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LEAD RATIONALE

By virtue of being leading player in the domestic market, ESAB India
has been able to manage volatility and its impact arising from its ma-
jor raw material (steel). With ability to produce consistent positive
cash flows, stable profitability, mingled with healthy asset turnover
ratio, huge cash & investments balance enables it to price competi-
tively to gain market share going forward. Therefore, the company
has plenty of headroom to grow.

Apart from the welding business, ESAB India provides its support
service activities out of India in the areas of R&D and shared services
for other subsidiaries of Colfax around the world. Looking ahead,
company now focused on growing services segment to cushion the
impact of any sustainable difficulties in the manufacturing seg-
ment.

On profitability front, Q4 FY19 earnings have witnessed a 78 % Y-O-
Y growth on the back of 18.12 % revenue growth supported by an
EBITDA growth of 87.67 %. Revenue growth is mainly due to im-
proved volumes from domestic front. However, high raw material
cost was offset by lower advertisement and other expenses. Thus,
EBITDA margin expanded to 14.47 % in Q4 FY 19 compared to 9.11
% in Q4 FY 18.

As per P/E multiple, we recommend to BUY at a price target of
%1100

Focus on Exports- Synergy benefits derived from being part of ESAB group

Company enhanced its range of product offerings with the introduction of new products. The com-
pany started exporting to South East Asian countries on a range of consumables that were hith-
erto sourced from another ESAB location outside India. In view of ESAB focus on exports, ex-
pect the exports contribution to grow from the current levels of around 5% in the near future.
Service income also growing, though on a small base, with increases in activity on R&D support,
shared services and related activities undertaken for related party entities based outside of India.
Looking ahead, company continue to see some potential on this with the resultant foreign ex-
change earnings helping in offset exchange risks on imports.
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Intense competition Welding industry comprises welding equipment, consumables and
from both domesticand  welding services. The welding consumables market accounts for a
global players significant share in the welding industry compared to welding

equipment and welding services. Electrodes and filler metals are
the key consumables used in various welding processes. Weld-
ing finds wide application in various industries such as automo-
biles, building & construction, pipelines, and oil & gas. The In-
dian welding industry comprises various large, medium, and small-
scale companies both from domestic and global players and large
number of small and unorganized players. The highly competitive
environment in the welding industry of Indian market limits
the scope for expansion of the company however the establish-
ment of own distribution network remains critical success fac-
tor in this industry which was already developed by key market
players. However with the entry of more players into this seg-
ment, with their low cost and technology, would result in in-
creasing competitive pressures going forward.

The use of product in metal fabrication & manufacturing sectors will spur the demand of
welding gases in upcoming years. The product protects heated and molten metal from dam-
aging effects of air by creating an inert shield during welding. The demand of metal products
in various industries such as automobile & transportation, building & construction, oil & gas, etc.
will contribute to the development of product market in coming years. In 2016, automobile &
transportation sector projected revenue over USD 2.5 billion and is likely to increase at a
healthy rate by the end of 2024, which will spur product demand in coming years.

Key Financial Data Key Financials (X in crores)

EV 1344.34 Particulars Q4 FY 19 Q4 FY 18 \Variation %

Net Worth 266.59 Revenue 180.90 153.15 18.12

BV 173.22 EBITDA 26.18 13.95 87.67

EPS(TTM) 37.70

T In crores except EPS PBT 23.50 11.47 104.88
PAT 16.36 9.19 78.02
EPS 10.63 5.97 78.06
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Outlook and Valuation

Company remain optimistic on domestic economic recovery leading to revival in industrial & in-
vestment activity aided by government initiatives and reduced interest rates. With comfortable
cash position along with healthy asset turnover ratio, ESAB is well poised to aggressively position
itself to gain market share in highly competitive markets. ESAB’s new product launches and a
potentially leaner organization structure would augur well for sales and profitability mar-
gins ahead.

1080.00
1040.00
1000.00

960.00

920.00

Share price chart has been taken for a period of past 1 year. There is a long term support
at the levels of 804 & resistance of 922 . If it will cross this resistance, then reach to next
resistance at 1027 and further reach to 52W/H of ¥ 1080 in short to medium term.
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Disclosures :

Business Activity :

Rudra Shares & Stock Brokers Limited is engaged in the business of providing broking services & distribu-
tion of various financial products. RUDRA is also registered as a Research Analyst under SEBI(Research
Analyst) Regulations, 2014. SEBI Reg. No. INH100002524.

