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Investment Thesis

Stock Data

* EV push to be the growth driver for SONA: Sona BLW Precision Forgings Ltd. (SONA) Market Cap (Rs. Crs) 32,549
generated 48% of its revenues from EV supplies (Battery EVs at 26% and micro-hybrid ¢
/ hybrid at 22%) in Q1FY24. The order book stands strong at 22,000 Cr. (8.2x of FY23 Market Cap ($ Mn) 3,933.65
revenue). In the first quarter of FY24, 78% of the order book is aftributed to EVs. The
company has expanded its EV powertrain capabiliies by developing the Shares O/S (in Mn) 585.41
Electronically Locking Differential (EDL) and secure an order for an electric SUV of a
Global EV OEM. Additionally, SONA has also entered the Electric Commercial Vehicle Avg. Volume (3 month) 3,74,049
(e-CV) space. Domestically, EV preference among consumers expected to remains 52-Week Range (Rs.) 607/ 398
strong and we beleive it to grow further, specifically in e-2W which will boost

company'’s sales.

Recent business development: In May 2023, SONA has inked a technology license
agreement with Equipmake, a UK-based technology company. Under this
agreement, Equipmake will license certain patented spoke motor and inverter

Shareholding Pattern

technology to SONA for manufacturing and sale of EV Powertrains, subsystems, and Promoters 29.76%

components for electric cars, buses, CV and OHV. Flls 31.68%
» SONA capturing market opportunity in Autonomous space: SONA forayed info

Advanced Driver Assistance Systems (ADAS) sensors market with an agreement to Institutions 28.20%

acquire a 54% equity stake in NOVELIC, a Serbia based company and a leading .

provider of mmWave radar sensors used in like Automatic Emergency Braking, Others (incl. body corporate) 10.36%

Adaptive Cruise Control, Cross-Traffic Alert and Blind Spot Monitoring. According to
Mckinsey report, by CY30, the ADAS sensor market will grow to $ 43 billion, dominated
by radar sensors, which will contribute $14 billion.

Expanding product porifolio: SONA is one of the leading manufacturers of traction
motors due to its portfolio of high efficiency/torque density motors across BLDC and
PMSM motors. SONA, currently, has an installed capacity of ~250K unifs p.a. for hub
motors and ~75-100K units p.a. for PMSM motors at its Chennai plant. In FY23, SONA
announced an order win of ¥ 400 Cr. schedule to deliver by FY25 for the PAS-IMCM.
SONA, a supplier of EV traction motors for TVS and Ampere, reached 100K capacity ROE
in August and plans to expand its capacity at its Chennai plant.

Increasing Market share Globally: SONA has increased its global market share of
differential gears and starter motors to 7.2% and 4.1%, respectively in CY22 from 5.0%
and 3.0%, respectively in CY20. As part of the strategy, SONA intends to penetrate the
European market by supplying differential assemblies and differential gears.

o Growth CAPEX: Over the next three years, SONA is anficipating a significant growth in

Div Yield 0.5%

TTM PE 74.4x

18.3%

TTM EPS (Rs.) 7.38/-

Stock Performance

its traction motors business, which it expects to surpass the starter motor business. To Performance (%) M 6M 1Yr
accommodate this expansion, SONA is currently increasing its capacity for traction
. . . - - 9.4 25.4 3.2
motors from 400,000 to 600,000 and investing approximately %1 billion to establish a ABSOLUTE 6.2
capacity of 500,000 for PCB in Chennai. NIFTYAUTO 7.4 10.8 (21.6)
Financials 250
* SONA consolidated revenue for Q1FY24 was at % 732.17 Cr. grew by 24.3% on a YoY 200
basis and moderated by 1.6% on a QoQ basis. Moderation in revenue on QoQ basis
is due to e-2W industry facing issues around the FAME-II subsidy cut. 150
Particulars FY20 FY21 FY22 FY23 FY24E 100
Revenue (Rsin Crs) 1,037.98 1,566.30 | 2,130.64 | 2,675.60 | 3,558.55 50
EBITDA (Rs in Crs) 242.29 441.02 559.1 695.81 960.81 0
PAT (Rsin Crs) 365.29 215.16 361.54 39530 | 9587.72 S S NN BN N
o f= o0 ° o e} a [=4 oo ° g e} E. j=4
Adij. EPS (Rs.) 6.37 3.76 6.19 6.75 10.04 2 208 &£ 2232 0 8 ¢ g2
PE Multiple () N/A N/A 109.77 61.18 67.80 —_—ONaA e NIFTYAUTO
RoE (%) 53.34 16.88 21.49 18.47 20.42




» SONA has recorded highest ever EBITDA for the quarter at % 203.4 Cr., grew by 42.7%

Yo / ~1% QoQ. Graphs & Charts
« EBITDA margin expanded by 359 bps YoY / 70 bps QoQ to 27.78% in Q1FY24. Growth Figure 1: Net Sales Trend (Rs. Crs)
in margin was driven by product mix as well as operating leverage. Consequently, PAT
camein at X112 Cr., up 47.7% YoY. 3000 -

