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Outlook- Happy Forgings Ltd. (HFL) delivered a strong 

Q4FY26 performance, reporting its highest-ever quarterly 

revenue, profitability, and finished goods volumes, despite 

continued weakness in export-oriented CV and off-highway 

markets. The company demonstrated strong execution 

through improved product mix, higher machining 

contribution, and operating leverage, resulting in a record 

EBITDA margin of 31.5% during the quarter. Stable 

realizations at ~₹245/kg despite raw material volatility 

reflected the company’s strong positioning in precision-

engineered and value-added products. 

Finished goods volumes grew 20.6% YoY to 17,298 MT 

during Q4FY26. 

For FY26, revenue grew 9.8% YoY to ₹1,546 Cr, EBITDA 

increased 15.7% YoY to ₹471 Cr, and adjusted PAT grew 13% 

YoY to ₹302 Cr, reflecting strong operational discipline, 

healthy cash flow conversion, and sustained margin 

expansion.  

 

 

 

 

  

Y/E Mar (Rs mn)
FY23 FY24 FY25 FY26 FY27E FY28E

Net sales 11,965         13,582         14,089           15,463    18,311     21,695           

EBIDTA 3,409            3,875           4,067             4,706      5,569       6,719             

Margins (%) 28.5              28.5              28.9               30.4         30.4          31.0                

Adjusted net profit 2,087            2,430           2,674             3,016      3,496       4,307             

EPS (Rs) 22.1              25.8              28.4               32.00      37.1          45.7                

P/E (x) 54                 46                 42                   37            32             26                   

EV/EBITDA (x) 33                 29                 28                   24            20             17                   

RoCE (%) 28.87% 22.07% 19.58% 19.15% 20.70% 22.37%

RoE (%) 21.12% 15.07% 14.46% 14.17% 14.33% 15.23%
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Q4FY26 Snapshot 

 

Source: Company, Dalal and Broacha Research 

  

 (Rs.Mn)  Q4FY26  Q4FY25 
 YoY 

Growth 
 Q3FY26 

 QoQ 

Growth 

Revenue from Operations 4,238        3,520       20% 3,913       8%

Other Income 60              100          -40% 82             -26%

Total Mfg Cost 1,722        1,455       18% 1,609       7%

Gross Profit 2,516        2,064       22% 2,304       9%

Employee Benefits Expense 364           323          13% 344          6%

Other Expenses 818           719          14% 756          8%

Total Expenses 2,904        2,497       16% 2,709       7%

EBITDA (Excluding Other Income) 1,334        1,023       30% 1,012       32%

Depreciation and Amortisation Expenses 245           203          21% 224          9%

EBIT / PBIT 1,149        920          25% 1,061       8%

Finance Costs 38              25             55% 25             55%

Profit before share in profit of associate & tax 1,111        896          24% 1,037       7%

Share in profit of associate (net of tax) -           -           

PBT after share of profit from jv 1,111        896          24% 1,037       7%

Tax Expense 275           219          25% 247          11%

Net Profit after Tax 836           676          24% 790          6%

Adj Earning Per Share 8.88          7.18         24% 8.38         6%

Margins (%) (in Bps) (in Bps)

Gross Margins 59.4% 58.7% 72              58.9% 48              

EBITDA Margins (Excl Other Income) 31.5% 29.1% 242           30.8% 71              

PAT Margins 19.7% 19.2% 52              20.2% -45            

0.0%

RM as a % to sales 40.6% 41.3% -72            41.1% -48            

EE Cost as a % to sales 8.6% 9.2% -57            8.8% -20            

Other exps as a % to sales 19.3% 20.4% -113          19.3% -3               
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Concall Highlights: 

Segmental Commentary – CV, FE, PV, Industrials & OHV 

 

1) Commercial Vehicles (CV – 37% of FY26 Revenue) 

• Domestic CV demand remained healthy, supported by infrastructure spending, replacement demand, 
improved freight utilization and GST rationalization benefits. 

• Domestic MHCV industry witnessed strong mid-teen growth during FY26 and Happy Forgings’ 
domestic CV business grew in line with industry trends. 

• Export CV business remained weak due to softness in North America and Europe, leading to a single-
digit decline in export-oriented CV revenues. 

• Management expects recovery in export CV demand during FY27, with gradual improvement from 
North America and Europe markets. 

 

2) Farm Equipment (FE – 32% of Revenue) 

• Domestic farm equipment demand remained strong, aided by favorable monsoons, healthy reservoir 
levels and improved rural cash flows. 

• Increasing farm mechanization and higher horsepower tractor adoption continue to support long-
term demand. 

• Export farm equipment demand remained soft during FY26, particularly in Europe and the US, though 
management expects stabilization going forward. 

• Farm equipment continues to remain a stable contributor to volumes and profitability. 

 

3) Passenger Vehicles (PV – 6% of Revenue) 

• Management highlighted strong visibility of incremental business wins in the PV segment over the 
next few years. 

