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Q2FY27 Results: Ador Welding (Ador) posted steady financial TP Rs 1,771
performance in Q2FY27. Revenue rose at healthy rate of 23% YoY cmp Rs 1,336
. . . o

driven by improved volume and realisations. Volume growth was in Potential upside/downside 33%
Previous Rating BUY

the mid-teens with the balance growth emanating from price hikes.
Margins came in softer at 10.9%, primarily attributable to high
inflation in RM prices. PAT came in at Rs 269 mn registering a
steady quarterly run —rate.

Strong Focus on Enhancing Product Mix: The management is

Key Stock Data

Bloomberg / Reuters

Sector

ADOR IN/ADOR.BO
Capital Goods

Shares o/s (mn) 17
placing a strong emphasis on sharpening product mix through 1) Market cap. (Rs mn) 23,242
Developing welding consumables catering to highly specialised 3-m daily avg Trd value (Rs mn) 127
steels 2) Garnering better and stronger approvals in complex areas 52-week High / Low 1,765 /850
such as shipbuilding/oil & gas 3) Developing new generation Sensex / Nifty 74,460/23,053
welding equipment 4) Growing automation capabilities.
Demand Outlook: Demand outlook in the economy for welding Price Performance (%)
products has materially improved in the last 6-9 months. Ador is -1m -3m -12m
witnessing healthy traction from key verticals of Heavy Absolute (16.1) (9.9) 18.5
Rel to Sensex (18.8) (5.5) 30.3

Engineering/Fabrication and Oil & Gas. Verticals of defence and
Shipbuilding are also exhibiting healthy traction.

V/s Consensus

Healthy Multi-Year Strategic Roadmap: Ador continues to pursue EPS (Rs) FY27E FY28E

its multi-year strategy of looking to achieve multi-fold growth in IDBI Capital 62 77

revenue and PAT by FY29. Capex of Rs 600-700 mn is envisaged for Consensus 64.5 81.9

FY27 and FY28.The company is focussing on a three pronged % difference (3.8) (6.0)

strategy to achieve the same namely a) Strong Exports Focus b)

Sharpen focus on automation solutions c)Enhance product mix by Shareholding Pattern (%)

increasing revenue contribution of high value welding products. Promoters 53.7
= Valuation: We view Ador Welding as a solid beneficiary of the El:' ii

improved demand outlook for welding products and solutions in Public 411

the economy. Ador is well geared to capitalise on exports as well as Total 100

growth in adoption of automation solutions. We maintain BUY with
revised TP of Rs 1,771 at 23xFY28 expected earnings.
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Financial snapshot (Rs mn)

Year FY24 FY25 FY26 FY27E FY28E
Revenue 10,736 11,227 11,400 13,836 16,244
Change (yoy, %) 38 5 2 21 17
EBITDA 1,176 1,019 1,213 1,626 2,031
Change (yoy, %) 35 (13) 19 34 25
EBITDA Margin(%) 11.0 9.1 10.6 11.8 12.5
Adj.PAT 865 679 839 1,085 1,343
EPS (Rs) 64 39 48 62 77
Change (yoy, %) 44.4 (21.4) 23.5 29.3 23.8
PE(x) 20.9 34.1 27.6 21.3 17.2
Dividend Yield (%) 2.3 2.0 1.5 1.6 1.7
EV/EBITDA (x) 154 22.1 18.4 13.8 11.0
RoE (%) 21.7 139 15.8 18.4 19.9
RoCE (%) 24.2 16.7 19.3 23.7 26.2

Source: IDBI Capital Research
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Conference Call Highlights

Demand

Revenue Performance: Ador Welding revenue grew 23% YoY to Rs3.5bn in
Q2FY27 and Rs6.5bn in H1FY27, backed by mid-teen volume growth.

Core End Markets: The demand was driven by robust capital goods activity
across core sectors, including infrastructure, power, oil & gas, railways,
shipbuilding, defence, and heavy fabrication.

High-Growth Segments: Accelerated demand observed in shipbuilding, nuclear
power (NPCIL-approved consumables), and automation solutions.

Capex Plans

Investment Outlay: Annual capex will temporarily step up from the baseline of
Rs300mn—Rs350mn to Rs600mn—Rs700mn per annum over FY27—-FY28.

Project Focus: Capital deployment is targeted at modernizing manufacturing
plants and setting up a new consumables line to enable efficient scaling.

Funding: Capex will be fully funded through internal accruals and a strong
balance sheet without major debt or equity dilution.

Future Growth Outlook

Long-Term Revenue Target: On track toward its long-term revenue aspiration of
Rs20bn by FY29.

Growth Drivers: 60%—70% of incremental growth will be driven by product mix
enrichment (specialized steels, continuous wires), with 20%—25% coming from
equipment innovations, and automation.

Margin Guidance: The management targets sustainable long-term EBITDA
margins of 12%—13% and gross margins of 36%—38%.

Exports Expansion: Export share reached 15%—20% in H1FY27; while the Middle
East hub in Dubai accounts for 80%—85% of export revenue, expansion is
underway in Europe and the US.

