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GMM Pfaudler Ltd.

Company Background:

GMM Pfaudler was originally incorporated in 1962 as Gujarat Machinery Manufacturers
Ltd (GMM). The company manufactures glass lined equipment, heavy engineering and
proprietary products. In 1987, Pfaudler Inc, the world leader in GLE and glass-lining
technology, acquired a 40% stake in the company; in 1999, it increased its stake in GMM
to 51%, following which GMM was renamed GMM Pfaudler. GMM Pfaudler's products are
used primarily in the chemical, pharmaceutical, and allied industries. Its facilities are at
Karamsad, in Gujarat, and in Pune.

Issue Details:

The promoter of the company Pfaudler Inc,, Millars machinery company private Itd and
Ms. Urmi Patel proposes to sell up to 25,71,429 equity shares representing 17.49% of the
total paid-up equity share capital of the company and face value of Rs.2/- each, with an
option to additionally sell up to 15,21,671 equity shares representing 10.41% of the total
paid-up equity share capital of the company. The floor price has been set at Rs. 3500/-
per share.

Allocation Methodology:

The allocation would be made on price priority method at multiple clearing prices in
accordance with the SEBI OFS circular. The issue opens for subscription on September
22, 2020 for institutional bidders. Retails investors for whom 10% shares have been
reserved will get to bid on September 23, 2020.

Rationales:

Market leadership in the domestic GLE industry

The GMM Pfaudler's product quality and large production capacities have made the
company a market leader in the domestic GLE industry, with a market share of around
55%. It faces intense competition in the small vessel segment from other domestic
players. However, the group has a near monopoly in the large vessels segment with
capacities of over 16,000 litre,

Technology edge

GMM's majority ownership by Pfaudler gives it a clear technology edge - and a critical
competitive advantage - in the Indian market. Pfaudler is the inventor of glass-lining
technology and has continued to set the bar for innovation and advancements in the
industry globally. With over 20% global share in what is largely an oligopolistic market,
Pfaudler is only likely to strengthen its position going ahead. This augurs well for GMM
too, as it continues to have access to best-in-class technology, an attribute essential to
the business.

Long-standing customer relationships

GMM Pfaudler has been operating in India for close to five decades and has been a
credible supplier to most of the large Indian companies in the pharmaceuticals,
chemicals, and petrochemicals sectors. By leveraging its technology edge and supplying
high quality reactors, GMM has won repeat orders on a recurring basis and built long-
standing relationships with all its key customers.
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Plant acquisition

The company has entered received approval to sign definitive documents with De Dietrich Process Systems India Pvt Ltd. for the
acquisition of their Glass Lined Equipment manufacturing facility in Hyderabad, Telangana for consideration equivalent to EURO 6.25mn
(Rs.~550mn). The facility is located at Nacharam Industrial Estate, Telangana and spread across an area of 6 acres with the annual
capacity of 400 equivalent units (EU's). Management expects this acquisition will help the company to strengthen its presence in the
region further. Currently, GMM has 2400 EU capacity at Karamsad Gujarat.

Strong financial performance

Over the years, GMM has a successful track record of delivering consistent growth in sales and profits. In the last five years FY15 -
FY20, GMM's operating revenues and profitability have grown by a CAGR of 14% and 30% respectively. Further, during the same period,
company's operating profit grew by a CAGR of 26%. The company's operating margin has improved from 12% in FY15 to 19% in FY20.
The Company is virtually debt free.

Recommendation:

At the floor price of Rs 3500/-, the stock trades at 70.43x its TTM EPS of Rs.48.69. Considering the management's proven execution
capabilities, increasing dominance in the Indian market and tailwinds from a global upcycle in pharma and chemicals capex, We believe
GMM is well-positioned to capture the opportunity from increasing demand . Hence, we recommend to BID for the OFS on a long-term
basis.

Asit C. Mehta
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Retail Research Desk: Information pertaining to Asit C. Mehta Investment Interrmediates Limited (ACMIIL):
ACMIIL is a SEBI registered Stock Broker, Merchant Banker, Portfolio Manager and Depository Participant. It is
Email: retailresearch@acm.co.in also a AMFI registered Mutual Fund Distributor. It does not have any disciplinary history. Its associate/group
companies are Asit C. Mehta Commodity Services Limited, Asit C. Mehta Realty Services Pvt. Ltd, Asit C. Mehta
Research Analyst Registration Number: Forex Pvt, Ltd, Nucleus IT Enabled Services , Asit C. Mehta Financial Services Limited (all providing services
INHO00002483 other than stock broking merchant banking and portfolio management services.).

CIN: U65990MH1993PLC0O75388 Disclosures

g ACMIIL/its associates and its Research analysts have no financial interest in the companies covered on the
An IS0 9001:2015 Certified report. ACMIIL/its associates and Research analysts did not have actual/beneficial ownership of one per cent
Company or more in the companies being covered at the end of month immediately preceding the date of publication of
the research report. ACMIIL/its associates or Research analysts have no material conflict of interest, have not
received any compensation/benefits for any reason (including investment banking/
merchant banking or brokerage services) from either the companies concerned/third parties with respect
to the companies covered in the past 12 months, ACMIIL/its associates and research analysts have neither
managed or co-managed any public offering of securities of the companies covered nor engaged in market
making activity for the companies being covered. Further, the companies covered neither are/nor were a client
during the 12 months preceding the date of the research report. Further, the Research analyst/s covering the
companies covered herein have not served as an officer/director or employee of the companies being covered

Disclaimer:

This report is based on information that we consider reliable, but we do not represent that it is accurate or
complete and it should not be relied upon such. ACMIIL or any of its affiliates or employees shall not be in
any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in the report. To enhance transparency we have incorporated a Disclosure of Interest
Statement in this document. This should however not be treated as endorsement of the views expressed in
the report.

You are also requested to refer to the disclaimer (which is deemed to be part and parcel and is applicable to
this research report as well) : http://www.investmentz.com/disclaimer
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