Disciplinary History :

There has been no instance of any Disciplinary action, penalty etc. levied/passed by any regula-
tion/administrative agencies against RUDRA and its Directors. Pursuant to SEBI inspection of books and
records of Rudra, as a Stock Broker, SEBI has not issued any Administrative warning to Rudra.

Terms & Conditions of issuance of Research Report:

The Research report is issued to the registered clients. The Research Report is based on the facts, figures
and information that are considered true, correct and reliable. The information is obtained from publicly
available media or other sources believed to be reliable. The report is prepared solely for informational pur-
pose and does not constitute an offer document or solicitation to buy or sell or subscribe for securities or
other financial instruments for clients.

Disclosures with regard to ownership and material conflicts of interest :
Rudra or its research analysts, or his/her relative or associate has any direct or

Indirect financial interest in the subject company. NO
Rudra or its research analysts, or his/her relative or associate has any other

material conflict of interest at time of publication of the research report. NO
Rudra or its research analysts, or his/her relative or associates have actual

ownership of one per cent or more securities of the subject company. NO

Disclosures with regard to receipt of compensation :
Rudra or its associates have received any compensation from the subject

company in the past twelve months. NO
Rudra or its associates have managed or co-managed public offering of
securities for the subject in the past twelve months. NO

Rudra or its associates have received any compensation or other benefits
from the subject company or third party in connection with the
research report . NO
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Other Disclosures:
The research analyst has served as an officer,director,employee of the

subject company. NO
Rudra or its research analyst has been engaged in market making activity

for the subject company. NO
Rudra or its or associates have received any compensation from the

subject company in the past twelve months. NO
Disclaimers:

This Research Report (hereinafter called report) has been prepared and presented by RUDRA SHARES & STOCK
BROKERS LIMITED, which does not constitute any offer or advice to sell or does solicitation to buy any securities.
The information presented in this report, are for the intended recipients only. Further, the intended recipients are ad-
vised to exercise restraint in placing any dependence on this report, as the sender, Rudra Shares & Stock Brokers
Limited, neither guarantees the accuracy of any information contained herein nor assumes any responsibility in rela-
tion to losses arising from the errors of fact, opinion or the dependence placed on the same.

Despite the information in this document has been previewed on the basis of publicly available information, internal
data, personal views of the research analyst(s)and other reliable sources, believed to be true, we do not represent it as
accurate, complete or exhaustive. It should not be relied on as such, as this document is for general guidance only.
Besides this, the research analyst(s) are bound by stringent internal regulations and legal and statutory requirements
of the Securities and Exchange Board of India( SEBI) and the analysts' compensation was, is, or will be not directly
or indirectly related with the other companies and/or entities of Rudra Shares & Stock Brokers Ltd and have no bear-
ing whatsoever on any recommendation, that they have given in the research report. Rudra Shares & Stock Brokers
Ltd or any of its affiliates/group companies shall not be in any way responsible for any such loss or damage that may
arise to any person from any inadvertent error in the information contained in this report. Rudra Shares & Stock Bro-
kers Ltd has not independently verified all the information, which has been obtained by the company for analysis
purpose, from publicly available media or other sources believed to be reliable. Accordingly, we neither testify nor
make any representation or warranty, express or implied, of the accuracy, contents or data contained within this
document. Rudra Share & Stock Brokers Ltd and its affiliates are engaged in investment advisory, stock broking,
retail & HNI and other financial services. Details of affiliates are available on our website i.e. www.rudrashares.com.
We hereby declare, that the information herein may change any time due to the volatile market conditions, therefore,
it is advised to use own discretion and judgment while entering into any transactions, whatsoever.

Individuals employed as research analyst by Rudra Shares & Stock Brokers Ltd or their associates are not allowed to
deal or trade in securities, within thirty days before and five days after the publication of a research report as pre-
scribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, we and our affiliates, officers, directors, employees and
their relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the secu-
rities or derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such
securities and earn brokerage or profits.
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