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.....Crafting a promising future!

Initiating Coverage

Rating Buy

Current Market Price (₹) 1,950

12 M Price Target (₹)  2,740

Potential upside (%) 41

Stock Data

FV (₹) : 5

Total Market Cap (₹ bn) : 42

Free Float Market Cap (₹ bn) : 8

52-Week High / Low (₹) : 1,245 / 2,176

BSE Code / NSE Symbol 543276  / CRAFTSMAN

Bloomberg : CRAFTSMA:IN

Shareholding Pattern (%)

Jun-21 Mar-21 24-Mar-21

Promoter 59.76 59.76 59.76

FPIs 3.71 3.83 4.10

MFs 7.64 6.42 3.84

AIFs 5.26 4.96 4.97

Insurance 1.20 1.01 1.99

Marina III (Singapore) 5.48 5.48 5.48

IFC 4.79 4.79 4.79

Others 12.16 13.75 15.07

Source: BSE

Price Performance (%)

 (%) 1M 2M 3M 4M

Craftsman 13.9% 21.6% 52.1% 32.8%

Nifty 50 -0.7% 2.7% 7.5% 8.5%

* To date / current date : July 27, 2021

Craftsman vs Nifty 50
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Key Financials FY 20 FY 21 FY 22E FY 23E

Total sales (₹ mn)  14,834  15,463  17,739  21,013 

EBITDA margins (%) 26.4% 28.0% 26.9% 28.2%

PAT margins (%) 2.5% 6.3% 8.9% 13.8%

EPS (₹) 21.1 45.9 75.0 137.0

P/E (x) 94.7 43.6 26.6 14.6

P/BV (x) 5.5 4.3 3.8 3.2 

EV/EBITDA (x) 12.4 11.0 9.8 7.4 

ROE (%) 5.0% 9.9% 14.3% 21.6%

ROCE (%) 12.6% 15.3% 18.1% 22.7%

Craftsman Automation Ltd (Craftsman) is the largest player involved in the machining of cylinder 

blocks and cylinder heads in the intermediate, M&HCV segment as well as in the Construction 

Equipment industry in India. They are among the top 3-4 component players with respect to 

machining of cylinder blocks for the Tractor segment in India. uptick in the CV cycle, demand 

for high-end CVs, new launches and growth in tractor industry should drive this business. 

Its Aluminum products business shall be driven by new business wins (PSA opportunity of 

₹2.5 bn) in the auto sector, positive 2W outlook and trending EV wave. This would also take 

care of its low volumes and negative operating leverage.  The third business – Industrial and 

Engineering products should be driven mainly by storage solutions to various business verticals 

like FMCG, pharma, food & beverages, e-commerce etc. In the same segment, the company has 

another sub-segment; The high end precision products - which supplies to power transmission, 

sub-assembly, material handling equipment and manufactures several other miscellaneous 

products for the industrial segment. Growth being a function of capital formation in the 

country, Craftsman’s Industrial and Engineering division is expected to grow at a good pace, 

driven by the expected increase in the nation’s capex. New client wins, launch of new and 

value added products by the company and its clients across the segments, strong long term 

relationships with clients, anchoring its presence in exports markets, healthy financial position, 

rising operating leverage provides a strong moat. We estimate the topline/EBITDA/PAT to grow 

at a CAGR of 17%/17%/73% respectively in the period between FY21-23E. We initiate BUY with 

a target price of ₹2,740 valuing the company at 20x times FY23E earnings.  

Dominance in the Power Train business to continue
Craftsman is an ideal play on the ongoing revival in the M&HCV demand as it is the largest 

player in the machining of highly engineered and critical engine parts - cylinder blocks and 

cylinder heads where Share of Business (SOB) is 80-100% with its clients.  Around top-10 pure 

machining players (competition) constituted 50% of machining revenue of Craftsman in FY 21. 

This dominance is expected to increase. The effect of BS-6, with respect to value addition is yet 

to reflect in revenues and we expect this to be seen in the next two years. This will lead to an 

increase in realizations due to additional content between 25-40%. Also as far as business in 

the exports market is concerned, we believe that due to reduction in investments by European 

and North American foundries and China’s rise in labour costs should benefit India, and in turn 

Craftsman from likely outsourcing of foundry and machine operations. 
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We believe Craftsman will be one of the biggest beneficiaries of this as the company is focused on 

export business in the power train segment through Nelcast and Brakes India. Also launch of new 

value added products by Craftsman and its existing customers, tapping of new customers should 

boost the segment revenues.

Aluminum products to revive on new business wins; Storage business to drive the 
Industrial segment
Despite being a small player in this business, Craftsman foresees a big opportunity. Due to pandemic 

the demand for this business suffered. Also unprecedented hike in input costs led to negative 

operating leverage. However, with new business win from PSA (opportunity of ₹2.5 bn) and other 

clients, we expect a strong double digit jump in this business in the ensuing years. Also the trending 

EV wave shall support this business with high demand for the light weighted aluminum products. 

With a decent outlook for 2 wheelers in the view of social distancing theme, we expect operating 

leverage coming back with volume surge and help margins to improve rapidly. The high margin storage 

business shall be driven by rising demand for storage of e-commerce, FMCG, food & beverages and 

pharmaceuticals goods and is rapidly leading to a rise in Craftsman’s Industrial business. The other 

business within the Industrial segment shall be driven by rise in capital formation in the country.

