IPO note: MTAR Technologies Limited - “SUBSCRIBE for listing gains”

MTAR Technologies Limited (“MTAR Technologies”) was incorporated on
November 11, 1999. The company is a leading precision engineering solutions
company engaged in the manufacture of mission critical precision components
with close tolerances (5‐10 microns), and in critical assemblies, to serve
projects of high national importance like rocket engines and satellites,
gearboxes for fighter aircraft, complex assemblies for nuclear power reactors
and hydrogen box used in fuel cells, through their precision machining,
assembly, testing, quality control, and specialized fabrication competencies,
some of which have been indigenously developed and manufactured. The
Company owns seven manufacturing facilities in Hyderabad, including an
export‐oriented unit.
Serves strategically important sectors
The company primarily serve customers in the nuclear, space and defence, and
clean energy sectors. Since inception, they have strived to grow continually,
contributing to the Indian civilian nuclear power programme, Indian space
programme, Indian defence and aerospace sector, global defence and
aerospace sector, as well as to the global clean energy sector.
Clean Energy (49.33% of topline): MTAR is involved in the manufacture of
power units, specifically hot boxes, and in the development and manufacture
of hydrogen boxes and electrolyzers, to serve Bloom Energy Inc., United States
(“Bloom Energy”) with which, they have been associated with, for over 9 years.
Around 50 percent of its revenue derived from export to Bloom Energy, which
is a major global player in fuel cell technology. MTAR Technologies is a sole
supplier from the Indian market to Bloom Energy as of Fiscal 2020. In FY20 and
9MFY21, revenue from customers in the clean energy sector accounted for
64.34 percent and 49.33 percent, respectively, of total revenue from
operations.
Nuclear Sector (27.13% of topline): MTAR has been serving customers in the
nuclear sector for over 35 years, and has established relationships with the
Nuclear Power Corporation of India Ltd.(“NPCIL”) having served them for over
16 years. They manufacture and supply specialized products such as fuel
machining head, drive mechanisms, bridge and column and coolant channel
assemblies, among others, not just for the new pressurised heavy water
nuclear reactors, but also for refurbishment of the existing reactors. They have
also supplied critical products such as grid plate, control plug and inclined fuel
transfer machine for the prototype fast breeder reactor.
Space and Defence (20.59% of topline): MTAR Technologies is also a key
supplier of mission critical components to customers within the space and
defence sectors for their programs of national importance. Through their long‐
standing relationships of over three decades and 4 decades with customers
such as the Indian Space Research Organisation (“ISRO”) and the Defence
Research and Development Organisation (“DRDO”), they have been able to
supply specialized products to the Indian space programme and the Indian
missile programme, respectively. For instance, their offerings to ISRO
comprised a wide variety of mission critical components and critical assemblies
such as liquid propulsion engines, components and assemblies for cryogenic
engines, specifically turbo pumps, booster pumps, gas generators and injector
heads for such engines, and electro‐pneumatic modules to serve its space
launch vehicles. Within the defence sector, they undertook complex
assemblies for the DRDO, including such as the base shroud assembly (for Agni
missiles), and the assembly of secondary injection thrust vector control
(“SITVC”) valves and hydraulic fin tip control (“HFTC”) valves. In addition, they
also supplied critical defence products such as aluminium weldments and other
machined components to their international customers including, an Israeli
defense technology company.
Strong order book
The Order Book as on Dec. 31, 2020 was Rs. 336.19 crore, comprising of order
book in the clean energy sector of Rs. 80.19 crore, the nuclear sector of Rs.
93.19 crore and the space and defence sectors of Rs. 160.61 crore respectively.
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Marquee clients
The Company’s key customers include NPCIL, Indira Gandhi Centre for
Atomic Research, ISRO, and the DRDO, among others. In addition, they
also supply their products to international companies such as Bloom
Energy and an Israeli defense technology company.
Investment recommendation and rationale
At the upper end of the price band of Rs. 575, the Company's IPO is
valued at P/E of 47x on 9MFY21 annualised EPS and is expected
EV/EBITDA multiple of over 20x which is very expensive. The Company
will always enjoy scarcity premium post listing as it operates in a
specialized niche segment with strong entry barriers or moat it enjoys
owing to its technological expertise built over the years with no major
listed peers. We recommend "SUBSCRIBE for listing gains" to the issue
due to the following factors: a) Company strongly positioned to tap
opportunities in the clean energy, defence and space programmes,
b) major beneficiary of increasing thrust by Government of India on
sectors like Defence, clean energy and space research, c) precision
engineering expertise with complex product manufacturing capability,
d) wide product portfolio leading to long‐standing relationships with
marquee customers, e) modern technology at state‐of‐the‐art
manufacturing facilities, f) strong and diversified supplier base for
sourcing of raw materials, g) capitalize on upward trend of nuclear
sector in India, increasing indigenization and policy initiatives in the
defence sector, and commercialization of Indian space sector,
h) decent return ratios and low debt/equity of 0.27x as 9MFY21.
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Background
The company was incorporated as ‘MTAR Technologies Private Limited’ on November 11, 1999. The company was initially constituted on July 23, 1970 as a
partnership firm under the name ‘M/s Machine Tools Aids and Reconditioning’ (the “Partnership Firm”) between K. Satyanarayana Reddy and P. Ravindra
Reddy. As on the date, the Promoters of the company are Parvat Srinivas Reddy, P. Leelavathi, K. Shalini, D. Anitha Reddy, C. Usha Reddy, G. Kavitha
Reddy, Anushman Reddy, P. Kalpana Reddy, Saranya Loka Reddy, A. Manogna and M. Madhavi and the Promoters hold 14,287,337 Equity Shares in
aggregate, representing 53.39% of the issued, subscribed and paid‐up Equity Share capital of the company. The company has undertaken a Pre‐IPO
Placement of 1,851,851 Equity Shares at a price of Rs.540/‐ per share, aggregating to Rs. 100 crore as under:
Name
SBI Magnum Global Fund
SBI Contra Fund
SBI Small Cap Fund
Axis Regular Saver Fund
Axis Small Cap Fund
Axis Children’s Gift Fund

