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Maintain BUY

CMP : %516
Target Price : X774
Potential Return : 50%
Stock Data (as on April 25, 2025)
Bloomberg Ticker :ELCNIN
NSE Code : ELECON
52 Week H/L () 17397377
Market Cap (X /USD bn) 116 /14
Outstanding Shares (mn) 1224
Free Float (%) 1 41%
ADTV - 3M (USD mn) 143
Div Yield (%) :0.29
Price Performance

™ 6M 1Y
Absolute (%) 19.2 -3.7 -8.7
Shareholding Pattern (%)
Promoter Sep’'24 Dec'’24 Mar'25
Promoter 59.3 59.3 59.3
FII 9.8 9.7 8.6
DII 3 3.7 4.4
Others 279 27.3 27.7
Financial Summary
(X mn) FY25 FY26E FY27E
Revenues 22,270 24,092 29,649
Yoy growth (%) 14.9 8.2 23.1
EBITDA % 24.4 24.5 253
PAT 4,151 4,508 5,781
EPS 18 20 26
P/E (x) 24 22 17
EV/EBITDA (x) 18 16 12
Debt/Equity (x) 0.09 0.07 0.06
ROE (%) 23 20 21
RoCE (%) 22 19 21

Harsh Patel

Research Analyst
harsh.patel@shareindia.com
+91 9769266884

Capital Goods | Result Update | April 28, 2025

Elecon Engineering Co Ltd

Outlook remains positive

After reporting a sluggish 9MFY25, Elecon Engineering Co Ltd (ELCN) bounced
back in 4QFY25 on-the-back of strong performance from its Material Handling
Equipment (MHE) division. The company delivered a revenue growth of 15% as
against the guidance of 12% YoY basis.

The gears division stayed stagnant and remained in-line with the company’s
guidance. It is expected to pick-up momentum in the coming quarters; mainly
gaining from the revival in steel, cement, power and marine sectors.

Given the uncertainties in the global markets and order inflow, we have slightly
reduced our estimates by 5% for FY26E and FY27E, respectively. Further, we have
also tweaked our earnings by 5% for FY26E and FY27E. We have reduced our target
price to ¥774 (assigning 30x FY27E EPS) from ¥842 previously. We continue to stay
positive on the story and believe that even with these valuations, there is a good
upside and hence maintain BUY rating on the stock.

Key Takeaways:

Gear division remains flat at 28.9% YoY: The company's gear division covers 75% of
4QFY25. However, it recorded flat revenue growth of 28.9% to %6bn YoY. This was
mainly due to a slowdown in the steel and sugar industry.

MHE division outperforms; growth of 98.2% YoY: ELCN's MHE division witnessed a
remarkable growth of 98.2% to ¥2bn in 4QFY25 on a YoY basis vis-a-vis ¥1bn. This was
driven by new orders for product supply and capitalisation on growing opportunities in
the aftermarket business.

Strong export business: The company recorded a growth of 17% in exports to ¥1.36bn
in the revenue mix during 4QFY25. ELCN'’s export share is likely to grow significantly
riding on the demand from overseas OEMs (original equipment manufacturers).

ELCN has strategically entered into partnerships with 11 OEMs for commercial
production. It has built a network of 85+ countries in the overseas market and is
aggressively expanding in the US, Europe and Africa.

Strong order book: Order intake from the gear division stood at ¥4.97bn for 4QFY25
as against 4.12bn in 4QFY24 depicting a YoY growth of 20.6%. The MHE division, on
the other hand, reported a growth of ¥1.48bn in order intake for 4QFY25 vis-a-vis
%1.44bn in 4QFY24; YoY growth of 2.8%. Total order in hand stood at ¥9.48bn as on 31
March 2025. We believe that the marine and power sectors will drive orders in the
upcoming financial year.

Management confident on 18% revenue growth guidance: The management is
confident of its revenue growth guidance of 18% for FY26 with EBITDA margin of 24%;
along with strong and sustainable margins of 24% in the MHE segment. We note that
with a rise in demand from the export market (orders from new OEMs), domestic
demand is likely to increase further from 1HFY26; replacement and after-sales services
have gained momentum.