Craftsman Automation

Aluminium Products
 ( Automotive )

Industrial & Engineering
 ( Non-Auto )

Powertrain Components
 ( Automotive )

FY 2021

Revenue: ₹ 8,113mn
 (53% of total revenue)

EBIT: ₹1,785mn

EBIT Margin: 22%

FY 2021

Revenue: ₹3,300 mn
 (21% of total revenue)

EBIT: ₹20 mn

EBIT Margin: 0.6%

FY 2021

Revenue: ₹4,050 mn
 (26% of total revenue)

EBIT: ₹610 mn

EBIT Margin: 15%

Business Verticals 

Source: Company
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Automotive – Powertrain and others segment

CYLINDER BLOCK CYLINDER HEAD CAMSHAFTS TRANSMISSION 
HOUSINGS BEARING CAP DIFFERENTIAL CARRIER 

HOUSING

Products 

End-user sectors Commercial Vehicles Special Utility Vehicles Tractors Off-highway Vehicles

Clientele
Daimler India Tata Motors Tata Cummins M & M Simpson & Co. TAFE

Escort Ashok Leyland Perkins Mitsubishi John Deere JCB India

Automotive Aluminium Products segment

GRAVITY DIE CASTING HIGH PRESSURE DIE CASTING LOW PRESSURE DIE CASTING

Products 

End-user sectors
Two-Wheelers Passenger Vehicles Commercial Vehicles

Clientele Daimler India TVS Motors Royal Enfield Perkins M & M

Products

Source: Company, LKP Research

Source: Company, LKP Research
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Industrial & Engineering Products

High end sub-assembly, contract manufacturing & others Storage Solutions

SPM Material handling Gear & Gear boxes Tool room, Mould 
base & Sheet metal

Aluminium- 
Casting  for power 

transmission

Products Metal cutting, Drilling 
and milling machines 
among other SPMs

Chain, Wire rope & 
Grab hoists, Crane 
kits, Pallet trucks and 
Light crane systems

Transmission & 
housing components

Mould base, Plastic 
moulding tools, Dies, 
Sheet metal casing 
and Housings

Machined castings 
for GIS

Pallets, Racking, shelving 
and Vertical storage 
solutions (V-Store), 
Roll-form products and 
Automated Storage and 
Retrieval Systems

Applications

Automotive Process Industries Elevators Engineering Power Transmission FMCG

Automotive Metro Automotive E-commerce

Foundries Compressors & 
Printing Machines Food & Beverages

Automotive Logistics

Steel Rolling Mills Pharmaceuticals

Electronics

Source: Company, LKP Research
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Investment Argument

Wide product range and market leadership in cylinder blocks and cylinder heads gives a 
competitive moat 
Craftsman is the largest player involved in the machining of cylinder blocks and cylinder heads in 

the intermediate, medium and heavy commercial vehicles segment as well as the construction 

equipment industry and is also among the top 3-4 players in machining of cylinder blocks for tractor 

segment in India. They are present across the entire value chain in the Automotive- Aluminium 

Products segment, providing diverse products and solutions. They offer comprehensive one-stop 

solutions to their customers including design, process engineering and manufacturing including 

foundry, heat treatment, fabrication, machining and assembly facilities. They are diversified across 

end-user industries and cater to commercial vehicles, two-wheeler, tractor and other segments. 

They actively pursue cross-selling opportunities across segments to derive value for their existing 

and prospective customers. 

This not only helps them in solving complex customer problems that require multi-domain expertise 

but also helps them in penetrating customers’ different business segments and enhance their 

capabilities to collaborate with OEMs right from the designing of their new products. Their diversified 

presence across various segments and design capability provides them with the flexibility to operate 

successfully across business cycles and mitigate any fluctuations in the industry. 

Strong relationships with domestic and global OEMs 
Craftsman has strong and well established relationships with several marquee domestic and global 

OEMs as well as component manufacturers, including certain of their key customers, to which they 

have been supplying their products and solutions for over 10 years, such as Tata Motors and Tata 

Cummins. They have significant presence and customer relationships in each of their business 

segments and are considered as a strategic and preferred supplier by many of their OEM customers. 

They are also the single source supplier in certain product categories, for some of their key customers. 

With their track record and wide product portfolio, Craftsman has been able to retain their existing 

customers and have also been able to attract new customers. They have a consistent track record 

of adding new customers to their portfolio and spreading across geographies, the latest being PSA 

in the Aluminum products business line. Their diversified engineering, comprehensive solutions 

and high quality, intricate and critical products, components and parts, process and product design 

capabilities have been critical in sourcing new customers and their ability to retain such customers 

and generate revenue from new customers.

