Jupiter Wagons Ltd| Capital Goods -Railways

Management Meet Note

Time to orbit on Jupiter’s growth prospects...

Revenues to grow at a CAGR of 25% between FY23-FY26
owing to strong orderbook

The current orderbook for Jupiter Wagons Ltd (JWL) as at FY23
stands at Rs 58.2 bn.- from which orderbook (OB) for wagons is
~Rs 50bn . The management expects to execute the same within
a period of 18-24 months. The current order-book to operating
income (OB/OI ratio) for the company is ~2.82x.

Revenue Break-up:

For FY23 their revenue stood at ~20.7bn highest ever till date.
80% of their revenues driven by the demand from wagons. Average
realisation per wagon is ~40 lacs.

Balance revenue from other segments namely, CV Load bodies,
CMS Crossings & Containers.

Production to be enhanced by more than 50% by FY24-end:
In FY23 due to rising demand, the company had ramped up its
monthly wagon production from 200 to 500+ wagons by Mar’23.

The company expects to operate at a rate of 600-700 wagons pm
in FY 24.
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sector is ~5000 wagons p.a. - this demand will stay robust in the
nhear-term, not expected to fall from current levels.

Financial Summary

13 bley? (548 i) FY22 FY23 FY24E  FY25E  FY26E
Netsales 11,784 20,682 31,210 37,680 41,278
EBIDTA 1,141 2,521 4,339 5,216 5,680
Margins (%) 9.7 12.2 13.9 13.8 13.8
Adjusted net profit 497 1,207 2,913 3,801 4,215
EPS (Rs) 1.3 3.1 7.3 9.5 10.6
P/E (x) 117 48 21 16
EV/EBITDA (X) 52 24 14 11

RoCE (%) 13.89% 23.10% 28.76% 28.01% 25.44%
RoE (%) 727% 15.02% 2450% 2512% 22.50%

Akash Vora

Source: Company, Dalal & Broacha Research
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Double-digit Margins to be maintained, new products such as
brake-systems have higher margins:

The company has generated an industry-leading EBITDA margin
of >12% in the latest 2 quarters. The management attributes the
same to their superior execution capability & their focus on
choosing high-margin projects. With new products coming into
the mix like brake systems, brake discs, specialised containers, e-
LCV’s - which are expected to generate EBITDA margins over 15-
20% - the management is confident it can sustain or even better
their current margins in the future.

New Business & Other segments generating higher margins:

1. Brake Business: With the onset of Vande bharat, DFC, Metro
rail, RRTS ,high traction & focus by Government on Indian railways-
the railway brakes market is expected to grow from Rs 30bn to
60bn at more than 25% CAGR - Jupiter wagons plans to start
production of brake discs & brake systems for passenger coaches,
freight wagons & Vande bharat coaches. This will also give the
company the opportunity to backward integrate for its freight biz.
The management aims to generate Rs 5bn from its brake
business by FY25 and target a 20% market share in the next 3-4
years’ time.

>E-LCV: The company has already launched its 2 electric LCV’s
model - commercial production for the same will commence from
Dec’23 onwards -under a separate entity formed with Greenpower
known as Jupiter Electric mobilityJEM)- JEM focuses on the 1 ton-
5 ton payload capacity. Management plans to deploy a B2B
strategy for selling these e-LCV’s , expects to garner a 10% mkt
share in this segment.

>Containers Business: Focus on specialized containers- to
generate higher margins. Marquee clients in this segment are GE
& Schneider. Revenue expected to double from FY23-FY24 for
containers.

> CV Load bodies & CMS Crossings- Company has history of
manufacturing load bodies for CV’s sold by Tata Motors & Eicher
in India & has an OB of Rs 4.5bn as on Mar’23 . Also, company is
one of the few players with technology for “weldable” CMS
crossings used on rail tracks and has an OB of Rs 1.75bn as on
Mar’23.
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Global tender a future trigger supported by strong
partnerships:
The management expects a global tender for wagons to be floated
by IR in Q2/Q3 FY24. This tender will be for ~40,000-50,000
wagons - the nature of the wagons will be more specialised than
the current ones in operation- with average price per wagon
expected to be around Rs 70-80 lacs (almost 2x of current
average). The IR will even allow global players to participate in the
same, however the manufacturing needs to be localised in India.