Target price reduced to ¥774; maintain BUY: Given the strong cash flows with a
dominant share in the domestic market and emerging opportunities for exports, we
believe that the company is well placed to garner the upcoming opportunities.
However, due to the uncertainties in the global markets and order inflow, we have
slightly reduced our estimates by 5% for FY26E and FY27E, respectively. Further, we
have also tweaked our earnings by 5% for FY26E and FY27E. We reduce our target price
to %774 (assigning 30x FY27E EPS) from %842 previously. We continue to stay positive
on the story and believe that even with these valuations, there is a good upside and
hence maintain BUY rating on the stock.

For important information about Share India Securities Ltd. and other disclosures, refer to the end of this material.
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Quarterly financial performance

(X mn) 2QFY25
Revenues 5,081
QoQ growth (%) 30%
YoY growth (%) 5%
EBITDA 1123
EBITDA % 22.1
PAT 877
PAT % 17
EPS (basic) 39
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Income statement (Consolidated) Cash flow statement (Consolidated)

Revenue 15,297 19,374 22,270 24,092 29,649 Profit before Tax 2,998 4,654 5,370 5932 7,607
% Change YoY 262 26.7 74.9 82 237 Non-cash items 496 504 438 (30) (104)
Operating profit 3,389 4,745 5,426 5,902 7,503 (Inc)/Dec in WC 267 (434) (216) (1,589) (2,130)
EBITDA margins 222 24.5 244 24.5 253 Direct Taxes Paid (662) (1,076) (1,268) (1,424) (1,826)
% Change YoY 33.0 400 144 88 27.1 CF from Oper.Activity 3,100 3,648 4,323 2,890 3,547
Depreciation 490 509 608 290 338 (Inc)/Dec in FA (462) (256) (640) (433) (1,000)
EBIT 2,898 4,236 4,818 5,612 7,165 Free Cash Flow 2,639 3,393 3,683 2,457 2,547
EBIT margins 789 21.9 21.6 233 24.2 (Pur)/Sale of Invest. (1,207) (2,534) (2,518) 3,002 (515)
Interest expense 133 86 130 210 210 CF from Inv. Activity (1,668) (2,790) (3,158) 2,569 (1,515)
Other income 201 441 601 530 652 Inc/(Dec) in Debt (1,000) - 33 (33) -
Profit before tax 2,966 4,590 5,288 5,932 7,607 Others (452) (585) (707) (706) (846)
Taxes 623 1,098 1,219 1,424 1,826 CF from Fin. Activity (1,452) (585) (674) (739) (846)
Effective tax rate (%) 21.0 23.9 23.0 24.0 24.0 Inc/(Dec) in Cash (20) 273 492 4,720 1,186
Net profit 2,342 3,492 4,070 4,508 5,781 Others 1,280 1,536 - - -
Minorities and other 32 64 81 - - Opening cash Balance 844 824 1,097 1,589 6,309
Net profit after minorities 2,375 3556 4,157 4,508 5781 Closing cash Balance 2,104 2,633 1,589 6,309 7,495
Exceptional items 0 0 0 0 0 Source: Company, Share India Research

Net profit 2,375 3,556 4,151 4,508 5,781

% Change YoY 59.5 49.7 16.7 8.6 282

EPS R) 10.6 15.8 18.5 20.1 25.8

Source: Company, Share India Research

Balance sheet (Consolidated) Ratio analysis
Y/e 31 Mar % mn) FY23 FY24 FY25  FY26E  FY27E Y/e 31 Mar (% mn) A'7X] FY24 FY25  FY26E  FY27E