Proxy to the domestic CV growth story
After a significant downturn in the Indian CV industry, we witnessed green shoots in it since Q3 

of FY21. With BS 6 implementation, NBFC crisis, auto axle norms and the Covid-19 pandemic, we 

saw a series of factors resulting into low industrial activities and reduction in the economic growth 

of the country. We witnessed about 80-90% fall in CV demand over the past two years. Now, with 

the BS 6 changes absorbed well, pandemic scenario somewhat revived, industrial activities and 

mining & construction activities have started to improve. Therefore, we are seeing a month on 

month positivity in the CV growth now again after Wave#2, particularly on the M&HCV side of the 

sector. We have already been witnessing a continued robust growth in the LCV business, considering 

the fact that last mile B2C demand has been intact during the pandemic, especially on the FMCG 

and the e-commerce side. Now, with MHCV demand also rising, companies like Craftsman (>50% 

business comes from MHCV) can fancy their chances of delivering superb growth here-on. Also the 

implementation of scrappage policy should assist the CV demand. With a heavy outlay for rural 

markets during the recent Union Budget, we believe the growth seen in rural markets should remain 

intact thus auguring well for the tractors which are the second biggest client vertical for Craftsman. 
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On a low base of FY 21, we expect MHCV industry in India to strongly bounce back and grow at about 

40% CAGR between FY 21-23E. Revival of investment in infrastructure & manufacturing as capex 

cycle turns positive will drive the MHCV growth. Overall economic upturn is likely to boost demand 

for MHCVs over the next 2-3 years. We believe growth in CVs will be also fueled by higher freight 

rates. Constraints for the railways, modernization of the trucking sector, structural growth in the hub-

and-spoke model, strict implementation of overloading rules and expansion of national highways are 

other major boosters. Also as GDP improves with these macros falling in place, we expect CV sales to 

improve as it has been observed that there is a strong correlation between GDP and CV sales. 

CV Sales growth vs GDP growth

0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

12.00%

14.00%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

FY
 9

3

FY
 9

4

FY
 9

5

FY
 9

6

FY
 9

7

FY
 9

8

FY
 9

9

FY
 0

0

FY
 0

1

FY
 0

2

FY
 0

3

FY
 0

4

FY
 0

5

FY
 0

6

FY
 0

7

FY
 0

8

FY
 0

9

FY
 1

0

FY
 1

1

FY
 1

2

FY
 1

3

FY
 1

4

FY
 1

5

FY
 1

6

FY
 1

7

FY
 1

8

FY
 1

9

FY
 2

0

CV Sales Growth GDP Growth

Source: SIAM, LKP Research

Tractor industry to report stable growth trajectory 
Agriculture has always been a key sector of India’s economy (~17% of GDP, ~13% of exports), in turn 

fueling the largest tractor market in the world. The agriculture sector is growing at an average of 

2.2%, with India ranking as the largest producer of pulses, second largest producer of rice, wheat, 

vegetables, groundnuts and fruits, and third largest producer of coarse grains in the world. Increased 

use of tractors, not only for agriculture but also for haulage and nonagricultural applications, has 

seen India’s tractor industry grow from just ~50,000 units in the early eighties to over 900,000 

units annually, overtaking global markets. The opportunities are still immense considering low farm 

mechanization levels in the country when compared to other developed markets. Key industry 

players are M&M with ~38% market share, TAFE (~18%), Escorts (~11%) and Sonalika (~13%). 

Domestic tractor industry volumes expanded by ~27% to 899,429 units in FY21 against 709,002 units 

in FY20. Key reasons for this outperformance were (1) Bounce back post lockdown opened up in 

May 20 (2) a low base effect, (3) pent up demand (4). Good monsoon and conducive parameters for 

sowing. We estimate an industry volume CAGR of 8% during FY21-FY23 steered by expected good 

monsoon and the government’s aggressive infrastructure spends and expected revival in the mining, 

aviation (where aircraft tractors are used for ground support equipment) and farm sectors.
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Tractor industry
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Source: Company, LKP Research

Wholesale Domestic Tractor Industry FY 21 v/s FY 20

OEM FY 21 FY 20 % change Market share FY 21 Market share FY 20 % change

M&M  3,43,833  2,91,901 17.8% 38.23% 41.17% (294 bps)

TAFE  1,65,802  1,20,151 38.0% 18.43% 16.95% 149 bps

Sonalika  1,17,503  82,958 41.6% 13.06% 11.70% 136 bps

Escorts  1,01,849  82,252 23.8% 11.32% 11.60% (28 bps)

John Deere  85,610  68,322 25.3% 9.52% 9.64% (12 bps)

New Holland  35,828  26,745 34.0% 3.98% 3.77% 21 bps

Kubota  16,809  12,924 30.1% 1.87% 1.82% 5 bps

VST  8,162  6,703 21.8% 0.91% 0.95% (4 bps)

Preet  6,014  1,643 266.0% 0.67% 0.23% 44 bps

Indo Farm  4,611  2,875 60.4% 0.51% 0.41% 11 bps

Captain  4,446  3,123 42.4% 0.49% 0.44% 5 bps

Force  4,004  3,248 23.3% 0.45% 0.46% (1 bps)

ACE  2,540  2,055 23.6% 0.28% 0.29% (1 bps)

SDF  2,418  4,102 -41.1% 0.27% 0.58% (31 bps)

Total  8,99,429  7,09,002 26.9% 100.00% 100.00%
Source: Industry, LKP Research

Power Train business – Dominance continues 
In the power train segment, the company machines critical engine components such as cylinder blocks, 

cylinder heads, camshafts, transmission parts, gear box housing, turbo chargers and bearing caps with 

technological superiority. The company supplies to customers like Tata Motors, Daimler India, M&M, 

Tata Cummins, Simpson & Co., TAFE, Escorts, Ashok Leyland, Perkins, Mitsubishi Heavy Industries, John 

Deere,  Nelcast, Brakes India and JCB etc. The company is a single source supplier to almost all of its 

clients. It manufactures these parts at 7 manufacturing facilities at Bengaluru, Coimbatore, Faridabad, 

Jamshedpur, Pithampur, Pune and Sriperumbudur. Power train business contributed about 53% of total 

revenue and 74% in EBIT in FY21. Revenues in the power train business majorly comes from M&HCV 

segment (~50%) followed by farm equipment, construction and PVs. 

