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vScore:  vScore (Value Score) is our proprietary company rating system f  
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Long term Drivers for DHFL look good in view of the follow18  

RamKrishna Forgings Ltd. (RKFL), promoted by Mr. Mahabir Prasad Jalan, 
is second‐largest forgings player in India, established in 1981 with a total 

capacity of 150,000 tonnes of which press lines constitute 80,000MT.  
 

RKFL manufactures products for automobile (sales contribution 60-70%) 
followed by railways (sales contribution 10%), defence, and mining sectors. 
RKFL has also forayed into agriculture equipments and power sector. It has 
5 plants, out of which 1 is in Liluah, West Bengal and 4 are in Jamshedpur, 
Jharkhand.  Key clientele includes Tata Motors, Ashok Leyland, Dana Corp, 
Meritor. 
 

PROMOTERS            -      50%  

BANKS, MFs & DIIs   -      11% 

FIIs                             -       13%  

PUBLIC                     -         26% 

Strong Financials for RKFL as on Q1 FY18 –  

RKFL reported a healthy set of Q1FY18 numbers with net sales at Rs  257.61   

crs, as compared to a revenue of Rs 217.45 crs in Q1 last year, with EBIDTA 

placed at  Rs 51.90 crs from Rs 43.41 crs in Q1 last year and the  PAT in Q1 

FY18 grew by 72% YoY to Rs 9.08  crs as compared to Rs 5.28 crs in Q1 last 

year.  

For FY17 the company has recorded net income of Rs 883.48 crs, a EBIDTA of 

Rs 168.18 crs and a PAT of Rs 19.28 crs.   

RKFL has completed capex now – Benefits to flow from FY18 onwards –  

RKFL has spent Rs 700 crs to set-up four new presses, a 3,100 MT, 4,300 MT, 

6,300  MT and a large press of 12,500 MT. to increase capacity from 80,000 MT 
to 150,000 MT. Of the new presses added 3,100 MT and 4,300 MT are currently 
operational at near full utilization 

 
The bigger press lines with 12,500 MT and 6,300 MT have started trial 
production recently. We expect commercial production from FY17. RKFL is 

second only to Bharat forge (BF) in India in terms of heavy press tonnage (BF 
heaviest press 16,000 MT) and there are very few other heavy presses of 
comparable size in the world with some present in China, Europe USA and 

Mexico 
 
RKFL enjoys a Strong Clientele – 
 

RKFL is preferred supplier for OEM’s like Tata Motors Ltd, Ashok Leyland, 

Eicher etc and is also a global supplier for commercial vehicle majors like 
Meritor, DANA etc. In earth moving and mining sector, its clients include BEML, 
Indian Railways, etc, while in the engineering sector RKFL caters to BHEL, 

Federal Mogul and others. RKFL has tied up with some of the biggest vendors 
in Latin America and post commencement of new plant it is expected to 
significantly increase its exports in Latin America and USA. Exports contributed  

30% to the company’s topline in FY17.  

 

YE                     FY18   FY19   FY20 

Rev  Gr%          22        23        22 

EBIDTA Gr%     26       25         23 

PAT Gr%         164       78        55 

EPS Gr%          132      78        55 

EPS (Rs)            16       28        43     

ROE %              8          12      16      

ROCE %            9          11      13  

P/E(x)                            20      13          

 

FACE VALUE   Rs             10.00 

DIVD YIELD %                   0.18  

52 WK HI/LOW           589/256        

NSE  CODE                  RKFORGE      

BSE CODE                   RKFORGE      

MARKET CAP        RS  1796 CRS 
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Strong order wins and new product segments to drive growth for RKFL –  
 
RMKF has been consistently working on increasing content per vehicle and gaining market share from key 
OEM clients, which is visible from its development of +124 new products every year over the last five years. 
With its heavy 12,500‐tonne press commercialising in early FY17, it has gained considerable capability in 

manufacturing complex components.  
 
While the scaling‐up of its new press has been slower than street expectations, this was because of the 

sudden collapse of the US Class‐8 truck market. RKFL has come out strong from difficult times and has 

steadily gained fresh orders – both domestic and export. Its growth outlook looks good with the addition of 
three new European OEMs, share gain in the domestic and North American market and the improving global 
CV cycle. 
 
