AIA Engineering (AIAENG) @ ICICI Direct

CMP: 23220 Target X 3630 (13%) Target Period: 12 months HOLD

November 4, 2026
Near term challenges persist; mining growth opportunity remains intact ...

About the stock: AIA Engineering (AlA) is India’s largest manufacturer and supplier
of high chrome wear, corrosion and abrasion resistance castings used in cement, mining

e Particulars
e  Products include tube mill internals (grinding media, shell liners, diaphragm),

Rs. (in crore)

AlA Engineering Ltd.

HRCS castings & crusher parts for cement, mining and power.

e The company is the second largest hi-chrome producer in the world. Market Capitalization 34,270
Q2FY27 performance: AIA Engineering reported 6.2% YoY growth in revenue to Total Debt (FY26) 0.0
1,093 crore in Q2FY27, driven by a 9% increase in realisation to X177 per kg, which Cash and Inv. (FY26) 224
offset a 2.6% decline in volumes to 61,508 MT. However, EBITDA declined 4.7% YoY to Enterprise Value 34,046
X283 crore, with EBITDA margin contracting 290 bps to 25.4%. Adjusted PAT declined 52-week H/L (Rs.) 5180/3220
10.1% YoY to X249 crore. Equity capital 18.7
Investment Rationale: Face value (Rs.) 2.0

e Volume recovery and mining-led growth to drive earnings momentum: _

AlA Engineering is transitioning towards a solution-led offering by combining % Dec- Mar- Jun-  Sep-
grinding media, liners and its New Generation Discharge System (NGDS), 25 26 26 26
aimed at improving mill throughput and metal recovery at copper and gold Promoter 585 585 585 585
mines. Successful implementation can deepen customer relationships, support Fll 16.6 16.8 169 165
mining conversions and increase the share of value-added products. DIl 223 220 221 225
Management is internally working towards incremental annual volume growth Others 2.7 2.7 25 25
of 25,000-30,000 MT in FY28 and FY29, with successful NGDS conversions _
providing additional upside. While trials have been delayed and require mine-
specific redesign, management expects the benefits of these conversions to 6,000 32000
become increasingly visible from H2FY27. Going ahead, we expect volume to i:ggg 24000
grow 6.5% over FY26-28E to ~2,92000 tonnes. 3,000 16000
o Existing capacity provides operating leverage as mining volumes 2,000 8000
recover: AIA Engineering has an installed capacity of 4.36 lakh TPA, with 1'008 | i i i Lo
current utilization providing adequate headroom to absorb incremental E E § &; §
volumes without requiring significant near-term capacity additions. The 2 2 2 g 2
—— Nifty500 ——AlIA Engineering Ltd

Chilean copper mining order, which contributes around 3,000-4,000 MT per
quarter under normal operating conditions, has resumed normal dispatches _
after a temporary mine shutdown. Further, management expects FY27 (i) Delay in conversion to High chrome
volumes to remain broadly flat before returning to growth from FY28. A grinding media;

recovery in mining volumes, combined with improved product mix and (ii) ) Rise in input costs, freight costs can
normalization of freight costs, could support EBITDA growth and margin impact business growth.

recovery. However, freight costs, currently elevated at nearly 10% of sales, and

delays in customer conversions remain near-term monitorable. _

Chirag ] Shah
Rating and Target Price: wWe downgrade AlA Engineering from BUY to Hold shah.chirag@icicisecurities.com
rating with a target price of X3,630 per share (based on 25x FY28E EPS) as near-
term earnings growth remains constrained by subdued volumes and elevated
freight costs. Margin recovery will depend on freight cost normalisation and
successful pass-through. Gourav Aggarwal
gourav.aggarwal@icicisecurities.com
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Dilip Pandey
dilip.pandey@icicisecurities.com

Particulars (Rs. crore) FY23 FY24 FY25 FY26 3 Year CAGR (FY23-FY26) FY27E FY28E 2 Year CAGR (FY26-FY28E)
Net Sales 4,909 4,854 4,287 4,420 NA 4,777 5418 10.7%
EBITDA 1,241 1,334 1,149 1,256 NA 1,253 1,472 8.2%
EBITDA Margin (%) 253 27.5 26.8 28.4 26.2 27.2
Net Profit 1,057 1,137 1,060 1,269 6.3% 1,183 1,355 3.3%
EPS (]) 113.2 1218 1136 136.0 126.8 145.2
P/ E (x) 288 26.8 28.7 240 25.7 22.5
RoNW (%) 186 17.1 15.3 159 13.1 133
RoCE (%) 22.2 211 18.3 19.9 17.1 176

Source: Company, ICICI Direct Research.
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Q2FY27 key results highlights

¢ Financial Performance:

(¢]

AlA Engineering reported 6.2% YoY growth in revenue to 1,093
crore in Q2FY27, driven by a 9% increase in realisation to X177 per
kg, which offset a 2.6% decline in volumes to 61,508 MT. Gross
margin remained largely stable at 63.1%.