Craftsman is an ideal play on the ongoing revival in the M&HCV demand given that it is the largest 

player in the machining of highly engineered and critical engine parts - cylinder blocks and cylinder 

heads where Share of Business (SOB) is 80-100% with its clients.  Such criticality and OEM’s 

investments ensures customer stickiness. Around top-10 pure machining players (competition) 

constitute 50% of machining revenue of Craftsman in FY 21. This dominance is expected to increase. 
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The effect of BS-6, with respect to value addition, has to yet to reflect in revenues. We expect this to 

be seen in FY 22. This will lead to an increase in realizations due to additional content in between 25-

40%. Also as far as business in the exports market is concerned, we need to note that Europan and 

North American foundries are not investing in fresh capex, given higher labour costs and emission 

norms. Also, China’s labour costs have risen; thus India is expected to benefit from likely outsourcing 

of foundry and machine operations. We believe Craftsman will be one of the biggest beneficiaries 

of this as the company is focused on export business in the powertrain segment (through Nelcast 

and Breaks India) and expects to register a strong growth in current fiscal. Also launch of new value 

added products for the existing customers, tapping of new customers or through Tier II exports, the 

company is finding access to larger markets, which will be big drivers of growth in this segment.  

New product launches from Craftsman as well as its M&HCV customers should boost the segment 

revenues. Exporting of Craftsman’s products by Indian arms of their MNC clients to their parent 

companies as well as direct exporting to their own foreign markets is also seen as a very big 

opportunity for Craftsman.

Based on these facts, we expect strong growth in power train business as fresh M&HCV cycle has 

begun which is poised for 3-5 years of up-cycle. Also new business acquisitions in CVs and farm 

equipments shall aid growth in the near future. The company expects double digit growth in this 

segment of around 20% in FY 22E, while we expect Power train business to grow at 18% CAGR in 

between FY21-23E. Also with M&HCV business gaining strength, we expect capacity utilization to 

improve thus auguring well for the operating leverage and margins. 

Indian Power Train market 

Key Players Two wheelers/ Three wheelers Passenger vehicles Commercial Vehicle Construction Equipment Tractor

Avtec √ √ √ √ √
Endurance √
Jaya Hind industries √ √ √ √
Sundaram Clayton √ √ √
Alicon Cast Alloy √ √
Ashok Iron works √ √
Continental Engines √ √
DCM Engineering Products √ √ √ √
Hinduja Foundaries √ √ √ √
Nelcast √ √
Kirloskar Ferrous Industries √ √ √ √
Craftsman Automation Ltd √ √ √ √ √

Source: Company, LKP Research
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Powertrain Revenue mix by client segment - FY21 Powertrain business (₹ mn)
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Aluminium Products – Small business with big potential
The company entered into this business in 2014, and is small in revenue terms compared to other 

aluminium die-casters, with capacity of 20,000 tonnes per year. Craftsman is one of the companies 

which manufacture all kinds of castings such as high-pressure and low-pressure die-castings along 

with gravity die-castings. Under this business, Craftsman manufactures products like crank cases and 

cylinder blocks for two-wheelers, engine and structural parts for passenger vehicles and gear-box 

housings for heavy commercial vehicles. This business contributed 21% to the total topline and 1% 

to the EBIT in FY 21. Aluminium products are manufactured in Bengaluru and Coimbatore for main of 

its 2W clients like TVS, RE, M&M and Daimler. Since the company has low capacities, the company’s 

share of business is less than of the OEM requirement.

Post implementation of BS-VI, most OEMs explored various possibilities to light-weight their vehicles 

by using non-ferrous metals like aluminum to reduce carbon emission. With OEMs seeking to further 

reduce the weight of their vehicles, increased use of aluminum offers attractive growth prospects for 

companies like Craftsman. Currently 80% of revenues come from the 2 wheeler segment with major 

contributors being TVS motors and Royal Enfield. The company is looking to expand its business 

in the PVs segment through winning new business from PSA and others OEM. Craftsman expects 

this new business from PSA to peak at ₹2.5 bn in FY 24. Although the EBIT margin is low in this 

business as capacity utilization is low (50% utilization in Q1FY22) and sharp increase in RM prices, 

going ahead margins should improve significantly (+400-500 bps) led by operating leverage, value 

added product launches and price hikes. In line with the PSA order and expectations of many more in 

the PV business, they expect to reach full capacity in this segment by H2 FY23. They also expect 4W 

share to improve to more than 50% by FY23 from current levels of <20%. As far as its main topline 

contributor is concerned- the 2W sector is having a subdued outlook, however we expect it to grow 

at a decent 7-8% on personal mobility theme. Additionally, robust exports are expected to keep this 

segment afloat up to a good extent. Also the EV opportunity is very big for this division. We expect 

the business from 2Ws to grow at 10-12% for Craftsman in FY 22-23E. 

