Aditya Birla Money Ltd.

ADITYA BIRLA
N CAPITAL

STOCKS & SECURITIES

LEVERAGING AEROSPACE EXPERTISE INTO CONSUMER BUSINESS

Aequs Ltd. is the only precision component manufacturer operating within a single special
economic zone in India to offer fully vertically integrated manufacturing capabilities in the
Aerospace Segment having one of the largest portfolios of products as of March 2025. The
company has produced over 5,000 products within the Aerospace Segment under a variety of
manufacturing and assembly programs established with their aerospace customers, including
programs for single-aisle (such as A220, A320, B737) and long-range (A330, A350, B777, B787)
commercial aircraft. Leveraging the precision engineering capabilities, the company has also
ventured into consumer durables & consumer electronics manufacturing business.

Manufacturing muscle across SEZ with international footprint

The company operates 3 vertically integrated facilities within single SEZ in India. These comprise
of a 1,231,721 sq. ft. of precision component manufacturing facility for the Aerospace Segment
located in a SEZ in Belagavi, Karnataka, a 299,957 sq. ft. of consumer electronics and consumer
durables products manufacturing facility located in Hubballi, Karnataka and 554,138 sq. ft. of
plastics manufacturing facility located in Koppal, Karnataka. It also operates 2 dedicated
precision component manufacturing facilities for the Aerospace Segment in Cholet (France) and
Paris, Texas (the U.S.). Within these, the company operates ~200 CNC machines & ~161 moulding
machines, while the CNC machines are fungible across segments the moulding machines are
dedicated to the consumer segment. The blended capacity utilization currently stands at ~44%
(Aerospace 65-70%, Consumer ~20%).

Marquee clientele & significant partnerships

In aerospace segment, the company has long standing relationships with global customers like
Airbus, Bombardier, Mubea Aerostructures, Honeywell, GKN Aerospace, Collins Aerospace,
Spirit Aerosystems, Safran, Boeing, etc. while in the consumer segment, client companies include
Hasbro, Spinmaster, Wonderchef & Tramontina. The company has also entered joint ventures
to enhance its capabilities to develop new products and deliver engineering solutions by
producing niche products required by its customers. Some key JVs are mentioned below:

1. SQuUAD Forging India Pvt Ltd (“SQUAD”)- enhanced capabilities to, among others, forge
small- to medium-sized aerostructural parts for engines, landing gear, and braking
system components in aluminium, steel, titanium, or nickel-based alloys.

2. Magellan Aerospace Ltd, Canada (2007) & Aerospace Processing India Pvt Ltd (“AP1”)-
innovative surface treatment solutions.

3. Tramontina, Aequs Cookware Pvt Ltd.- technical capabilities to develop innovative
consumer products.

Established in aerospace, consumer segment at inflection point

The company has been consistently profitable in aerospace segment with EBITDA margins at
~25% (as of H1FY26) while consumer segment remains loss making. The asset turns for the
segments is expected to be at 2x for aerospace & 1.7-1.8x for consumer. For ~70-90% of
aerospace parts that the company supplied, it is the sole supplier of those parts. The company
maintains 15 yr of association with Airbus, 9 yr with Safran & 9 yr with Boeing, strongly reflecting
its capability & trustworthiness in a high entry barrier clientele. The company has won the
‘Ramp-up Champion Award’ for outstanding contribution to the Airbus ramp-up at the Airbus
Global Supplier Conference 2024. The company sees significant potential in the consumer
segment going forward and has invested in capacity building and expects it to reward in
upcoming years. As of H1FY26, the consumer segment contributes to ~12% of company’s
topline.

Risks- 1) The company’s contracts with OEMs are typically requirement-based contracts, which
do not obligate their customers to place a fixed quantity of orders with them within a fixed time
frame, and any termination of such contracts or a decline in the production requirements of any
of their customers may adversely affect their business. 2) Failure to maintain or improve capacity
utilizations may adversely affect business results. 3) Client concentration risk as top 10
customers contribute to ~82% of revenues as of H1FY26. 4) Geographical/ Regional risk as all the
manufacturing facilities are located in the state of Karnataka.
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Offer Details- Total issue size of £921.81 cr. of which X670 cr. is fresh issue & 251.81 cr. of OFS.
The objects of the issue are 1) payment of loans of ~X433 cr. 2) Funding acpex of ~X64 cr. 3)

Funding of inorganic growth.

Opinion- At the upper price band, the IPO is valued at 79x EV/EBITDA on FY26 annualized EBITDA
basis. We see these valuations to be at premium to listed comparable peers like Dynamatic Tech
& Aazad Engineering. However, considering the company’s breadth of offering in the aerospace
segment along with clientele & the opportunity in the consumer electronics & consumer
durables segment, we expect significant growth in mid to long term. We recommend
‘SUBSCRIBE FOR LONG-TERM’ to the issue.

