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Recommendation Base Case Fair Value Bull Case Fair Value ‘ Time Horizon

Heavy Electrical Equipment Rs.371.35 Buy in the band of Rs.365 - 375 & add more on dips to Rs. 330 404.75 440 3-4 quarters
HDFC Scrip Code SCHELEEQNR Our Take:
BSE Code 534139 Schneider Electric Infrastructure Limited, incorporated in 2011, is engaged in the business of manufacturing, designing, building and
NSE Code SCHNEIDER .. . .. o~ . .
A SCHNAN servicing technologically advanced products and systems for the electricity network. The company offers distribution, medium power,
CMP Decermber 08 - 2023 371.35 and special transformers; substation automation systems, including power management systems, controllers and RTUs,

Equity Capital (Rs cr) 47.8
Face Value (Rs) 2
Equity Share O/S (cr) 23.9
Market Cap (Rs cr) 8,879
Book Value (Rs) 6.2
Avg. 52 Wk Volumes 9,98,752
52 Week High 397
52 Week Low 138

Promoters
Institutions
Non Institutions

Total
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HDFCsec Retail research
stock rating meter

for details about the ratings, refer at the end of the report

* Refer at the end for explanation on Risk Ratings

Fundamental Research Analyst
Jinesh Kothari
Jinesh.kothari@hdfcsec.com

communication elements, graphic user interfaces, engineering tools, SCADA and EMS gateways, and simulation tools; and ring main
units. Schneider also provides medium voltage distribution and grid automation products.

The company is currently expanding its capacities in its Calcutta Plant with an additional investment of around Rs.140 crores which is
expected to complete in three-four quarters. The capex will provide an additional export opportunity in the upcoming years.

With the company’s Eco-structure platform witnessing strong momentum across the industry and increasing focus on service oriented
segment, we expect stable margin trajectory and overall revenue growth as well.

The company has witnessed an improvement in its margin levels, order inflow and visibility levels, on account of Operational
efficiencies, Better raw material pricing and better industry prospects.

With several reforms being introduced in the Power & Grid sector, we expect company to remain benefit out of order flows and robust
execution. This, along with the focus on renewable energy, privatisation, and efforts to cut losses in the T&D sector, are favourable
indicators for the company. Transportation segment is also gaining traction with more bullet train orders and Vande Bharat orders
and also Into the Mining and metal space the increase in capex from Cement and Steel will also drive demand.

Valuation & Recommendation:

On the strong long term outlook and revenue growth in the upcoming years. We expect revenue/EBITDA/PAT to grow at a CAGR of
15%/37.3%/39.3% over FY23—-25E. We think the base case fair value of the stock is Rs. 404.75 (46x FY25E EPS) and the bull case fair
value is Rs.440 (50x FY25E EPS) over the next three-four quarters. Investors can buy the stock in the band of Rs.365-375 (42.2x
FY25E EPS) and add more on dips to Rs. 330 (37.5x FY25E EPS).

(r/ ‘RE TAILRESEARCH
P :



P

Wit

Schneider Electric Infrastructure Ltd.

Financial Summary (Rs Cr)

Particulars (Rs cr)

Q2FY24

Q2FY23

YoY-%

Q1FY24

QoQ-%

FY21

r
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FY23 |

FY24E

YEAR

Total Operating Income 495.8 420.8 17.8 495.3 0.1 1,297.1 1,530.3 1,777.2 2,061.5 2,350.2
EBITDA 62.6 18.9 232.1 49.5 26.6 63.8 86.1 167.7 256.6 316.2
Depreciation 5.7 4.0 42.6 5.1 11.8 22.1 17.3 18.5 22.2 26.7
Other Income 1.7 5.1 -65.9 2.3 -25.9 18.5 9.9 12.2 17.5 22.4
Interest Cost 12.4 14.5 -14.3 11.8 5.2 48.2 48.5 53.0 58.3 55.4
Tax 0.0 0.0 - 0.0 - 0.0 0.0 0.0 34.8 46.2
PAT 42.9 8.7 390.4 34.9 22.7 12.0 30.2 108.3 158.7 210.3
Adjusted PAT 42.9 8.7 390.4 34.9 22.7 -1.0 27.6 123.6 158.7 210.3
EPS (Rs) 1.8 0.4 390.4 1.5 22.7 0.0 1.2 5.2 6.6 8.8
P/E (x) - 321.4 95.4 56.0 42.2

