
Fiem Industries Ltd — Feb 2026 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Strong Beat One-line: The thesis is materially strengthened as Fiem hit a structural milestone by

crossing the 14% EBITDA margin threshold while securing a transformative global approval from Mercedes-

Benz, diversifying its long-term terminal value beyond the 2-wheeler cycle.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Strong Beat

Q3 PAT grew 33.8% YoY on 16.2% revenue growth; margins

expanded 105 bps YoY to 14.25%.
🟢

Earnings Quality
High (Core

driven)

Growth driven by product mix (LED) and operational efficiency;

one-off fire losses are fully insured.
🟢

Guidance Confidence Strong
Reconfirmed 15-20% revenue growth despite high base; 4W

order pipeline is converting to SOP.
🟢

Management Credibility Strong
Transparent on fire impacts (₹82.3 Cr claim); delivered on the

long-promised 14% margin target.
🟢

Business Quality Signal Improving
Graduating from "component supplier" to "electronics/software

partner" (EMC lab, animation lighting).
🟢

Key Q&A Exchange Q7 - Mercedes
Approval as a potential global supplier to Mercedes-Benz is a

massive credibility validation.
🟢

The Street's Primary

Anxiety

Fire Risk/

Margins

Analysts feared recurring fires would hurt margins; management

delivered record margins instead.
🟢

Capital Cycle Stage Investment
Active capex (₹100 Cr FY26) to build 4W capacity and advanced

electronics testing.
🟡

Margin / Return Ratio

Trajectory
Improving EBITDA margins hit 14.25%; ROCE remains superior at ~26%. 🟢

Pricing Power Expanding
LED mix and "electronics-heavy" lighting increasing content-per-

vehicle by 30-80%.
🟢

FCF Conversion & Quality Adequate
9M PAT is ₹183 Cr; WC drag from insurance receivables (fire) is

temporary.
🟢

Competitive Moat Signals Widening
Only lighting supplier in India currently approved for Mercedes

global small lamp supply.
🟢

Balance Sheet Strength Strong Net cash position of ₹222 Cr; zero long-term debt. 🟢

Working Capital Efficiency Stable
Receivables higher due to festive sales and fire claims (₹82 Cr),

but operational cycle is lean.
🟢

Mgmt Guidance Track

Record
Reliable Consistent history of outperforming 2W industry volume growth. 🟢

Key Vulnerability / Red Flag Model Mix
Growth is highly dependent on specific OEM model cycles (e.g.,

HMSI model exclusivity).
🔴

Management Tone Very Confident Bullish on 4W pivot and technology-led margin expansion. 🟢

Sentiment: 🟢 Positive



Key Takeaways (Positives & Negatives): * Positives: Structural margin expansion to 14.25% suggests Fiem

has successfully neutralized raw material volatility through premium LED mix. The approval from Mercedes-

Benz (global) and nomination by Force Motors provides tangible proof that the 4-wheeler (4W) diversification is

scaling. Technology leadership is deepening, with "Animation Lighting" and in-house EMI/EMC testing reducing

time-to-market. * Negatives: Sequential revenue declined from Q2 (₹711 Cr to ₹686 Cr), reflecting standard

seasonality, though YoY remains robust. Two major fire incidents in two years (Unit 7 and Unit 8) raise

operational risk questions, though management asserts no business loss and full insurance coverage. * Street

Concern: Analysts pressed on market share at HMSI where a competitor grew faster. Management clarified this

is purely "model-mix" driven and not a structural loss of wallet share. * Forward Watchpoint: Conversion of the

Mercedes-Benz approval into firm RFQs in FY27, which would re-rate the stock as a global PV ancillary play.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures primary. Concall used for commentary and Q3 specific derivations.

Metric
Current Qtr

(Q3FY26)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue (₹ Cr) ₹685.81 +16.22% -3.60% ↑
Driven by 15% 2W industry growth; Fiem

outperformed domestic production.

Volume (2W

Industry)
6.8 Mn Units +15.00% N/A ↑

Sector expected to cross FY19 peak of 24.5 Mn

units this year.

Domestic

Revenue (9M)
₹2,046.30 +15.54% N/A ↑

Volume-led growth across TVS and HMSI; rural

recovery supporting retail.

Export Revenue

(Q3)
Not Stated N/A N/A →

Indirect exports via Yamaha/Honda; Tracer 700

project supplying Europe.

Key OEM Conc.

(%)
71.60% (9M) +280 bps → →

TVS (32.5%) and Honda (24.9%) remain the

primary anchors.

EBITDA (₹ Cr) ₹97.70 +25.45% -1.41% ↑
Realization of operating leverage and high-spec

product mix.

EBITDA Margin

%
14.25% +105 bps +32 bps ↑

Hit 14%+ target earlier than expected via

efficiency drives.

PAT (₹ Cr) ₹63.45 +33.83% -0.52% ↑
Growth in PAT significantly outpaced revenue

growth.

ROCE (%) 26.22% (FY25) First entry N/A ↑ Superior capital efficiency due to zero debt.

