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AXISCADES Engineering Technologies has reported Consolidated revenue
for Q3FY21 at INR 1,255 mn, registering -25.4% YoY/-12.3QoQ decline.
Reported EBITDA stood at INR 176 mn against INR 250 mn in Q3FY20.
On a sequential basis EBITDA saw a de-growth of -0.4%. EBITDA margin
expanded +169bps QoQ/-77 bps YoY to 14.1%, against 14.8% in Q3FY20.
The Consolidated PAT for the quarter stood at INR 55 mn, against loss of
-155 mn in Q3FY20. The Company has delivered significant improvement
in PAT. The company has reported EPS of INR.1.45 for the Q3FY21, 2020
as compared to INR.2.2 for theQ3FY20 and (-4.1 in Q2FY21).

Q3FY21 Highlights

* Management is expecting double-digit EBITDA Margin growth by
FY22.

* Traction largely depends on Aerospace and it will improve over 12-18
months because flights resume and that will be the challenge.

* In defense, there is a lot of potential as many more tender and order
participating and government pushes.

* In segment Engineering design services stood at INR 876 mn
registering -34% YoY/-5% QoQ.

* In Strategic technology solutions stood at INR 379 mn registering 6%
YoY/-25% QoQ.

Outlook & Valuation

We expect that AxisCades Engineering will keep on adding several multi-
million dollar contracts in the future as well as its engagements in the
defense sector and also management expecting double digit margin
growth by FY22.

At CMP of INR 50, AXISCADES Engineering Technologies Ltd., is trading at
FY23 P/E of 7x. We reduce our FY21E/FY22E PAT estimates as the world
continues to face an unprecedented situation due to the COVID-19
pandemic. The aviation sector has been particularly hard hit globally,
including India due to evolving situation and uncertain economic impact
of the pandemic. While On the defense side of the industry, the situation
appears less dire, with demand protected by budgeted government
spending and a supply chain with minimal exposure.

We value the stock on a P/E (x) multiple of 8x its FY23E earnings, which

yields a target price of INR 57 per share. We assign Accumulate rating
from Buy earlier on AXISCADES.

Particulars (INR

mn) FY19 FY20 FY21E FY22E FY23E|
Net Sales 6,077 6,729 6,317 6,633 6,965
EBITDA 119 917 694 729 765
PAT -71 301 207 218 268
EPS (per share) -2.0 8.0 5.5 5.8 7.2
ROE -2.7% 9.6% 9.6% 9.5% 9.5%
P/E -33.5 6.2 9.0 8.5 7.0

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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_Engineering Technologies Ltd.

Q3 FY21 - Quarterly Performance (Consolidated) (in INR Mn)
Particulars (INR Mn) Q3FY21 Q3FY20 Q2FY21 Q-0-Q Y-0-Y
Net Revenue 1,255 1,683 1,431 -12.3% -25.4%
Raw Material Cost 201 184 383 -47.6% 9.1%
Employee cost 657 951 637 3.1% -30.9%
Other Expenses 221 299 234 -5.6% -26.1%
EBITDA 176 250 177 -0.4% -29.3%
EBITDA margin % 14.1% 14.8% 12.4% 169bps -77bpj
Other Income 30 23 41 -26.5% 30.5%
Depreciation 60 70 72 -16.6% -14.3%
EBIT 147 203 146 0.3% -27.7%
Finance cost 52 79 60 -12.2% -33.4%
Exceptional Iltem - - -210
PBT 94 124 -123  -176.7% -24.2%
Tax Expense 40 42 32 22.8% -6.0%
Effective tax rate % 42.0% 33.9% -26.2%

PAT 55 82 -155( -135.3% -33.4%
MI & Associates -1 -1 -1 - .
Consolidated PAT 56 82 -154  -136.2% -31.6%
PAT margin % 4.4% 4.9% -10.8%  1521bps -52bps|
EPS (INR) 1.48 2.2 -4.1
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Key Financials