No. of equity shares
425,926
425,926
444,444
12,963
444,444
98,148
1,851,851

Amount (Rs. in crores)
23
23
24
1
24
5
100

Source: RHP

Competition Mapping
There is no direct comparable on apple to apple to basis which operates in all the segments like MTAR Technologies. However, the following matrix
suggests some players in different segments in which MTAR operates. The Company has an edge over its peers owing to Company's past experience in the
supply of their products, ability to meet specific technical requirements of their customers, reputation for quality and safety features present in their
products, financial strength, and the price competitiveness of their offerings, has not only strengthened their position in the market but also has enabled
them to establish and maintain relationships with their customers.
Nuclear sector
Space an defence sectors
Larsen & Toubro Heavy Engineering
Larsen & Toubro
Godrej & Boyce Manufacturing Co. Ltd.
Godrej & Boyce Manufacturing Co. Ltd
Hindustan Aeronautics Ltd.
Walchandnagar Industries
Source: RHP
Financial performance of peers (Rs. in crores)
Company
Year
Operating
OPBDIT
PAT
OPM (%)
PAT margin (%)
ROCE (%)
Gearing (x)
Current ratio
income
Mahindra Defence FY20 307
42
19
13.7
6.2
16.3
‐
2.2
Alpha
Design FY19 233
30
7
12.9
2.8
2.8
0.2
1.9
Technologies
Vem Technologies FY19 156
36
9
22.8
5.5
5.5
0.9
1.1
CIM Tools
FY19 152
34
15
22.1
10.1
10.1
1.7
1.2
MTAR
FY20 214
61
30
28.5
14.0
14.0
0.1
1.5
Technologies
Schaeffler India
FY19 4,367
641
368
14.7
8.4
8.4
‐
3.6
SKF India
FY20 2,849
357
289
12.5
10.1
10.1
‐
3.4
Timken India
FY20 1,622
373
246
23.0
15.2
15.2
‐
3.7
Godrej & Boyce
FY20 11,408
844
224
7.4
2.0
2.0
0.4
1.2
L&T
FY20 1,46,307
23,654
10,894
16.2
7.5
7.5
2.2
1.2
Source: RHP, Note: L&T and Godrej & Boyce are diversified businesses with several other business units. The financials of these companies represent all
the business units under the company.