Sources of Funds Basic (3)
Equity capital 224 224 224 224 224 EPS 10.6 15.8 18.5 20.1 25.8
Reserves 12,567 15,816 19,763 23,775 28,920 Dividend per share 1.0 2.0 2.0 2.2 2.8
Net worth 12,791 16,040 19,987 23,999 29,145 Cash EPS 12.8 18.1 21.2 214 27.3
Debt 516 705 1,740 1,707 1,707 Book value per share 57.0 71.5 89.1 106.9 129.9
Deferred tax liab (net) 243 246 229 229 229 Div. payout (%) 9.6 12.9 11.2 11.0 11.0
Total liabilities 13,550 16,991 21,957 25,936 31,081 Valuation ratios (x)
Application of Funds P/E 41.7 27.8 23.8 22.0 17.1
Fixed Asset 7,289 7,443 6,633 6,775 7,437 P/CEPS 345 243 20.8 20.6 16.2
Investments 1,019 3,115 7,532 5,059 6,226 P/B 7.7 6.2 5.0 4.1 34
Net Working Capital 5,242 6,433 7,792 14,101 17,418 EV/EBIDTA 28.7 20.5 17.9 15.6 12.2
Current assets 6,887 8,039 9,546 11,044 14,185 Profitability Ratios (%)
Cash & equivalents 2,104 2,633 3,584 8,304 9,491 RolC 18.1 209 184 18.4 19.6
Current liabilities 3,749 4,240 5,338 5,248 6,258 RoE 20.2 24.3 22.8 20.3 21.5
Total Assets 13,550 16,991 21,957 25,936 31,081 RoCE 191 234 21.6 193 20.6
Source: Company, Share India Research Liquidity ratios
Debtor (days) 83 84 101 84 84
Inventory (days) 67 43 40 45 45
Creditor (days) 51 37 46 37 35
Net working Capital (days) 105 101 102 88 98
Asset Turnover (x) 1.1 1.1 1.0 0.9 1.0

Source: Company, Share India Research
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Disclosures and Disclaimers

This report has been prepared by Share India Securities Limited (here in after referred to as SISL) in the capacity of a Research Analyst registered with SEBI
and distributed as per SEBI (Research Analysts) Regulations 2014. This report is prepared and distributed by Research Analysts employed by SISL for
information purposes only, and neither the information contained herein, nor any opinion expressed should be construed or deemed to be construed as
solicitation or as offering advice for the purposes of the purchase or sale of any security, investment, or derivatives. The information and opinions contained
in the report were considered by SISL to be valid when published. The report also contains information provided to SISL by third parties. Whilst SISL has
taken all reasonable steps to ensure that all the information in the report is correct, SISL does not offer any warranty as to the accuracy or completeness of
such information. Any person placing reliance on the report does so entirely at his or her own risk and SISL does not accept any liability as a result. Securities
markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication of future performance. Investors
must undertake independent analysis with their own legal, tax, and financial advisors and reach their own conclusions regarding investment in securities
market and should understand that. Under no circumstances can it be used or considered as an offer to sell or as a solicitation of any offer to buy or sell the
securities mentioned within it. The information contained in the research reports may have been taken from trade and statistical services and other sources,
which SISL believe is reliable. SISL or any of its group/associate/affiliate companies do not guarantee that such information is accurate or complete and it
should not be relied upon as such. Any information provided in the report reflect analysis at this date and are subject to change without notice. SISL submits
that no material disciplinary action has been taken on SISL by any regulatory authority impacting Research Analysis activities.

SISL is a Member of National Stock Exchange of India Limited (NSE), BSE Ltd (Bombay Stock Exchange), Multi Commodity Exchange of India Limited (MCX),
National Commodity and Derivatives Exchange Limited (NCDEX), and has Depository Participant affiliation with Central Depositories Services (India) Limited
(CDSL). It is a SEBI registered Portfolio Manager and SEBI registered Research Analyst [SEBI Reg. No.: INB/F/E 231079832, INB/F/E 011079838, IN-DP-32-
2015, AMFI Reg. No. ARN: 78041, SEBI Research Analyst Reg. No.: INH100005011, CIN -L67120GJ1994PLC115132].

Certifications: The Research Analyst(s), Harsh Patel prepared this research report hereby certifies that the views expressed in this research report accurately
reflect the research analyst's personal views about all of the subject issuers and/or securities, that the analyst(s) have no known conflict of interest and no
part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the Specific views or recommendations contained in this
research report.

Explanation of Investment Rating

Investment Rating of follow up coverage

Investment Rating Expected return (over 12-month)
BUY >15% return potential

HOLD 0% to 15% return potential

SELL <0% return potential

We continue to maintain our earlier rating structure (below) for all the initiating coverage reports

Investment Rating of Initiating coverage

Investment Rating Expected return (over 12-month)

BUY/SELL Market cap ¥ 200bn+ >20%
Market cap ¥ 100-200bn > 25%
Market cap ¥ 50-100bn > 30%

Market cap ¥ 0-50bn > 40%

Additional Disclosures of Interest:

1. The Research Analyst, SISL, or its associates or relatives of the research analyst does not have any Financial interest in the company(ies) covered in this
report.

