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Key Financials - Consolidated

Y/e Mar FY20 FY21 FY22 FY23
Sales (Rs. m) 9,572 8,232 10,394 13,326
EBITDA (Rs. m) 1,050 800 1,094 1,502
Margin (%) 11.0 9.7 10.5 11.3
PAT (Rs. m) 170 -19 242 514
EPS (Rs.) 12.4 -1.4 15.7 31.9
Gr. (%) -68.4 NA NA  103.6
DPS (Rs.) 1.3 0.0 2.3 6.3
Yield (%) 0.1 0.0 0.3 0.7
ROE (%) 55 NA 6.3 11.0
ROCE (%) 10.2 NA 9.1 14.2
EV/Sales (X) 1.7 2.0 1.6 1.3
EV/EBITDA (x) 15.9 20.8 15.2 11.1
PE (x) 68.9 NA 54.5 26.8
P/BV (x) 37 38 31 2.8
Key Data ALIO.BO | ALIC IN
52-W High / Low Rs. 645/ Rs. 1,111
Sensex / Nifty 66,801/ 19,901
Market Cap Rs. 13.8bn/ $ 165.8m
Shares Outstanding 16.1m
3M Avg. Daily Value Rs. 34.6m
Shareholding Pattern (%)
Promoter’s 55.71
Foreign 0.09
Domestic Institution 8.51
Public & Others 35.68
Promoter Pledge (Rs bn) °
Stock Performance (%)
M 6M 12M
Absolute 4.4 24.0 (8.0)
Relative 0.6 6.3 (21.6)
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Alicon Castalloy (ALIC IN)

Rating: Not Rated | CMP: Rs855 | TP: NA

Working on a multi-pronged strategy

Quick Pointers:

"  Reducing mix of 2W segment; Higher focus on 4Ws, EVs and exports.
®  Strong order book of Rs.140bn to be executed over next 7 years.

We visited Alicon Castalloy’s (ALICON) plants in Chinchwad, Pune. The
company highlighted clear strategy for reducing mix of highly competitive
and lower margin 2W business by 1) increasing share of 4Ws, 2) increasing
presence in EVs, 3) scaling up revenue from global markets, and 4) focusing
on technology products and solutions. ALICON aims to ramp-up new
business segments for strong revenue growth, while its existing business is
expected to decline over the medium term. The company has received big
orders from JLR for e-axle, cylinder heads from Toyota, PSA, Maruti Suzuki,
Daimler, etc. which will increase 4Ws mix. Also, substantial jump in content
per vehicle from ICE to EVs can provide much higher revenue potential. The
company expects 2W volume to grow at low single digit, with higher growth
in 2W EV and premium segment and thus is reducing focus on the segment.

We believe ramp-up of new businesses and change in mix will help expand
revenue and margins for medium term. ALICON aims to reach revenue of Rs.
16bn in FY24 and Rs. 22bn in FY25 with EBITDA margin of 14% over next 3-4
years. A strong and expanding order book gives confidence in the company’s
ability to achieve its targets of revenue and mix. The stock trades at 20.2x PE
FY24 bloomberg consensus. Not Rated.

Focus on expanding high margin 4W segment: ALICON’s share in 4W business
increased from 49% to 53% in FY23, while 2W share reduced from 41% to 38%.
The company is more focused on 4W segment, as it is higher margin and less
competitive. ALICON is shifting its value proposition from supplying partially
finished cylinder heads to proving fully finished products. The company has secured
contracts with two new major domestic customers for 4W cylinder heads.
Additionally, they have developed a cylinder head for leading manufacturer of all-
terrain vehicles, which will be supplied to the U.S. market. ALICON is actively
collaborating with customers, including OEMs and Tier-1 suppliers, in product
development and adjacent solutions. ALICON has seen structural change in
behavior of OEMs who have started outsourcing critical ICE components to
suppliers (eg. Toyota has for the first time in its history sourced cylinder heads from
outside) and this presents big opportunity for suppliers like ALICON.

EVs present a substantial wallet share expansion opportunity: Weight of
aluminum content will increase from 10kg in ICE PVs to 100kg in an EV for
ALICON'’s products, representing a substantial jump in addressable market. The
company has extensive experience and a proven track record with 94 parts
supplied to 17 customers in the EV domain and their European subsidiary,
lllichmann, has been contributing in this space since 2017. ALICON has made
significant investments in advanced technologies, particularly in thermal cooling
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solutions for the EV segment for motors and e-axles. ALICON is exploring friction
stir welding, a highly recommended application in the area of EV for strong and
high-quality joints. It has created a good reputation for motor housing products with
dominant players in the PV EV market of India and is also witnessing growth in CV
segment. ALICON secured its largest-ever multi-year order from a global customer
for their e-mobility platform. Orders to customers like JLR for e-axel will start in
FY25, with ramp-up in 2HFY25 which could provide boost to revenues.