Others

Margin Pressure & Pass-Through: Q2 gross margin contracted to 34.2% due to
severe steel price inflation (¥80% of dip); progressive price pass-throughs will
drive margin recovery starting Q3FY27. Q2 EBITDA grew 9% YoY to Rs380mn
(10.9% margin).
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Exhibit 1: Quarterly Snapshot (Consolidated)

Consolidated (Rs Mn)
Net Sales
Expenditure

as % of sales
Consumption of RM
as % of sales
Employee Cost

as % of sales
Other expenditure
as % of sales
EBITDA
Depreciation

EBIT

Other Income
Interest

PBT

Total Tax
Adjusted PAT
Extra ordinary items
Reported PAT
Adjusted EPS
Margins (%)
EBIDTA

EBIT

EBT

PAT

Effective Tax rate
Source: Company, IDBI Capital

Q2FY27
3,447
-3,070
-89.1
-2,270
-65.8
-327
-9.5
-473
-13.7
377

327

10.9
9.5
10.6
7.8
(25.9)

Q2FY26
2,811
-2,463
-87.6
-1,727
-61.4
-290
-10.3
-447
-15.9
348

300
43

337
-87
250

250
14.4

12.4
10.7
12.0
8.9
(25.7)

YoY (bps)

Q1FY27
22.6 3,095 11.4
24.6 -2,738 12.2
- -88.5 -
31.4 1,965 (215.5)
- 63.5 -
12.9 310 (205.6)
- 10.0 -
6.0 463 (202.3)
- 14.9 -
8.5 357 5.6
4.4 50 (199.8)
9.2 307 6.6
11.3 70 (31.5)
85.7 8 (244.4)
8.0 369 (1.5)
9.0 -93 1.2
7.7 276 (2.4)
NA 0 NA
7.7 276 (2.4)
7.7 15.9 (2.4)
QoQ (bps)
(142) 11.5 (60)
(117) 9.9 (43)
(143) 11.9 (138)
(109) 8.9 (110)
(23) (25.3) (68)



Ador Welding | Q2FY27 Result Review [((.’) IDBI Capltal

Financial Summary

Profit & Loss Account (Rs mn)
Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Net sales 7,768 10,736 11,227 11,400 13,836 16,244
Change (yoy, %) 17 38 5 2 21 17
Operating expenses (6,896) (9,560) (10,208) (10,188) (12,210) (14,214)
EBITDA 872 1,176 1,019 1,213 1,626 2,031
Change (yoy, %) 49 35 (13) 19 34 25
Margin (%) 11.2 11.0 9.1 10.6 11.8 12.5
Depreciation (116) (158) (182) (195) (221) (260)
EBIT 756 1,018 837 1,018 1,404 1,771
Interest paid (24) (41) (45) (22) (46) (46)
Other income 67 194 188 182 164 160
Pre-tax profit 791 1,171 866 1,150 1,522 1,884
Tax (198) (307) (265) (330) (437) (541)
Effective tax rate (%) 25.1 26.2 30.6 28.7 28.7 28.7
Minority Interest - - - - - -
Net profit 595 865 635 828 1,085 1,343
Exceptional items (8) - (114) (28) - -
Adjusted net profit 599 865 679 839 1,085 1,343
Change (yoy, %) 57 44 (21) 24 29 24
EPS 44.0 63.6 39.0 48.2 62.4 77.2
Dividend per sh 12.5 30.4 26.5 20.0 21.0 22.1
Dividend Payout (%) 28.4 48 68 41 34 29

Balance Sheet (Rs mn)
Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Shareholders' funds 3,235 4,730 5,071 5,545 6,264 7,224
Share capital 136 136 174 174 174 174
Reserves & surplus 3,099 4,594 4,897 5,371 6,090 7,050
Total Debt 159 431 11 20 20 20
Other liabilities (46) (94) (97) - - -
Curr Liab & prov 1,123 1,647 1,858 2,753 2,352 2,619
Current liabilities 996 1,454 1,636 2,669 2,267 2,535
Provisions 128 194 221 84 84 84
Total liabilities 1,235 1,984 1,771 2,774 2,372 2,639
Total equity & liabilities 4,470 6,714 6,842 8,318 8,636 9,863
Net fixed assets 1,098 1,585 1,786 1,840 2,269 2,659
Investments 307 500 422 272 272 272
Other non-curr assets 48 120 115 124 124 124
Current assets 3,017 4,510 4,519 6,082 5,971 6,808
Inventories 1,162 1,452 1,267 1,519 1,562 1,834
Sundry Debtors 1,252 1,801 1,927 2,320 2,374 2,788
Cash and Bank 69 472 671 925 717 868
Other current assets 534 785 654 1,318 1,318 1,318
Total assets 4,470 6,714 6,842 8,318 8,636 9,863
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Cash Flow Statement (Rs mn)
Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Pre-tax profit 791 1,171 866 1,150 1,522 1,884
Depreciation 116 158 182 195 221 260
Tax paid (179) (338) (236) (336) (437) (541)
Chg in working capital (652) (354) 489 221 (500) (418)
Other operating activities 60 (55) 70 (44) 46 46
Cash flow from operations (a) 137 583 1,371 1,186 853 1,231
Capital expenditure (148) (433) (413) (222) (650) (650)
Chg in investments 12 4 110 (138) - -
Other investing activities 39 (7) 129 (299) - -
Cash flow from investing (b) (97) (436) (174) (659) (650) (650)

