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NRB Bearings Limited

Group Snapshot

R/
A X4

Founded in 1965, NRB was the first company to manufacture needle roller bearings in India. For over 40 years NRB
has pioneered the leading edge of bearing technology, and today over 90% of vehicles on Indian roads run on NRB
parts. Since its inception, NRB has grown beyond its signature product to offer a wide range of high-precision friction
solutions not only in the automotive sector, but across all mobility applications.

NRB is the global benchmark for quality and innovative design in high-precision friction solutions. NRB Bearings is a
recognized leader in needle roller bearings, conventional cylindrical roller bearings and has developed a new
generation of lightweight drawn cup bearings.

In 2000 NRB established a dedicated Engineering & Design Centre at Rabale, which has since been recognized by the
Indian Department of Science & Technology as a world-class research and development facility. Over the past decade
the Engineering & Design Centre has remained on the cutting edge, and it is equipped with state-of-the-art design
and modeling software, benchmarking equipment, and testing and simulation facilities.

At NRB, their expertise and knowhow covers the full range of bearing design, from conception to simulation,
validation and production. In addition to using the most advanced professional modeling software, they also design
their own customized software and machinery. Their Engineering & Design Centre uses analysis software, simulation
software and testing rigs that have been designed and produced in-house. Their plants use automated production
and assembly machinery designed by their own engineers.

Their innovative approach and focus on for high-technology products, consistent quality, performance levels and cost
competitiveness leads them to be an engineering differentiated Company. This advantage further enhances the
geographical and locational advantage. The cultural advantage of a less hierarchical, flatter organization with a
collaborative working style is an additional distinct advantage which can be leveraged for global expansion as a
strategy

Application Engineering

Model Build Shop

Testing & Validation

ANAND R ATHI

INVESTMENT SERVICES

Reiteration

N
Anand Rathi Research



NRB Bearings Limited

ANANDR ATHI

World Class Manufacturing Plants INVESTMENT SERVICES

P

e e S — AR

AURANGABAD HYDERABAD THAILAND PANTNAGAR

Source: Company, Anand Rathi Research
3 Anand Rathi Research



I\ﬁ Bearings Limited

Products Portfolio
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% NRB offers a wide range of high-precision friction solutions for all mobility applications. They are leaders in the production of needle bearings and cylindrical roller bearings. They

also manufacture ball bearings, taper roller bearings and all types of thrust bearings.

Bearing Type

Characteristics
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Source: Company, Anand Rathi Research
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Consistent Operating Performance e L e

Revenue (X Mn.) EBITDA & Margins
12%
15.99%
15.69%
15.42% /
I 13.72%
FY 21 FY 22 FY 23e FY 24e FY 21 FY 22 FY 23e FY 24e

* During the year on a consolidated basis, Company recorded net revenue from operations (net of taxes and incentives) of Rs. 9,442 millions as against Rs.7,624 millions for
the last fiscal. The Company recorded a net profit of Rs.756 millions, an increase of 35.7 per cent over Rs. 557 millions for the last fiscal. EBITDA Margins to improve as steel
and others raw material prices are cooling down in global market which will further improve the operational margins.

* The Company along with its subsidiaries, with agility and speed has been steadily investing in and developing innovative process technology and building / customizing its
machines for low volume, custom-designed products and high range production techniques and is leveraging its fast-paced, on-going investment.

% This approach has led NRB to become the first choice supplier for EV and EV agnostic friction solutions the world over. NRB is leading the way by supplying its global
customers in 45 counties and is now a key supplier in advanced mobility applications that will revolutionize and propel the Indian auto component industry forward both
domestically and internationally.

*» NRB’s focus and embracing of future technologies along with re-inventing and altering its capabilities has led the Company to supplying the world’s foremost E-Vehicles.
We valued NRB at Rs 190 i.e. 17x P/E on FY24E EPS. We initiated a BUY on NRB Bearings Limited.
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I\FRB Bearings Limited

Global Bearing Market

The global bearing industry size is estimated at USD 50 billion (CY2019), which is dominated by multinational
companies like AB SKF (Sweden), Schaeffler Group (Germany), The Timken Company (USA) and Japanese
companies like NSK, NTN and JTEKT. SKF is the global market leader in ball bearings which along with five
other players (Schaeffler, Timken, NSK, NTN and JTEKT) account for 60% of the global bearings market share.

Among various geographies, Asia accounts for ~50% of the global bearing demand followed by Europe (22%)
and Americas (22%). North American countries like the US, Canada and Mexico constitute bulk of the bearing
demand in Americas followed by Brazil. The share of Asian countries increased to about 50% of the global
bearing demand, up from 30% around a decade ago.