However, EBITDA declined 4.7% YoY to X283 crore, with EBITDA
margin contracting 290 bps to 25.4%. Adjusted PAT declined
10.1% YoY to X249 crore. The decline in operating profitability was
primarily attributable to a sharp increase in export freight costs,
which were not fully passed through during the quarter.

¢ Volume & Capacity:

(¢]

Mining volumes increased 3.5% YoY to 39,728 MT, accounting for
around 65% of total sales volume. Non-mining volumes declined
12.1% YoY to 21,780 MT. Management attributed the weakness in
non-mining volumes to quarterly timing differences and
maintained that there was no underlying structural weakness;
however, it indicated that non-mining is relatively less predictable
and is unlikely to be a significant growth driver.

Mining volumes were impacted by certain customer-specific and
geopolitical factors. The company lost some volumes in Mexico
following the imposition of import duties of around 50% on
imports from several countries, including India. Management
indicated that the affected volumes were not material and
believes the impact is already reflected in the current numbers.

Dispatches under the Chilean copper mining order were also lower
during the quarter, as the customer’s mine remained shut for
nearly two months. Operations have since resumed at normal
levels from Q3FY27.

Outlook: Management indicated that FY27 volumes are likely to
remain broadly flat, while it is internally working towards
incremental annual volume growth of 25,000-30,000 MT in FY28
and FY29. This is an internal aspiration rather than formal volume
guidance, with greater clarity expected over the next couple of
quarters. Successful NGDS conversions could provide additional
upside to this growth.

¢ Management commentary:

o

Freight Costs: Export freight costs increased sharply during
Q2FY27 and stood at nearly 10% of sales, compared with the
normal range of around 7-8% indicated by management. The
increase was driven by elevated sea freight rates, air freight usage
and shipping-related disruptions. Management expects freight
costs to move towards the normal 7-8% range, with some
moderation already becoming visible.

Raw material costs, including ferro chrome and steel scrap,
remain elevated but are being passed on to customers.
Management reiterated that realisation is influenced by product
mix, raw material costs, currency movements, freight and
customer buying cycles; hence, the earlier indicative realisation
range of X160-165/kg should not be interpreted as a fixed price
target.

Order Book: The company’s open order book increased to
approximately 1,070 crore, supported by the receipt of some
sizeable orders during the last month of Q2.
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o The company incurred capex of X86 crore during H1FY27 and
expects an additional ~X250 crore in H2FY27. The planned
expenditure includes the acquisition of land for a new corporate
house and maintenance/incremental capex of approximately I50-
75 crore.

o The company continues to pursue a value-added, solution-led
strategy by offering grinding media, liners and the New
Generation Discharge System (NGDS) as an integrated package
to mining customers. The solution is designed to improve mill
operating conditions, throughput and metal recovery, particularly
in copper and gold mines.

o The proposed geographical expansion in Ghana and China
remains on hold for another quarter. Management indicated that
it would reassess the plans and potentially reactivate the
expansion by the end of the next quarter, while the immediate
focus remains on ongoing customer trials and mining conversions.

o The consolidated working capital cycle remained broadly stable
at around 129 days in Q2FY27. Inventory comprised 41 days of
raw material and 79 days of work-in-progress and finished goods,
while receivables stood at 87 days.

ICICI Securities | Retail Research
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Financial summary

(Year-end March) FY25 FY26E FY27E FY28E (Year-end March) FY25  FY26E  FY27E  FY28E
Total operating Income 4,287 4,420 4,777 5,418 Profit after Tax 1,060 1,269 1,183 1,355
Growth (%) -11.7 3.1 a1 134 Add: Depreciation 103 113 117 130
Raw Material Expenses 1,738 1,695 1,800 2,091 (Inc)/dec in Current Assets 296 -540 119 -487
Employee Expenses 185 199 214 228 Inc/(dec) in CL and Provisions 9 69 27 60
Other expenses 1,215 1270 1511 1g28  Others 3 3 3 3
Total Operating Expenditure 3,138 3164 3524 3946  CF from operating activities 1,468 911 1446 1,058
EBITDA 1149 1256 1253 1472 (Inc)/dec in Investments -491 -437 -898 -668
Growth (%) 138 93 o5 175 (Inc)/dec in Fixed Assets -153 -110 -384 -150
Others -27 -49 -20 -20

