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Diffusion Engineers Limited 

Background & Operations: 
Diffusion Engineers Ltd.  (DEL) is engaged in the business of manufacturing welding 
consumables, wear plates and wear parts and heavy engineering machinery for core 
industries. With over four decades of experience, the Company is dedicated to 
providing specialized repairs and reconditioning services for heavy machinery and 
equipment. Additionally, it is also involved in trading of anti-wear powders and 
welding and cutting machinery. It provides super conditioning process at its 
manufacturing facilities, a surface treatment solution for machine components that 
enhances wear resistance, eliminates stress and improves their reparability 
ultimately extending their lifespan and reducing production costs.  
 
DEL has developed a synergistic system of forward integration whereby it 
manufactures special purpose electrodes and flux cored wires which are utilized for 
manufacturing wear resistance plates (commonly known as wear plates). These wear 
plates then become an integral part of majority of large industrial equipment which 
are made in its heavy engineering division and are significant contributor in 
manufacturing of industrial equipment used in core industries like cement, steel, 
power, mining, engineering, oil & gas, sugar, etc. This forward integration helps DEL 
in achieving efficiency in the production process and gaining competitive advantage, 
reducing product costs, enhancing supply chain control and reducing dependency on 
third-party suppliers for its operations. 
 
Amongst the players considered for the industry between fiscal 2021-2024, DEL 
recorded third highest CAGR of 21% in operating income, second highest CAGR of 
38% in profit after tax and third highest CAGR of 33% in EBITDA. (Source: CRISIL 
Report). It invests in R&D activities to create a differentiating factor and sustainability 
in its welding consumables products vis-à-vis its competitors and to meet company's 
clients' specific requirements. Its dedicated DSIR-approved R&D facility at Unit I is 
equipped with laboratory infrastructure for various developmental activities, 
including process refinement, finished products testing and other raw materials 
analysis. As of July 31, 2024, it had 654 employees on its payroll and additional 564 
contract workers in various departments. 
 
On the financial performance front, for the last three fiscals, the company has (on a 
consolidated basis) posted a total income/net profit of Rs. 208.75 cr. / Rs. 17.05 cr. 
(FY22), Rs. 258.67 cr. / Rs. 22.15 cr. (FY23), and Rs. 285.56 cr. / Rs. 30.80 cr. (FY24). 
 

Objects of Issue: 
DEL proposes to utilize the Net Proceeds from the Issue towards funding the 
following objects: 

 Funding capital expenditure requirements towards expansion of existing 
manufacturing facility at Khasra No. 36, 38/1, 38/2, 38/3, Khapri (Uma), Nagpur- 

441 501, Maharashtra, India (“Proposed Expansion”) 

 Setting up of a new manufacturing facility located at Plot Nos. 33-B/1/1/ & 33-

B/1/1/Part, MIDC, Hingna, Sonegaon District, Nagpur – 440 016, Maharashtra (“

Proposed Facility”) 

 Funding working capital requirements of the Company; and 

 General Corporate Purposes 
 

 

 

 

 

 

 

Issue Snapshot: 
Issue Open: September 26 – September 30, 2024 
 
Price Band: Rs. 159 – 168 (Discount of Rs 8 per 
share for all eligible employees) 
 
*Issue Size: Up to 9,405,000 eq sh (including 
employee reservation of upto 50,000 eq sh) 
 
Reservation for:  
QIB                                 upto           50% eq sh    
Non-Institutional         atleast       15% eq sh 
((including 1/3rd for applications between Rs.2 
lakhs to Rs.10 lakhs)) 
Retail                             atleast        35% eq sh 
 
Face Value: Rs 10 
  
Book value: Rs 68.06 (March 31, 2024) 
 
Bid size: - 88 equity shares and in multiples 
thereof  
 
100% Book built Issue 
 
Capital Structure:  
Pre Issue Equity:                  Rs.             28.02 cr 
*Post issue Equity:              Rs.             37.43 cr 
 
Listing: BSE & NSE 
 
Book Running Lead Managers: Unistone Capital 
Private Limited 
 
Sponsor Bank: HDFC Bank Ltd & ICICI Bank 
 
Registrar to issue: Bigshare Services Private 
Limited 
 
Shareholding Pattern 

Shareholding Pattern 
Pre issue 

% 

Post issue 

% 

Promoter and Promoter 

Group  
93.10 69.70 

Public  & Employees 6.90 30.30 

Total 100.0 100.0 

*=assuming issue subscribed at higher band 
Source for this Note: RHP  
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Diffusion Engineers Limited 

Utilisation of Net Proceeds   

DEL proposes to utilise the Net Proceeds towards the following objects:                                (Rs in million) 

S.No Particulars 
Amount to be funded 

from Net Proceeds 

1 
 Funding capital expenditure requirements towards Proposed Expansion of existing manufacturing 

facility at Unit IV 
713.80 

2 
 Setting up of a new manufacturing facility at Hingna, Sonegaon District, Nagpur,Maharashtra 

(“Proposed Facility”) 
303.85 

3  Funding working capital requirements of the Company 220.00 

4  General corporate purposes * 

  Grand Total * 

 

Competitive Strengths 

 Synergistic business models focused on forward integration. 

