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Price Band Recommend 

Rs. 193-203 SUBSCRIBE 

DEE Development Engineers Ltd  INDSEC 
IPO Meet Note 

JUNE  20, 2024 

Issue Break-Up 

Reservation for % of Issue 

QIB 50% 

NIB 15% 

Retail 35% 

Total 100% 

The Issue 

Type of Issue Issue size Rs. Mn 

Fresh Issue 3,250 

Offer for Sale 930 

Total 4,180 

Post issue mkt cap (Rs. bn)* 14.02 

Lot size 73 

Indicative Offer Timeline  Indicative Date  

Bid/Offer Opening Date 19th June, 2024 

Bid/Offer Closing Date 21st June, 2024 

Finalization of the Basis of Allotment 24th June, 2024 

Initiation of refunds 25th June, 2024 

Credit of shares 25th June, 2024 

Listing Date 26th June, 2024 

  

Manager: SBI Capital markets Ltd, Equirus capital Ltd  

Registrar Link Intime India Private Ltd 

*At Upper Price Band 

Use of Proceeds 

  Funding working capital requirements    -   Rs.750 mn 

  Debt payment                                               -   Rs 1750 mn 

  General corporate purposes 

Saral Seth 
VP—Institutional Equities 

sarals@indsec.co.in  

+91 22 61146139 

Leading process pipe solutions player… SUBSCRIBE 
• DEE Development Engineers Ltd is an engineering company providing specialized process piping solutions for in-

dustries such as oil and gas, power, chemicals and other process industries through engineering, procurement 
and manufacturing. 

• Company has over three decades experience in manufacturing  and supply piping products such as high-pressure 
piping systems, piping spools, high frequency induction pipe bends, Longitudinally Submerged Arc Welding pipes, 
industrial pipe fittings, pressure vessels, industrial stacks, modular skids and accessories including, boiler super-
heater coils, de-super heaters and other customized manufactured components. 

• Apart from that company offers a range of services to their customers in the nature of engineering services which 
can be broadly divided into basic engineering, design engineering, detailed engineering, pre bid engineering, lay-
out engineering, as built drawings, skid pipe engineering, material engineering. 

• Company have seven strategically located Manufacturing Facilities at Palwal in Haryana, Anjar in Gujarat, Barmer 
in Rajasthan, Numaligarh in Assam and Bangkok in Thailand, with three Manufacturing Facilities located at Pal-
wal, Haryana. Cumulative installed capacity of all of these facilities are 94,500  MT as of FY23. 

• Company over the years  have developed strong relationships with its  customers, which includes global compa-
nies such as JGC Corporation, Nooter Eriksen, MAN Energy Solutions SE, Mitsubishi Heavy Industries, and John 
Cockerill S.A, and Indian companies such as Reliance Industries Ltd, Thermax Babcock & Wilcox Energy Solutions 
Ltd India, HPCL–Mittal Energy Ltd, Toshiba JSW Power Systems Private Ltd, etc. 

• In FY23 Exports contributed 45.1% to the total revenue from operations. Products manufactured by the company 
are exported to countries like USA, Europe, Japan, Canada, Middle East and many more. 

• In Addition to the manufacturing the piping systems, company generate and sales power through its  two bio-
mass power generation plants in Abohar and Muktsar, Punjab, with a contracted annual capacity of 8 MW and 6 
MW, respectively. 

• Recently company ventured into a new business vertical of pilot plants, where the company  will doing the de-
sign, engineering, fabrication and manufacturing of pilot plants, at their Palwal Facility III. 

Valuation and Outlook:  

At upper price band of Rs. 203, the IPO is valued at post issue EV/EBITDA of 14.3x i.e. 25% discount to ISGEC.    
Overall, DEE Development Engineers Ltd is a company which manufactures specialized piping solutions for various 
application which includes Power, Oil & Gas and many more. Over the period of FY21-23, the company has grown 
its Rev/EBITDA at a CAGR of 10%/14% respectively. Going forward, we have a positive view on the company on 
back of decent growth expected from industry as back of robust capex planned by end user industries, focus of im-
proving  deleveraging and high margin products. Additionally venturing into new business verticals and the main-
taining a strong order book over the years are some of the positive to watch out for. We thus issue a SUBSCRIBE 
rating on the issue. 