Equity raised/(repaid) - - - - - R

Debt raised/(repaid) 152 259 (429) (9) - -
Dividend (incl. tax) (170) (413) (462) (348) (366) (384)
Chg in minorities - - - - - -
Other financing activities (28) (39) (44) (22) (46) (46)
Cash flow from financing (c) (47) (193) (935) (379) (411) (430)
Net chg in cash (a+b+c) (7) (46) 262 148 (209) 152

Financial Ratios

Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Book Value (Rs) 238 348 291 319 360 415
Adj EPS (Rs) 44.0 63.6 39.0 48.2 62.4 77.2
Adj EPS growth (%) 57 44 -39 24 29 24
EBITDA margin (%) 11.2 11.0 9.1 10.6 11.8 12.5
Pre-tax margin (%) 10.2 10.9 7.7 10.1 11.0 11.6
Net Debt/Equity (x) 0.0 0.0 -0.1 -0.2 -0.1 -0.1
ROCE (%) 25 24 17 19 24 26
ROE (%) 20 22 13.9 15.8 18.4 19.9
DuPont Analysis
Asset turnover (x) 1.9 1.9 1.7 1.5 1.6 1.8
Leverage factor (x) 1.4 1.4 1.4 1.4 1.4 1.4
Net margin (%) 7.7 8.1 6.1 7.4 7.8 8.3
Working Capital & Liquidity ratio
Inventory days 55 49 41 49 41 41
Receivable days 59 61 63 74 63 63
Payable days 39 32 45 69 46 46
Valuations
Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
PER (x) 30.2 20.9 34.1 27.6 21.3 17.2
Price/Book value (x) 5.6 3.8 4.6 4.2 3.7 3.2
EV/Net sales (x) 2.3 1.7 2.0 2.0 1.6 1.4
EV/EBITDA (x) 20.9 154 22.1 18.4 13.8 11.0
Dividend Yield (%) 0.9 2.3 2.0 1.5 1.6 1.7

Source: Company; IDBI Capital Research
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11.
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These terms and conditions, and consent thereon are for the research services provided by the Research Analyst (RA) and RA cannot execute/carry out any trade (purchase/sell transaction)

on behalf of, the client. Thus, the clients are advised not to permit RA to execute any trade on their behalf.

The fee charged by RA to the client will be subject to the maximum of amount prescribed by SEBI/ Research Analyst Administration and Supervisory Body (RAASB) from time to time
(applicable only for Individual and HUF Clients).

Note:

The current fee limit is Rs 1,51,000/- per annum per family of client for all research services of the RA.
The fee limit does not include statutory charges.
The fee limits do not apply to a non-individual client / accredited investor.

RA may charge fees in advance if agreed by the client. Such advance shall not exceed the period stipulated by SEBI; presently it is one quarter. In case of pre-mature termination of the RA

services by either the client or the RA, the client shall be entitled to seek refund of proportionate fees only for unexpired period.

Fees to RA may be paid by the client through any of the specified modes like cheque, online bank transfer, UPI, etc. Cash payment is not allowed. Optionally the client can make payments

through Centralized Fee Collection Mechanism (CeFCoM) managed by BSE Limited (i.e. currently recognized RAASB).

The RA is required to abide by the applicable regulations/ circulars/ directions specified by SEBI and RAASB from time to time in relation to disclosure and mitigation of any actual or

potential conflict of interest. The RA will endeavor to promptly inform the client of any conflict of interest that may affect the services being rendered to the client.
Any assured/guaranteed/fixed returns schemes or any other schemes of similar nature are prohibited by law. No scheme of this nature shall be offered to the client by the RA.

The RA cannot guarantee returns, profits, accuracy, or risk-free investments from the use of the RA’s research services. All opinions, projections, estimates of the RA are based on the

analysis of available data under certain assumptions as of the date of preparation/publication of research report.

Any investment made based on recommendations in research reports are subject to market risks, and recommendations do not provide any assurance of returns. There is no recourse to
claim any losses incurred on the investments made based on the recommendations in the research report. Any reliance placed on the research report provided by the RA shall be as per the

client’s own judgement and assessment of the conclusions contained in the research report.

The SEBI registration, Enlistment with RAASB, and NISM certification do not guarantee the performance of the RA or assure any returns to the client.
For any grievances,

Step 1: the client should first contact the RA using the details on its website or following contact details:

(RA to provide details as per ‘Grievance Redressal / Escalation Matrix’)

Step 2: If the resolution is unsatisfactory, the client can also lodge grievances through SEBI’s SCORES platform at www.scores.sebi.gov.in

Step 3: The client may also consider the Online Dispute Resolution (ODR) through the Smart ODR portal at https://smartodr.in
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