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Company Overview

HMA Agro Industries Ltd. (HAIL) is a three-star export house recognized by the Government of
India. It's a flagship company of the HMA Group which has been in the meat industry for over four
decades. HAIL is currently among the largest exporters of frozen buffalo meat products from India
and it accounts for more than 10% of India's total export of frozen buffalo meat. The company
products are mainly packaged under the brand name Black Gold, Kamil & HMA and exported to
over 40 countries across the globe. The company deals in buffalo meat and allied products. Unlike
beef or pork, buffalo meat is free from religious constraints and has the added advantage of low fat
and cholesterol. The company has four fully integrated packaged meat processing plants which are
located at Aligarh, Mohali, Agra, and Parbhani, and is in the process of setting up a fifth fully
integrated-owned meat product processing unit in Haryana. HAIL is also in advanced stages to
acquire an additional plant at Unnao and expects to complete this acquisition by Q2FY24. These
plants together would take total in-house meat product processing capacities to more than 4,00,000
mtpa spread over six different owned plants by FY24. Further, the procurement of raw material is
done by the company and then this raw material is sent to various processing units to process the
raw material into final products. It exports these branded finished products through its distribution
channels and most of these processing units are owned by its subsidiaries and third parties own
some.

Objects of the issue

The net proceeds from the fresh issue will be used towards the following purposes:

=Funding working capital requirements of the company

=General Corporate Purpose

Investment Rationale

Maintain long-standing customer base with well-established brands

HAIL's business model is more customer-centric and requires optimum utilization of existing
facilities, assuring a quality supply of raw materials, and achieving consequent economies of scale.
The company has long-standing relations with customers which are spread in various geographies
across the globe. The company has over the last few years executed such relationships and hence
developed new markets by exploring higher margin areas by maintaining consistent quality output
and delivery timelines. Further, the company is in the top three meat exporters in India exporting to
more than 40 countries under the brands Black Gold, Kamil & HMA. These products have been sold
under these brand names for many years and due to continuity, they carry brand recall values at the
end customer level. Ever since its inception, HAIL has been laying utmost importance on building a
brand by focusing on the quality of products which has helped to get repetitive orders from

customers and helps the company’s business model to prove successful and scalable.

Well diversified market reach with focus on new geographies to accelerate growth
going ahead

HAIL caters to both, the domestic as well as international markets. The products are exported to
more than 40 countries. To take advantage of its robust export business and well-established
distribution channels, the company has recently diversified its product portfolio by adding frozen fish
products & basmati rice and plans to start poultry and other agri products as business verticals. In
the last few years, the company has been strategically reducing focus on low-margin markets such
as Vietnam, Myanmar, and Philippines, and gradually shifting towards higher-margin markets such
as Egypt, Hong Kong, and Malaysia which will improve margins and provide growth visibility going

ahead.
Source: StoxBox
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Valuation

HAIL is a three-star export house processing and exporting processed food products. Currently, the company is one of the top three market
leaders in the export of packaged frozen buffalo meat  products from India and recently begun a product diversification process into other
food processing and exports of products such as frozen fish and basmati rice. Further, the company intends to keep adding new products and
become one of the trusted and well-recognized names in the food export business from India. In the last few years, the company has been
strategically reducing its focus on low-margin markets and gradually shifting towards higher-margin markets to improve margins and
accelerate growth going ahead. The company has long-standing relations with customers which are spread in various geographies across the
globe. However, it is to be noted that the company is heavily dependent on the export business for its business operations which contributed
to around 90.2% of its revenue in FY22. The company grew its Rev/EBITDA/PAT at a CAGR of 14.0%/85.7%/60.1% during the FY20-22
period. On the upper end of the price band, the issue is valued at a P/E of 24.0x based on FY2022 earnings which we feel is richly valued. It
is also interesting to note that Rs. 330 crores of the issue size is an OFS. In terms of listing gains, we recommend an “Avoid” rating for
the issue . Following a moderation in valuation going forward, we will revisit the company to take a long term perspective on the

business.

Key Risks

=Any disruption, slow down, or shutdown in manufacturing or research and development operations could adversely affect the financial
condition, cash flows, and results of operations.
=Exports contribute to a significant portion of the company’s total revenue in India, and its business may be adversely affected if products in

these export market do not perform as expected.