• PV segment expected to scale meaningfully with contribution likely increasing toward ~10% over the 
medium term. 

• Growth driven by new program additions and increasing penetration into precision-engineered, 
higher-value products. 

 

4)  Industrials (14% of Revenue) 

• Industrial contribution expected to increase significantly from ~14% currently to ~30%+ over the 
medium term. 

• Large industrial orders linked to data center applications and export opportunities have been secured 

• Management highlighted increasing opportunities in heavy forgings, gensets and large industrial 
components. 

• Industrial segment expected to become a major growth driver and diversification pillar over the next 
2–3 years. 
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5) Off Highway Vehicles (~11% of Revenue): 

• Global demand in Europe and the US also remained subdued with inventory corrections at OEMs. 

• Management expects gradual recovery as global demand conditions improve. 

• Domestic construction equipment demand was impacted by slower project execution, delays in 
infrastructure awards and land approval issues. 

• OHV segment remained weak during FY26 across both domestic and export markets. 

Geographic / Export Details: 

• Direct exports contributed ~15% of FY26 revenue, while deemed and indirect exports accounted for 
another ~11%, taking total export-linked exposure to ~26%. 

• Export-linked revenues remained under pressure during FY26 due to weakness in CV and off-highway 
markets globally. 

• Management indicated early signs of recovery in exports during Q4FY26 with improving business 
momentum from North America and Europe. 

• New export orders have been secured in gas power, industrial and heavy component applications. 

• Export opportunities in industrials and PV segments are expected to drive medium-term growth. 

Capacity Expansion  

• Forging capacity increased to ~148,000 tons during FY26. 

• Machining capacity expanded to ~68,000 tons, including addition of ~9,800 tons during Q3FY26. 

• A new 10,000-ton forging line was commissioned during Q4FY26. 

• Additional 4,000-ton press expected to be commissioned during H1FY27. 

• Management continues to invest in heavy forging and large component capabilities, targeting 
significantly larger and more complex products. 

• Heavy forging and industrial component opportunities linked to data centers and power generation 
are expected to contribute from FY28 onwards. 

• FY27 capex guidance stands at ~₹450–500 crore, focused on growth capabilities and long-term 
expansion. 

• Company also announced development of a captive solar power plant with total investment of up to 
~₹170 crore. 

 Financial Strength, Margins, and Pricing: 

• FY26 EBITDA margins improved to 30.4%, while Q4FY26 EBITDA margins stood at 31.5%, supported by 
operating leverage and product mix improvement. 

• Forged & machined products contribution increased to 89% of revenue in FY26 versus 87% in FY25. 

• Realizations remained broadly stable at ~₹245/kg despite softer raw material prices, highlighting 
strong pricing discipline and value addition. 

• Operating cash flow for FY26 stood at ~₹445 crore with strong cash conversion. 

• Company maintains strong liquidity with cash and liquid investments of ~₹430 crore. 

• Raw material cost inflation is largely pass-through in nature, with one-quarter lag in exports and one-
month lag domestically. 

• EBIDTA margin guidance: Management expects margins to remain broadly stable around FY26 levels 
despite near-term input cost pressures. 
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Charts 
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Valuation & Outlook 

We estimate a Revenue/EBITDA/PAT CAGR of 18%/19%/20% over FY26–28E. driven by strong volume 

growth, increasing share of high-value machined products, industrial diversification, and ramp-up in passenger 

vehicle and export-oriented programs. PAT margins may witness a near-term moderation due to elevated 

depreciation and finance costs arising from ongoing capacity expansion and heavy forging capex. However, 

improving product mix, higher realization industrial orders, operating leverage, and rising contribution from 

precision-engineered components are expected to support sustained EBITDA margin expansion and enable 

earnings growth ahead of topline growth over the medium term. 

Our previous price target of Rs. 1,230 has been achieved. We assign a similar 30x FY28E EPS arriving at a 

 TP of Rs. 1,372. Hence, we change our rating from “ACCUMULATE” to “HOLD”,  
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Financials 

 

 

 

 

Source: Company, Dalal and Broacha Research 

 

P&L (Rs mn) FY23 FY24 FY25 FY26 FY27E FY28E

Net Sales 11,965  13,582  14,089      15,463      18,311      21,695      
Total Raw  material consumed 5,511     5,966     5,917         6,318         7,507         8,830         
Employee Cost 878        1,145     1,248         1,367         1,572         1,808         

Other Expenses 2,168     2,597     2,857         3,073         3,662         4,339         
Operat ing Profit 3,409    3,875    4,067       4,706       5,569       6,719       

Depreciation 542        647        771            890            1,171         1,421         
PBIT 2,867    3,228    3,296       3,816       4,399       5,298       

Other income 58           134        375            308            475            594            

Interest 125        118        75               105            213            149            

PBT ( Before share of JV/associates) 2,800    3,244    3,596       4,019       4,661       5,743       

