Fiem Industries Ltd — Nov 2022 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Strong Beat One-line: Fiem has hit a structural sweet spot where LED premiumization (now 47% of
lighting) and industry-leading utilization (80%+) are driving all-time high margins (13.5%), while the impending

Hero MotoCorp entry de-risks customer concentration.
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Signal | Evidence

EBITDA margin 13.52% vs 12.5-13% guidance; PAT grew
42% YoY.

Driven by operational leverage and product mix; no one-off
gains cited.

Re-iterated 15-20% growth target; Hero MotoCorp projects
on track for FY24.

Consistent delivery on "outperforming the industry" (25%
growth vs 8% industry).

LED share reached 47% (vs 44% last Q); sole supplier
status maintained with top OEMs.

Confirmed LED realization starts at 2x of conventional and
goes higher.

Addressed by confirming multiple LED projects in
development with Hero MotoCorp.

High utilization (80%+) with moderate capex ((50-75 Cr)
planned.

EBITDA margins expanded 104 bps YoY and 39 bps QoQ.
Automated RM pass-through; premiumization driving higher
realization per unit.

H1 PAT of [69.9 Cr vs Net Cash increase; remains Net
Debt Zero.

Sole supplier for mirrors to HMSI/Suzuki; 20+ EV OEMs
now on-boarded.

Net Debt Zero; Cash & Equivalents at [134.1 Cr.

Inventory levels stabilized at [176 Cr vs [184.8 Cr
(Mar-22).

Consistently beats their own 12-13% margin floor.

Still 95%+ dependent on 2W production cycles, despite EV
progress.

Optimistic on festive momentum and EV penetration
(reaching 15-20% by 2025).



Sentiment: [JPositive | Positives: (1) Structural Margin Expansion: Fiem is proving that the shift from
halogen to LED is not just a revenue play but a margin play, with the LED mix hitting a record 47%. (2) Market
Share Gains: Growing revenue at 25% YoY against a production growth of 8% in the 2W industry indicates
significant wallet share gains. (3) EV Leadership: Working with 20+ EV OEMs and holding sole-supplier status
for Ola, Okinawa, and Revolt creates a "first-mover" moat. (4) Client Diversification: The confirmation of new
LED projects for Hero MotoCorp (FY24) solves the long-standing "missing piece" in their client portfolio.
Negatives: (1) Export Headwinds: Total exports remain soft due to European demand lulls affecting Yamaha
export models. (2) 4W Stagnation: Despite long-term goals, meaningful 4W revenue remains elusive.
Watchpoint: The execution of Hero MotoCorp ramp-up in FY24 will be the primary catalyst for a valuation re-

rating.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Metric

Revenue (Standalone)

Gross Margin (%)

EBITDA (Incl. Other Inc)

EBITDA Margin %

PAT (Standalone)

LED Lighting Mix (%)

EV Share of Revenue (%)

Capacity Utilization

Net Debt / (Cash)

Working Capital (Days)

*Estimated based on historical
trends/H1 data.

2B. SEGMENT BREAKDOWN

Current Qtr
(Q2FY23)

[621.32 Cr

Not in Doc

[70.46 Cr

13.52%

(89.12 Cr

47%

~4-5%

~80%+

(Net Zero)

~40-45 Days*

1 25.24%

1 35.63%

1 104 bps

1 42.51%

1 800 bps*

1 17.05%

1 20.65%

1 39 bps

1 28.68%

1 300 bps

Mgmt Commentary

Driven by 2W industry recovery
and LED adoption.

RM softening is starting to be seen
(pass-through).

High operational leverage as
volumes grew.

Beat internal guidance due to
volume jump.

Best quarterly profit performance in
history.

Heading toward 60%-+ in the next 2
years.

20+ OEMs onboarded; volumes
still maturing.

Adding capacity in South factories
for new biz.

Cash balance at [134.1 Cr
(Consolidated).

Inventory [176 Cr; Trade
Receivables [185 Cr.



Revenue (O

Segment Cry* Margin Trend Key Development

LED share jumped to 47%;

Automotive Lighting ~[B65 Cr High High 1 Above . .
driving realizations.
) . 100% sole supplier to HMSI
Rear View Mirrors ~[62 Cr Strong Stable 1 Below )
and Suzuki.
) Increased supplies to Honda
Plastic Molded Parts ~[57 Cr Strong Moderate 1t Below .
and Suzuki.
Bank Angle Sensors/
Others (IPIS/BAS) ~[B7 Cr Moderate Stable = Below

Canisters contributing <10%.

*Revenue estimates based on H1
FY23 mix provided in PPT.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Management Target/ Required Run-Rate /| Mathematical Historical
Claim Feasibility Delivery

Dimension Category

15% - 20% Growth for  H1 at (872 Cr; FY22 was [1,574 Cr. On

Guidance Revenue Reliable Low
FY23. track to exceed 20%.
13% Sustainable 2 at 13.5%; guidance appears .