Q2 FY24 Earnings Update:
The company posted robust quarterly performance in quarter ending September, both in terms of revenue growth and maintaining
stable operating margins.
Revenue during the quarter stood at Rs.495.8 crores, up 17.8%, flat% (YoY/QoQ).
Revenue mix during the quarter: 13% from the Services business, 23% from Transactional Services and 64% in the system in which
equipment business is 33%. Projects segment comprised approximately 12% in the total system business and 19% IG revenues.

Gross Margin during the quarter improved by 610 bps YoY, stood at Rs.36.0%, while the EBITDA margins stood at 12.6%, improving
by 810 bps YoY. This was primarily on account of raw material cost normalization & better mix of the portfolio.
EBITDA for the quarter stood at Rs.62.63 crores Vs 18.86 crores YoY.

Net Profit for the quarter stood at Rs.42.86 crores, and quarterly EPS stood at Rs.1.79.

(Source: Company, HDFC sec)

The pending order backlog at the end of Sept 2023 was about Rs. 1,215 crores Vs Rs.1,120 crores in June 2023.
Order book mix was: Systems/transaction/services being 66%/17%/17% respectively.
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H1 FY24 Con-Call Key Takeaways:

Sector Outlook & Opportunities: There has been continued interest from the government in investing in modernizing the grid. The
transportation and railways sector has continued to witness more tailwinds from government push towards modernization of
railways and Vande bharat. The cloud & services segment which is primarily a data center market continues to be strong with more
investments coming on smaller data centers which are the Edge data centers along with the co-located large hyperscalers as well.
The Eco-structure is a platform provided by the Parent company and SEIL doesn’t pay anything in consideration to the Parent.
Software services are going to provide stickiness between company and customer and also pull more product sales; company is
equally focusing on both software and product division.

Order book mix was: Systems/transaction/services being 66%/17%/17% respectively.

The current utilization is at 60-70% and the company is operating currently on dual shifts but can further expand to three shifts.
The capex on the Calcutta plant is underway and the can be concluded in coming 2-3 quarters; the total capex the company is
anticipating is around Rs.140 crores. The company is expecting a rise in its export business with its new factory. The company has
spent an amount of Rs.23 crores in H1 and is on track to complete the desired capex on time.

Currently, the company is not directly involved in the smart metering business; it is currently engaged in providing the back-end
integration at Grid level. The company anticipates more opportunities to flow from the AMI (Advanced Metering Infrastructure)
segment. The company can take the end-to-end orders on project basis which involves smart metering.

The global logistics and supply chain is stabilizing and chip shortage is gradually coming to an end.

The mix is moving more towards the high-margin business of transaction and services.

Export Sales during the quarter stood at Rs.90 crores

The company is witnessing 2-3 opportunities on the railway side and urban transportation, products such as air insulated
switchgears; gas insulated switchgears; and a little bit on the transformer and SCADA side.

The management has refrained to provide any guidance with respect to revenue and margins.

Key Drivers:

Strong growth momentum expected in the Eco-Structure Transformer Expert Platform:

Eco-structure is company’s interoperable loT enabled system architecture and platform in Buildings, Data centers and Industries from
connected products to Edge control and providing Data Analytics. It is a platform provided with the support of its parent, it is the
patented license software which provides the diagnostic tool for the entire health of the transformer on both predictive and preventive
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side. SEIL has been receiving breakthrough orders across its Eco structure platform that provides a good diagnostic tool for the industry
and will reduce the losses occurring due to the unplanned downtime. Initiatives like this substantiates the fact that company also
remains focused on its service business and providing native connectivity to bridge Capex & Opex to unlock recurring service business
in the long run. The Eco-structure presently comprises approximately 11% of sales in the current quarter. The management is aiming
to increase mix going forward that could lead to higher margins going forward.