Higher contribution of new production lines to improve EBIDTA Margins ahead –  

With Class 8 Trucks market down in FY17 EBITDA margins were slightly lower at 18.7% in FY17 from 19.75% 
in FY16. However with a good uptick seen in Class 8 Trucks and also the domestic CV market we expect 
margins to improve ahead. The management stated that, being highly efficient, the new press lines operate at 
a EBIDTA margin of around 26-28% (with similar product lines, BF operates at around 28% EBITDA margins)  
compared to 16-18% level of the older lines. With commencement of 12,000 MT and 6,500 MT lines, we 
expect contribution of newer lines to jump significantly.  
 
With commencement of 12,000 MT and 6,500 MT lines, we expect contribution of newer lines to jump 

significantly. Additionally, operating leverage benefit through higher capacity utilization and higher contribution 

of high margin machined products will provide further upside in margins. We expect RKFL EBITDA margins to 

reach around 19.6% to 20% in FY18 and FY19.   

Heavy press forging unit is a capex heavy project for the company as the company willing to exploit the 
exorbitant export demand for high weightage CV parts. The company over the years has proven its frugal 
engineering, precision and cost competitiveness to the global players. According to the management, 
equipment for the heavy press unit is imported from Germany and it is fully automated and operated by seven 
robots and will produce product every 45 seconds, giving the company competitive advantage over peers.  
 
As per management, the new heavy pressing unit will give 18-20% pricing advantage over its competitors 
given its manufacturing facilities close proximity to raw material suppliers 
 
MHCVs CV cycle recovery key to domestic business of RKFL 
 

Domestic business which largely depends on the cycle of MHCV sector is decelerating over the last 2 years. 
The sector itself recovering from the worst ever demand slowdown when elevated interest rates coupled with 
mundane industrial activities caused deep plummeting of CV sales. Nevertheless, with an expected pickup in 
economic recovery, freight rate hikes by the fleet operators, plenty of pent-up replacement demand, 
Restrictions on truck overloading and low base will help MHCVs cycle to recover and we expect MHCVs 

volume to grow at a CAGR of 15% over FY17‐20. 
 
Domestic revenue contributes around 70% to its top-line and this segment largely depends domestic CV sales. 
Over the past few years, the company has formed a strategic relationship with local OEMs on the back of its 
strong customer engagement, robust product mix, and cost competitiveness. 
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The domestic MHCV segment has seen declining volumes over the past 12 months, mainly impacted by 
demonetisation, GST, and the emission‐norms transition. With these behind, a smooth roll out of GST, and 

recovering rural demand should see the MHCV segment remaining flattish in FY18 and posting double‐digit 

growth in FY19/20.  
 
RKFL  is likely to see higher‐than‐industry growth as it has recently received approvals for more varieties of 

front‐axle beams, knuckles, and crankshafts from Ashok Leyland and Tata Motors.  

 
 
Significant headway in the domestic segment with fresh order wins – 
 

With its new heavy‐tonnage press, RKFL has increased its capabilities in manufacturing heavy‐ and 
critical‐forged products – namely front axles, bell crank, connecting rods, crankshafts, and knuckles. With 

already strong client relationships, 
 
RMKF has not only won orders in exports, but has also made significant headway in the domestic segment – 
where it has won fresh orders from Tata Motors and Ashok Leyland for knuckles, front axles, and bell cranks. 
RMKF should nearly double its revenue from its key domestic clients that is Tata Motors and ALL  based on 
increasing content and market share wins.  
 
Class 8 trucks should see healthy double‐digit growth rates until 2019 –  
 

Class‐8 truck orders saw a sharp 36% drop in 2016 mainly as the ISM new orders and freight shipments 
remained in the negative territory which led to sharp inventory correction by OEMs. With steady improvement 
in the ISM New Orders Index and a pick up in freight demand, the Class‐8 orders have seen a sharp jump of 

42% YTD‐CY17.  