Thus Jupiter Wagons- through its partnership with
Tatrawagonka (Europe’s leading rail wagon player) is expected to
have an edge in bidding for the tender. The tender will be split
between L1(60% of the tender) bidder & L2 bidder (40% of the
tender). Management is confident of becoming L1 bidder once this
tender is floated.

Valuation & Outlook:

With its orderbook currently almost 3x of its FY23 revenues -
demand for wagons not expected to fall anytime soon - JWL looks
well set, at-least for the next couple of years- it currently trades
at 21x FY24E EPS & ~16x FY25E EPS - which seems cheap given
the recent traction & tailwinds that railway sector has gained and
the cyclical uptick that rail product manufacturing companies have
seen.

Going by the execution timelines that the management has
estimated for converting the current OB to revenue- JWL’s revenues
and PBT are expected to increase at 26% & 40% CAGR, respectively
from FY23-FY26E. JWL's tax rate for FY23 was 40% which is
expected to normalize in the coming years leading to PAT CAGR
of 52% from FY23-FY26E.

The company is undervalued even from a price-earnings
growth(PEG) standpoint and trades below 1 PEG on 1-year
forward basis.

Even if we ignore the prospects of the global tender ( which could
be huge if the company wins) - the management expects the order-
book to stay above Rs 50 bn range - thus Jupiter wagons’ is a Low
risk/reward bet.

We have valued the company at 22x FY25E EPS of Rs 9.5,
arriving at a target price of Rs 209.
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Financials

P&L (Rs mn) FY22 FY23 FY24E FY25E FY26E

Net Sales 11,784 20,682 31,210 37,680 41,278

Total Operating Expenses 8,968 15,745 23,698 28,637 31,371
Employee Cost 338 420 520 624 718

Other Expenses 1,336 1,998 2,653 3,203 3,509
Operating Profit 1,141 2,521 4,339 5,216 5,680
Depreciation 234 250 313 329 352

PBIT 907 2,271 4,026 4,887 5,328

Other income 34 51 80 120 150
Interest 182 289 375 414 413

PBT ( Before share of JV/associates) 760 2,033 3,732 4,592 5,065

Share of JV/Associates (3) (28) 114 356 416

PBT 756 2,005 3,845 4,949 5,481
Provision for tax 260 798 933 1,148 1,266

PAT (From continuing operations) 497 1,207 2913 3,801 4215

PAT (From Discontinuing operations ) - - - - -

MI 2 1 1 1
Reported PAT 497 1,207 2,913 3,801 4215
Adjusted Profit 497 1,207 2,913 3,801 4,215

Cash Flow St. (Rs. mn) FY22 FY23 FY24E FY25E FY26E
PBT (excluding

JV/Associates) 760 2,033 3,732 4,592 5,065
Add: Dep. & Amort. 234 250 313 329 352
Add: Interest Expenses 182 289 375 414 413
Operating profit before

working capital change 1,175 2,572 4,419 5,336 5,830
(Inc)/Dec in

Working capital adjustment (718) (2,597) (1,356) (1,439) 863)
Gross cash generated from

operations 457 (25) 3,063 3,898 4,967
Direct taxes paid (260) (798) (933) (1,148) (1,266)
Others 398 1,600 150 197 248
CF from Oper. activities 595 777 2,280 2,947 3,948
CF from Inv. activities (491) (1,224) (1,266) (602) (811)
CF from Fin. activities (168) 1,212 1,004 (324) (503)
Cash generated/(utilised) 63) 765 2,018 2,021 2,635
Cash at start of the year 470 407 1,171 3,190 5,210
Cash at end of the year 407 1,171 3,190 5,210 7,845
Balance sheet 407 1,171 3,190 5,209 7,845
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Balance Sheet (Rs mn) FY22 FY23 FY24E FY25E FY26E
Equity capital 3,874 3,874 3,995 3,995 3,995
Reserves 2,952 4,159 7,893 11,138 14,737
Net worth 6,827 8,034 11,888 15,133 18,732
Minority Interest 2 1 1 1
Non Current Liabilites 309 537 574 644 754
Current Liabilites 3,586 7,769 10,643 12,668 14,386

Ot her Liabilities( associated with
discontinued operations/ assets
held for sale ) - - - - -

