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Broadening horizons, defence to led the growth charge...

About stock: Bharat Forge (BFL) is India’s leading auto component player with
strong engineering, technological competencies in forging and metallurgy. Its
products find application in domestic, exports markets across PV, CV, oil & gas,
construction & mining, power, defence, etc.

e FY25 standalone segment mix — ~26% CV, ~64% Industrial, ~10% PV

e FY25 standalone export mix - ~70% America, ~24% Europe, ~6% other

Q4FY25 Result: Standalone revenues for the quarter came in atX 2,163 crore
down 7.1% YoY, despite a 9% growth in tonnage at 67,309 tonnes. Standalone
EBITDA in Q4FY25 stood at X 617 crore, with consequent margins placed at 28.5%,
down 59 bps QoQ. Reported standalone PAT stood at X 345 crore, down 11.3% YoY.

Investment Rationale

e Base auto business to consolidate amidst macro uncertainty: Bharat
Forge is a leading forging player domestically manufacturing components
with application in Automotive sector (Steel and aluminium forgings for CV
and PV space) and Industrial sectors such as Oil & Gas, Renewables,
Aerospace and Defence among others. Its traditional business of supplying
forging components to automotive space is witnessing growth challenges
on the export as well as domestic front amidst global macro uncertainty
(US tariff led) and tapering of OEM volume growth domestically. With major
economies working towards ironing out of these economic issues, we
expect its traditional auto exposure business to consolidate in the near term
and even bake in a decline in exports from India in FY26E. The company
however could benefit from these inward-looking policies from western
countries given its manufacturing presence in these countries, however
structural call is difficult to take on this given the negotiations underway.
We expect this business to return to its normalise run-rate starting FY27E.

e Defence and aerospace emerging as high-growth, strategic pillars:
Bharat Forge is rapidly transforming into a key defence manufacturing
player, with the segment contributing ~X1,700 crore in FY25 revenue (~11%
of consolidated sales). The company has a robust ~X9,400 crore order book,
including the prestigious 3,417 crore ATAGS order with execution starting
Q4FY26. Export-driven momentum in Kalyani Strategic Systems, along
with a growing pipeline of domestic and international orders, positions
defence as a multi-year growth engine for Bharat forge. Simultaneously,
aerospace exports have scaled 4x in five years and now account for ~15%
of industrial exports. Both segments offer long-gestation, high-margin
visibility backed by structural policy support and rising localization.

Rating and Target Price

e  With stock correcting ~40% from its peak and with a robust order book and
expanding presence in defence, aerospace, and electronics, Bharat Forge
remains well-positioned for long-term value creation. We assign BUY rating
on the stock and value it at ¥ 1,385 i.e. 33x P/E on FY27E EPS.

Key Financial Summary

Key Financials 5 year CAGR 2 year CAGR
X crore) FY21 FY22 FY23 FY24 FY25P (FY20-25P) FY26E FY27E (FY25P-27E)
Net Sales 6,336 10,461 12,910 15,682 15,123 14.3% 16,804 20,073 15.2%
EBITDA 862 2,016 1,768 2,558 2,694 18.1% 2,974 3,870 19.9%
EBITDA Margins (%) 13.6 19.3 13.7 16.3 17.8 17.7 19.3
Net Profit (127) 1,077 508 910 913 21.2% 1,306 2,004 48.1%
EPS R) (2.7) 23.1 10.9 19.6 19.1 27.3 41.9
P/E (421.4) 49.7 105.3 58.8 60.2 42.1 27.4
RoNW (%) (125.9) 15.2 8.0 12.8 11.0 13.0 17.7
RoCE (%) 2.2 9.6 6.8 10.9 11.1 12.1 16.4
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Recent Event & Key risks

e Reports standalone margins at
28.5%. Topline decline by 7% YoY

e Key Risk: (i)
anticipated growth in new

slower than

business verticals (i) adverse
metal prices impacting margins
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Key Takeaways of Recent Quarter

Q3FY25 Earnings Conference Call Highlights:

Order Book and Business Wins: In FY25, Bharat Forge secured new
business wins worth 6,959 crore. Of this, approximately X5,000 crore came
from the Defence sector, 1,685 crore from standalone domestic operations,
and X245 crore from JS Auto (JSA). The management emphasized that these
wins span multiple customers, products, and geographies, furthering
business diversification. Notably, aerospace now comprises 15% of
industrial exports and has grown 4x in five years.

Capex and Investments: Capex for Indian operations stood at X750 crore in
FY25. For FY26, total capex (standalone and consolidated) is estimated to
be around X500 crore. Overseas capex requirements are expected to be
minimal, with greenfield projects in North America now completed. The U.S.
aluminium plant is nearing completion of Phase 2, which will double output
capacity. Phase 1 currently operates at 60-65% utilization. Steel capacity in
the U.S. is also ramping up in parallel.

Overseas Operations and Restructuring: U.S. operations turned profitable
this quarter with a positive EBITDA of X4 crore, a significant milestone. For
FY25, U.S. EBITDA loss narrowed to X47 crore. European aluminium
operations, though stable, were impacted by weak economic conditions and
ran at 60-65% utilization. European operations generated X96 crore EBITDA
for the year. Management noted that raw material costs in the U.S. are
locally sourced and largely immune to global tariffs, with pass-through
mechanisms built into customer contracts.

