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Margins enriching; Components foray to be value accretive

About the stock: Syrma SGS Technology (Syrma SGS) is a technology-focused
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engineering & design company, specialised in electronic manufacturing services ()

(EMS). The company is promoted by Tandon group and Jasbir Singh Gujral. . "5

2s

e Diversified business verticals with presence across consumer, automotive, Particular Amount o

industrials, healthcare, IT, railways and defence. Market Capitalisation (X Crore) 12,624 )

Q1FY26 Debt (% Crore) 780 =

Q1FY26 performance: Syrma SGS delivered healthy operational performance. S&T;zi cc‘s]h (X Crore) - gg; (:,5)

s Crore A

EBITDA grew 93% YoY to X86.6 cr with EBITDA margins at 9.2%, up by 534bps YoY 52 Week H/L () 736/ 370 é
while it declined by 245bps QoQ owing to seasonal factors of product mix. In terms Equity Capital (% Crore) 178.0
of revenue, it was marginally up by 2.1% QoQ and declined by 19% YoY at X944 Face Value 10

crore, on account of strategic de-growth of low margin consumer segment (-48% Shareholding pattern

YoY to X318 cr) by management. Industrial (up by 34% YoY), Healthcare (up by 14% Promoter Sei'sz.; Deiszg Mu;-ég ]ur:fé:
YoY) and Auto (up by 18% YoY) continue to deliver healthy performance. o 13 o oz >
Public 36.4 37.4 39.5 38.0

Investment Rationale

e Realignment in product mix driving margin profile: Syrma SGS continues 260
to strategically pivot its business away from low-margin consumer 20

segment towards high margin industrial, automotive, and healthcare 200

segments. Since Q2FY25, company adopted a structural shift in its outlook, ZZ I

focusing on building a higher margin and more profitable business. 110 N
Revenue contribution from the consumer vertical reduced from 40% in a0 | WM

FY24 to ~36% in FY25 and is expected to further reduce to 30% in FY26. 50 . ; .
Gross margins are now consistently around 25% or more vs ~21% earlier. fuorzz inym J::M Hore2s
Similarly, EBITDA margins have improved to ~9%+ levels vs ~7.5% earlier.

Key risks

e Strategic foray into component play: Company has recently announced JV
with Korean partner Shinhyup electronics to enter the high-potential PCB
manufacturing, targeting multi-layer and single-layer PCBs. Indian PCB
market is estimated at ~$5 bn, with ~90% of demand met through imports (i) Execution delays owing to time lag

— highlighting a significant opportunity for domestic players. This project in
shall have investment of ~$91mn (~Rs 800 cr) in phase 1 over 3-5 years of
which 35-60% is likely to be subsidised by state government. Potential
EBITDA margin of 15-18% is expected including PLI incentives, materially
higher than Syrma’s existing level of ~9% alongwith healthy RoCE of 20%.

(i) Any domestic

government support measures.

restraint in

various approvals, macro

slowdown, etc.
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e Syrma SGS has a balanced business model with diversified business mix
Kiran.choudhary@icicisecurities.com

across product categories and geographies. Syrma SGS to capture both
domestic and exports opportunity especially with China +1 gaining
momentum post tariff war. Product mix tilt towards high margin segment
is swifter than expected. Venture into PCB manufacturing is expected to
drive growth, margin and return ratios over long term beyond FY27E,
enabling it to command better valuation. We value Syrma SGS at 47x
FY27E PAT to arrive at a target price of X 825 and Buy rating on the stock.

Key Financial Summary

ICICI Securities — Retail Equity Research

(X crore) Fy22 FY23 FY24 FY25 3\((7:‘:("2(;?‘55? FY26E FY27E zml-f:fg
Net Sales 1,020 2,048 3,154 3,787 54.9 4,866 6.234 28.3
EBITDA 97 192 201 323 49.6 460 608 37.1
EBITDA margin (%) 9.5 9.4 6.4 8.5 9.4 9.8
Net Profit 51 120 107 168 48.7 238 321 38.3
Diluted/Adjusted EPS (%) 4.0 6.8 6.1 9.4 132 17.7
P/E(x) 174.8 104.6 116.7 75.0 53.4 40.0
EV/EBITDA (x) 102.4 66.7 65.2 40.0 286 22.0
RoCE (%) 10.9 10.5 8.8 11.7 14.7 16.6
ROE (%) 8.9 7.8 6.7 9.6 121 14.1

Source: Company, ICICI Direct Research
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Concall highlights and outlook

Business growth & margins

¢ Management reiterated strong revenue growth guidance of 30-35% in top
line for FY26 supported by healthy order book spread across segments.