Over the years, China has become the largest automotive market globally, which led to an emergence of
Chinese bearings companies on the global platform. Today, China accounts for 30% of the global bearing
demand, followed by Japan at 10%. The Chinese bearing market, which remains the largest of the emerging
markets, is very fragmented, with the MNCs accounting for about one third of the market while the other two
thirds of the market consists of many local manufacturers. Some of the largest players include Wafangdian
(ZWZ), Luoyang (LYC), Harbin (HRB), Zhejiang Tianma (TMB), Wanxiang Qianchao, and C&U.

The Indian bearing industry accounts for less than 4% of the global bearing market, though its share is
expected to grow over the medium to long term, supported by increasing industrialization as well as a healthy
growth expected in the automotive market supported by increasing industrialization as well as a healthy
growth expected in the automotive market.

Source: Company, Anand Rathi Research
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Indian Bearing Industry

% The Indian bearing market is estimated at X 12,000 crore and it constitutes less than 4% of the global bearing
demand. In terms of consumption, about 60% requirement is met through domestic production while the
remaining is met through imports. Indian manufacturers do not produce special purpose bearings as demand
for the same is low. Special purpose bearings are therefore, imported, as investments for such low-volume
SKUs are not financially viable.

60%
% Out of 40% imports, the major portion (>70%) is imported by larger suppliers/manufacturers primarily for
industrial segments whereas the rest is imported by local manufacturers/traders for the domestic
aftermarket. OEMs constitute 60% of demand whereas the rest is driven by aftermarket and exports.
+ The bearing industry is technology as well as capital intensive industry, as end products find application in = Imports Domestic Production

critical applications like aviation, automobile engines, railways and others. Consequently, all major players in
India have product backup with their parent (SKF, SCHAEFFLER, Timken) or with a foreign collaborator.
Technological collaboration with reputed global OEMs lends credibility to bearing manufacturers and 13%
acceptability to their products given the similar level of quality control followed in the Indian unit as their

counterparts/collaborators in the overseas units.

o%

» Players like NRB and NEI, which earlier had technical JVs but are now working independently, are spending on 16%
R&D to sustain their market position in the Indian market. In fact, NEI is one of the select entities in the global

bearing industry to have received Deming Grand prize for quality. Given the technology-intensive nature of the

6%
industry, especially in terms of precision and advanced bearings, the current structure of the industry ensures 23%

that the existing top players would continue to lead the sector.

Timken = Schaeffler SKF NRB NBC = Others
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Nﬁ Bearings Limited

Prospects of Bearing Industry

>

Revenue growth in the bearing industry is essentially a reflection of the underlying investment
cycle (which is also linked to the overall GDP growth) as well as demand dynamics in the domestic
automotive industry. Incremental investments towards capacity creation and hence towards new
(heavy) machinery drive demand for industrial bearings. Similarly, demand momentum in the
automotive and the tractor segments is the key driver for bearings demand in the automotive
industry. Generally, wide application across various industries as well as a healthy aftermarket
demand provides support to the bearing industry which is also reflected in 10.1% CAGR revenue
growth during Fiscal 2013 to Fiscal 2019. Nevertheless, simultaneous meltdown in demand
across automotive as well as the overall industrial demand during the last 12-18 months resulted
in a moderation in revenue growth for the bearings manufacturer.

Over the last 3-4 years, sub-optimal capacity utilization by most corporates resulted in deferment
of capex plans, and consequently the demand for bearings was primarily driven by the automotive
as well as the aftermarket segments. With recovery in domestic automotive industry as well as
likely pickup in investment activity under PLI scheme will result in healthy revenue growth for the
sector. ICRA expects overall revenue to grow by 9%-11% CAGR for industry during Fiscal 2021 to
Fiscal 2025 period

Currently, about 40% of the domestic bearing requirement is catered through imports as volume
in India for certain SKUs are economically viable for bearing manufacturers to set up dedicated
lines. With an improved off-take, bearings will get increasingly localized, which will help bearing
component suppliers in the medium to long term. Hence, the demand for domestic bearing
components (rollers, rings) is expected to grow at a faster rate (~10-12% CAGR) than the

underlying bearing industry.
Source: Company, Anand Rathi Research
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Aggregate Revenue Trend
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Indian Automobile Industry RS

% 100% FDI allowed under automatic route
% 7.1% Share in India’s GDP

% 35 million employment generated

% 40% share in global R&D

“ 4.7% share in India’s exports

Vehicle Production No’s

Passenger vehicles 30,62,280 36,50,698 19.22
Commercial vehicles 6,24,939 8,05,527 28.90
Three-wheelers 6,14,613 7,58,088 23.34
Two-wheelers 1,83,49,941 1,77,14,856 (3.46)
Quadri-cycle 3,836 4,061 5.87
Grand Total 2,26,55,609 2,29,33,230 1.23

¢ Passenger car sales are dominated by small and midsized cars. Passenger vehicle (PV) sales stood at 36.47 lakhs units in FY 2022, a growth of 17.00 per cent over the previous
year, while commercial vehicles segment registered a growth of 30.70 per cent in FY 2022.