Share of JV/Associates -         -         -             -             -             -             
 PBT  2,800    3,244    3,596       4,019       4,661       5,743       

Provision for tax 713        814        921            1,003         1,165         1,436         
PAT (From continuing operations) 2,087    2,430    2,674       3,016       3,496       4,307       

PAT (From Discontinuing operations ) -         -         -             -             -             -             
MI

Reported PAT 2,087    2,430    2,674       3,016       3,496       4,307       

 Adjust ed Profit  2,087    2,430    2,674       3,016       3,496       4,307       

Source: Dalal & Broacha Research

Cash Flow St . (Rs. mn) FY23 FY24 FY25 FY26 FY27E FY28E

 PBT (excluding 

JV/Associat es) 2,800          3,244          3,596          4,019          4,661          5,743          

 Add: Dep. & Amort. 542             647             771             890             1,171          1,421          

 Add: Interest Expenses 125             118             75               105             213             149             

 Operat ing profit  before 

working capit al change 3,467          4,009          4,441          5,014          6,044          7,312          

 (Inc)/Dec in  

 Working capital adjustment (779)            (956)            (880)            455             (841)            (1,503)          

 Gross cash generat ed from 

operat ions 2,687          3,053          3,561          5,469          5,204          5,810          

 Direct taxes paid (638)               (814)               (921)               (1,003)            (1,165)            (1,436)            
Others 45                   (348)               284                 (19)                  508                 169                 
CF from Oper. act ivit ies 2,095          1,890          2,923          4,447          4,547          4,543          

CF from Inv. act ivit ies (1,725)            (4,693)            (3,202)            (4,968)            (2,170)            (3,417)            

CF from Fin. act ivit ies (370)               2,809             402                 649                 (1,385)            (1,323)            

Cash generat ed/(ut ilised) (0)                6                 123             128             990             (197)            

 Cash at start of the year 0                      0                      6                      129                 257                 1,249             
 Cash at end of the year 0                 6                 129             257             1,248          1,052          

Balance sheet 0                 6                 129             257             1,248          1,052          
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Rat ios FY23 FY24 FY25 FY26 FY27E FY28E

OPM 28.49% 28.53% 28.87% 30.43% 30.42% 30.97%

NPM 17.36% 17.71% 18.49% 19.12% 18.61% 19.32%

Tax Rate 25.47% 25.10% 25.62% 24.97% 25.00% 25.00%

Growt h Rat ios (%)

Net Sales 39.12% 13.51% 3.73% 9.75% 18.41% 18.48%

Operating Profit 47.67% 13.67% 4.95% 15.71% 18.35% 20.63%

PBT 45.82% 15.84% 10.85% 11.78% 15.98% 23.20%

PAT 46.69% 16.43% 10.07% 12.76% 15.93% 23.20%

CFO/EBITDA Ratio 0.60 0.47 0.66 0.89 0.75 0.62

CFO/PAT Ratio 1.00 0.78 1.09 1.47 1.30 1.05

Per Share (Rs.)

Net Earnings (EPS) 22.14 25.78 28.38 32.00 37.10 45.70

Cash Earnings (CPS) 27.89 32.65 36.56 41.45 49.52 60.78

Payout ratio 6% 16% 11% 13% 12% 11%

Dividend 1.30 4.00 3.00 4.00 4.50 5.00

Book Value per share (BVPS) 104.87            171.10            196.26            225.82            258.91            300.12            
Free Cash Flow 349                 71                   512                 1,549             730                 626                 

Valuat ion Rat ios

P/E(x) 53.74          46.16          41.93          37.19          32.08          26.04          

P/B(x) 11.35          6.95            6.06            5.27            4.60            3.97            

EV/EBIDTA(x) 33.46          29.31          28.10          24.48          20.36          16.80          

Div. Yield(%) 0.11            0.34            0.25            0.34            0.38            0.42            

FCFF Yield(%) 0.31            0.06            0.46            1.38            0.65            0.56            

Ret urn Rat ios (%)

ROE 21.12% 15.07% 14.46% 14.17% 14.33% 15.23%

ROCE 28.87% 22.07% 19.58% 19.15% 20.70% 22.37%

Source: Dalal & Broacha Research
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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 INH000001246 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 of 1% or more 
securities of the subject company at the end of the month immediately preceding the date of 
publication of Research Report: 

No 

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No 
Whether the research Analyst has served as officer, director or employee of the subject 
company 

No 

Whether the Research Analyst has received any compensation from the subject company in 
the past twelve months 

No 

Whether the Research Analyst has managed or co‐managed public offering of securities for the 
subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation for investment banking or 
merchant banking or brokerage services from the subject company in the past twelve months 

No 

Whether the Research Analyst has 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 

No 

Whether the Research Analyst has received any compensation or other benefits from the 
subject company or third party in connection with the research report 

No 
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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, 2287 6173  |    E-mail: equity.research@dalal-broacha.com 
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