The company has incurred ~₹4 bn capex in the last four years and we expect peak revenue of ₹6.5bn 

in the next 2-3 years. The long-term prospect of aluminum products are bright as more OEMs would 

increase aluminum content to comply with corporate average fuel efficiency norms (CAFÉ) and cater 

to the EV wave as well. In line with this, Craftsman also expects margins to be around 16% if the 

company can reach a business of around ₹1bn in the following Q2FY22. 

Aluminum products revenue mix by 
client segment - FY21

Two-
wheelers

80%

Others
20%

Source: Company, LKP Research
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Diverse Industrial segment provides multiple growth opportunities

The industrial engineering division started operations in 1986. This segment is well diversified and the 

major portion is coming from high end products and subassemblies for contract manufacturing. The 

high-End Sub-Assembly, Contract Manufacturing can be divided into five sub-segments - Aluminum 

products for power transmission, Gear and Gear boxes, Sheet metal fabrication, SPM Manufacturing 

(which includes metal cutting and non-metal applications such as washing and leak testing solutions) 

and Tool room & mold base. The company manufactures these parts at three manufacturing units at 

Coimbatore, Bengaluru and Pune.

The company has also the Storage solution business which is now fast growing segment in the 

logistics area and ramping up fast with traction in e-commerce activities and is contributing more 

than 25% of the total segment revenues. Key customers are Mitsubishi Heavy Industries, Rhein 

Getreibe and regional warehouses by e-commerce, organized retailers, FMCG companies, consumer 

durables, auto-component makers and cold storage. The key storage products are stationary racks 

for warehouses, V-store, toll-form products and automated storage and retrieval systems. The 

market size of the organized storage solutions industry, comprising pallets, racking and shelving, 

is estimated at ₹21 bn as of FY 21 and the industry is expected to grow at 19-21% CAGR over the 

next 3 years to reach ₹38 bn in FY 24. This would be driven by warehouse consolidation due to GST 

implementation and the growth across end-user industries such as e-commerce, organized retailing, 

consumer durables, auto components and pharmaceuticals as well as cold storage industries.

V-store - The company expects the storage business to continue its growth trajectory and become an 

independent business segment over the next few years. Using their design and engineering capabilities, 

they have developed a vertical storage system with tray extractor arrangements operated by a 

console, marketed under the brand name “V-Store”. With increasing space constraints in urban areas, 

V-Store, which improves the storage ratio and has substantial applications across various industries, 

holds potential in the near future. The company sold 100 V-stores to its customers in FY21 for various 

industries. Also the company has received a large contract from a leading e-commerce customer for 

vertical reciprocating conveyor. We expect the storage revenues to grow at 31% CAGR over FY21-23 to 

₹1.81bn by FY23 and contribute 35% of the industrial business. Also, this sub-category is expected to 

be the driver of revenue and profitability for the industrial & engineering division. 

Other key categories are non-auto aluminum castings for the power-transmission sector, material 

handling, tool rooms, special-purpose machines, etc., which we expect to grow 5-7% over FY21-23 

on the back of the increase in capital formation. Exports contribute 10% of the total topline and 95% 

Capacities (Tonnes) - FY 21 Aluminium Products  (₹ mn)
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Industrial & Engineering segment revenue mix

(₹ mn) FY 21 FY 22E FY 23E

Storage business  1,053  1,337  1,809 

% of Industrial business 26% 30% 35%

Other segments  2,997  3,119  3,359 

% of Industrial business 74% 70% 65%

Source: Company, LKP Research
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of it comes from Industrial and Engineering segment. In line with revenue growth of this segment 

we expect exports also to grow at a good pace of 10-12% over the next two years. Storage business 

enjoys higher margins, therefore higher growth in Industrial and Engineering business shall ensure 

better margins performance. We expect Industrial and Engineering business segment to grow at 13% 

CAGR over FY21-23E. 

Sub-segments, products and their applications

High end sub-assembly, contract manufacturing & others Storage Solutions

SPM Material handling Gear & Gear boxes Tool room, Mould 
base & Sheet metal

Aluminium- 
Casting  for power 

transmission

Products Metal cutting, Drilling 
and milling machines 
among other SPMs

Chain, Wire rope & 
Grab hoists, Crane 
kits, Pallet trucks and 
Light crane systems

Transmission & 
housing components

Mould base, Plastic 
moulding tools, Dies, 
Sheet metal casing 
and Housings

Machined castings 
for GIS

Pallets, Racking, shelving 
and Vertical storage 
solutions (V-Store), 
Roll-form products and 
Automated Storage and 
Retrieval Systems

Applications

Automotive Process Industries Elevators Engineering Power Transmission FMCG

Automotive Metro Automotive E-commerce

Foundries Compressors & 
Printing Machines Food & Beverages

Automotive Logistics

Steel Rolling Mills Pharmaceuticals

Electronics

Source: Company, LKP Research
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Robust Financials
Company’s robust financial performance positions them for future growth and diversification. Even 

though their revenues declined by 17.9% from ₹18.2 bn in FY 19 to ₹14.9 bn in FY 20 due to the 

challenging business environment, they have posted a growth of 4.5% in FY 21. They have also 

improved their EBITDA margin from 26.4% in FY 20 to 28% in FY 21. They were able to achieve the 

margin improvement due to their strong process controls resulting in better operational efficiencies. 

Craftsman had the highest EBITDA margin for the last 3 years across its peer group.

