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Company Background

Steelcast is a steel and alloy casting manufacturer supplying to global mining and earthmoving OEMs such as Caterpillar
and JCB, as well as heavy engineering companies including BEML and Kurimoto. The company manufactures a wide range
of castings ranging from 5 kg to 2.5 tonnes across three manufacturing facilities with a combined annual capacity of 29,000
tonnes. This is supported by a well-equipped machine shop with 31 CNC machines, enabling Steelcast to offer value-added,
precision-engineered solutions to its customers.

What We Think

We believe Steelcast is entering a value-creation phase and is well positioned to generate significant alpha over the medium
to long term. Strong end-market demand, an expanding pipeline of new products, surplus manufacturing capacity that
curtails near-term capex, a net cash position, and strong free cash flow visibility over the next three years collectively
underpin this conviction.

Why We Think So
Large Opportunity Size

Steelcast currently represents a small share of the overall sourcing requirements of large global OEMs such as Caterpillar
and JCB, providing substantial headroom for growth. The company has consistently expanded its product portfolio,
increasing the number of components from 142 five years ago to 298 currently, thereby deepening its relevance within
customers’ supply chains. This has supported steady growth historically and is expected to continue, driven by a strong
demand outlook, increasing wallet share with existing customers, and the onboarding of new programs.

Calibrated Expansion Strategy

In FY13-14, the company undertook a significant capacity expansion, increasing installed capacity from 13,000 tonnes to
29,000 tonnes, supported by a favorable demand outlook from a large customer. However, a subsequent slowdown in end
markets resulted in underutilization of the expanded capacity, leading to financial stress. Drawing on this experience,
management has recalibrated its strategy by diversifying the customer base, broadening the product mix, and adopting a
disciplined, phased approach to capacity additions. Current utilization in FY25 stands at 43.3%, with volumes of 12,564
tonnes, providing ample headroom for growth and limiting any near-term capex requirements. With existing capacity
expected to reach near-peak utilization by the end of FY28, the company plans to establish a new greenfield facility in a
calibrated, phased manner thereafter.

Strong Cost Controls Driving Margins

Steelcast has meaningfully reduced its cost base and extracted efficiency gains across its operations through a combination
of tighter cost controls and process improvements. Alongside these internal initiatives, a favourable exchange-rate
environment, particularly the depreciation of the rupee, has further supported margin expansion. Combined with operating
leverage from rising utilization and a progressively richer product mix, the company’s profitability profile has materially
improved. While current EBITDA margins of 28-29% reflect peak utilization benefits, management expects margins to settle
at a structurally higher and sustainable range of 25—-26% over the medium term as growth accelerates.

Strong Balance Sheet and Returns

Steelcast maintains a healthy net cash position of ~Rs. 100 crore, providing financial flexibility and downside protection. The
company generates strong operating cash flows, delivers ROCE above 30%, and has no immediate large capex
requirements.
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The stock trades at ~24x TTM earnings, reflecting recent concerns around the US, a key export market. Near-term
performance may remain muted over the next two quarters due to duty-related adjustments, but these appear cyclical and
temporary. With a potential trade deal, improving export visibility, continued product additions, and strong medium- to long-
term growth prospects, the current correction offers an attractive entry point. Based on 22x FY27E EPS, we arrive at a target
price of 250 Rs., reinforcing Steelcast’'s compelling risk—reward profile and buy recommendation for medium- to long-term

investors.
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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.

Dé&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.

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.
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