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Key Financials - Consolidated

Y/e Mar FY20 FY21 FY22 FY23
Sales (Rs. m) 15,633 17,494 35,600 40,405
EBITDA (Rs. m) 2,483 2,038 4,530 4,586
Margin (%) 15.9 11.7 12.7 11.4
PAT (Rs. m) 234 493 2,055 1,938
EPS (Rs.) 15 3.2 13.2 12.4
Gr. (%) -71.6 1100 316.8 -5.9
DPS (Rs.) - - 0.8 1.0
Yield (%) S - 0.3 0.4
ROE (%) 3.4 6.8 24.2 18.6
RoCE (%) 5.7 8.2 18.6 16.9
EV/Sales (x) &2 2.8 14 1.2
EV/EBITDA (x) 20.1 24.4 11.0 10.9
PE (x) 186.4 88.8 21.3 22.6
P/BV (x) ) 6.3 5.8 4.6 3.9
Key Data STWH.BO | SSW IN
52-W High / Low Rs. 290/ Rs. 128
Sensex / Nifty 66,024/ 19,675
Market Cap Rs.43.9bn/ $ 527.8m
Shares Outstanding 156.5m
3M Avg. Daily Value Rs. 210.0m
Shareholding Pattern (%)
Promoter’s 62.68
Foreign 5.63
Domestic Institution 1.23
Public & Others 30.46
Promoter Pledge (Rs bn) -
Stock Performance (%)
M 6M 12M
Absolute 14.3 71.5 70.8
Relative 12.1 55.3 55.2
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Steel Strips Wheels (SSW IN)

Rating: Not Rated | CMP: Rs280 | TP: NA

Steady core and expanding opportunities

Quick Pointers:

" New products to help in revenue and margin growth.

" Substantial capacity expansion plans to help grow faster than the industry.

We visited Steel Strip (SSWL) plants in Mehsana, Gujarat. The company along
with Kalink Co. Ltd. (one amongst top 7 alloy wheel manufacturers in the
world) had entered into a strategic alliance in Sept-15 for setting up this plant.
The plant became operational in 2019 and currently has ~3mn alloy wheel
capacity expected to expand to 4.8mn. Management highlighted clear
strategy of 1) diversifying product portfolio 2) expanding export market and
3) shifting its sales mix towards high-margin segments. It is also working on
wheels for EVs and majority of its business is agnostic to powertrain. SSWL
remains ahead on technology front, focused on weight reduction of products
to offer superior quality and aims to shift its sales mix towards high margin
segments like alloy wheels and exports.

We believe steady core business and ramp-up of new businesses will help
expand revenue and margins with revenue growth expectation of ~9-10% on
blended basis over next 5 years and help diversify its mix. SSWL aims to grow
volumes by 12-16% in FY24, with revenue of ~Rs.45bn-47bn in FY24 v/s
Rs.40bn in FY23 with export contributing Rs.5bn-6bn. The stock is currently
trading at a valuation of ~17x FY24E and it could see EPS growth of 16-20%
based on management volume and EBITDA guidance, in our view. Not Rated.

®  SSWL expects to grow faster than the industry on back of new products
launches like aluminum knuckle for PVs and other JVs. The business is a direct
play on Indian automobile industry growth and premiumisation trends. SSWL
has a wheel capacity of 23 million+ units with 20 million for steel wheels and 3
million for alloy wheels. With Steel Wheels making up ~72% of 1QFY24
revenues, Alloy Wheels accounted for about 28%. The company has plans to
expand its steel wheel capacity by 70 lakhs and Alloy wheels’ capacity is also
planned to be expanded by 50% in FY24. Current capacity utilisation is at 76%
for Steel wheels and 98% for Alloy wheels. SSWL holds a significant market
share in various segments like Passenger Vehicles (50%), MHCV (53%),
Tractors (44%), and 2-3 Wheelers (30%). Diamond Cut wheels make 75-80%
of current production & remaining 20-25% involves other types of coating.

" Alloy Wheels plant at Mehsana, Gujarat: SSWL has a plant area of 275k sq
meters and the covered area is 128k sq meters. It houses 16 low pressure
die-cast machines and plans to install 8 more. It also has 21 CNC cell which
caters to the cumulative capacity of 3.2mn wheels. Company also houses 2
painting machines; a 3“machine was recently added. SSWL uses imported
aluminum and casting ingots. An alloy wheel approximately weighs 10-11kgs.
Company manufactures more than 250k alloy wheels per month of which 40-
50k are exported. Company’s capacity is sold out till 2026 in alloy and has
guided on phase wise production ramp up for alloy wheels to suffice the
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orders. Phase 1 & 2 of production are already online while in phase 3 capacity
will be increased from 3mn to 4.8mn wheels per annum in phased manner
starting in Oct-23. Phase-4 is expected to expand from 4.8mn to 10mn wheels
staring in 2025.