The company has already incurred significant capital expenditure in the past few years, including 

setting up an entire range of facilities such as no-bake sand foundry, high pressure, low pressure 

and gravity die casting capabilities for production of various types of aluminum castings for different 

applications for their customers, allowing them to offer a diverse product suite, reduce operating 

costs and drive their productivity.

In the coming years we believe all the three segments of Craftsman will be driven strongly by growth 

drivers. Strong CV cycle will drive the Power Train business. Even Farm sector shall help the cause to 

some extent. In the Aluminum Products segment, new orders mainly from the PVs and in the storage 

sub-segment within the industrial segment shall lead to a very healthy topline growth. We therefore 

expect a CAGR of 17% in the period between FY21-23E.  In line with higher volumes in the Power 

train segment driven by improving CV demand and rising utilization levels at the aluminum products 

business, we expect margins to increase after a dip in FY 22E, by 130 bps in FY 23E. Also the rising 

contribution from the high margin storage business in the industrial segment shall ensure the rise in 

margins. The company’s changed strategy of buying the raw materials on monthly or spot basis instead 

of buying on quarterly basis shall augur well for the margins. With strong growth and lower capex (₹1.3-

1.4bn) required, we expect return ratios to be higher at 21.6% and 22.7% RoE and RoCE respectively 

by FY23E. The current debt of the company lies at ₹6 bn, which the company expects to reduce by 

₹2bn in FY 22E in line with lower capex and solid operating cashflows, which would bring down the 

financial leverage. We expect a steady cash-conversion cycle over FY21-23E. However, inventory days 

are expected to be more given the higher demand and requirement to maintain certain product level 

inventory for development purposes apart from raw material and finished goods inventories. With 

strong earnings profile, stable working capital, reducing debt and capex, we expect Operation Cash 

Flows and Free Cash Flows to expand at a good pace over the next 2-3 years.  
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Business Overview
Craftsman is a diversified engineering company with vertically integrated manufacturing capabilities, 

engaged in 3 business segments, namely Powertrain and other products for the automotive segment, 

Aluminum products for the automotive segment, and Industrial and Engineering products segment. 

Craftsman is the largest player involved in the machining of cylinder blocks and cylinder heads in 

the intermediate, medium and heavy commercial vehicles segment as well as in the construction 

equipment industry in India. They are among the top 3-4 component players with respect to machining 

of cylinder block for the tractor segment in India. Craftsman is present across the entire value chain in 

the Automotive-Aluminium Products segment, providing diverse products and solutions. Their strong 

in-house engineering and design capabilities help them offer comprehensive solutions and products to 

their long standing domestic and international customers in each of the segments in which they operate. 

Automotive - Powertrain and Others segment - Their key products in this segment are highly engineered 

and include engine parts such as cylinder blocks and cylinder heads, camshafts, transmission parts, gear 

box housings, turbo chargers and bearing caps. The end users for their products include OEMs producing 

commercial vehicles, special utility vehicle, tractors and off-highway vehicles. Additionally, they also 

provide machining services within their Automotive – Powertrain and Others segment. Over the years, 

they have been instrumental in import substitution for critical powertrain parts. 

Automotive - Aluminium Products segment - Within their Automotive – Aluminium Products segment, 

they are equipped with an array of processes including the high pressure die casting, low pressure die 

casting and gravity die casting machines to manufacture components, machining tools for machining 

and assembly lines. Their key products are highly engineered and include crank case and cylinder blocks 

for two wheelers, engine and structural parts for passenger vehicles and gear box housing for heavy 

commercial vehicle.

Industrial and Engineering segment - Craftsman has utilized their in-house engineering and design 

capabilities and developed a diverse product portfolio across 2 sub-segments, namely, (i) the storage 

solutions sub-segment under which they have the complete solution for conventional/automated 

storage; and (ii) the high end precision products sub-segment under which they manufacture aluminium 

products for power transmission, high-end precision products and undertake sub-assembly, material 

handling equipment such as hoists, crane kits and industrial gears, manufacture gear and gear boxes, 

marine engines and accessories, special purpose machines (“SPM”), which includes metal cutting and 

non-metal applications such as washing and leak testing solutions and tool room, mould base and sheet 

metal. In their storage solutions business, Craftsman provides diverse products and solutions such as 

pallets, racking, shelving, vertical storage solutions to several sectors such as FMCG, Ecommerce, food 

and beverages, logistics, pharmaceutical and electronics.

The company does not have any subsidiaries or joint ventures within or outside India manufacturing 

any of their products. However, they have a wholly-owned overseas subsidiary, Craftsman Europe B.V. 

(formerly known as Craftsman Marine B.V.), set up in 2008 in Netherlands, through which they are 

engaged in marketing, sales and servicing of marine engines and other associated equipment used in 

yachts. These products are manufactured and assembled by them in India and exported under the name 

“Craftsman Marine” and will help them expand their footprint in Europe.

As on December 31, 2020, they had a large workforce of 259 management staff, 1,372 permanent 

workmen, 755 apprentices and 1,214 contract workmen. For their Industrial and Engineering segment, 

which is a customer oriented business, Craftsman has a marketing and business development team, 

comprising 30 full time employees as of December 31, 2020, who is responsible for selling their industrial 

and engineering products.
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1986

Established 
“Craftsman 

Automation Pvt. Ltd.”