Objects of the issue
1) Fresh issue:
a) Repayment or prepayment in full or part borrowings availed by the Company ‐ Rs. 63 crores
b) Funding working capital requirements ‐ Rs. 95 crores
2) Offer for sale: Rs. 472.89 crores by Promoter group
Key concern
1) Expensive valuation ‐ High P/E multiple of 47x and expected EV/EBITDA multiple of over 20x which is expensive
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Disclaimer
Ajcon Global Services Limited is a fully integrated investment banking, merchant banking, corporate advisory, stock
broking, commodity and currency broking. Ajcon Global Services Limited research analysts responsible for the preparation
of the research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying
and interpreting information.
Ajcon Global Services Limited is a SEBI registered Research Analyst entity bearing registration Number INH000001170
under SEBI (Research Analysts) Regulations, 2014.
Individuals employed as research analyst by Ajcon Global Services Limited or their associates are not allowed to deal or
trade in securities that the research analyst recommends within thirty days before and within five days after the publication
of a research report as prescribed under SEBI Research Analyst Regulations.
Subject to the restrictions mentioned in above paragraph, We and our affliates, officers, directors, employees and their
relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.
Ajcon Global Services Limited or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.
The information and opinions in this report have been prepared by Ajcon Global Services Limited and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person
or to the media or reproduced in any form, without prior written consent of Ajcon Global Services Limited While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Limited is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Ajcon
Global Services Limited from doing so. This report is based on information obtained from public sources and sources
believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document
or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the
customers simultaneously, not all customers may receive this report at the same time. Ajcon Global Services Limited will
not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal,
accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The
recipient should independently evaluate the investment risks. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason. Ajcon Global Services Limited accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated
before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forwardlooking statements are not predictions and may be subject to change without notice. Ajcon Global Services Limited or its
associates might have managed or co-managed public offering of securities for the subject company or might have been
mandated by the subject company for any other assignment in the past twelve months.
Ajcon Global Services Limited encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Limited or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Ajcon Global Services Limited nor Research Analysts have any material conflict of interest at the time of
publication of this report.
It is confirmed that Akash Jain – MBA (Financial Markets) or any other Research Analysts of this report has not received any
compensation from the company 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.
Ajcon Global Services Limited or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not
own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding
the publication of the research report.
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It is confirmed that Akash Jain – MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.
Ajcon Global Services Limited may have issued other reports that are inconsistent with and reach different conclusion from
the information presented in this report. Neither the Research Analysts nor Ajcon Global Services Limited have been
engaged in market making activity for the companies mentioned in the report.
We submit that no material disciplinary action has been taken on Ajcon Global Services Limited by any Regulatory Authority
impacting Equity Research Analysis activities.
Analyst Certification
I, Akash Jain MBA (Financial Markets), research analyst, author and the names subscribed to 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. I also
certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view (s) in this report.
For research related queries contact:

Mr. Akash Jain – Vice President (Research) at research@ajcon.net, 022-67160431 (D)
CIN: L74140MH1986PLC041941
SEBI registration Number: INH000001170 as per SEBI (Research Analysts) Regulations, 2014.
Website: www.ajcononline.com
Registered and Corporate office
408 - (4th Floor), Express Zone, “A” Wing, Cello – Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway,
Goregaon (East), Mumbai – 400063. Tel: 91-22-67160400, Fax: 022-28722062
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