" Aluminum knuckles could support growth: SSWL has developed a new
product “Aluminum knuckles” for PVs and has set-up a capacity of 1.2mn-
1.5mn units which will ramp-up in phased manner staring 4QFY24. Every car
requires 4 Knuckles (Steel or Aluminum) and the average after-market cost of
steel Knuckles is in the range of Rs1,500 to Rs7,000 depending on vehicle
and variant, aluminum knuckles cost will be much higher than steel. Aluminum
knuckles require same raw material as alloy wheels and was a relatively easy
diversification target for the company. In Europe 95% of PVs have aluminum
knuckles while in India the market is relatively small, but EV push is making
OEMs to move to lighter components which should drive demand for
aluminum Knuckles. SSWL has already received orders from Mahindra and is
working with Tata Motors for their EV models.

Brief about the company & primary products:

Steel Strips Wheels Limited is a leading manufacturer of automotive wheels in India.
The company offers a diverse range of products, including steel and alloy wheels,
serving various segments of the automobile industry such as passenger vehicles,
commercial vehicles, tractors, two-wheelers, and OTR vehicles. Over 90% of
company revenue is generated from domestic market. SSWL has won 2 awards for
quality control ie. Hyundai (Zero PP) and Ford India (Q1 Award) and the newly
developed aluminum knuckle has 7-8 design patents to its name.

Overall company outlook:

Financial targets:
®  OQverall volume Growth of 12-16% in FY24.

" Revenue of Rs. 45bn-47bn in FY24 vs Rs. 40.4bn in FY23; increased upper
end of the guidance in 1QFY24 with significant ramp-up expected in 2HFY?24.

®  Company's growth is expected to outpace industry growth due to focus on
exports and aluminium wheels.

= Commercial Vehicle is moving slow and steady at high single digits.
= Passenger Vehicle is anticipated to grow between 8-10%.

"  Expect Rs.5bn-.6bn worth of exports in FY24 vs Rs. 2.9bn in FY23.
= Alloy Wheel exports generate Rs.800mn-Rs.1000mn worth revenue.

®  SSWL is targeting EBITDA per wheel of around Rs.250-Rs.260.

Strategy and outlook:

®  SSWL is focusing on high-value items.
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®  Aims to be the lowest cost producer of wheels, globally.

" The company is looking forward to increase its global presence with major
focus on alloy wheels. Accordingly, it is expanding capacity with plans to take
up global market share of 1% within next 3 years. The alloy wheel segment
has the potential to grow by more than 15% in terms of volume, each year with
export opportunities.

®  Exports of alloy wheels present a long-term trend for the company and have
potential to reach Rs.10bn by FY26.

® SSWL remains ahead on the technology front, focusing on light weighting the
products to offer superior quality.

® SSWL aims to shift its sales mix towards high-margin segments like Alloy
Wheels and Exports.

® |tis also exploring avenues to foray into the EV segment.

"  The steel wheel market is expected to grow at 8% p.a., and alloy wheel market
at 12% p.a. over next 5 years.

Exhibit 1: 7Mn Steel Wheel capacity to be added by FY24 Exhibit 2: Alloy Wheels capacity to be expanded by 50%
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Exhibit 3: Steel Wheels Sales Vol.; 50% Domestic Mkt. Share Exhibit 4: Steel Wheel sales value contribution lowering
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Exhibit 5: US dominating export revenue contribution

Exhibit 6: Shift of Sales Mix to High Margin Alloy Wheels
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Exhibit 7: Alloy Wheels leading to increased contribution

Source: Company, PL

Exhibit 8: 51% increased exports volumes from FY19 to FY22
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Exhibit 9: Lowering long term debt Exhibit 10: Consistent Dividend declared by the Company
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Exhibit 11: Increased cash accruals utilized in debt repayment hence improving RoE and RoCE
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Exhibit 12: Exports revenue up by 61% from FY19 to FY22

Exhibit 13: State of the Art Facilities
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Exhibit 14: Alloy Wheels Key Customers and Share of Business
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The Brand Nemes and Logos mentioned are the property of their respective owners and are used here for identification purposes only.
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Exhibit 15: Steel Wheels Key Customers and Share of Business
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Exhibit 16: Clientele spread across passenger vehicles, commercial vehicles and 2wheelers
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Price Chart Recommendation History

(RS;IOO ) No. Date Rating TP (Rs.) Share Price (Rs.)
250 -
200 -
150 -
100 -
50 -
§8 388338883888 1Y
§88 88882853 Z2%
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
) 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 © <-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 o 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.
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