2001-2006

• Aluminium 
foundry unit at 
Kurichi

• Satellite unit at 
Pithampur

2007-2011

• JV with Carl Stahl 
& Mitsubishi

• Star export house 
registration 
certificate

• Subsidiary 
Craftsman Europe 
BV, Netherlands.

• Satellite units at 
Sriperumpudur, 
Jamshedpur, Pune 
and Faridabad

2012-2016

• Storage solutions 
in Arasur, 
Coimbatore

• Second satellite 
unit at Pune

• Technology division 
and HPDC Foundry 
at Bengaluru

• Aluminium sand 
foundry, HPDC and 
LPDC at Arasur, 
Coimbatore

2017-2020

• Machining services 
at Bengaluru

• Converted into 
a public limited 
company, 
Craftsman 
Automation Ltd.

• Storage product 
manufacturing 
plant at Pune

2021

IPO launched in 
Mar’21

Company’s Journey

Source: Company

Key Managerial Personnel 

Name / Designation Brief Profile

Mr. Srinivasan Ravi
Promoter, Chairman and Managing Director He has experience of more than 34 years in the automotive industry.

Mr. Ravi Gauthamram
Whole-time Director

He has been on the Board since February 20, 2014. He has experience in automotive industry. He is 

engaged in building the product strategy in the industrial and engineering segment of the company. Prior 

to joining the company, he was associated with Caterpillar India Pvt. Ltd. 

Mr. Udai Dhawan
Nominee Director

He has been on the Board since November 25, 2016. He has experience in financial services. He was 

associated with Standard Chartered Private Equity Advisory (I) Pvt. Ltd., SkyWorks Capital LLC, Kotak 

Mahindra Capital Company Ltd., Sabre Inc., J.P. Morgan, and Arthur Andersen & Co. in the past. 

Mr. Chandrashekhar Madhukar Bhide
Independent Director

He has been on the Board since January 31, 2011. He has experience in automotive industry. He was 

associated with Mahindra & Mahindra Ltd. in the past. 

Mr. Sundararaman Kalyanaraman
Independent Director

He has been on the Board since June 30, 2017. He has experience in automotive industry. He was associated 

with TG Kirloskar Automotive Pvt. Ltd., Kirloskar Systems Ltd., BPL Ltd. and Widia (India) Ltd. in the past. 

Mr. Vijaya Sampath
Independent Director

He has been on the Board since April 30, 2018. She was associated with Lakshmikumaran & Sridharan 
Attorneys as a senior partner and with the Bharti Airtel Ltd. as group general counsel and company 
secretary in the past. 

Mr. C.B. Chandrasekar
Chief Financial Officer

He was appointed on February 3, 2020 for a period of 5 years. He has overall experience of more than 3 

decades in the fields of finance, secretarial and accounting. 

Mr. Shainshad Aduvanni
Company Secretary & Compliance Officer

He was appointed on November 16, 2017 and the Compliance Officer on April 30, 2018. He has experience 

in secretarial and legal affairs. 

Mr. Thiyagaraj Damodharaswamy
Chief Operating Officer - Automotive He was  appointed on August 1, 2017. He has experience in the manufacturing and automotive industries.

Source: Company
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Clientele
Craftsman is considered as a strategic and preferred supplier by many of their OEM customers and is 

also the single source supplier in certain product categories, for some of their key customers. Most of 

their business comprises direct supply to their OEM customers, under long term agreements, which 

are renewed from time to time. With their track record and wide product portfolio, they have been 

able to retain their existing customers and also been able to attract new customers. Craftsman has a 

diversified client base with their top 10 customers accounting for more than 55%.

Automotive Powertrain & Others segment Automotive Aluminium 
Products segment

Industrial & Engineering 
segment

◊ Daimler India ◊ Escort ◊ Daimler India ◊ Siemens

◊ Tata Motors ◊ Ashok Leyland ◊ TVS Motors, ◊ Mitsubishi 

◊ Tata Cummins ◊ Perkins ◊ Royal Enfield,

◊ Mahindra & Mahindra ◊ Mitsubishi ◊ Perkins

◊ Simpson & Co. Ltd. ◊ John Deere ◊ Mahindra & Mahindra.

◊ TAFE ◊ JCB India

Source: Company, LKP Research

Manufacturing facilities
Craftsman has commissioned new strategically located unit in Pune in 2019 for manufacturing 

storage solutions products which enables them to service the storage solutions market, catering to 

customers across India. They have long term relationships with several marquee domestic and global 

OEMs and component manufacturers across their 3 business segments.  

They own and operate 12 strategically located manufacturing facilities across 7 cities in India 

(Coimbatore, Pune, Faridabad, Bangalore, Jamshedpur, Sriperumbuthur and Pithampur), with a total 

built up area of over 1.5 million sq. ft. close to some of their key customers to enable meeting their 

customers’ just-in-time delivery schedules, allow economies of scale and logistical advantages for 

their customers, and to insulate them from local supply or other disruptions. Their manufacturing 

facilities include state of the art equipment, engineered layout with process controls and necessary 

automations for quality and productivity.