Jainam Shah 
Research Associate 

jainams@indsec.co.in  

+91 22 61146127 
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key financial summary 

Key Risks: 

 Sector Concentration: Company business is heavily dependent for its revenue on oil and gas ,power and process industries. Any downturn in these sector 

would affect the revenue and profits of the company. In FY23 Oil and gas contributed 51.35% of the total revenue, followed by power which contributed 34.2% 

of the total revenue.   

Customer Concentration and short term contract with customers: Company derives significant revenue from operations from a small number of customers, 

and it also doesn't have long term contracts with them. In FY23 top 10 customers contributed 71% of the total revenue, while the largest customer contributed 

13% of the total revenue.   

Dependence on third party agents: Company depends heavily on third-party agents, to source a portion of their customers. Such third-party agents market 

and promote company’s products and services. In FY23,58% of the revenue from operations were through third party agents. Company’s inability to maintain a 

stable distribution network of third-party agents and to attract new third-party agents in the future could adversely affect their business. 

  

 

 

Pre-issue and post-issue holding structure 

 Pre-issue Post-issue* 

Shareholding pattern Holding (%) Holding (%) 

Promoter &  

Promoter Group 
100% 70% 

Public  0% 30% 

Total 100% 100% 

* At upper price band 

Financial summary (Rs. mn) FY21 FY22 FY23 9MFY24 

Revenue 4952 4609 5955 5456 

Ebitda  537 646 692 679 

Ebitda margin 10.8% 14.0% 11.6% 12.5% 

PAT 142 82 130 143 

PAT  Margin 3% 2% 2% 3% 

ROCE 2.5% 4.1% 4.0% 4.0% 
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KPI’s 

Facilities 

  9MFY23 2023 2022 2021 

Product Name  

Installed 
Capacity 
(in MT)* 

Capacity 
Utilization 
(in %) 

Installed 
Capacity 
(in MT)* 

Capacity 
Utilization 
(in %) 

Installed 
Capacity 
(in MT)* 

Capacity 
Utilization 
(in %) 

Installed 
Capacity 
(in MT)* 

Capacity 
Utilization 
(in %) 

Palwal Facility 1 Induction Bends 6750 5.45% 9000 5.62% 9000 5.57% 9000 5.23% 

Palwal Facility 2 Pipe Fittings 2250 50.43% 3000 67.13% 3000 60.77% 3000 42.43% 

Palwal Facility 3 Piping Spools 18000 107% 24000 78.84% 24000 42.07% 24000 48.90% 

Barmer Facility (HRRL)* Piping Spools 3750 78.99% 5000 55.04% 5000 31.29% 0 0 

Anjar Facility 1 Piping Spools 2250 64.83% 3000 41.60% 0 0 0 0 

Bangkok Facility  Wind Turbine Towers 10875 39.79% 14500 39.34% 14500 23.84% 14500 19.28% 

Anjar  Heavy Fabrication Facility Piping Spools 27000 25.98% 36000 26.63% 36000 21.19% 36000 21.52% 

Particulars 

9MFY23 2023 2022 2021 

In ₹ million % of the revenue  In ₹ million % of the revenue  In ₹ million % of the revenue  In ₹ million % of the revenue  

Piping Division 4753 87% 5291 89% 3707 80% 4181 84% 

Power Division 615 11% 740 12% 786 17% 667 13% 

Heavy Fabrication Division 185 3% 182 3% 224 5% 159 3% 

Elimination * -98 -2% -258 -4% -107 -2% -54 -1% 

Total 5456 100% 5955 100% 4609 100% 4952 100% 
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Leading Player with significant barriers to entry  

Company operates in the process piping industry which has high barriers to entry as a result of the requirement of skilled labour with complex manufac-

turing technology, high capital investment and the presence of robust design and execution capability. 

Additionally as per the industry report the resources and time involved for a customer to change its suppliers are relatively high, consequently disincentiv-

izing such change and acting as a barrier to entry.  

Apart from that companies customers typically avoid sharing product related information with numerous manufacturers in order to restrict the spread of 

confidential information and as a result, customers select manufacturers after carefully reviewing them and tend to develop long-term relationships with 

them. 

