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Snapshot

Price Band (Rs./Share)

443-453
01st Dec 2021

Tega Industries is a leading manufacturer and distributor of
specialized ‘critical to operate’ and recurring consumable
products for the global mineral beneficiation, mining and bulk
solids handling industry, on the basis of sales as of June 30, 2021.
Globally, company is the second largest producers of polymerbased mill liners on the basis of revenues as of June 30, 2021.

Opening date of the issue
Closing Date of the issue
No of shares pre issue
Issue size
Offer For Sale (No)
Face Value (Rs/ share)
Bid Lot

VALUATION
Company is bringing the issue at price band of Rs 443-453 per
share at p/e multiple of 22 on post issue FY21 eps.
Company being leading producer of specialized and “critical to
operate” products, with high barriers to replacement or
substitution is insulated from mining capex cycles, as its products
cater to after-market spends, providing recurring revenues. Also,
company’s high value add and technology intensive products,
backed by strong R&D and focus on quality control has long
standing market player with marquee global customer base and
strong global manufacturing and sales capabilities. Company
with consistent growth characterized by operational efficiency
and high repeat business has experienced management team
supported by large, diverse and skilled work force.
Hence we recommend “Subscribe” on issue for both listing gain
& long term purpose.

03rd Dec 2021

66,293,149 Eq Shares
Rs 606-619 Cr
13669478 Eq Shares
10
33

BIDDING DETAILS
QIBs (Including Anchor)

50% of the offer (Approx
6834738 Eq Shares)

Non-Institutional

15% of the offer ( Approx
2050422 Eq Shares)

Retail

35 % of the offer ( Approx
4784318 Eq Shares)

Lead managers

Axis Capital Ltd, JM Financial

Registrar to the issue

Link Intime India Pvt. Ltd.

WHAT WE LIKE
Leading producer of specialized and “critical to operate” products, with high barriers to replacement or substitution.
Globally, company is the second largest producers of polymer-based mill liners in terms of revenues as of June 30, 2021, in a near
oligopolistic market structure. Company’s products are critical to the overall productivity of a mineral processing site. They are a
relatively low cost component in a unit’s operations, however, they play a critical role in determining a unit’s productivity, in terms
of throughput, lower grinding media consumption, lower energy consumption and lower downtime, leading to lower operating costs
for its customers. Also, company’s relationships with some of the world’s largest senior miners and a robust order book of ₹3,161.36
million as of June 30, 2021 allow company significant visibility to plan for future growth.
Insulated from mining capex cycles, as company’s products cater to after-market spends, providing recurring revenues.
Company’s products cater to the after-market spend of a mining processing unit. After-market spend is typically three times of the
upfront capex spend over the lifecycle of a mill, and is a recurring cost for miners. After-market spend for a mining processing unit
comprises regular operating expenses which include costs of wear and separation parts, grinding media, power consumption, liners
and other regular operating expenses. As a result, 76.28%, 74.29%, 75.43% and 79.72% of company’s sale of products and services
in three months period ended June 30, 2021 and last three Fiscals 2021, 2020 and 2019 resulted from repeat orders of spares.
Consistent growth, characterized by operational efficiency and high repeat business
Company’s business operated with 60.42%, 59.80%, 60.02% and 59.39% material margins (calculated as revenue from operations
less cost of material consumed and change in inventories of finised goods and work-in-progress divided by revenue from operations
x 100) and 16.54%, 27.86%, 16.85% and 16.49% EBITDA margins in the three months period ended June 30, 2021, Fiscals 2021,
2020 and 2019, respectively. Company’s strong market position and entry barriers helps company maintain high margins over time.
Company’s business is capital efficient, with sale of products being 4.57 times of the property, plant and equipment (sale of products
divided by net carrying value of property plant and equipment) for the Fiscal 2021 and ROCE of 24.76% for Fiscal 2021. Further,
company have successfully maintained this operational efficiency while completing and integrating acquisitions, joint ventures and
strategic alliances, including company’s acquisitions in Chile, South Africa and Australia. Company’s repeat business from existing
mineral processing sites accounted for 76.28%, 74.29%, 75.43% and 79.72% of company’s revenue from operations in the three
months period ended June 30, 2021, Fiscals 2021, 2020 and 2019,each year.
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COMPANY BACKGROUND
Tega Industries offer comprehensive solutions to marquee global clients in the mineral beneficiation, mining and bulk solids handling
industry, through its wide product portfolio of specialized abrasion and wear-resistant rubber, polyurethane, steel and ceramic based
lining components, used by company’s customers across different stages of mining and mineral processing, screening, grinding and
material handling, including after-market spends on wear, spare parts, grinding media and power, which are regular operating expenses
for company’s customers.
Company’s product portfolio comprises more than 55 mineral processing and material handling products. Company’s products offering
include consumables required in the mines and mineral processing industry. In the sequence of their usage in the mineral processing
value chain, after blasting to floatation, company’s products include chutes and its liners, grinding mill liners, trommels and screens,
hydrocyclones, pumps and flotation parts and conveyor products. Company’s product range is engineered with a combination of mineral
processing engineering, mechanical engineering and material sciences, while utilising its expertise in tribology.
The details of company’s customer base for the respective periods are set out below
Customer Base
Domestic
Overseas
Total

Three months period
ended June 30,2021
98
114
212

FY21

FY20

FY19

255
258
513

239
259
458

215
264
479

Source:RHP
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INVESTMENT RATIONALE
Leading producer of specialized and “critical to
operate” products, with high barriers to
replacement or substitution

Globally, company is the second largest producers of polymer-based
mill liners in terms of revenues as of June 30, 2021, in a near
oligopolistic market structure. Company is present across the value
chain of mineral processing site, providing a wide range of products
and solutions for processing across different stages of mineral
processing.