 
This segment should report healthy double‐digit growth rates until 2019. Historically, the Class‐8 industry has 

seen a 3‐5 years of growth cycle before falling off and we believe the industry is in its early days of recovery, 

and this is beneficial for RKFL  which has a large exposure to this product segment.  
 
 
RKFL also plans to enter new product segments which will see fructification of big orders in the next 2 
years –  

 
The RKFL management is also targeting the Class 5 truck market, and has forayed into the LCV market as 
well to improve its revenue growth. To minimise the risk of weak Class 8 truck volumes in North America, the 
company has forayed into new segments like Oil & Gas and Aerospace with initial small fresh orders, the 
supply of which will begin in 2QFY18. 
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RKFL enjoys a reasonably good balance sheet and both Topline and Bottomline growth is likely to 

remain strong going ahead –  

RKFL has a highly leveraged balance sheet with debt of around Rs 790 crs as on FY17 as compared to a 

tangible networth of Rs 490 crs as on March 2017. RKFL has made a QIP placement in April 2017 aggregating 

Rs 200 crs which will take its Networth to Rs 990 crs and reduces its D:E to 0.49 :1 as on FY18.   

We expect that going ahead overall bottomline growth in the next 3 years starting FY17 onwards should easily 

increase at a CAGR of 50-65% and with capex completed now going ahead  we believe that net cash flows 

generated will remain healthy going ahead.   

 

What is RKFL’s key USP visa other players – 
  

Firstly RKFL is the second largest forging player in the industry with a capacity of 1.50 lac tpa  

Secondly RKFL has a total press capacity line of 80000 tpa which has been developed by investing a total 

amount of Rs 700 crs in the last 3 years.   

Thirdly RKFL enjoys global customers like Dana, Merritor and several other large CV players  

Also RKFL is a large approved OEM vendor to large domestic OEMs like Tata Motors ALL, Eicher  

Exports accounted for 30% of revenues in 2016-17 and key markets for RKFL’s exports include the US, 
Europe, and Latin American Markets  
 
Overall the Forgings market both in the Global and Domestic markets looks good over the next 2-3 

years –  

We expect the domestic and export market to remain in a healthy shape with growth remaining in strong 

double digits.  

RKFL is intending to be a strong focused player focusing on the large and medium Auto Forgings markets both 
in India and Globally where it has a strong customer base and where it enjoys good profitability margins. 
Changes in Indian automobile industry directly impact Indian forging industry, because the forging components 
form the backbone of the Indian automobile industry. Since the automobile industry is the main customer for 
forgings the industry’s continuous efforts in upgrading technologies and diversifying product range has enabled 
it to expand its base of customers to foreign markets  
 

Key Triggers for RKFL going ahead – 

RKFL expects strong mprovement in the demand of Class 8 Trucks in North American Market  
Also with the domestic CV industry in revival phase this should reflect in good demand going ahead  

RKFL has received sample approvals for 124 new items as on 30-June-17, out of which 75 items, are for 

leading OEM’s in India and 49 items towards exports. RKFL has also initiated development for 60 items as on 

30-June-17, out of which 35 items are for leading  OEM’s in India and 25 items are towards exports. 
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Business Outlook & Stock Valuation –  

On a rough cut basis, in FY18, Revenue is expected to touch Rs 1078  crs.   

On the bottomline level we expect the company to record a PAT of Rs 51 crs in FY18E. Thus on a 

conservative basis, RKFL should record a EPS of Rs 15.64 for FY18E. For FY19E and FY20E our expectation 

is that earnings traction for RKFL will continue to remain strong wherein we expect a EPS of Rs 28 and Rs 43 

respectively.   

RKFL is the second largest forging player in the industry with a capacity of 1.50 lac tpa. Also RKFL has a total 

press capacity line of 80000 tpa which has been developed by investing a total amount of Rs 700 crs in the last 

3 years.  Also RKFL enjoys global customers like Dana, Merritor and several other large CV players and it is a 

large approved OEM vendor to large domestic OEMs like Tata Motors ALL, Eicher  

We expect the domestic and export market to remain in a healthy shape with growth remaining in strong 

double digits. RKFL is intending to be a strong focused player focusing on the large and medium Auto Forgings 

markets both in India and Globally where it has a strong customer base and where it enjoys good profitability 

margins 

We expect that going ahead overall bottomline growth in the next 3 years starting FY17 onwards should easily 

increase at a CAGR of 65-70% and with capex completed now going ahead  we believe that net cash flows 

generated will remain healthy going ahead.  The ROE and ROCE is also expected to improve to 12% and 16% 

and 11% and 13%  by FY19 and FY20.  

