters for Bloom Energy in the clean energy space. Management expects new capabilities and products
to attract lot more customers going forward. Also the company has signed a MoU with Indian National
Space Promotion and Authorization Centre (IN-SPACe) for design and development of a two-stage to low-
earth orbit all-liquid small satellite launch vehicle powered by semi cryogenic technology with a payload
capacity of 500 kilogram. The MoU shall remain in force for three years.

Outlook & Valuation:

Overall 3QFY23 was a strong quarter with better revenues and PAT, while margins were inline.
Management has revised upwards its full year revenue guidance from 55%-60% growth to ~77%-86%
growth with EBITDA margin of 29% +/- 50 bps. Order book continues to be steady as strong order intake in
1HFY23 offsets muted intake in 3QFY23. We believe strong order book, robust growth outlook of Bloom
Energy and increased product portfolio to drive growth momentum going forward. We have revised our
FY23 revenue/EPS estimates upwards to adjust for stronger growth, while FY24/25 estimates stays largely
unchanged. So, we have marginally tweaked EPS estimates to INR 33.6/43/61 for FY23/24/25 (compared
to INR 30.3/44/60 earlier). The stock trades at 40x FY24e / 28x FY25e EPS of INR 42.6 and INR 61,
respectively. Maintain BUY with target price of INR 1770.
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Q3FY23 Q2FY23 QoQ Q3FY22 YoY
Revenues (INR cr) 160 126 27% 78 105%
Employee cost 22 21 7% 17 30%
EBITDA (INR cr) 45 35 29% 23 98%
EBITDA Margin 28% 28% 50 bps 29% -103 bps
Adjusted PAT (INR cr) 32 25 28% 13 138%
PAT Margin 20% 20% 24 bps 17% 277 bps
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Q3FY23 Result Highlights:

INR (cr) Q3FY23 Q2FY23 QoQ Q3FY22 YoY Fy21 FY22 YoY
Revenue from contracts with customers 160 126 27% 78 105% 246 322 31%
Expenses
Cost of materials consumed 100 61 64% 40 149% 102 157 55%
Change in inventory of finished goods and WIP -24 -3 678% -13 82% -22 -41 91%
COGS 76 58 31% 27 181% 80 116 45%
Gross Profit 84 68 23% 51 65% 166 206 24%
Employee benefit expenses 22 21 7% 17 30% 53 71 33%
Other expenses 17 12 34% 11 50% 30 41 34%
EBITDA 45 35 29% 23 98% 83 94 14%
Depreciation and amortisation expenses 5 5 2% 4 27% 13 14 12%
EBIT 40 30 33% 19 112% 70 80 14%
Finance costs 4 3 43% 2 155% 7 7 -5%
Other income 6 5 7% 1 407% 1 9 568%
Profit before tax 42 33 28% 19 126% 65 82 27%
Tax expense
Current Tax 10 6 60% 5 102% 11 18 63%
Deferred tax charge/ (credit) 0 2 -79% 0 18% 8 3 -57%
Total tax expense 11 8 28% 5 96% 19 21 14%
Net profit for the period 32 25 28% 13 138% 46 61 33%
(INR Cr) Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 QoQ
Revenues 54.0 91.3 78.1 98.6 91.0 126.2 160.3
Nuclear 5.0 19.3 5.8 15.6 3.6 5.0 9.3 86%
Space & defense 10.9 17.3 13.0 15.2 13.6 14.4 16.7 16%
Clean Energy 36.8 48.3 55.6 60.9 69.0 102.5 128.3 25%
Others 1.3 6.4 3.7 6.9 4.8 4.3 6.0 40%

As a % of Total Revenue

Nuclear 9% 21% 7% 16% 4% 4% 6%
Sapce & def 20% 19% 17% 15% 15% 11% 10%
Clean Energy 68% 53% 71% 62% 76% 81% 80%
Product & Others 2% 7% 5% 7% 5% 3% 4%
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Financials

Income statement (INRcr)
Year to March Fy21 FY22 FY23E FY24E FY25E
Income from operations 246 322 581 741 1010
Total operating expenses 163 228 414 524 712
EBITDA 83 94 167 217 297
Depreciation and amortisation 13 14 23 28 33
EBIT 70 80 144 189 264
Interest expenses 7 7 14 13 14
Other income 1 9 12 7 10
Profit before tax 65 82 143 183 260
Provision for tax 19 21 39 52 73
Core profit 46 61 103 131 188
Extraordinary items 0 0 0 0 0
Profit after tax 46 61 103 131 188
Adjusted net profit 46 61 103 131 188
Equity shares outstanding (Cr) 3 3 3 3 3
EPS (INR) basic 15 20 34 43 61
Diluted shares (Cr) 3 3 3 3 3
EPS (INR) fully diluted 15 20 34 43 61
Dividend per share 3 6 8 10 12
Dividend payout (%) 20 30 24 23 20
Common size metrics- as % of net revenues