 Serving industry major players directly as well as through OEMs 

 Long-standing relationships with customers across industries 

 Consistent financial performance 

 Experienced promoters and strong management team 

 Strategically located manufacturing facilities 
 
Business Strategy:  

 Strategic expansion by venturing into nickel, cobalt and iron-based powder manufacturing for enhanced welding consumables 
portfolio 

 Expanding geographical reach 

 Strategic Leasing and Maintenance Business Model for Heavy Equipment 

 Diversifying Anti Wear Solutions and Heavy Engineering Equipment business into new industries 
 

Key Concerns  

 DEL is increasingly dependent on a domestic market for its sales and any a downturn in it could dent the market share; 
 

 The Company had negative cash flows during certain fiscal years in relation to its operating, investing and financing activities. 
Sustained negative cash flows in the future would adversely affect the results of operations and financial condition. 

 

 Operates from four Manufacturing Facilities all of which are located in Nagpur, Maharashtra and therefore, any localized social 
unrest, natural disaster or breakdown of services or any other natural disaster in and around, Nagpur, Maharashtra or any disruption 
in production at, or shutdown of, all manufacturing units could have material adverse effect on the business and financial condition. 

 

 Business is dependent on the performance of certain other industries. Economic cyclicality coupled with reduced demand in these 
other industries, in India or globally, could adversely affect the business, results of operations and financial condition. 

 

 Proposed plans with respect to funding the capital expenditure requirements as per Objects of the Issue is subject to the risk of 
unanticipated delays in obtaining approvals and implementation. 

 

 If there are delays in setting up the Proposed Facility or Proposed Expansion or if the costs of setting up and the possible time or cost 
overruns related to the Proposed Facilities or the purchase of plant and machinery for the Proposed Facilities are higher than 
expected, it could have a material adverse effect on the financial condition, results of operations and growth prospects. 

 

 Business and profitability is substantially dependent on the availability and cost of raw materials and any disruption to the timely and 
adequate supply or volatility in the prices of raw materials may adversely impact the business, results of operations, cash flows and 
financial condition 

 

 Company had made allotment of equity shares in the past which was allotted to more than 49 investors, which may have been in 
non-compliance with the Companies Act, 1956.  
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 Conflict of interest may arise as some of the Group Companies and Subsidiaries are authorized to carry on similar line of business as 
DEL which may lead to real or potential conflicts of interest for its Promoters or Directors. 
 

 Inability to collect receivables and default in payment from customers could result in the reduction of profits and affect its cash flows. 
 

Disclaimer:  
This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must not be used as 
a singular basis of any investment decision. The views herein are of a general nature and do not consider the risk appetite or the particular 
circumstances of an individual investor; readers are requested to take professional advice before investing. Nothing in this document 
should be construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to 
arrive at an independent evaluation of an investment in securities of the companies referred to in this document (including merits and 
risks) and should consult their own advisors to determine merits and risks of such investment. The information and opinions contained 
herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such 
information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its 
accuracy, completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any 
company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update this report for 
such changes. HSL has the right to make changes and modifications at any time.  
This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or 
entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, 
reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or 
licensing requirement within such jurisdiction.  
If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be 
ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published in whole or in part, 
directly or indirectly, for any purposes or in any manner.  
Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse 
effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are 
influenced by foreign currencies effectively assume currency risk. It should not be considered to be taken as an offer to sell or a solicitation 
to buy any security.  
This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial 
instruments. This report should not be construed as an invitation or solicitation to do business with HSL. HSL may from time to time solicit 
from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.  
HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or 
sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn 
brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an 
advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any 
recommendation and other related information and opinions.  
HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due 
to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and 
bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.  
HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and 
financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in 
other securities of the companies / organizations described in this report. As regards the associates of HSL please refer the website. 
HSL 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.  
HSL 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 in the normal 
course of business.  
HSL 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 HSL nor Research Analysts 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. HSL may have issued other reports that are inconsistent with and reach different conclusion 
from the information presented in this report.  
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, 
director or employee of the subject company. We have not received any compensation/benefits from the subject company or third party 
in connection with the Research Report.  
 



 

 
 
5  
 

Diffusion Engineers Limited 

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the Research team and 
all its activities are segregated from Research activities.  The proprietary desk operates independently, potentially leading to investment 
decisions that may deviate from research views. 
 
HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, 
Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066  
Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600  
For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400 
 
HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; 
IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.: 
INA000011538; CIN - U67120MH2000PLC152193  
 
Investment in securities market are subject to market risks.  Read all the related documents carefully before investing. Mutual Funds’ 
Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing. Registration 
granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary 
or provide any assurance of returns to investors. 
 
This report is intended for non-Institutional Clients only. The views and opinions expressed in this report may at times be contrary to 
or not in consonance with those of Institutional Research of HDFC Securities Ltd. and/or may have different time horizons.  Mutual 
Fund Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.  
Disclaimer: HDFC Bank (a shareholder in HDFC Securities Ltd) is associated with this issue in the capacity of Public Issue Bank and Sponsor 
Bank to The Issue and will earn fees for its services. This report is prepared in the normal course, solely upon information generally 
available to the public. No representation is made that it is accurate or complete. Notwithstanding that HDFC Bank is acting for Diffusion 
Engineers Limited, this report is not issued with the authority of Diffusion Engineers Limited. Readers of this report are advised to take an 
informed decision on the issue after independent verification and analysis. 
 
 
 