High value add and technology intensive products,
backed by strong R&D and focus on quality control

Company’s in-house R&D and manufacturing capabilities, including
design, process engineering and manufacturing facilities, allow
company to turn around customized designs in a short time frame, offer
comprehensive solutions and better service standards to its customers
and cross sell multiple products to its customers. Company design and
customize its products uniquely for each customer site, taking into
account multiple characteristics of the application including type of ore,
ore size, tonnage, breakage rate, power or rotational speed, pH,
temperature, humidity, size, distribution and trajectory, sound levels,
health and safety standards

Strong Track record

Company have a track record of developing and commercializing a
diverse and innovative product portfolio of 55 mineral processing and
material handling products over the years, including DynaPrime
launched by company in 2018.
This product is targeted towards large mineral processing units which
historically or conventionally had relied on traditionally used steel
liners. DynaPrime has unlocked a new addressable market for
company. As of March 31, 2021, Company’s order book for DynaPrime
includes 23 target sites. As of June 30, 2021, company’s order book for
DynaPrime includes 28 target sites.

Long standing market player with marquee global
customer base and strong global manufacturing and
sales capabilities.

Company commenced operations with a foreign collobaration with
Skega AB, Sweden in 1978. Over time, company have diversified its
capabilities by expanding its product portfolio and augmenting its
technical capabilities. Starting from one manufacturing facility in 1978,
company have now grown to operate six manufacturing facilities across
the globe.
Company have a track-record of servicing leading global mining
companies for a long period of time and in several
cases, company’s relationships with key customers span more than 10
years, leading to high repeat revenues for company.
Moreover, company’s deep relationships with some of the world’s
largest senior miners and a robust order book of
₹3,161.36 million as of June 30, 2021 allow company significant
visibility to plan for future growth.
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MANUFACTURING PROCESS

Source : RHP

OBJECTS OF ISSUE
The objects of the Offer are to achieve the benefits of listing the Equity Shares on the Stock Exchanges and for the Offer for Sale of up
to 13,669,478 Equity Shares.

RISKS
Company’s global manufacturing facilities, sales and operations expose it to the risks of doing business in foreign countries, which may
adversely affect company’s business, financial condition and results of operations.
Source:RHP
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INDUSTRY OVERVIEW
Global Mill Liner Market Share Breakdown by Industry, 2020 & 2030

Historic, Future & Current Trommel Demand Forecast

Historic, Future & Current Mill Liner Demand Forecast

Historic, Future & Current Hydrocyclone Demand Forecast

Global Trommel Market Share Breakdown by Region, 2020 & 2030

Global Mineral Processing Industry Market Size (Million Tons)

Source: RHP
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(Rs in Mn)
Financials

Q1FY22

FY21

FY20

FY19

1732.07

8055.22

6848.47

6337.57

1497.06

6180.42

5783.14

5370.1

235.01

1874.80

1065.33

967.47

13.57

23.27

15.56

15.27

61.79

511.62

106.95

92.56

105.00

401.80

383.55

377.55

191.80

1984.62

788.73

682.48

36.13

172.78

214.39

236.02

155.67

1811.84

574.34

446.46

6.16

26.78

18.09

18.09

161.83

1838.62

592.43

464.55

43.01

474.57

-62.61

137.85

118.82

1364.05

655.04

326.70

ROE %

6.86
1.88

16.93
22.23

9.56
14.16

5.15
8.14

EPS

2.06

23.68

11.37

5.67

576.01
6311.52

576.01
6137.22

576.01
4624.89

576.01
4011.05

Total Revenue (A)
Total Expenditure (B)
EBIDTA
EBIDTA Margin
Other Income
Depreciation
EBIT
Interest
PBT
Sh of profit in Associate
PBT
Tax
PAT
NPM

Eq Cap
Net Worth

PEERS ANALYSIS
Following is peer group analysis:
Particulars (FY21)

Sales (Rs Cr)

PAT (Rs Cr)

OPM %

ROE %

EV/EBIDTA P/E
(x)

AIA Engineering
Tega Industries

2818.00
805.52

565.70
136.41

22.74
23.27

20.06
22.23

19.79
---

Source: Ace Equity Database as on 30th Nov’21

Source: RHP
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DISCLAIMER
HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed
to carry on the business of broking, depository services, merchant banking services, Portfolio Management Services and other
related activities. Broking services offered by HEM Securities Limited are under SEBI Registration No.: INZ000168034.
This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No.
INH100002250 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only
and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of
any use made of this information. Each recipient of this report should make such investigation 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), and should consult his own advisors to determine the merits and risks of such investment. This should not be construed
as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for all
investors.
This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. This report 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 HSL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this statement as may
be required from time to time. HSL or any of its associates / group companies 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 this report. HSL is committed to
providing independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading
and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past
performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in this report
are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report.
We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.
HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of 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 subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.
Investments in securities market are subject to market risks, read all the related documents carefully before investing.
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