Emerging AMI opportunity:

SEIL, the listed entity is not directly involved in providing of the AMI and smart metering installation or manufacturing but is actually
involved into back end integration at the grid level, there will be a pull through effect of heading systems, and will increase the demand
of the software related to AMI. The company currently is not tying up with any of the AMI providers and is eyeing more opportunities
as it has long term relationship with most of the leading players.

Upcoming Capacity expansion and Strong growth opportunities in the Traditional Sectors:

The company is currently undertaking Capex at its Calcutta facility for total amount of approximately Rs.140 crores which is expected
to commence in upcoming three quarters. There has been a good traction witnessed from the RDSS (Revamped Distributor Sector
Scheme) launched by the Government of India, and around Rs.3 lakh crores has been outlaid by the government and company has
also been providing products and solutions in these areas. Also, there has been more opportunities in areas of mining material,
mobility and data centres.

Strong Industry support and Outlook: The power and grid sector Scheme has an outlay of 2.5 Lac Cr over next 4 years, focusing on
Smart metering & Discom reform opportunities. In the semi-conductor space, the MNCs have proposed to invest Rs.60,000 crores
over next 4 years. Under the Transportation & E mobility space, Rs,40,000 Cr investments likely in EV battery plants in next 4 years.

Key Risks:

e Slowdown in the Capex trend and private investment can hamper the demand for company’s products.

e Challenges in the Global supply chain and freight cost and pricing of the raw material can impact the Gross margins and EBITDA.
e Unstable pricing in the order-book and unstable margin trajectory in past can impact in adverse market situations.

e Slowdown in spend by the Govt in power sector reforms can impact the visibility of revenue growth.
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Company Background:

Schneider Electric (SEIL) is engaged in design, manufacture, build, and servicing of products and systems for electricity distribution in
India and internationally. The company has 4 manufacturing facilities at 3 locations: Vadodara (2 units), Kolkata (1 unit) and Chennai
(1 unit).The company offers distribution, medium power, and special transformers; substation automation systems, including power
management systems, controllers and RTUs, communication elements, graphic user interfaces, engineering tools, SCADA and EMS
gateways, and simulation tools; and ring main units. Schneider is also provides medium voltage distribution and grid automation
products, such as Easergy T300, a remote terminal unit; EasyPact EXE, a vacuum circuit breaker; medium voltage switchgear;
microgrids; digital substations; and Ecofit, a medium and low voltage equipment, as well as EcoStruxure grid, an loT-enabled open and
interoperable platform.

Our Wins — M

Retained customer trust i . - ' Bagged order for monitoring & maintaining 2
3 | i {pan-India) in leading IT company

F J AL
3 —iy, =2

Our E-Houses lighting up a Leading Distnbution Company

Enhanced uptime through qualified and reliable design Centralized monitoring of fieet of Transformers at different locations
Single OEM partner for complete distribution solution Digitalization & advance analytics for predictive maintenance & on-site intervention
Reduce untimely shutdowns

E-House with 33kV GIS EcoStruxure Transformer Expert (ETE)
Premset
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Our Wins — Unique Product Positioning

| ‘st order for Digit Enset solution in aluminium manufacturing World's First Airport to host Schneider e

Empowering India’s | eading Aluminivm Manufacturing Company with
Cutting-Edge Digifal LV Panels

Sustainable, Safe and Energy efMcient power digtribution solution with future scalabillity Single OEM with innowvative architecture that can meet the sustainability goals
Real ime Demand & Asset Monitoring, Power Quality Monitoring for reliable operation High standarnds of safety and security along with Cyber security
Trusied solufion advisor which can provide scalable open architecture:

Digitally Connected ENSET LV Switchboand, Easengy Relay Edge Control: -

ENSET Draw out Panel with Cl 1D r Operation Handware : Saitel DFP RTU  with relay | Software - EcoStruxure Power J

Wirel th B e ke o ralol . ETAPFP Power Simulafion & Outage management Tool along with ADMS” System
Connected Products: Temperature Sensors, Displays, Cables and accessories

Our Wins — Repeat Orders demonstrating Customer Trust

- from customer within 1 year | A fromm EPC owing to End User satsfaction j

Powernng Andhra Pradesh’s Future with Substafion Supply

uirememnt Cust Juirement
Reliable and Energy Efficient Power Distribution Solution with future scalability Enable automation up to 11k voltage level
Seamless integration with existing plant SCADA Relable vendor for Transformer to ensure healthy power distribution

AlS & RMU with Scalability to connect with customer SAS* E-House with 11k & 33kV AlS | SCADA & RTU
HWAC & Ventilafion system, Fire Alarm, Surveillance & Access Control
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Income-Statement Balance-Sheet
‘ As at March FY22 FY23 FY24E FY25E
(Rs Cr) FY24E | %11 SOURCE OF FUNDS
Net Revenues 1297.1 1530.3 1777.2 2061.5 2350.2 Share Capital 48 48 48 48 48
Growth (%) -6.3 18.0 16.1 16.0 14.0 Reserves -44 -12 103 226 389
Operating Expenses 1233.4 1444.3 1609.5 1805.0 2034.0 Shareholders’ Funds 4 36 151 274 436
EBITDA 63.8 86.1 167.7 256.6 316.2 Long Term Debt 377 394 397 437 393
Growth (%) 136.6 35.0 94.8 53.0 23.2 Net Deferred Taxes 0 0 0 0 0
EBITDA Margin (%) 4.9 5.6 9.4 12.4 13.5 Long Term Provisions & Others 30 28 37 38 39
Depreciation 221 17.3 18.5 22.2 26.7 Total Source of Funds 411 457 585 748 868
EBIT 417 68.8 149.2 234.3 289.5 APPLICATION OF FUNDS
Other Income 18.5 99 12.2 17.5 224 Net Block & Goodwill 300 309 320 298 361
Interest expenses 48.2 48.5 53.0 58.3 55.4 cwip 8 5 14 95 26
PBT 12.0 30.2 108.3 193.5 256.5 Other Non-Current Assets 79 76 82 90 99
Tax 0.0 0.0 0.0 34.8 46.2 Total Non Current Assets 386 389 416 483 486
PAT 12.0 30.2 108.3 158.7 210.3 Current Investments 0 0 0 0 0
Adjusted PAT -1.0 27.6 123.6 158.7 210.3 Inventories 220 226 297 339 386
EPS 0.0 1.2 5.2 6.6 8.8 Trade Receivables 426 443 546 678 773
Cash & Equivalents 23 36 20 67 142
Other Current Assets 93 76 76 84 92
Total Current Assets 763 781 939 1168 1393
Short-Term Borrowings 161 105 70 84 92
Trade Payables 428 459 540 650 740
Other Current Liab & Provisions 150 148 160 169 179
Total Current Liabilities 738 712 770 902 1012
Net Current Assets 25 68 169 265 382
Total Application of Funds 411 457 585 748 868
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Cash Flow Statement