» On full-year basis, in FY23, SONA revenue from operations grew by 25.58% YoY to %
2675.6 Cr. whereas EBITDA was at % 695.8 Cr., up by 24.5% YoY and margins were at
26.01%. PAT came in af * 395.3 Cr., up by 9.34% with EPS pegged at % 6.8/share. 2000 -

» Management expects its EBITDA margin to remain in a range of 25% to 27% over the

2500 -

medium term on annual basis. 1500 1
. o . 1000
Key Business Highlights . . _
o SONA BLW Precision Forgings Ltd. (SONA) is an esteemed automotive technology 500 _j § f E,
company that specializes in crafting precision forged automotive components for 0 -
global and domestic OEMs. Its extensive product range comprises of differential Mar-19 Mar-20 Mar-21 Mar-22 Mar-23

assemblies, differential gears, starter motors, BSG systems and EV traction motors. It
caters to a diverse variety of vehicles, ranging from passenger vehicles, commercial
vehicles and off-highway vehicles to electric vehicles, e-LCV, and e-2W & e-3W. It has
9 manufacturing facilities across India, the USA, Mexico, and China.

SONA is fruly a global player with a vast geographical presence across the key

Figure 2: EBITDA & EBITDA Margin Trend

markets of North America (43%), India (28%), Europe (23%), Asia (excluding India) (5%) 1000 - - 50%
and Rest of World (1%). 38.51%

» Despite orders being executed, the company's order book remains stable. SONA has 800 ~ 26.01% | 40%
recently bagged four new orders worth Z13bn, increasing the total order book to 600 4 28.16%  26.24% L 309%
%220bn. It's worth mentioning that three of these new orders are related to EVs.

o In Q4FY23, SONA received a new order from a North American-based OEM of CVs, 400 -+ 23.34% - 20%
amounting to ¥ 500 Cr. The production for this order is set to commence in Q4FY24. 200 4 ~ _ L 10%
Additionally, in Q1FY24, SONA has been awarded another order from the same E Si
customer, valued atf X 405 Cr. The production for this order is expected fo begin in 0 - - 0%

Q4FY25. Mar-19 Mar-20 Mar-21 Mar-22 Mar-23
SONA generated a robust net cash from operations of ¥ 534.7 Cr. in FY23, as well as %
199.6 Cr. in free cash flow, which was used for whole capex of  335.1 Cr. in FY23. The
management has also projected a capex of  1,000-1100 Cr. for the next three years.
At present, no single customer accounts for over 20% of revenue. Moving forward,
SONA aims to decrease this percentage to 15% in order to mitigate customer
concentration.

Valuation

SONA currently trades at 74.4x / 42.3x of trailing PE / EBITDA multiple as against its median
PE / EBITDA multiple of 93.1x / 55.0x. We expect revenue to grow by more than 30%,
while the EBITDA margin remain stable for FY24E which would franslate to healthy EBITDA
growth. Manufacturing excellence, execution prowess and bright prospects from the
EV fransition provide us the confidence that SONA will be a ideal pick for wealth
generation.

s EBITDA == EBITDA Margin (%)

Figure 3: Product-wise Revenue (Q1FY24)
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We ascribe a BUY rating on SONA with a target price of % 680, a upside of 22%+.

Risk & Concern

 Demand for starter motors decline due to rise in demand for EVs. However, company
is de-risking its portfolio by focusing on traction motors.

« Increasing competitiveness in Cold & Warm forging may impact SONA. Figure 4: Vehicle-wise Revenue (Q1FY24)

o Cut in subsidy under the FAME scheme for e-2W may impact revenue of SONA.

Others

= Passenger Vehicle

= Commercial Vehicle

= Off-Highway Vehicle

e2W / e-3W




Ndme Designqﬁon Omkar L||adhar D\gr:ia!:asrlgnedhyomkam\aﬂhav

Ka
DN: cn=Omkar Liladhar Kamtekar c=IN

Omkar Kamtekar Research Analyst Kamtekar

Reason: | am the author of this document
Location:
Date: 2023-08-07 12:24+05:30

Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of interest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
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Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that information given at the fime believed to be fair and
correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the atftention of the sender. Preparation of this research report does not constitute a personal
recommendation or take info account the particular investment objectives, financial situations, or needs of individual clients. Past
performance is not a guide for future performance. This Report has been prepared on the basis of publicly available information,
internally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only
base for any market transaction; however this data is representation of one of the support document among other market risk criterion.
The market participant can have an idea of risk involved to use this information as the only source for any market related activity. The
distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes, should observe,
any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively to improve & enhance the
fransparency and should not be treated as endorsement of the views expressed in the analysis. The price and value of the investments
referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd orits directors, employees, affiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable,
none of the directors, employees, affiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in time
horizons for which recommendations are made. Research entity has not been engaged in market making activity for the subject
company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the Subject Company or third party in connection with the research report.
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