¢ Margin guidance steady in range of 8.5-9% supported by strategic decision
to shift product mix to margin accretive segment (Automotive, industrials
and healthcare).

e Export business on track with Q1 reporting revenue of ~X233 crore (24.7%
of revenue), an increase of ~29% YoY. As tariff uncertainty settles, export
could witness better growth with India expected to be relative beneficiary.
Overall export business shall contribute 24-27% of total revenue and is
anticipated to cross 1,000 crore mark in FY26. Export is constituted
mainly by Western Europe and North American geographies.

e Laptop business for Dynabook to commence production by end July’26 or
August’26. For MSI, production already began for Indian market.
Production Lot remains small with discussions under consideration for

supplying to global markets.
Balance sheet strengthening

e Networking capital days remained elevated at 69 days. Management aims
to gradually bring it below 65 days in forthcoming quarters.

e Capex guidance for EMS business remains in the range of ~X80-100crores
for next 2 years and this segment doesn’t require fresh funds.

e  For PCB manufacturing, Syrma could likely have capex requirement of $30
mn (~Rs 260 cr) over next couple of years. With working capital cycle and
margins expected to improve, management expects internal accruals to
fund considerable part of this requirement. State subsidies quantum and

timing will have its role. However, some capital raise could be expected.
Business venture - Component ecosystem

e Entered JV with strong Korean technology partner for manufacturing
multi-layer and single layer PCB plant to serve the gap in Indian PCB
industry.

e Project capex for phase 1 estimated at $91mn (almost X 800 crore) entitled
to government subsidy which could vary from 35-60% of capex amount.

e  Once fully set up, expected capacity is anticipated at 1.5 to 2mn sqg. meter
per annum. This segment is expected to generate 12-15% EBITDA margin
initially with a potential of 15-18% once stabilised and shall generate
ROCE of ~20%.

e On aggressive side, plant is expected to be operational from Q4FY27 and

shall add in revenue from there onwards.

ICICI Securities | Retail Research 2
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Exhibit 1: Variance Analysis

? ICICI Direct Research

Revenue

Other Income

Total Income

Gross profit

Gross margin %

Operating Expenses
Employee Expenses

Total Expenses

EBITDA
EBIDTA %

Depreciation

Finance cost

Exhibit 2: Business mix shifting to hig i i
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44.6
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17.4
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-18%

34%
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11%
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Source: Company, ICICI Direct Research

FY26E

7%
9%

31%

23%

29%

FY27E

Industrlals m Healthcare mIT & Railways

QoQ (%) Comments
Revenue impacted by strategic de-growth of low margin consumer
2% segment (-48% YoY to X318 cr). High margin verticals including
Industrials, automotive and healthcare grew ~25% cumulatively.
-28%
1%
-7%
Gross margin improved YoY on the back owing to increasing
-246 bps  proportion of high margin verticals. Sequentially, there was a dip
owing to seasonal factors in product mix.
6%
-3%
5% Expenses well contained.
-19%
-65bps  Margin improvement mainly owing to product mix realignment.
-1%
-5%
-28%
-21%
-30% YoY PAT growth strong while QoQ decline owing to seasonal factors.
Exhibit 3: EBITDA margin trending north
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Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 4: Profit and loss statement X crore Exhibit 5: Cash flow statement X crore

(Year-end March)
Revenue

% Growth

Other income

Total Revenue
Employee Expenses
Other expenses

Total Operating Expenditure

Operating Profit (EBITDA)
% Growth

Interest

PBDT

Depreciation

PBT before Exceptional Items
Total Tax

PAT before Ml

Adjusted PAT

% Growth

EPS

FY24
3,154
54.0

-10.6
6.1

FY25
3,787
20.1
49
3,836
191
3,272
3,463

56.3
9.4

FY26E
4,866
28.5
37
4,903
253
4,153
4,406

42.0
13.2

FY27E
6,234
28.1

121
354
321
34.8
17.7

Source: Company, ICICI Direct Research

(Year-end March)