Cash and Bank (₹

Cr)
₹222.00 -13.28% -17.78% ↓

Decreased from ₹270.6 Cr (Q2) due to capex

and WC deployment.

CFO-to-PAT

Ratio
~0.75x (9M) N/A N/A 🟡

PAT ₹183.3 Cr vs. WC drag from fire insurance

receivables.

Working Capital

Days
23 Days (FY25) First entry N/A →

Historically lean; current bulge due to insurance

claims.

2B. SEGMENT BREAKDOWN (Estimated based on 9M PPT Mix)



Segment
Revenue (₹

Cr)

YoY

Growth
Margin Trend

vs

Avg
Key Development

Automotive

Lighting
₹506.40 +16.0% High ↑ Above

100% of new projects are LED; focus on

"Animation" tech.

Rear View Mirrors ₹76.10 +11.0% Medium → Below
Vertical integration (in-house glass/rod)

protects margins.

Plastic Moulded

Parts
₹67.20 +10.0% Medium → Below

Supply to HMSI and TVS; expanding in

Ahmedabad unit.

Others (IPIS/BAS) ₹36.11 +14.0% Low ↑ Below
Bank Angle Sensors supplying 100% of

Honda models.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery

Risk

Flag

Guidance Revenue 15% to 20% growth.
9M growth is 15.5%; needs ~₹750 Cr

in Q4 to hit 17% midpoint.
Consistent Low

Guidance Margins 14% plus EBITDA.
Currently at 14.25%; highly feasible if

LED mix stays >65%.
Delivered Low

Guidance Capex Plan ₹100 Cr for FY26.
₹78.8 Cr spent in 9M; needs ₹21.2 Cr

in Q4.
On Track Low

Strategy 4W Pivot
"Building credibility with

small lamps."

Approval from Mercedes-Benz is the

ultimate credibility anchor.
Improving Low

Strategy Electronics
In-house EMI/EMC testing

for captive use.

Lab is operational and doing trials;

reduces R&D cost.
New Low

Macro
2W

Industry
Industry to hit new peak.

Requires H2 to sustain ~15% YoY

growth.
Trending Low

Balance
Cash

Usage

₹200 Cr capex over 24

months.

Run-rate of ₹25 Cr/quarter is well

within internal accruals.
Stable Low



4. ANALYST Q&A



Q# Rel.
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Mgmt

Response &

Investment

Implication

Evaded Cred. Verdict

1 4.0

Garvit

Goyal /

Serene

Alpha

Fire

Incidents
Governance

"What are the

permanent

corrective

measures... to

ensure such

incidents do

not reoccur?"

Mgmt stated

fires were

caused by

short circuits

and they have

hired third-

party safety

auditors to

monitor all

plants.

Recurring fires

(Unit 7 & 8)

remain a tail

risk for

operational

continuity and

insurance

premiums.

None 4.0
Detailed but

defensive

2 4.5

Garvit

Goyal /

Serene

Alpha

4W

Strategy

Business

Overview

"When do you

expect the 4-

wheeler

business to

start

contributing

meaningfully?"

Mgmt indicated

they are

building

credibility with

small lamps

and will share

a detailed 4W

revenue

business plan

in May (FY27

guidance). The

pivot is

deliberate and

slow to ensure

quality,

meaning PV

won't be a

needle-mover

until FY27.

Specific

revenue

targets

3.0
Delayed

guidance

3 4.5
Anubhav /

Prescient
Margins Financials

"Gross margin

this quarter

showed a

substantial

improvement...

is this

sustainable?"

Mgmt

attributed the

14.25%

EBITDA margin

to operating

leverage,

efficiency

drives, and

price

escalations

received during

the quarter.

They set 14%+

as the new

target floor,

Escalation

quantum
4.0

New floor

signal



Q# Rel.
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Mgmt

Response &

Investment

Implication

Evaded Cred. Verdict

suggesting

structural

margin re-

rating.

4 4.0
Anubhav /

Prescient

Market

Share

Business

Overview

"Our

competitor...

revenue from

HMSI has

grown at 50%

plus... market

share loss?"

Mgmt clarified

that competitor

growth is

driven by

specific models

they hold

exclusively,

while Fiem's

share remains

stable. Growth

is model-mix

dependent,

and Fiem's

presence in

high-volume

models like

Activa remains

secure.

Model-

wise

share %

3.0 Plausible

5 5.0
Anubhav /

Prescient
4W RFQs

Management

Outlook

"Any update

on any new

RFQ from any

other

passenger

vehicle OEM

other than

M&M?"

Mgmt

confirmed

Force Motors

has converted

to orders under

development

and two major

RFQs with

Mahindra are

at final stages.

This validates

Fiem's move

beyond being a

"single-client"

4W supplier.

None 5.0 Specific wins

7 5.0

Shubham

Sehgal /

SiMPL

Mercedes
Management

Outlook

"Any update

on

Mercedes?"

Mgmt revealed

that Mercedes-

Benz

(Germany and

India)

approved Fiem

as a potential

global supplier

for small lamps

after 5 plant

visits. This is a

massive

valuation re-

rating trigger

SOP

Timeline
4.0

Major

Milestone



Q# Rel.
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Mgmt

Response &

Investment

Implication

Evaded Cred. Verdict

as it places

Fiem in the

global luxury

supply chain.