Going ahead we expect RKFL’s earnings to grow at a 60-70% over FY17-20E led by a rising healthy Topline 
growth, prudent product shift strategy, and more importantly savings in interest costs as the company plans to 
repay some debt after its recent QIP issue.  
 
The RKFL stock trades at a P/E of 19x and 13x based on FY19E and FY20E, which looks attractive 

considering its strong execution capability, consistent financial track record and healthy industry trends in the 

Forgings sector where RKFL looks poised to do well considering its size of operations, global clients, domestic 

clients and significant improvement expected from operating leverage likely to drive earnings ahead in the next 

2-3 years.  

Hence we believe that the RKFL stock should be purchased at the current price for a price target of around Rs 

720 over the next 12 to 18 months.  
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FINANCIALS  

For the Year Ended March RsCrs FY17A FY18E FY19E FY19E 

Net Sales  883.48 1077.85 1325.75 1617.42 

EBIDTA  168.18 211.26 263.82 323.48 

EBIDTA % 19.04 19.60 19.90 20.00 

Interest  75.41 68.00 60.00 53.00 

Depreciation  69.33 77.1 82.00 90.00 

Non Operational Other Income 1.93 5.00 5.00 5.00 

Profit Before Tax  25.37 71.16 126.82 185.48 

Profit After Tax 19.28 51.00 91.00 141.3 

Diluted EPS (Rs)  6.73 15.64 27.91 43.34 

Equity Capital  28.66 32.6 32.6 32.6 

Reserves  461.35 711.35 802.35 943.65 

Borrowings  790.00 690.00 590.00 440.00 

GrossBlock  985.30 1035.30 1075.30 1125.30 

Investments  0.11 0.11 0.11 0.11 
Source Company our Estimates   

 

KEY CONCERNS  

Slowdown in the US Class‐8 trucks 

 
Loss of any existing Export orders could also impact RKFL’s profitability negatively  
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DISCLAIMERS AND DISCLOSURES  
 
This document has been prepared by Joindre Capital Services Limited   SEBI  REGN NO. INH000002061 / INB 230766739 / INB 011107555 and is 
meant for the recipient only for use as intended and not for circulation. This document should not be reproduced or copied or  made available to others. 

Recipients may not receive this report at the same time as other recipients. The information contained herein is from the public domain or sources 
believed to be reliable. While reasonable care has been taken to ensure that information given is at the time believed to be fair and correct and opinions 
based thereupon are reasonable, due to the very nature of research it cannot be w arranted or represented that it is accurate or complete and it s hould 
not be relied upon as such. In so far as this report includes current or historical information, it is believed to be reliable, although its accuracy and 

completeness cannot be guaranteed. Opinions expressed are current opinions as of the date appearing on this material only. While w e endeavor to 
update on a reasonable basis, the information discussed in this material, Joindre Capital Services Limited,its directors, employees are under no 
obligation to update or keep the information current. Further there may be regulatory, compliance, or other reasons that prev ent us from doing so. 

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. 
Joindre Capital Services Limited, its directors and employees and any person connected with it, w ill not in any way be responsible for the contents of this 
report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-acting 
on any information/material contained in the report. This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion 

or behaviour of investors or recipients or provide any investment/tax advice. This report is for information only and has not  been prepared based on 
specif ic investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment 
decision based on their own investment objectives, goals and f inancial position and based on their own analysis. Trading in s tocks, stock derivatives, 
and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes  of all trading decisions that 

the recipient makes, including but not limited to loss of capital. Opinions, projections and estimates in this report solely constitute the current judgment of 
the author of this report as of the date of this report and do not in any w ay reflect the views of Joindre Capital Services Limited, its directors, officers, or 
employees. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose 
possession this document may come are required to inform themselves of and to observe such restriction. 
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