2. The Research Analyst, SISL or its associates or relatives of the research analyst affiliates do not Hold more than 1% of the securities of the company (ies)
covered in this report as of the end of the month immediately preceding the distribution of the research report.

3. The Research Analyst, his/her associate, his/her relative, and SISL, do not have any other material conflict of interest at the time of publication of this
research report.
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4. The Research Analyst, SISL, and its associates have not received compensation for brokerage Services, investment banking, merchant banking or for
any other products or services from the Company(ies) covered in this report, in the past twelve months.

5. The Research Analyst, SISL or as associates have not managed or co-managed, in the previous twelve months, a private or public offering of securities
for the company (ies) covered in this report.

6. The Research Analyst, SISL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any
third party, in connection with the research report.

7. The Research Analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.
8. The Research Analyst and SISL has not been engaged in market making activity for the company(ies) covered in the Research report.

Suitability and Risks. This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or
particular requirements of any individual Recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors.
Each investor must make its own determination as to the appropriateness of any Securities referred to in this research report based upon the legal, tax and
accounting considerations Applicable to such investor and its own investment objectives or strategy, its financial situation and its Investing experience. The
value of any security may be positively or adversely affected by changes in Foreign exchange or interest rates, as well as by other financial, economic, or
political factors.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that SISL and the research analyst believe to be
reliable, but neither SISL nor the research analyst represents or guarantees that the information contained herein is accurate or complete and it should not
be relied upon as such. Opinions expressed herein are current opinions as of the date appearing on this material and are subject to change without notice.
Furthermore, SISL is under no obligation to update or keep the information current. Without limiting any of the foregoing, in no event shall SISL, any of its
affiliates/employees or any third party involved in or related to computing or compiling the information have any liability for any damages of any kind
including but not limited to any direct or consequential loss or damage, however arising, from the use of this report.

Copyright: The copyright in this research report belongs exclusively to SISL. All rights are reserved. Any unauthorised use or disclosure is prohibited. No
reprinting or reproduction, in whole or in part, is permitted without the SISL's prior consent, except that a recipient may reprint it for internal circulation only
and only if it is reprinted in its entirety.

Caution: Risk of loss in trading/investment can be substantial and even more than the amount / margin given by you. Investment in securities market are
subject to market risks, you are requested to read all the related documents carefully before investing. You should carefully consider whether trading
investment is appropriate for you in light of your experience, objectives, financial resources and other relevant circumstances. SISL and any of its employees,
directors, associates, group entities, or affiliates shall not be liable for losses, if any, incurred by you. You are further cautioned that trading/investments in
financial markets are subject to market risks and are advised to seek independent third-party trading/investment advice outside
SISL/group/associates/affiliates/directors/employees before and during your trading/investment. There is no guarantee/assurance as to returns or profits or
capital protection or appreciation. SISL and any of its employees, directors, associates, and/ or employees, directors, associates of SISL's group entities or
affiliates is not inducing you for trading investing in the financial market(s). Trading/Investment decision is your sole responsibility. You must also read the
Risk Disclosure Document and Do’s and Don'ts before investing.

This report is not directed 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, regulation or which would subject SISL and
affiliates to any registration or licensing requirement within such jurisdiction. The Profits or capital protection or appreciation. SISL and any of its employees,
directors, associates, and/or employees, directors, associates of SISL's group entities or affiliates is not inducing you for Trading/investing in the financial
market(s). Trading/Investment decision is your sole responsibility.

You must also read the Risk Disclosure Document and Do's and Don’ts before investing.

This report is not directed 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, regulation or which would subject SISL and
affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves off and to observe
such restriction. For Detailed Disclaimer, please visit our website www.shareindia.com.

Share India Securities Limited: CIN: L67120GJ1994PLC115132

Register Office: Unit No. 615 and 616, 6 Floor, X-Change Plaza, Dalal Street Commercial Co-operative Society Limited, Road 5E, Block-53, Zone 5, Gift City,
Gandhinagar, Gujarat-382050.

Corporate Office Institutional Equities: Unit 608/609, 6% Floor & Unit 811, 8" Floor, B Wing, Kanakia Wall Street, Andheri-Kurla Road,
Andheri (E), Mumbai — 400093.

Website: www.shareindia.com
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