¢ The two-wheeler segment registered a de-growth of 2.68 per cent in FY 2022 over FY 2021. In FY 2022, overall automobile exports increased by 35.88 percent, with passenger
vehicles, commercial vehicles and two-wheeler exports increasing by 42.90 per cent, 83.37 per cent and 35.34 per cent respectively.

Source: Company, Anand Rathi Research
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Gearing up for future plan e L e

Subsidiary Companies:

X/

+ Company has 2 manufacturing subsidiaries viz. SNL Bearings Limited (SNL), NRB Bearings (Thailand) Limited (NRBT)

X/

«» SNL dominates the 2-wheeler and small industrial bearings segment.

X/

< NRBT, their 100% subsidiary in Thailand, is in an expansion mode and is leveraging

v" The FTA (free trade agreement) with India

v' It’s position as a supplier to China

v" Thailand’s strong relationship with North America and Europe

v Increasingly replacing Chinese products at their global customers

¢ NRB Holdings (a wholly owned subsidiary) has been incorporated for re-structuring of the global business and shall set up a global innovation center for advanced technologies
in Dubai’s prestigious DIFC to create a leadership position in global markets with engineering capabilities focused on hybrid and E mobility applications. To have a clear focus,
agility and support from the parent in India, which is determined to emerge as the most cost-efficient producer with the most high caliber, disruptive Engineering and R&D
Capabilities as a group.

Capex Update: Investments of Rs. 2,000 million for next 2- 3 years:

* Accelerated the expansion of R&D facilities for two of its R&D centers spanning over 36,000 sq. feet, NRBs supply chain and capex investments have already been positioned to
grow market share as the shift to EVs intensifies.

¢ Capacity expansion in Thailand subsidiary by additional capex investment of RS. 350 million over the next 2 Financial Years.

Source: Company, Anand Rathi Research
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NRB Bearings Limited

Future Prospects

% They have gained market share in their ‘chosen’ segments even in the last
quarter and dominate the global truck segment.

% NRB offers a very cost-effective solution for conventional / Hybrid and EV in
Truck segment and now is becoming a force in the global Farm Equipment
business

% The company is continuously investing in the futuristic products as well as on
the future platforms which they are co-developing. They believe they are in the
forefront of the launches of the world’s most advanced vehicles.

% They are cautiously optimistic and hope that demand revival they are seeing
currently continues going forward

% NRB is supplier to

v" The world’s foremost E-Vehicles, in Europe, America and Japan
(through NRB Thailand) and Korea (through the Hyundai Group).

v" Nominated by the leading players globally in their new electric power
trains.

v' Present in virtually every light to heavy vehicle - for hybrid and E-
Drive in Europe and America and in China.

Source: Company, Anand Rathi Research
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+ Constantly shifting market dynamics

% Changing OEM needs

“ Evolving regulatory and trade environment
% Spurious / Counterfeit Products

« Technological improvement and discontinuities

M
12 Anand Rathi Research



NRB Bearings Limited

ANANDR ATHI

Consolidated Financials R VIR R e
(In ¥ Mn) FY-21 FY-22 FY-23E  Fy-24 (InXMn) FY-21 FY-22 FY-23E FY-24E
Liabilities
Net Sales 7,624 9,442 10,747 11,929 Equity Share Capital 194 194 194 194
Operating Expense 6,578 7,961 9,089 10,022 Reserves & Surplus 4,983 5,692 6,187 6,709
EBITDA 1,046 1482 1657 1907 To_tal S_hareholder s Funds 5,177 5,886 6,380 6,903
Minority Interest 112 131 77 77
Other Income 151 128 131 135 Long-Term Liabilities 2,544 3,020 3,329 3,310
Depreciation 307 372 385 402 Other Long-term Liabilities 2,931 3,093 3,186 3,281
Deferred Tax Liability 163 178 - -
EBIT 890 1,237 1,404 L641  ghort-term Liabilities 1,440 1,382 1,508 1,614
Interest 226 183 198 219 Total 12,367 13,689 14,480 15,185
Assets
PBT 664 1,055 1,206 LA22 et Fixed Assets 3,667 3,651 3,627 3,597
Tax 107 259 297 350 Long-Term L&A 3,592 3,807 3,998 4,197
Minority Interest (16) (23) i _ Investments 125 338 348 359
Current Asset 4,983 5,893 6,507 7,032
PAT 541 772 909 1,072 Total 12,367 13,689 14,480 15,185
Margins FY-21 FY-22 FY-23E FY-24E Particulars FY-21 FY-22 FY-23E FY-24E
Sales Growth % (1.7%) 23.8% 13.8% 11.0% EPS () 5.6 7.6 9.4 111
PAT Growth % 68.5% 42.8% 17.8% 17.9% P/E (%) 27.6 20.4 16.4 13.9
Operating Margin % 13.7% 15.7% 15.4% 16.0% P/B (x) 2.9 2.5 2.3 2.2
Net Margin % 7.1% 8.2% 8.5% 9.0% ROE 10.2% 12.2% 14.1% 15.4%