Long standing customer relationships with a strong order book 

Company over the years have developed long-term relationships with customers across industries they cater to. Some of the notable customers that the 

company have relation are JGC Corporation, Nooter Eriksen, MAN Energy Solutions SE, Mitsubishi Heavy Industries and John Cockerill S.A, Reliance Indus-

tries Ltd ,Thermax Babcock & Wilcox Energy Solutions Ltd India, HPCL–Mittal Energy Ltd, Toshiba JSW Power Systems Private Ltd,etc. 

 

 

 

 

 

Strengths  

Customer  Country  Numbers of years of association 

Reliance Industries Ltd India 12 

Mitsubishi Heavy Industries Japan 12 

Toshiba JSW Power Systems Private Ltd India 10 

Nooter Eriksen USA  10 

MAN Energy Solutions SE Germany 11 

John Cockerill S.A Belgium 10 

UOP India Private Ltd India 8 
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In addition to the long term relationship ,the company has with its customers, company also has a robust order book. With a substantial orders from oil and 

gas sector and its domestic customer base.   

 

  

 

 

 

 

Wide range of specialized product offerings and services with diversified customers across geographies and sectors  

-Company has a very diversified product portfolio which includes piping spools, induction pipe bends, industrial pipe fittings, pressure vessels, modular piping 

(skids and modules), industrial stacks, wind turbine towers and pilot plants. This allows the company to have limited dependence on few products. 

-Additionally, the company sells its products across a total of 27 different countries worldwide. In FY23 overall the revenue from overseas stood at 45% of the 

total operations. 

-Apart from that company’s products finds applications in industries such as oil and gas, power (including nuclear), process industries and chemicals. 

  

Strengths (continued) 

Sectors  
Order book (Rs.mn) 

as of 9MFY24 

As a percentage of revenue from operations 

9MFY24 FY23 FY22 FY21 

Oil and gas 6117 112% 103% 133% 124% 

Power (including nuclear) 2017 37% 34% 44% 41% 

Process Industries 154 3% 3% 3% 3% 

Total 8288 152% 139% 180% 167% 

Sectors  
As a percentage of revenue from operations 

9MFY24 FY23 FY22 FY21 

Oil and gas 53% 51% 42% 33% 

Power (including nuclear) 25% 34% 40% 45% 

Process Industries 11% 2% 1% 5% 

Chemicals  0% 0% 0% 5% 

Total 89% 88% 83% 87% 
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Leverage their market position to capitalize on the sector's capital expenditure cycle revival.  

As per the D&B Report, the demand for process piping solution is directly tied to the capital expenditure pattern taking place in the industrial segment. Con-

struction of any nature involving creation or expansion of an industrial facility will almost always result in demand for process piping hardware and services. 

Given that the company has market leadership in piping systems, company will be able to capitalize the opportunity if the capex in the coming years stands 

robust   

 

 

 

 

 

 

 

Forging technology tie-ups with select global OEMs to derive consistent order flow and making it a preferred partner 

Company intends to augment its scale of operations through inorganic expansion strategies, including selectively evaluating targets for technical alliances, in 

order to consolidate their position as an integrated, comprehensive solution for providing specialized process piping solutions. 

Company and a multinational oil and gas company have entered into the Collaboration Agreement in order to use and/ or incorporate each other’s intellectu-

al property for mutual business benefits in relation to a pipe fabrication automation trial/ test by utilising certain automation equipment. 

Company intends to enter into similar technology tie-ups with other global OEMs in process industries for reducing the time involved in product cycles and 

assuring deliveries to further enhance their engineering capabilities and enter into previously untapped markets. 

 

Strategies  

Sectors  
Capital expenditure projects currently under 

implementation (In Rs.Tn) 
Percentage expected/estimated to be operational 

Capital expenditure  
spending visibility beyond 

Petroleum refining 3.39 45% is estimated to have been operational by the end of 
CY 2023 with the remaining spread over the next three 

years, extending till 2026 

6.88 

Chemical manufactur-
ing 

1.57 45% is expected to be operational by the end of CY 2024 
with the remaining spread over the next three years, ex-

tending until 2026. 

2.27 

Power generation 4.27 83% is expected to be operational by the end of FY 2024, 
with the remaining spread until FY 2026. 

5.25 
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Focusing on high margin products  

Going forward company intends to sustain and increase the growth of their piping division through a combination of measures including by increasing contri-

butions from modular skid components, usage of higher-grade materials and focusing on customer retention. 