Income Statement Balance Sheet

Y/E March (INR Mn) FY19 FY20 FY21E FY22E
Y/E March (INR Mn) FY19 FY20 FY21E FY22E
Sources of Funds
Share Capital 189 189 189 189 189
Revenues 6,077 6,729 6,317 6,633 6,965 |Reserves & Surplus 2,658 2,962 1,983 2,136 2,666
hange (%) 17.1% 10.7%  -50%  50% 509 [NetWorth 2,847 3,151 2,172 2,325  2,85§
Raw materials 045 1026 948 995 1,04y [oanFunds e
Deferred Tax & other
Stock Adjustments 0 0 0 0 QA |iabilities 973 630 630 630 630
Capital Employed 5,172 5,197 4,248 4,497 4,978
mployee costs 3,501 3,612 3,608 3,788  3,97¢ (Application of Funds
B 2 2 2,2 2
Other expenses 1512 1175 1068 1121 1174 [0rossBlock 3,748 2686 2,486 2285 2,083
Less: Accumulated
otal Expenses 5958 5812 5623 5904 6,200 |Depreciation 489 816 1,041 1,213 1,559
BITDA 119 917 694 729 765 [Net Block 3,259 1,870 1,445 1,072 524
Other Income 90 76 114 93 98 cwip 6 6 6 6 6
Other non current
Depreciation 197 327 269 249 229 ssets 446 494 494 494 494
nterest 236 283 252 270 261 [Deferred tax assets 255 301 301 301 301
PBT 224 382 287 303 373 et fixed assets 3,966 2,671 2,246 1,872 1,325
. nvestments 299 344 344 344 344
xtra-ordinary -145 0 0 0 1 [pebtors 1,529 1664 1,731 1,835 1,927
PBT after ext-ord. -78 382 287 303 3721 |Iinventories 202 196 221 234 249
ax 7 81 80 85 104 ash & bank balance 583 702 873 1,511 2,573
_ . . . ) . ) Loans & advances &
ate (%) 9.2% 21.2% 28.0% 28.0% 28.0%4 ther CA 998 1,306 1,038 1,109 1,183
PAT -71 301 207 218 26 otal current assets 3,312 3,868 3,863 4,689 5,933
| & Associates 5 2 2 2 urrent liabilities 3,876 3,184 3,704 3,907 4,122
. Provisions 189 179 179 179 179
Snolidate dIRAT 77 203 209 221 z et current assets -753 505 -20 603 1,632
I hange (%) -7.0% 494.7% -31.2% 5.9% 22.8% otal Assets 5,172 5,197 4,248 4,497 4,978
Cash Flow Statement Key Ratios
Y/E March (INR Mn) FY19  FY20 FY21E  FY22E  FY23EQly/E March (INR Mn) FY19  FY20  FY21E
S |
‘:precla&'ort'h o o8 " 9 red [CEPS 3.2 16.7 12.6 12.4 13.2
nteres others
BVPS 75.3 83.4 57.5 61.5 75.9
Cash flow before WC
changes 259 918 696 731 767 [PPS 0.0 0.0 0.0 0.0 00
. . Payout (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Inc)/dec in working .
capital 378 -1,140 696 16 3¢ [Valuation (x)
Operating CF after WC P/E -33.5 6.2 9.0 8.5 7.0
changes 637 -221 1,392 747 803 [P/CEPS 21.3 3.0 4.0 4.0 3.8
Less: Taxes 7 -81 -80 -85 -104 [|p/BV 0.9 0.6 0.9 0.8 0.7
Operating cash flow 645 -302 1,312 662 699 [EV/EBITDA 23.1 2.9 3.7 2.8 1.2
Inc)/decin F.A+ CWIP 20 1,278 200 201 202 [Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Pur)/sale of investment -237 -44 0 0 d [Return Ratio (%)
Cash flow from EBIDTA Margin 2.0% 13.6%  11.0%  11.0%  11.0%
(7253 217 1,233 200 201 203 o)1 pargin 13%  45%  33%  33%  3.9%
Free ca?h flow (F(;F) 839 1,088 1,512 863 901} ROE 2.7% 9.6% 9.6% 9.5% 9.5
Loan raised/(repaid) 6 93 S0 S0 5 Roce 5%  113%  100% 107%  10.8%
Equity ralsedh 0 0 0 0 0 everage Ratio (%)
I;\.tégestd& others —40(1) —332 —1,29(; —17§ 212 otal D/E 05 04 0.6 06 05
vigen Net D/E 0.3 0.2 0.2 0.0 0.4
Cash flow from i
financing activities -464 -429 -1,340 -226 162 [Turnover Ratios
Net inc /(dec) in cash -36 120 172 638 1,062 [AssetTurnover (x) 12 13 15 15 14
Opening balance of Inventory Days 78 70 85 86 87
cash 619 583 702 873 1,511 [Receivable Days 92 90 100 101 10
Closing balance of cash 583 702 873 1,511 2,573 [Payable days 244 182 214 215 216

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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