Depreciation 103 13 s 130 CF from investing activities -491 -437 -898 -668
Interest 21 37 6 14 lssue/(Buy back) of Equity 0 0 0 0
Other Income 332 474 432 478 Inc/(dec) in loan funds -41 30 -485 0
PBT 1,357 1578 1563 1806  pjjidend paid & dividend tax -151 -149 -149 -149
Others 0 0 0 0 Inc/(dec) in Sec. premium -266 0 0 0
Total Tax 308 323 380 452 Others 8 8 8 8
PAT 1,060 1,269 1,183 1,355 CF from financing activities -212 -760 -149 -169
Growth (%) -6.8 19.7 -6.8 145 Net Cash flow 217 -182 399 221
EPS (Rs.) 113.6 136.0 126.8 145.2 Opening Cash 180 397 215 614
Source: Company, ICICI Direct Research Closing Cash 397 215 614 835

Source: Company, ICICI Direct Research

(Year-end March) FY25 FY26E  FY27E FY28E (Year-end March) FY25  FY26E  FY27E FY28E
Liabilities Per share data (Rs.)
Equity Capital 18.7 187 187 187 EPS 1136 136.0 126.8 145.2
Reserve and Surplus 6,908 7,987 9,020 10,206 Cash EPS 1246 148.1 139.3 159.2
Total Shareholders’ funds 6,927 8,005 9,039 10,225 BV 7423 857.8 968.6 1,095.6
Total Debt 485 0 0 0 DPS 16.2 16.0 16.0 16.0
Deferred Tax Liability 97 104 104 104 Cash Per Share 426 23.0 65.8 89.5
Total Liabilities 7,531 8,146 9,190 10,386 Operating Ratios (%)
Assets EBITDA Margin 26.8 28.4 26.2 27.2
Gross Block 1,981 2,133 2,483 2,633 PBT / Total Operating income 32.1 36.2 33.2 34.0
Less: Acc Depreciation 829 925 1,041 1,171 PAT Margin 25.1 29.2 25.1 255
Net Block 1,152 1,208 1,442 1,462 Inventory days 87.8 1053 92.7 10358
Capital WIP 77 16 50 50 Debtor days 71.4 97.9 85.0 85.0
Total Fixed Assets 1,229 1,224 1,492 1512 Creditor days 17.0 18.4 18.0 18.0
Investments 3,865 4,169 4,669 5,169 Return Ratios (%)
Inventory 1,017 1,256 1,197 1512 RoE 15.3 15.9 13.1 133
Debtors 826 1,169 1,097 1,238 RoCE 183 19.9 17.1 176
Loans and Advances 130 131 125 141 RolC 336 31.0 29.9 314
Other Current Assets 199 157 173 188 Valuation Ratios (x)
Cash 397 215 614 835 P/E 28.7 24.0 25.7 225
Total Current Assets 2,569 2,927 3,207 3915 EV/EBITDA 23.2 20.7 20.1 16.6
Creditors 197 220 232 262 EV/ Net Sales 6.3 6.0 5.3 4.6
Provisions 9 6 10 12 Market Cap / Sales 7.2 7.0 6.5 5.7
Total Current Liabilities 303 372 398 459 Price to Book Value 4.4 3.8 34 3.0
Net Current Assets 2,267 2,656 2,308 3,456 Solvency Ratios
Application of Funds 7,531 8,146 9,190 10,386 Debt/EBITDA 0.4 0.0 0.0 0.0
Source: Company, ICICI Direct Research Debt/ Equity 0.1 00 00 0.0
Current Ratio 7.2 7.3 6.5 6.7
Quick Ratio 38 3.9 35 34

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research

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%

Pankaj Pandey

ICICI Securities | Retail Research

Head - Research

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto
House,

Road No 13, MIDC,
Andheri (East)

Mumbai — 400 093
research@icicidirect.com

pankaj.pandey@icicisecurities.com
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ANALYST CERTIFICATION

I/We, Chirag Shah, PGDBM, Dilip Pandey, MBA, Gourav Aggarwal, MBA, 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
—INHO000000990. 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. Jeetu Jawrani 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. ICICl 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 Atrtificial Intelligence tools for preparation of this Research Report

SEBI Guidelines for Research Analyst (RA) requires all RAs to disclose terms and conditions pertaining to Research Services to all clients. Please go through the “Mandatory terms and conditions”
and “Most Important Terms and Conditions”.
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