Guidance Margins ° Q ] %4 PP Reliable Low
Range. conservative.

. . . Currently 47%; requires ~6-7% annual .
Guidance LED Mix 60% in next 2 years. ) . ) Reliable Low
mix shift. Feasible.

[10.3 Cr spent in Q2; needs [B0-50 Cr in

Guidance Capex Plan [B0 - 75 Cr for FY23. H2 On Track Low
EV Ola ramping up; sole supplier for 3-4

Strategy . 20+ OEMs currently. . Strong Low
Expansion major EV players.

2W Recovery to FY19  Industry at 5.6M units in Q2 (8% .
Macro Industry ) Improving Moderate
peaks. growth); still below peak.



4. ANALYST Q&A



Q# Relevance

Analyst /

irm

Theme
Cluster

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded Credibility Verdict

1 35
2 4.5
3 4.0

Aashin,
Equirus

Aashin,
Equirus

Suruchi,
NX
Wealth

Growth
Drivers

Client Wins

EV Segment

Business

Management

Financials

"What has
led to the
very strong
sequential
growth in
plastic
products
and rear
view
mirrors?"

"How is the
launch
pipeline with
Yamaha and
Hero
MotoCorp?"

"What is our
EV
contribution
for this
quarter and
two-year
outlook?"

Management
attributed the
growth to an
addition of new
parts for Honda
and Suzuki
specifically. This
suggests wallet
share
expansion
within existing
high-volume
platforms;
monitoring point
for margin
dilution if plastic
mix outgrows
lighting.

Clear
None 4.0
answer

Management
confirmed
Yamaha new
models
(exports/
domestic)
launch in FY24
and Hero
MotoCorp LED
developments
are in progress
for next year.
Hero MotoCorp
entry is the
single largest
potential
catalyst for
revenue
diversification;
high credibility
due to multi-
quarter
consistency.

Specific
volumes

Specific
timeline

Management
stated EV
currently
contributes
4-5% of
revenue but
could hit
15-20%
penetration by
2025 depending
on FAME

None 3.0 Directional



Q# Relevance

Theme
Cluster

Analyst /

Firm

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded Credibility Verdict

4 4.0
5 3.5
6 4.5

Suruchi,
NX Replacement
Wealth

Ashutosh,
Equirus

LED Mix

Jatin, RTL

Margins
Inv

Strategy

Business

Financials

"Why are we
not having a
presence in
the
replacement
market?"

"What
proportion of
current
development
models are
LED?"

"Margins hit
13.5% this
quarter; can
we sustain
this oris it
seasonal?"

policies. This
indicates that
while EV is a
growth engine,
ICE recovery
remains the
primary P&L
driver for the
next 8-12
quarters.

Management
explained they
are restricted by
OEMs from
supplying the
aftermarket and
refuse to
engage in low-
margin trading.
This protects
their OEM
relationships but
leaves a large
margin-
accretive profit
pool on the
table; reinforces
the "pure-play
OEM" thesis.

None 5.0 Definite

Management
claimed almost
100% of new
projects
(especially EVs)
are LED-based.
This guarantees
a structural
upward drift in
ASP (Average
Selling Price) as
the portfolio
ages out
conventional
bulbs.

None 4.0 Consistent

Management
maintained a
13% guidance
range but
admitted that if
industry
volumes hold,

None 4.0 Credible



Q# Relevance

Analyst /

Firm

Theme
Cluster

Underlying

Category Concern

Management
Response &
Investment
Implication

Evaded Credibility Verdict

7 4.0
8 Si5
9 4.0

Arvind,
HMSI

Saurabh,
Multi Act

"Could you
share the
share of
business
numbers for
HMSI, TVS,
Yamaha,
Suzuki?"

Wallet Share Business

"Will non-
LED
revenue
degrow in
absolute
terms as
LED
increases?"

Non-LED
Revenue

Business

Diversification  Strategy

they can beat
this number
through
operational
leverage. This
suggests the
13% level is
now a floor
rather than a
ceiling; potential
for valuation re-
rating.

Management
provided exact
%: HMSI
(Headlamps
40%, Mirrors
100%), TVS
(Headlamps
73%), Suzuki
(Headlamps
80%, Mirrors
100%). These
high wallet
shares among
market leaders
validate the
"moat" around

Specific/
Clear

None 5.0

Fiem's technical
specs and
quality.

Management
clarified that as
the industry
shifts,
conventional
lighting will
decline in
absolute terms.
This confirms a
"cannibalization"
risk where LED
growth must
outpace
Halogen decline
to maintain net
growth;
however, LED
ASP is 2x+
higher.

None 3.0 Logical

2.0 Hedged



Q# Relevance

10

11

12

Theme
Firm Cluster

Analyst /

Category

Akash,
Narnolia

Anubhav, "
4.0 Competition

. Strate
Prescient 24

Sahil,
4.0 Costs

Financials
Monarch

Amarnath, o
4.5 Realization
Oman

Financials

Underlying
Concern

"When can
we see
significant
revenue
from the 4-
wheeler
side?"