Financials-
Particulars FY23
Aerospace Revenue 585
Consumer Revenue 227
Total Revenue 812
Aerospace EBITDA 83
Aerospace EBITDA margin (%) 14.2%
Consumer EBITDA -16
Consumer EBITDA margin (%) -6.9%
Total EBITDA 68
Net profit/ (Loss) -109
ROCE (%) -3.7%
ROE (%) -40.7%
Net Debt to Equity (x) 2.54
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FY24
757
208
965
174
23.0%
-16
-7.5%
159
-14
2.8%
-1.5%

0.55

H1FY25

395
64
459
87
22.1%
-19
-29.7%
68
-72
0.7%
-9.7%
0.86

FY25
825
100
925
160
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-29
-28.7%
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0.9%
-14.3%

0.99

H1FY26

474
63
537
117
24.7%
-15
-23.9%
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-17
1.8%
-2.1%
0.98
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Disclaimer:
I, Ninad Sarpotdar, hereby certify that the views expressed in this research report reflect our views about the subject securities.

Further, | confirm that | have not served, as an officer, director, or employee of the companies mentioned in this report. Neither | nor ABML have been engaged
in market-making activities in the subject company. Artificial intelligence (Al) tools have not been used in the preparation of this research report.

Aditya Birla Money Limited is also engaged in the business of offering stock broking and depository services through its affiliations with Stock Exchanges,
Depositories. It also offers Portfolio Management Services. Aditya Birla Money Limited is registered with Insurance Regulatory Development Authority of India
Limited (IRDAI) as a Composite Corporate Agent. Securities Broking is through Aditya Birla Money Limited.

This report is not intended for distribution to, or use by, any individual or entity that is a citizen, resident, or located in any jurisdiction—whether locality, state, or
country—where such distribution, publication, availability, or use would violate applicable laws or regulations, or would subject Aditya Birla Money Limited and
its affiliates to any registration or licensing obligations within that jurisdiction. The securities mentioned herein may not be eligible for sale in all jurisdictions or to
certain categories of investors. Recipients of this document are responsible for ensuring they comply with all relevant restrictions and regulations.

This report is compiled from publicly available data and sources considered reliable. However, ABML has not independently verified the information, and its
accuracy or completeness is not guaranteed. The report is intended solely for informational purposes and should not be construed as an offer or solicitation to
buy, sell, or subscribe to any securities or financial instruments.

Although distributed simultaneously to all clients, delivery times may vary. Receipt of this report does not establish a client relationship with ABML. The content
herein does not constitute investment, legal, accounting, or tax advice, nor does it imply suitability for any specific investor.

Investors should assess the relevance of any securities or strategies discussed in this report based on their own financial goals and risk tolerance. Independent
judgment and evaluation of risks are essential before making investment decisions. Market conditions, interest rates, and currency fluctuations may affect
investment value and returns. This may not be taken in substitution for the exercise of independent judgment by any recipient.

ABML disclaims any liability for losses arising from the use of this report. Past performance is not indicative of future results. Investors are advised to review the
Risk Disclosure Document to understand the risks involved. Forward-looking statements are subject to change and may differ from actual outcomes. ABML may
have issued other reports that are inconsistent with, and may reach different conclusions from, the information contained in this report.

ABML or its associates are engaged in various financial services businesses and as such may, from time to time, own 1% or more of the equity securities of the
company mentioned in the report or hold interests or positions or might have other material conflict of interest in the securities of the company(ies) mentioned
in this report, or may engage in transactions involving such securities, or have other interests related to the recommendations, information, or opinions presented.
During the twelve months preceding the publication of this report, Aditya Birla Money Limited or its associates may have received compensation from the
companies mentioned herein for services including, but not limited to, managing or co-managing public offerings, corporate finance, investment banking, merchant
banking, brokerage services, or advisory services related to mergers or specific transactions. Additionally, Aditya Birla Money Limited or its associates may have
received compensation for products or services unrelated to investment banking, merchant banking, or brokerage services from these companies.

Research Analysts or their relatives 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
proceeding the publication of the research report. Neither the Research Analysts nor their relatives have any material conflict of interest at the time of publication
of this report. The Research Analysts involved in this report have not received any compensation or benefits from the companies mentioned in this report or from
any third party in connection with its preparation. At the time of publication, neither Aditya Birla Money Limited nor the Research Analysts, including their
immediate relatives, have any material conflict of interest.

No material disciplinary action has been taken against ABML by any regulatory authority in relation to equity research activities during the past one year.
Aditya Birla Money Limited is committed to maintaining independence in the preparation of research reports and takes necessary steps to avoid conflicts of
interest. Aditya Birla Money Limited also follows a strict employee trading policy that governs the personal trading activities of its Research Analysts. Furthermore,

the compensation of Research Analysts is not linked, directly or indirectly, to any specific investment banking, merchant banking, or brokerage transactions.

Name of the Compliance officer: Mr. Murali Krishnan L R: 044-49490014 E-mail Address: abm-chn.compliance@adityabirlacapital.com. For any queries or
grievances: Mr. Sathish Kumar Email address: care.stocksandsecurities@adityabirlacapital.com Contact Number: 18002707000.

SEBI Registration No. NSE/BSE/MCX/NCDEX: INZ000172636; NSDL /CDSL: IN-DP-17-2015. PMS - INP 000003757, Research Analyst -INHO00002145; Corporate
Agent IRDAI Reg No CA0864. Investments in securities market are subject to market risks, read all the related documents carefully before investing.
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