Year to March FY21 FY22 FY23E FY24E FY25E
Operating expenses 66.3 70.7 71.2 70.7 70.6
Depreciation 5.2 4.4 4.0 3.8 33
Interest expenditure 2.8 2.1 2.4 1.8 1.3
EBITDA margins 33.7 29.3 28.8 29.3 29.4
Net profit margins 18.6 18.9 17.8 17.7 18.6
Growth metrics (%)

Year to March FY21 FY22 FY23E FY24E FY25E
Revenues 15.3 30.7 80.5 27.4 36.3
EBITDA 433 13.6 77.0 29.9 36.9
PBT 41.9 27.2 73.7 28.1 42.3
Net profit 46.4 32.7 69.7 26.7 43.3
EPS 46.4 32.7 69.7 26.7 43.3
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Balance sheet (INR Cr)
As on 31st Ma FY23E FY24E FY25E
Equity share capital 31 31 31 31 31
Preference Share Capital 0 0 0 0 0
Reserves & surplus 446 489 568 668 819
Shareholders funds 477 520 598 699 849
Total Debt 17 96 159 161 179
Other Long Term Liabilities 0 0 0 1 3
Deferred Tax Liabilities 13 16 23 32 44
Minority Interest 0 0 0 0 0
Sources of funds 507 632 782 893 1,076
Net block 167 196 271 316 366
Capital work in progress 11 44 39 39 39
Total fixed assets 178 240 311 356 406
Other non-current assets 0 0 0 0 0
Investments 0 62 19 14 14
Inventories 103 170 288 335 389
Sundry debtors 77 136 217 254 332
Cash and equivalents 191 67 17 19 39
Loans and advances 0 0 0 0 0
Other current assets 38 52 87 103 140
Total current assets 409 425 609 711 900
Sundry creditors and others 77 92 151 182 237
Provisions 3 3 5 6 7
Total CL & provisions 80 95 157 189 245
Net current assets 329 330 452 523 656
Net Deferred tax 0 0 0 0 0
Misc expenditure 0 0 0 0 0
Uses of funds 507 632 782 893 1,076
Book value per share (INR) 155.0 169.0 194.6 227.1 276.1
Cash flow statement (INR Cr)
Year to March FY21 FY22 FY23E FY24E FY25E
Net profit 46 61 103 131 188
Add: Depreciation 13 14 23 28 33
Add: Misc expenses written off 0 0 0 0 0
Add: Deferred tax Liability 13 16 23 32 44
Gross cash flow 71 91 150 191 265
Less: Changes in W. C. -62 -108 -160 -57 -102
Operating cash flow 133 199 310 248 367
Less: Capex 23 91 92 63 73
Free cash flow 110 108 218 185 295
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Ratios

Year to March FY21 FY22 FY23E FY24E FY25E
ROAE (%) 13 12 18 20 24
ROACE (%) 11 10 15 16 19
Debtors (days) 114 154 136 125 120
Current ratio 4 3 2 3 3
Debt/Equity 0 0 0 0 0
Inventory (days) 163 219 233 185 162
Payable (days) 55 73 77 67 63
Cash conversion cycle (days) 230 320 331 258 237
Debt/EBITDA 0 1 1 1 1
Adjusted debt/Equity 0 0 0 0 0
Valuation parameters

Year to March FY21 FY22 FY23E FY24E FY25E
Diluted EPS (INR) 14.9 19.8 33.6 42.6 61.0
Y-o0-Y growth (%) 46.4 32.7 69.7 26.7 43%
CEPS (INR) 2.8 -9.7 -9.9 36.4 41.4
Diluted P/E (x) 115.7 87.2 51.4 40.5 28.3
Price/BV(x) 111 10.2 8.9 7.6 4.9
EV/Sales (x) 21.6 16.5 9.2 7.2 53
EV/EBITDA (x) 64.1 56.4 31.9 24.5 17.9
Diluted shares O/S 3.1 3.1 3.1 3.1 3.1
Basic EPS 14.9 19.8 33.6 42.6 61.0
Basic PE (x) 115.7 87.2 51.4 40.5 28.3
Dividend yield (%) 0.2 0.3 0.5 0.6 0.7
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There were no instances of non-compliance by NWIL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three years. A
graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification

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.
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particular circumstances in connection with the acquisition, holding or disposal of any securities if any mentioned in this document. This document is strictly private and confidential
and may not be reproduced or use for any other purpose and not be provided to any person other than the recipient thereof. If you are not the intended recipient you must not copy,
distribute, or take any action or place reliance on it. If you have received this communication by error, please notify the senderimmediately. Any such information contained or discussed
on the website is subject to change and Nuvama Group or any of its Directors, Employees, agents or representatives shall not have any responsibility to maintain the information made
available or to supply any correction therewith. In no event will Nuvama Group or any of its Directors, Employees, agents or representatives, be liable for any special direct or indirect
or consequential damages which may be incurred from the use of the information made available, even if it has been advised of the possibility of such damages. The company and its
employees mentioned in these communications cannot be held liable for any error’s inaccuracies and/or omission howsoever caused. Any opinion or advice herein is made on a general
basis and is subject to change without notice. The information provided in this website may contain optimistic statements regarding future events or future financial performance of
countries, markets, or companies. You must make your own financial assessment of the relevance, accuracy and adequacy of the information provided therein.

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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