Profit after Tax

Depreciation

Interest

Cash Flow before WC changes
(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions

Net CF from Operating activities

(Purchase)/Sale of Fixed Assets
Others

Net CF from Investing activities

Dividend
Others

Net CF from Financing Activities

Net Cash flow
Opening Cash/Cash Equivalent
Closing Cash/ Cash Equivalent

FY24

107
51
41

200

-1,070

756
-114

-586

FY25
168

-446
332
187

-193

FY26E
238

-664
407
124

-103
296
193

FY27E
321
102

59
482
-761
501
223

193
195

Source: Company, ICICI Direct Research

Exhibit 6: Balance sheet X crore WM Exhibit 7: Key ratios

(Year-end March) FY24 FY25 FY26E FY27E  (Year-end March) FY24 FY25 FY26E FY27E
Equity Capital 177 178 180 182  PerShare Data
Reserve and Surplus 1,435 1,572 1,794 2,096 FEPS 7.0 10.4 146 195
Total Shareholders funds 1,613 1,750 1,974 2,278  CashperShare 48 166 107 107
Minority Interest 64 75 96 124 Bv 909 983 109.8 125.4
Dividend per share 15 15 2.0 2.5
Total Debt 630 665 665 731
Dvidend payout ratio (%) 249 15.9 15.0 13.9
Other liabilities 39 46 55 66
Operating Ratios (%)
Total Liabilities 2,346 2,535 2,789 3,199 .
EBITDA Margin 6.4 8.5 9.4 9.8
PAT Margin 39 4.9 54 5.7
Gross Block 1,223 1,367 1,540 1763 Return Ratios (%)
Acc: Depreciation 147 222 307 409  Roe 6.7 96 121 14.1
Net Block 1,075 1,144 1,233 1,353  RoCE 88 11.7 14.7 16.6
Capital WIP 17 66 68 70  Valuation Ratios {x)
Total Fixed Assets 1,092 1,210 1,300 1,423 EV/EBITDA 65.2 40.0 28.6 22.0
Non Current Assets 355 103 106 123 PE 1167 75.0 53.4 400
Inventory 1,004 822 1,010 1,250 Market Cap / Sales 3.9 33 2.6 2.0
Debtors 930 1,477 1,906 2374 Price to Book Value 7.8 7.2 6.4 5.6
Other Current Assets 221 294 339 3gg Workin Capital Management Ratios
Inventory Days 114.1 78.2 75.2 728
Cash 86 296 193 195
Debtors Days 105.7 140.6 141.9 138.4
Total Current Assets 2,241 2,890 3,448 4,208
Creditors Days 139.0 149.8 145.8 141.9
Current Liabilities 1,342 1,667 2,065 2,555
Asset turnover 2.6 2.8 3.2 3.6
Total Assets 2,346 2,535 2,789 3,199 .
Solvency Ratios (x)
Source: Company, ICICI Direct Research Debt / Equity 04 0.4 03 03
Current Ratio 1.6 16 1.6 1.6
Quick Ratio 0.9 1.1 1.1 1.1
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors 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%
} |
ﬂ[c.fcl direct.com No
favesiom mn]c::;r:w#mn:rrps BROKEH
| ICICI Securities Ltd. |[@l 75° asmine
X Analhyst Award 2012 T
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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ANALYST CERTIFICATION

I/We, Jaymin Trivedi, PGDBM, Kirankumar Choudhary, Chartered Accountant, Research Analysts Research Analysts, authors and the names subscribed to this
report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify
that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and
do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and
distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with
Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities
Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered
Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance,
asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading
volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may
visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of
the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part
or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update
the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory,
compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be
acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously,
not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in
this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes
in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of
the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand
the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the
subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking,
brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its
associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time
of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or 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 preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or
actual/beneficial ownership of one percent or more or other material conflict of interest various companies including the subject company/companies mentioned
in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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