TOTAL LIABILITIES 10,728 16,340 23,105 28,444 33,872
Non Current Assets 5,038 5,508 6,479 6,734 7,170
Fixed Assets 4,294 4,715 5,546 5,618 5,824
Goodwill 204 146 146 146 146
Non Current Investments 80 113 142 179 226
Loans 6 36 4 4 4
Non-current assets tax (net) 21 21 21 21 21
Deferred Tax Asset 271 - - - -
Other Financial Assets 104 340 428 538 678
Other Non Current Assets 58 109 137 173 218
Current Assets 5,690 10,832 16,627 21,711 26,702
Current investments - - - - -
Inventories 3,194 4,912 7,791 9,415 10,314
Trade Receivables 710 2,133 2,394 2,994 3,393
Cash and Bank Balances 407 1,171 3,190 5,210 7,845
Other bank balances 282 503 633 797 1,003
Short Term Loans and Advances 6 36 4 4 4
Other Financial Assets 248 418 527 663 835
Other current assets tax (net) 4 3 3 3 3
Other current assets 840 1,656 2,085 2,625 3,305

Other Assets( associated with
discontinued operations/ assets
held for sale ) - - - - -

TOTAL ASSETS 10,728 16,340 23,105 28,444 33,872

Source: Dalal& Broacha Research
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Ratios FY22 FY23 FY24E FY25E FY26E
OPM 9.68% 12.19% 13.90% 13.84% 13.76%
NPM 4.20% 5.82% 9.31% 10.05% 10.17%
Tax Rate 34.36% 39.81% 24.26% 23.20% 23.10%

Growth Ratios (%)

Net Sales 18.00% 75.52% 50.90% 20.73% 9.55%
Operating Profit 7.32% 120.90% 72.14% 20.21% 8.90%
PBT 15.32% 167.65% 83.57% 23.07% 10.29%
PAT -7.01% 143.03% 141.35% 30.49% 10.91%

Per Share (Rs.)

Net Earnings (EPS) 1.28 3.11 7.29 9.51 10.55
Cash Earnings (CPS) 1.88 3.76 8.07 10.34 1143
Payout ratio 0% 0% 7% 5% 5%
Dividend 0.00 0.00 0.50 0.50 0.50
Book Value per share (BVPS) 17.62 20.74 29.76 37.88 46.89
Free Cash Flow 259 106 1,137 2,546 3,390

Valuation Ratios

P/E(x) 117.04 48.16 20.57 15.77 14.22

P/B(x) 8.51 7.23 5.04 3.96 3.20

EV/EBIDTA(X) 51.79 23.73 13.81 11.16 9.80

Div. Yield (%) - - 0.33 0.33 0.33

FCFF Yield %) 0.45 0.18 1.90 4.25 5.66

Return Ratios (%)

ROE 7.27% 15.02% 24.50% 25.12% 22.50%
ROCE 13.89% 23.10% 28.76% 28.01% 25.44%
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B
(CINU67120MH1997PTC111186) was established in 1997 and is an integrated financial services
player offering an extensive range of financial solutions and services to a wide spectrum of customers
with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange
of India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for
investments and is engaged in the securities businesses including stock broking (Institutional and
retail), depository participant, portfolio management and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details
of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per
SEBI (Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were
suspended by any stock exchange with whom it is registered in any time in the past. It has not been
debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its
certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations
have issued advice letters or levied minor penalty on D&B for certain operational deviations in routine
course of business.

D&B offers research services to clients as well as prospects. 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.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research
Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for
the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject
company at the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership | No
of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the | No
subject company.
Whether the research Analyst has served as officer, director or employee of the | No
subject company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment | No
banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation for products or | No
services other than investment banking or merchant banking or brokerage
services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits | No
from the subject company or third party in connection with the research report
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D&B and/or its affiliates may seek investment banking or other business from the company or
companies that are the subject of this material. Our salespeople, traders, and other professionals
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 may be 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 including but not limited to those stated herein.
Additionally, other important information regarding our relationships with the company or companies
that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject D&B or its group companies to any registration
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an
official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message
should not be construed as official confirmation of any transaction. No part of this document may be
distributed in Canada or used by private customers in United Kingdom. All material presented in this
report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor
its content, nor any

copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without
the prior express written permission of D&B. All trademarks, service marks and logos used in this
report are trademarks or registered trademarks of D&B or its Group Companies. The information
contained herein is not intended for publication or distribution or circulation in any manner
whatsoever and any unauthorized reading, dissemination, distribution or copying of this
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities
and Exchange Board of India before investing in Indian Securities Market. In so far as this report
includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992 | E-mail: equity.research@dalal-broacha.com
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