Source: Company, Anand Rathi Research

13 Anand Rathi Research



ANANDRATHI

INVESTMENT SERVICES

NRBBEARING rating history & price chart NRBBEARING rating details

150

130 Date Rating Target Price (X) Share Price (X)
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90 19-Dec-22 BUY 190 154
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NOTE: Prices are as on 19 December 2022 close.

Source: Bloomberg, Anand Rathi Research
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Analyst Certification

O The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the research analyst(s) was, is, or will be
directly or indirectly related to the specific recommendations or views expressed by the research analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory

requirements of the Securities and Exchange Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have no
bearing whatsoever on any recommendation that they have given in the Research Report.

Ratings Methodology

U Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>X300 Billion ) and Mid/Small Caps (<X300 Billion ) or SEBI definition vide its
circularSEBI/HO/IMD/DF3/CIR/P/2017/114 dated 6th October 2017, whichever is higher and as described in the Ratings Table below:

Large Caps (>X300Bn.) 15% 5%-10% Below 5%

Mid/Small Caps (<X300 Bn.) 20% 10%-15% Below 10%

15 Anand Rathi Research



NRB Bearings Limited

ANAND R ATHI

o . INVESTMENT SERVICES
Disclaimer:

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity, SEBI Regn No. INHO00000834, Date of Regn. 29/06/2015) is a subsidiary of the Anand Rathi Financial Services Ltd. ARSSBL is a
corporate trading and clearing member of Bombay Stock Exchange Ltd, National Stock Exchange of India Ltd. (NSEIL), Multi Stock Exchange of India Ltd (MCX-SX) and also depository participant with National Securities
Depository Ltd (NSDL) and Central Depository Services Ltd. ARSSBL is engaged into the business of Stock Broking, Depository Participant, Mutual Fund distributor.

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi Research have received compensation based upon various factors, including quality of research, investor
client feedback, stock picking, competitive factors, firm revenues.

General Disclaimer: - This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. The recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be
neither advice for the purpose of purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the
respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for the readers.No action is solicited based upon the information provided herein.
Recipients of this Report should rely on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before
executing any trades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by ARSSBL to be reliable. ARSSBL or its
directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such information / opinions / views. While due care has been
taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental,
consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. The price and value of the investments referred to in
this Report and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance. ARSSBL does not provide tax advice to its
clients, and all investors are strongly advised to consult with their tax advisers regarding taxation aspects of any potential investment.

Continued...
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Disclaimer:

Contd...

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views expressed in this Report. Research Report may differ between
ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk
in mind and not hold ARSSBL, its employees and associates responsible for any losses, damages of any type whatsoever.

ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned herein or (b) be engaged in any other transaction
involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) these and other activities of ARSSBL and its associates or employees may not be
construed as potential conflict of interest with respect to any recommendation and related information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any
third party involved in, or related to computing or compiling the information have any liability for any damages of any kind.

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i. e. www.rathi.com

Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject ARSSBL to any registration or licensing requirement within such jurisdiction(s). No action has been or
will be taken by ARSSBL in any jurisdiction (other than India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or
jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at his own
expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.

Copyright: - This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise, is under copyright to ARSSBL. None of the
material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in whole or in part) or redistributed in any form to any other party, without the prior express
written permission of ARSSBL. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned
otherwise.

Contd...
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Contd.

Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates

Answers to the Best of the knowledge
and belief of the ARSSBL/ its Associates/

sr. No. Statement Research Analyst who is preparing this
report

1 ARSSBL/its Associates/ Research Analyst/ his Relative have any financial interest in the subject company? Nature of Interest (if applicable), NO
is given against the company’s name?.
ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject

2 company, at the end of the month immediately preceding the date of publication of the research report or date of the public appearance?. NO

3 ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research NO
report or at the time of public appearance?.

4 ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve NO
months.

5 ARSSBL/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in NO
the past twelve months.
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or

6 brokerage services from the subject company in the past twelve months. NO
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for products or services other than investment

7 banking or merchant banking or brokerage services from the subject company in the past twelve months. NO

8 ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third NO
party in connection with the research report.

9 ARSSBL/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. NO

10 ARSSBL/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. NO
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