Launch its pilot plant offerings in the near-future 

Company  have recently expanded their business by entering a new business vertical of design, engineering, fabrication and manufacturing of pilot plants. Or-

der book from pilot plants as of December 31, 2023 is Rs.106.08 mn. Pilot plants are small scale process plants which act as a pre-commercial production sys-

tem to evaluate the feasibility of certain processes before the start of full-scale production. 

Company recently received their first order for the design engineering fabrication and manufacturing of the pilot plant.  

Focus on deleveraging and maintaining financial flexibility 

-Company intends to utilize Rs.1.75 bn of the Net Proceeds towards the repayment or prepayment of all or a portion of certain borrowings availed by them. 

 -As part of their strategic initiatives, company intend to deleverage themselves through repayment or re-financing of existing debt or an equity injection. 

 

 

 

 

 

 

  

 

Strategies  
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Industry overview  
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Peers  

Company Name  Order book (9MFY24) Revenue  EBITDA  EBITDA Margins  ROE  P/E  EV/EBITDA*  D/E * 

DEE Development Engineers Ltd  8,287 5,456 679 12.5% 3.3% 73 
                       

14.3 
                               

0.33  

ISGEC Heavy Engineering Ltd  85,840 43,514 3,605 8.3% 9.0% 38 19.2 
                               

0.32  
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BUY : Expected total return of over 15% within the next 12-18 months. 

HOLD : Expected total return between 0% to 15% within the next 12-18 months. 

SELL : Expected total return is negative within the next 12-18 months. 

NEUTRAL: No investment opinion, stock under review. 

Note: Considering the current pandemic situation, the duration for the price target may vary depending on how the macro scenario plays out. Therefore, the duration which has been mentioned as a period of 12-18 
months for upside/downside target may be higher for certain companies. 

INDSEC Rating Distribution 

DISCLOSURE 

DISCLOSURE 

BUSINESS ACTIVITIES: 

Indsec Securities and Finance Ltd (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency 
Derivative Segment) vide registration No. INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of the National Securities Depository Ltd (NSDL) and a SEBI 
registered Portfolio Manager. With this setup ISFL is in a position to offer all types of services in the securities industry. 

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is today empaneled with most of the local financial institutions, insurance companies, banks and mutual 
funds. ISFL has grown from being a medium size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services. 

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993 vide registration No. INP000001892. 

DISCIPLINARY HISTORY: 

• No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under 

• No penalties have been imposed for any economic offence by any authority.  

• No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency. 

• There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or initiated by any regulatory authority against the Company or its Directors, principal officers or em-
ployees or any person directly or indirectly connected with the Company. 

DECLARATION: 

• ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies); 

• ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject company (ies); 

• Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);  

• ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the time of publication of this document; 

• ISFL has not received any compensation from the subject company (ies) in the past twelve months; 

• ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months; 

• ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the subject company (ies) in the past twelve months; 

• ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document; 

• None of the research analysts have served as an officer, director or employee of the subject company (ies); 

• ISFL has not been engaged in the market making activity for the subject company (ies); 
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GENERAL TERMS AND CONDITION/ DISCLAIMERS: 

This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of security. 

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. However, we do not guarantee its accuracy and the information may be incomplete 

and condensed. Note however that, we have taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other employee of our company is in any way responsible for 

its contents. The Company’s research department has received assistance from the subject company (ies) referred to in this document including, but not Ltd to, discussions with management of the subject company (ies). All opinions, projections 

and estimates constitute the judgment of the author as of the date of this document and these, including any other information contained in this document, are subject to change without notice. Prices and availability of financial instruments 

also are subject to change without notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or 

other reasons that may prevent us from doing so. 

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any decision to purchase/sale securities mentioned in this document must take into account existing public 

information on such security or any registered prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies dis-

cussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Each recipient of this document should make such investigations as it deems necessary to 

arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved). 

This document is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use 

would be contrary to law, regulation or which would subject the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for distribution to the US taxpayers covered under 

US Foreign Account Tax Compliance Act (FATCA) provisions. 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 

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Any comments or statements made herein are those of the analyst and do not necessarily 

reflect those of the company. No matter contained in this document may be reproduced or  copied without the consent of the company. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prose-

cution. The information contained in this document is intended solely for the recipient and may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties. 

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL 

DISCLOSURE 