Key-Ratios

[ (Rs Cr) | FY21 | FY23 | FY24E | FY25E FY21 | FY22 | FY23 | FY24E | FY25E |
Reported PBT -1.0 27.6 123.6 193.5 256.5 PROFITABILITY RATIOS
Non-operating & EO items 18.0 4.2 9.1 0.0 0.0 EBITDA Margin 4.9 5.6 9.4 124 13.5
Interest Expenses 46.3 459 50.5 58.3 55.4 EBIT Margin 3.2 4.5 8.4 114 12.3
Depreciation 22.1 17.3 18.5 22.2 26.7 PAT Margin 1.9 2.1 5.2 7.7 8.9
Working Capital Change -76.5 27.4 -85.6 -70.1 -58.0 RoCE 8.2 12.8 25.9 33.2 33.7
Tax Paid -1.2 -2.0 -34 -34.8 -46.2 SOLVENCY RATIOS
OPERATING CASH FLOW (a) 7.6 120.4 94.6 169.1 2344 Debt/EBITDA (x) 8.4 5.8 2.8 2.0 1.5
Capex 9.7 -25.4 -37.7 -81.0 -21.0 D/E 152.0 13.8 3.1 1.9 1.1
Free Cash Flow -2.0 95.0 56.9 88.1 213.4 PER SHARE DATA
Investments 0.0 0.0 0.0 0.0 0.0 EPS 0.0 1.2 3.9 6.6 8.8
Non-operating income 0.2 0.1 0.1 0.0 0.0 CEPS 0.9 1.9 5.9 7.6 9.9
INVESTING CASH FLOW (b)) 9.4 -25.3 -37.6 -81.0 -21.0 Dividend 0.0 0.0 0.0 1.5 2.0
Debt Issuance / (Repaid) 42.1 -52.1 -30.2 53.7 -35.3 BVPS 0.1 1.5 6.3 11.5 18.2
Interest Expenses -28.9 -26.8 -37.2 -58.3 -55.4 TURNOVER RATIOS
FCFE 11.1 16.1 -10.4 83.5 122.7 Debtor days 119 104 102 108 113
Share Capital Issuance/ (Buy Back) 0.0 0.0 0.0 0.0 0.0 Inventory days 62 53 54 56 56
Dividend 0.0 0.0 0.0 -35.9 -47.8 Creditors days 123 106 103 105 108
Others -1.7 -3.1 -6.2 0.0 0.0 VALUATION
FINANCING CASH FLOW ( c) 11.5 -81.9 -73.5 -40.5 -138.5 P/E - 321.4 95.4 56.0 42.2
NET CASH FLOW (a+b+c) 9.6 13.1 -16.5 47.6 74.9 P/BV - 245.8 58.8 324 20.3

1 Year Price Chart
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HDFC Sec Retail Research Rating description

Green Rating stocks
This rating is given to stocks that represent large and established business having track record of decades and good reputation in the industry. They are industry leaders or have significant market share. They have multiple streams of cash flows and/or strong balance sheet to withstand downturn in economic cycle. These stocks offer moderate
returns and at the same time are unlikely to suffer severe drawdown in their stock prices. These stocks can be kept as a part of long term portfolio holding, if so desired. This stocks offer low risk and lower reward and are suitable for beginners. They offer stability to the portfolio.

Yellow Rating stocks
This rating is given to stocks that have strong balance sheet and are from relatively stable industries which are likely to remain relevant for long time and unlikely to be affected much by economic or technological disruptions. These stocks have emerged stronger over time but are yet to reach the level of green rating stocks. They offer medium
risk, medium return opportunities. Some of these have the potential to attain green rating over time.

Red Rating stocks
This rating is given to emerging companies which are riskier than their established peers. Their share price tends to be volatile though they offer high growth potential. They are susceptible to severe downturn in their industry or in overall economy. Management of these companies need to prove their mettle in handling cyclicality of their
business. If they are successful in navigating challenges, the market rewards their shareholders with handsome gains; otherwise their stock prices can take a severe beating. Overall these stocks offer high risk high return opportunities.

Disclosure:

I, Jinesh Kothari, Research Analyst, Chartered Accountant, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. HSL has no material adverse disciplinary history as on the date of publication of this report. We also
certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the
Research Report. Further Research Analyst or her relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest.

Any holding in stock — No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. 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. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be
complete and 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 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. 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.
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 t 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.

HDFC securities Limited, | 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
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.: INHO00002475; SEBI Investment Adviser Reg. No.: INA0O00011538; CIN - U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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