Source: StoxBox
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Income Statement (Rs. in millions)

Particulars FY20 IMFY23
Revenue

Revenue from Operations 23,728 17,075 30,832 23,705
Total Revenue 23,728 17,075 30,832 23,705
Expenses

Cost of raw material and components consumed 19,758 13,359 24,214 17,828
Purchases of Stock-in-Trade -638 305 -99 405

Changes in inventory

Employee benefit expenses 760 586 1056 648
Other expenses 3,500 1,856 4,460 3,645
Total Operating Expenses 23,380 16,106 29,632 22,526
EBITDA 348 969 1200 1179
Depreciation and Amortization expenses 100 83 107 69
Other income 438 129 558 473
EBIT 686 1,015 1,651 1,584
Finance costs 64 41 66 72

Exceptional Item
PBT 622 975 1,586 1,512
Current tax 163 259 410 380

Deferred Tax charge/ (credit)

Total tax 163 259 410 380
PAT 459 716 1,176 1,132
Diluted EPS 9.7 15.1 24.4 23.0

Cash Flow Statement (Rs. in millions

Particulars IMFY23
Cash Flow from operating activities 204 750 -320 1,736
Cash flow from investing activities -192 -701 -1435 -1,683
Cash flow from financing activities 306 83 1423 14
Net increase/(decrease) in cash and cash equivalents 318 132 -332 66
Cash and cash equivalents at the beginning of the period 7 37 24 12
Cash and cash equivalents at the end of the period 385 517 185 252

Source: StoxBox
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Particulars

Equity and Liabilities

Balance Sheet (Rs. in millions
F

Equity Share Capital 37 37 475 475
Other Equity 1,833 2,550 3,271 4,054
Non-controlling interest 5 5 172 213
Total Equity 1,875 2,592 3,918 4,743
Non-Current Liabilities
Financial Liabilities
(i)Borrowings 0 50 522 455
Provisions 10 12 16 19
Other non current liabilities
Current Liabilities
Financial Liabilities
(i)Borrowings 1,692 1,763 2,779 2,952
(i) Lease Liabilities
(iiiyTrade Payable 389 679 795 863
(iv)Other financial liabilities 126 64 41 432
Current tax liabilities (net) 51 10 13 73
Provisions 1 1 2 2
Other current liabilities 586 549 476 178
Total Current Liabilities 2,844 3,066 4,105 4,500
Total liabilities 2,853 3,129 4,643 4,974
Total Equity and Liabilities 4,729 5,720 8,561 9,717
Assets
Non-Current Assets
Property, plant and equipment 947 919 1,401 1,367
Capital work in Progress 16 136 916 1,327
Right of Use assets
Intangible Assets 6 6 6 6
(ii)Other financial assets 161 167 330 97
Income tax assets(net) 0 18 76 118
Deferred tax assets(net) 41 17 26 127
Other non current assets 23 558 423 424
Total Non current assets 1,193 1,821 3,179 3,466
Current Assets
Inventories 1,573 1,268 1,368 963
Investments
Financial Assets
(i) Trade Receivables 1,167 1,567 2,897 2,502
(ii)Cash and cash equivalents 385 517 440 1,970
(iii)Other financial assets 16 16 45 28
Other current assets 394 531 632 788
Total Current Assets 3,535 3,899 5,382 6,251
Assets held for sale
Total Assets 4,729 5,720 8,561 9,717
Source: StoxBox
stoxbox.in IPO NOTE |5


https://stoxbox.in/
https://stoxbox.in/

IPO Note
19th June 2023

4 STOXBOX

Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification :

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our personal views
about any and all of the subject issuer (s) or securities. 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. Analysts aren't registered as research analysts by FINRA and might not be an associated
person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer :

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not construed as
an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates
to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our current opinions as of the date
appearing in the material and may be subject to change from time to time. Prospective investors are cautioned that any forward looking statement are
not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice.

BP EQUITIES Pvt. Ltd or any of its affiliates or employees 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.

BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any
matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations. BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may
have interests/ positions, financial or otherwise in the securities mentioned in this report. Opinions expressed are our current opinions as of the date
appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be regulatory,
compliance, or other reasons that prevent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any locality, state
and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or would subject to BP EQUITIES
Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.

Stoxbox is a brand of BP Equities Pvt Ltd and BP Equities Pvt Ltd is a SEBI Registered broker.

BP Equities Pvt Ltd — SEBI Regn No: INZ000176539 (BSE/NSE), INZ000030431 (MCX/NCDEX), IN-DP-CDSL-183-2002 (CDSL),INHO00000974
(Research Analyst) CIN: U45200MH1994PTC081564BP Comtrade Pvt Ltd — SEBI Regn No: INZ000030431 CIN: U45200MH1994PTC081564

For complaints, send email on investor@bpwealth.com.
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4t floor, Rustom Bldg, 29, Veer Nariman Road, Fort, Mumbai-400001
Phone- +91 22 6159 6464 | Fax-+91 22 6159 6160 | https://stoxbox.in/
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