Defence and Aerospace Outlook: Defence remains a key growth engine.
FY25 consolidated defence revenue was approximately 1,700 crore, with
Kalyani Strategic Systems contributing X1,567 crore, largely from exports.
Management guided for 15-20% growth in defence revenue in FY26. A new
dedicated aerospace forging & machining facility is under construction,
backed by long-term customer commitments. Management expects
consistent annual growth, though quarter-to-quarter performance may be
lumpy in nature.

E-Mobility and Electronics Ventures: Bharat Forge's e-mobility business is
showing signs of maturity. The company expects meaningful revenue ramp-
up starting in FY26, with a move toward breakeven or profitability in the
second half of the year. Separately, Bharat Forge is entering the electronics
and server manufacturing space, leveraging its investment in KPTL's SMT
line. The government’s thrust on developing indigenous electronics capacity
presents a strategic opportunity. Commercial rollout is expected in H2 FY26.

U.S. Tariffs: The U.S. tariffs currently apply only to passenger vehicles and
products related to them, with uncertainty persisting around detailed
implementation. Bharat Forge is engaged in discussions with customers,
who have largely indicated willingness to absorb any incremental tariff
burden. Management mentioned a recently announced U.S. offset
mechanism for tariffs: a 25% tariff is in place, but OEMs are eligible for partial
refunds (15% in year 1 and 10% in year 2), mitigating near-term impact.

Class 8 Truck Cycle: On the Class 8 truck cycle, the company highlighted
that if there is no cost increase associated with upcoming EPA emissions
changes, the typical “pre-buy” and “post-buy” cycle distortion might be
avoided. Instead, the company anticipates two normal years in terms of
volume, though visibility is low due to prevailing tariff-related uncertainty.
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Strategic Outlook and M&A: Bharat
Forge has received CCl approval for its
acquisition of American Axle’s India
assets and expects to conclude the
transaction by June 2025. This move is
expected to strengthen the company’s
domestic automotive presence and
increase content per vehicle. Management
reiterated that the business is becoming
more diversified and resilient across

sectors and geographies.

JS Auto and Kalyani Strategic Systems
Performance: JS Auto (JSA) performed
well in Q4, with revenue of X200 crore and
EBITDA margins exceeding 15%. Kalyani
Strategic Systems remained export-
heavy, with most of its 1,567 crore
from international

revenue coming

contracts.
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Quarterly Result Analysis and Key Charts from PPT

Exhibit 1: Quarterly Variance Analysis
Q4FY25 Q4FY24 YoY (%) Q3FY25 QoQ (%) Comments
Topline came in muted tracking subdued demand

Total Operating Income 2,163 2,329 -7.1 2,096 3.2 in export markets
Raw Material Expenses 858 965 -11.1 840 2.1
Employee Expenses 154 150 53 158 o8 Employee Expense was on expected lines for the
quarter
Other Expenses 535 554 -3.5 488 9.7
EBITDA 617 659 -6.5 610 1.1
EBITDA Margin (%) 28.5 28.3 20bps 29.1 -59bps BIDTA margins were down by ~60bps QoQ
amid increase in other expenses
Depreciation 112.2 107.9 40 1104 1.7
Interest 58.8 63.4 -7.2 57.3 2.6
Other Income 48 38 25.9 31 53.2 Other income was on the higher side
PBT 473.4 512.7 -7.7 4727 0.2
Tax 127.8 123.1 39 126.6 1.0
o .
Reported PAT 3456 3897  -113 3461  -0.1 eported PAT was down by 11% YoY majorly
due to lower topline
Key Metrics
1 V)
Domestic revenues 931 1,051 -115 945 .15 Domestic revenues were down by 1.5% QoQ
tracking subdued demand in industrial segment
0,
Export revenues 1232 1,249 1.3 1,151 7.0 Dxport revenues grew by 7%, supported by

Aerospace business

Source: Company, ICICI Direct Research, (Standalone figures)

Exhibit 2: Bharat Forge — Export Business segmentation

. . <

Review of Export Business — FY25 BHARAT FORGE

KALYANI

Rs million
15,454
15,962 20,152 21,134
FY25 FY24
11,167 12,694
= Commercial Vehicles = Passenger Vehicles = Industrial w Commercial Vehicles = Passenger Vehicles = Industrial

Source: Company, ICICI Direct Research

Exhibit 3: Bharat Forge — Domestic Business segmentation

Review of Domestic Business — FY25 BHARAT FORGE @
KALYANI
Rs million
9,627 10,341
FY25 FY24
23,283 ' 3,622 S ' 2,997
w Commercial Vehicles w Passenger Vehicles = Industrial s Commercial Vehicles ® Passenger Vehicles ® Industrial

Source: Company, ICICI Direct Research
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Financial Summary (Consolidated)