8 4.0
Viraj /

Individual

Gross

Margin
Financials

"Was there

any element of

one-off in this

[40.3%

contribution

margin]?"

Mgmt

confirmed a

mix of

efficiency and

price

escalations but

emphasized

14% EBITDA is

sustainable

despite P&L

investments in

4W. The 2W

business is

effectively

subsidizing the

4W entry while

still hitting

record

margins.

Escalation

amount
3.5

Sustainable

trend

11 4.5

Vijay

Pandey /

Nuvama

Electronics Strategy

"How do you

see that

electronics

segment to be

developing?"

Mgmt

explained that

"electronics"

refers to LED

drivers and

SMT

processes

integrated into

lighting, which

increases

content-per-

vehicle by

30-80%. This

confirms that

the EV/

Premiumization

trend is a

value-

multiplier, not

just a volume

game.

None 5.0
High Value

Signal

14 3.5

Kush

Nahar /

Electrum

Acquisitions
Capex and

Allocation

"Are we open

for any

acquisitions?"

Mgmt is open

to inorganic

growth but

remains

"conservative"

to ensure

cultural/

None 3.0
Conservative

stance



Q# Rel.
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Mgmt

Response &

Investment

Implication

Evaded Cred. Verdict

philosophical

fit. Fiem is

likely to stick to

organic growth

unless a high-

tech lighting

target

becomes

available.

PATTERN FLAGS & SENTIMENT

The Mercedes Breakout: The approval from Mercedes-Benz as a potential global supplier was the clear

highlight. Analysts were focused on the timeline, but management’s confirmation of five visits and final

approval suggests Fiem has passed the highest global quality bar. This effectively caps the "execution risk"

on their 4W strategy.

The 14% Margin Ceiling: After quarters of targeting the 13% range, hitting 14.25% has shifted the goalposts.

Analysts were skeptical about "one-offs," but management’s insistence on "operating leverage" and

"efficiency drives" indicates they have found a way to optimize their existing 2W plant network.

Safety/Fire Anxiety: Recurring fire incidents remain a point of friction. While management was defensive,

pointing to insurance claims as "receivables," the Street remains wary of potential "uninsurable" risks or

recurring short-circuit issues that could eventually disrupt supply.

Analyst Sentiment Verdict: Analysts were highly impressed by the margin beat and the Mercedes-Benz

update. Hostility was low, with most questions focused on the "how" of the margin expansion and the "when" of

the 4W ramp-up. Credibility improved significantly as management delivered on the 14% margin target they had

previously teased.

GUIDANCE GAPS REVEALED IN Q&A

Topic

What Mgmt

Claimed

(Opening)

What Q&A Revealed Gap / Walk-back Risk to Thesis

4W

Revenue

PV business

gaining

momentum.

Revenue mix has not

shifted meaningfully yet.

4W is a long-term credibility build;

immediate revenue contribution is

negligible.

Low (Thesis is

LT).

Aftermarket
Potential growth

area.

Market is "flat" and

restricted by OEM

agreements.

Aftermarket cannot be a growth engine

for Fiem due to high OEM ties and LED

longevity.

Moderate (Limits

optionality).

5. WHAT CHANGED vs PRIOR QUARTER

Trajectory Signal (vs Q2 FY26): The business has successfully transitioned from "recovery" to "peak efficiency."

While Q2 had higher absolute revenue (₹711 Cr), Q3 (₹686 Cr) is superior in profitability. The CFO-to-PAT ratio

for 9M is slightly distorted by a ₹82 Cr insurance receivable from the fire, but core cash generation remains

strong.

• 

• 

• 



What Changed Prior Quarter (Q2 FY26) This Quarter (Q3 FY26) Direction

EBITDA Margin 13.93% 14.25% ↑ Structural Beat

4W Client Base M&M (Development) Added Force Motors; Mercedes Global Approval ↑ Quality Pivot

Technology Stage Lab under construction Lab started trials/validation ↑ R&D Maturity

Balance Sheet Liquidity ₹298 Cr (Mar 25) ₹222 Cr (Dec 25) ↓ Capex/WC Deploy

PAT Growth 28.0% YoY 33.8% YoY ↑ Profit Acceleration

Management Tone Cautiously Optimistic Very Confident on PV/Margins ↑ Credibility

Investor Notes: * Thesis Reinforcement: Fiem is no longer just a 2W volume play; it is a high-margin auto-

electronics play with a global PV valuation tailwind. * Quality Lever: The 14%+ margin is the highest in the 2W

ancillary space, driven by 100% LED adoption in new projects. * Working Capital: Watch for the ₹82 Cr

insurance claim settlement in Q4; if delayed, it might lead to a temporary spike in "Other Current Assets." * The

"Mercedes" Trigger: This is the most significant development in years. If Fiem secures a global contract for

small lamps, the stock's multiple will likely re-rate towards PV-heavy peers.

STOP HERE.
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