"Have you
seen any
new
competitors
or OEMs
diversifying
vendors?"

"Employee
benefit costs
have been
higher; is
there
anything
one-off?"

"Is the
content
value per

Management
Response &
Investment
Implication

Evaded Credibility Verdict

Management
appeared to
dodge specific
timelines,
stating they are
working closely
with customers
but won't
disclose until
orders are firm.
This confirms
4W remains a
"blue-sky"
optionality
rather than a
near-term
reality; thesis
remains 2W-
centric.

Specific
timelines

Management
claimed no new
competition is
emerging
because lighting
is technology
and investment-
intensive. This
reinforces
Fiem's
oligopolistic
position
alongside
Lumax; barriers
to entry remain
high.

None 4.0 Confident

Management
stated costs are
in line with sales
growth (12% of
sales) and there
are no one-offs.
This confirms
that the margin
expansion is

None 4.0 Verified

genuine and not
an artifact of
suppressed
labor costs.

Management
confirmed
revenue per

Specific

4.0 Key Driver
Hunit y



Management

Analyst/  Theme Underlyin Response &
Q# Relevance . y ying P Evaded Credibility Verdict
Firm Cluster Concern Investment
Implication
vehicle is
increasing

because LED
realizations are

vehicle significantly
increasing higher. This is
as you the core thesis:
convert to Fiem grows
LED?" even if 2W
volumes stay
flat, provided
the mix shifts to
LED.
Management
clarified that
their "industry-
leading
margins" are the
result of
managing
"How is vour operations
W i u
) y better than
operational
. peers, rather
efficiency .
Amarnath, . . . than higher )
13 4.0 Efficiency recognized if . . None 4.0 Insightful
Oman N pricing. This
it's a cost- o
indicates a
plus
"Process Moat"
model?"

where internal
cost-control
benefits
shareholders
rather than
being fully
passed to
OEMs.

PATTERN FLAGS & SENTIMENT Theme Cluster: LED Premiumization as a Margin Engine Analysts
repeatedly probed the sustainability of the 13.5% margin. Management's consistent message—that LED
realizations are 2x higher than conventional and new development is 100% LED—suggests that Fiem is
successfully riding the "premiumization” wave. The anxiety over "cannibalization" of halogen revenue was
addressed by pointing to the massive ASP delta, which more than compensates for volume shifts.

Theme Cluster: Customer Concentration vs. New Wins There is a clear focus on when Fiem will break its
reliance on the "Top 4" (HMSI, TVS, Yamaha, Suzuki). Management's firm confirmation of Hero MotoCorp
projects starting in FY24 provided significant relief. The tone was confident, suggesting that Fiem has moved
from the "R&D/Testing" phase to the "Awaiting Launch" phase with Hero.

Analyst Sentiment Verdict: The sentiment was decidedly bullish. Analysts were impressed by the 25% YoY
revenue growth in a sluggish 8% growth industry. The primary friction points—4W diversification and the lack of
an aftermarket presence—were brushed aside by management in favor of doubling down on 2W LED
leadership. Credibility remains high as management continues to beat its own margin guidance.



GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (FY22) | What Q&A Revealed | Gap /
Walk-back | Risk to Thesis | | | [ | | | | EBITDA
Margins | Guided for 12.5% - 13.0%. | Delivered 13.52%. | Positive Gap; higher leverage. | Low (Upside risk) | |
4-Wheeler entry | Targeted as a growth area. | No specific orders yet. | Slower than expected traction. | Moderate
(Growth cap) |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1FY23) This Quarter (Q2FY23) Direction
EBITDA Margin 13.13% 13.52% 1 Improving
LED Lighting Mix 44.0% 47.0% t Improving
Capacity Utilization ~75% ~80%+ t Improving
Revenue Growth (YoY) 52.3% (low base) 25.2% (normalized base) 1 Consistent
Yamaha Outlook Sequential dip in exports. "No drop in overall volume/rev." 1 Rebound
Management Tone Cautious (due to JV exit). Bullish (due to festive & Hero). t Improving
Hero MotoCorp 4 Projects Awarded. Development "in progress" for FY24. - On Track

» Thesis Change? No. This quarter strengthens the long-term thesis. The expansion of LED mix to 47% and
the realization that 13.5% margins are achievable through operational leverage suggest that Fiem is evolving
from a cyclical component play to a structural premiumization story. The confirmed path to Hero MotoCorp
revenue in FY24 provides the necessary growth visibility to maintain a "Long-term Buy" stance.

 Earnings Quality: Consolidated H1 PAT of [69.9 Cr against a cash balance increase of [25.8 Cr (post-
dividends/capex) indicates strong cash conversion. Working capital remains stable despite high growth.

STOP HERE.
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