Other key takeaways from the visit:

"  Product life cycle has come down over the years, due to technological
advancements and customer preference.

" Revenue from various plants are as below:
= Europe, Slovakia - 10% of total revenue
= Chinchwad, Pune Maharashtra — 20-30% of total revenue
= Shikrapur, Pune Maharashtra — 40-50% of total revenue
= Binola, Haryana - 20% of total revenue
" A 2W cylinder is 1.5kg and PV cylinder is around 10kg
= 2W is largely casting and not machining
= Others are majorly casting and machining
= Machining component out of the total could be more than 50%
®  Current annual production of 50MT of aluminum products at 70-72% utilization.

®  Asset turn for EVs could be 2-3x (currently less than 2x) and order book from
new business is Rs. 85bn to be executed over next six years. This requires an
investment of approx.Rs.4bn-Rs.4.5bn. FY24 capex guidance is Rs. 900mn.

®  Total order book of Rs140bn over the next 7 years
=  EV order book of 21%
= New order book of Rs. 85bn over next 6 years
= 6% Tech-agnostic
= 52% is global
= 25% is new logo

= 80% is 4Ws (PV and CV)
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Brief about the company & primary products:

Alicon Castalloy offers end-to-end solutions spanning the entire spectrum of
aluminum casting needs across multiple user industries. Company offers design
and engineering solutions along with casting, machining, assembly, painting, and
surface treatment of aluminum components. They are pioneers in India for low-
pressure die casting and gravity die casting and operate one of the largest
aluminum foundries in the country. With a diversified marquee customer base
across core sectors in India and steady rise in international presence, they boast a
robust track record of 49 years, further enriched by the 89-year legacy of lllichmann
Castalloy. ALICON strategized its growth on four pillars 1) to increase business in
4W segment, 2) increase EV presence, 3) increase focus on global markets and 4)
focus on technology.

Exhibit 1: R&D spend for technology absorption Exhibit 2: Cost and Profit as a Percentage of Total Revenue
mR&D Spend m Cost of Goods Sold Employee Cost ® Finance Cost
u Depreciation Cost Power Fuel Other Expenses
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Source: Company, PL Source: Company, PL

Exhibit 3: Domestic contribution to revenue at 78% in FY23  Exhibit 4: Foreign exchange earnings & outgo recovering

FY23 FY21 ® Foreign exchange earnings & outgo
Export 3,000 H
22% Export 2,453
26% 2,500 -
2,000 1 1,549
1,500 A1 1,114 1175
1,000 -
500 A
. Domestic i
Domestic 74% -
78% FY17 FY18 FY19 FY20 FY21 FY22 FY23
Source: Company, PL Source: Company, PL
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Exhibit 5: Sector wise major consumers of Castings
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Exhibit 6: Revenue mix from diversified operations

Exhibit 7: Diversified product portfolio, Mitigating risk

mFinished Goods Die Sales = Sales traded Goods = Trading Sales Sale of Services
mScrap sale Sale of Services = Export incentive = Conversion Inc. - (Job Work) = Scrap Sales
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Exhibit 8: Industry Export Data Major Casting (mn US$) Exhibit 9: Production of castings in India (mn MT)
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Exhibit 10: Diversified and Technology driven product portfolio
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Source: Company, PL

Exhibit 11: Portfolio segregation as Automotive & Non-Automotive segment
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Exhibit 12: Wide range of customer base
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Price Chart Recommendation History

(Rs) No. Date Rating TP (Rs.) Share Price (Rs.)
1,200 +
1,000 -
800 -
600 -
400 -
200 -
§ 388883838888 Y
o = > (&) c 8 = > < = ()] o
§82888228332§
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Ashok Leyland BUY 225 182
2 Bajaj Auto Reduce 4,575 4,839
3 Bharat Forge BUY 1,070 963
4 CEAT Hold 2,430 2,496
5 Eicher Motors Accumulate 3,520 3,380
6 Endurance Technologies Accumulate 1,725 1,636
7 Exide Industries Accumulate 295 274
8 Hero Motocorp Accumulate 3,535 2,995
9 Mahindra & Mahindra BUY 1,760 1,465
10 Maruti Suzuki BUY 11,100 9,821
11 Tata Motors BUY 760 639
12 TVS Motor Company Accumulate 1,400 1,364
PL’s Recommendation Nomenclature (Absolute Performance)
Buy : >15%
Accumulate . 5% to 15%
Hold . +5% to -5%
Reduce : -5% to -15%
Sell T <-15%
Not Rated (NR) No specific call on the stock
Under Review (UR) Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Himanshu Singh- MMS-Finance Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this report, hereby
certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was,
is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Himanshu Singh- MMS-Finance Research Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts 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.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates 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 are 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.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209

www.plindia.com

September 20, 2023 Amnish

Aggarwal
[



http://www.plindia.com/

		2023-09-20T20:56:43+0530
	Amnish Aggarwal