(Year-end March) FY24 FY25P FY26E FY27E (Year-end March) FY24 FY25P FY26E FY27E
Total operating Income 15,682 15,123 16,804 20,073 Profit after Tax 910 913 1,306 2,004
Growth (%) 21.5 -3.6 11.1 19.5 Add: Depreciation & Interest 1,339 1,291 1,320 1,321
Raw Material Expenses 7,379 6,594 7,478 8,832 (Inc)/decin Current Assets -388 -288 -781 -1628
Employee Expenses 1,860 1,870 2,058 2,308 Inc/(dec) in CL and Provisions 441 117 336 792
Other expenses 3,885 3,965 4,293 5,062 CF from operating activities 2,303 2,034 2,181 2,488
Total Operating Expenditure 13,124 12,429 13,830 16,203 (Inc)/decin Investments 25 -327 350 200
EBITDA 2,558 2,694 2,974 3,870 (Inc)/decin Fixed Assets -1286 -1937 -1050 -750
Growth (%) 44.7 5.3 10.4 30.1 Others -83 342 -96 -159
Depreciation 848 874 958 1,004 CF from investing activities -1345 -1923 -796 -709
Interest 491 417 362 317 Issue/(Buy back) of Equity 0 0 0 0
Other Income 227 214 162 165 Inc/(dec) in loan funds 670 -1234 -500 -500
PBT 1,446 1,617 1,817 2,714 Dividend paid & dividend tax -372 -406 -502 -717
Others 5 -4 0 0 Inc/(dec) in Sec. premium 0 0 0 0
Total Tax 529 543 509 713 Others -605 1131 -362 -317
PAT 910 913 1,306 2,004 CF from financing activities (308) (509) (1,364) (1,535)
Growth (%) 79.0 0.3 43.0 53.4 Net Cash flow 650 -398 21 245
EPS R) 19.6 19.1 273 41.9 Opening Cash 1,040 1,690 1,291 1,312
Source: Company, ICICI Direct Research Closing Cash 1,690 1,291 1,3 12 1,557
Source: Company, ICICI Direct Research
(Year-end March) FY24 FY25P FY26E FY27E (Year-end March) FY24 FY25P FY26E FY27E
Liabilities Per share data (X)
Equity Capital 93 96 96 96 EPS 19.6 19.1 27.3 41.9
Reserve and Surplus 7,072 9,125 9,929 11,216 Cash EPS 37.8 37.4 47.4 62.9
Total Shareholders funds 7,165 9,221 10,025 11,311 BV 153.9 192.8 209.7 236.6
Total Debt 7,522 6,288 5,788 5,288 DPS 8.0 8.5 10.5 15.0
Deferred Tax Liability 169 120 120 120 Cash Per Share 58.3 55.3 48.4 49.3
Minority Interest / Others 876 726 746 766 Operating Ratios
Total Liabilities 15,732 16,354 16,678 17,485 EBITDA Margin (%) 16.3 17.8 17.7 19.3
Assets PBT / Net sales (%) 10.9 12.0 12.0 14.3
Gross Block 14,549 15,737 17,037 18,037 PAT Margin (%) 5.8 6.0 7.8 10.0
Less: Acc Depreciation 8,521 9,395 10,353 11,356 Inventory days 74.9 86.4 80.0 80.0
Net Block 6,028 6,342 6,685 6,681 Debtor days 73.7 70.0 75.0 75.0
Capital WIP 977 1,725 1,475 1,225 Creditor days 52.7 56.6 55.0 55.0
Total Fixed Assets 7,004 8,068 8,160 7,906 Return Ratios (%)
Investments 2,145 2,354 2,054 1,904 RoCE 10.9 11.1 12.1 16.4
Inventory 3,216 3,578 3,683 4,400 RoE 12.8 11.0 13.0 17.7
Debtors 3,167 2,900 3,453 4,125 RolC 14.2 15.2 15.6 20.6
Loans and Advances 20 17 18 22 Valuation Ratios (x)
Other Current Assets 897 1,093 1,215 1,451 P/E 58.3 54.3 42.1 27.4
Cash 1,690 1,291 1,312 1,557 EV /EBITDA 234 21.8 19.7 15.0
Total Current Assets 8,990 8,879 9,681 11,554 EV /Net Sales 3.8 3.9 3.5 2.9
Creditors 2,262 2,344 2,532 3,025 Market Cap / Sales 35 3.6 33 2.7
Provisions 150 195 210 251 Price to Book Value 7.5 6.0 5.5 4.9
Other Current Liabilities 1,205 1,195 1,328 1,586 Solvency Ratios
Total Current Liabilities 3,617 3,734 4,070 4,862 Debt/EBITDA 2.9 2.3 1.9 14
Net Current Assets 5,373 5,145 5,611 6,692 Debt / Equity 1.0 0.7 0.6 0.5
Other non-current assets 1,210 788 854 983 Current Ratio 2.0 2.0 2.1 2.1
Application of Funds 15,732 16,354 16,678 17,485 Quick Ratio 1.1 1.1 1.2 1.2
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
1 jr—
ﬂICICI direct.com| No
’.""""'“IOI::“” Fingertips BROKER
| ICICI Securities Ltd. |El 755 asming
.y Analyst Award 2012 e
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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