Source: Company
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Revenues (₹ mn) vs % Growth EBITDA (₹ mn) vs EBITDA margin (%)
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PAT (₹ mn) vs PAT margin (%) Net debt (₹ mn) vs Net Debt/Equity (x)
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Return Ratios Trend (%) Cashflows (₹ mn)
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Cash Flow

 (₹ mn) FY 20 FY 21 FY 22E FY 23E

PBT 536 1,476 2,327 3,854

Depreciation 1,962 1,924 1,871 2,058

Interest 1,398 1,109 776 414

Chng in working capital -432 -352 -1,177 -736

Tax paid -215 -226 -745 -963

Other operating activities -195 -369 0 0

Cash flow from operations (a) 3,054 3,555 2,978 4,627

Capital expenditure -1,387 -986 -930 -950

Chng in investments -2 0 0 0

Other investing activities 13 64 0 0

Cash flow from investing (b) -1,377 -922 -930 -950

Free cash flow (a+b) 1,677 2,633 2,047 3,677

Inc/dec in borrowings -771 -2,387 -1,200 -1,500

Dividend paid (incl. tax) -61 0 -316 -578

Interest paid -1,377 -1,093 -776 -414

Other financing activities 1,095 -836 0 0

Proceeds from issue of equity shares 0 1,456 0 0

Cash flow from financing (c) -1,114 -2,860 -2,292 -2,492

Net chng in cash (a+b+c) 563 -227 -245 1,184

Closing cash & cash equivalents 743 515 271 1,455

Key Ratios

YE Mar FY 20 FY 21 FY 22E FY 23E

Per Share Data (₹)

Adj. EPS 21.1 45.9 75.0 137.0

CEPS 115.9 137.0 163.6 234.5

BVPS 364.0 463.7 523.7 633.3

DPS 3.0 0.0 15.0 27.4

Growth Ratios(%)

Total revenues -18.0% 4.2% 14.7% 18.5%

EBITDA -5.5% 10.8% 10.1% 24.2%

EBIT -23.8% 23.7% 20.5% 33.3%

PAT -55.0% 128.1% 63.5% 82.7%

Valuation Ratios (X)

PE 94.7 43.6 26.6 14.6

P/CEPS 17.2 14.6 12.2 8.5 

P/BV 5.5 4.3 3.8 3.2 

EV/Sales 3.3 3.1 2.6 2.1 

EV/EBITDA 12.4 11.0 9.8 7.4 

Operating Ratios (Days)

Inventory days 77.3 93.9 102.0 100.0 

Recievable Days 47.7 55.6 50.0 50.0 

Payables day 59.5 63.7 70.0 68.0 

Net Debt/Equity (x) 1.25 0.61 0.43 0.24

Profitability Ratios (%)

ROCE 12.6% 15.3% 18.1% 22.7%

ROE 5.0% 9.9% 14.3% 21.6%

Dividend payout ratio (%) 16.6% 0.0% 20.0% 20.0%

Dividend yield(%) 0.2 0.0 0.8 1.4

Income Statement

 (₹ mn) FY 20 FY 21 FY 22E FY 23E

Total Revenues  14,834  15,463  17,739  21,013 

Raw Material Cost  5,677  6,474  7,450  8,658 

Employee Cost  1,469  1,302  1,526  1,807 

Other Exp  3,778  3,355  3,991  4,623 

EBITDA  3,910  4,332  4,772  5,926 

EBITDA Margin(%) 26.4% 28.0% 26.9% 28.2%

Depreciation  1,963  1,924  1,871  2,058 

EBIT  1,946  2,408  2,901  3,868 

EBIT Margin(%) 13.1% 15.6% 16.4% 18.4%

Other Income  133  177  201  400 

Interest 1486 1110 776 414

PBT  593  1,476  2,327  3,854 

PBT Margin(%) 4.0% 9.5% 13.1% 18.3%

Tax  169  508  745  963 

Adjusted PAT  424  968  1,582  2,890 

APAT Margins (%) 2.9% 6.3% 8.9% 13.8%

Exceptional items 58 0 0 0

PAT  367  968  1,582  2,890 

PAT Margins (%) 2.5% 6.3% 8.9% 13.8%

Balance Sheet

 (₹ mn) FY 20 FY 21 FY 22E FY 23E

Equity and Liabilities

Equity Share Capital  101  106  106  106 

Reserves & Surplus  7,216  9,679  10,945  13,257 

Total Networth  7,317  9,785  11,050  13,362 

Total  debt  6,683  4,372  3,372  2,072 

Deferred tax assets/liabilities  398  691  691  691 

Other curent liabilities  1,092  924  924  924 

Total non-current liab and provs  8,173  5,987  4,987  3,687 

Current Liabilities

Trade payables  2,833  3,523  3,402  3,915 

Short term provisions+ borrowings  2,461  1,623  1,423  1,223 

Other current liabilities  2,418  2,699  2,699  2,699 

Total current liab and provs  7,712  7,845  7,524  7,837 

Total Equity & Liabilities  23,201  23,617  23,561  24,886 

Assets 

Net block  14,266  14,203  13,333  12,275 

Capital WIP  888  320  250  200 

Other non current assets  1,887  1,511  1,511  1,511 

Total fixed assets  17,073  16,057  15,094  13,986 

Cash and cash equivalents(i)  704  417  271  1,455 

Inventories  3,142  3,976  4,957  5,757 

Trade receivables  1,937  2,355  2,430  2,879 

Other current assets  344  810  810  810 

Total current Assets  6,128  7,559  8,468  10,901 

Total Assets  23,201  23,617  23,561  24,886 
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