
We believe KRN Heat Exchanger and Refrigeration Ltd IPO brings an opportunity for investors to invest
in a prominent manufacturer specializing in fin and tube-type heat exchangers which are widely used in
the growing HVAC&R industry. We think with its established manufacturing capabilities in aluminium
and copper condenser and evaporator coils, KRN has positioned itself as a reliable supplier to OEMs
across domestic, commercial and industrial markets. We also believe the company's focus on R&D,
advanced manufacturing processes and stringent quality control ensures product excellence and fosters
long-term customer relationships, evidenced by repeat orders. Additionally, KRN’s expansion strategy,
targeting key markets in Europe and North America, offers significant growth potential. By looking at the
financials, the company has demonstrated impressive growth in revenue from operations/net profit
increased by 58.5%/205.1% in FY 2023 and 24.6%/20.9% in FY 2024. On valuation parse at the upper
price band of ₹ 220/-, the issue is asking for a market cap of ₹ 1367 cr. Based on FY 2024 earnings and
fully diluted post-IPO paid-up capital, the company is asking for a PE of 35x which seems reasonable
looking at its financial growth trajectory and no listed peer to compare. Given their strong in-house
design and development team, supported by marquee clients, along with full-service manufacturing
capabilities, further enhances their ability to adapt to customer needs and maintain competitive
advantages. Hence, we recommend investors to “SUBSCRIBE” the KRN Heat Exchanger and
Refrigeration Ltd IPO for listing perspective only.

Higher dependency on limited number of customers.
Higher dependency on limited number of suppliers.
Fluctuation in the prices of raw materials.

Long-standing business relationships with leading clientele: The company's focus on automated
production, R&D and advanced manufacturing technology ensures consistent quality, timely
delivery and cost-efficiency, leading to repeat orders from key customers like Daikin Air
conditioning which company derives 33.34% revenues, clearly showcase high quality standards.

Effective quality control checks: KRN has an in-house quality control facility, where products
undergo stringent checks to ensure top quality. Key production employees hold BS EN ISO-13585
certification, vital for heat exchanger manufacturing. The company’s quality management team
consists of 41 members, including 25 contractual employees.

Established Manufacturing facility: Company's registered office and manufacturing facilities are
located in the well-known RIICO industrial area of Neemrana, Rajasthan. Their manufacturing unit
is fully equipped for end-to-end production, providing full-service capabilities across the product
cycle. This setup allows KRN to maintain strict quality control and achieve cost advantages.

Regular Improvement in product design and development: KRN has an in-house product design
and development centre at their manufacturing facilities. Their design team focuses on creating
new heat exchanger designs based on customer specifications, aimed at enhancing product
efficiency.

Increasing the global footprint and augmenting growth in current geographies: KRN has steadily
expanded its customer network across Europe and plans to further diversify by increasing sales in
existing markets and expanding into new geographies, particularly North America and Europe.
Their strategy includes establishing a strong local presence, building connections, and leveraging
development expertise to boost market share in these regions.

KRN Heat Exchanger and Refrigeration Ltd (“KRN”) specializes in manufacturing aluminium and copper
fin-copper tube condenser and evaporator coils for the HVAC&R industry. Their products are used by
OEMs in heating, ventilation, air conditioning and refrigeration systems across domestic, commercial and
industrial sectors. KRN's product portfolio includes evaporator and condenser coils, fluid and steam
coils, condensing units, copper headers and sheet metal parts. The company operates from a
consolidated manufacturing facility in Neemrana, Rajasthan.
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As at Mar’ 31
2023

Consolidated Standalone

Equity Share Capital 46.14 44.00 44.00

Reserves 85.51 15.57 21.13

Net Worth 131.65 59.57 25.53

Total Borrowings 59.69 36.64 22.12

Revenue from Operations 308.28 247.48 156.11

Revenue Growth 24.6% 58.5% -

EBITDA 58.45 49.32 16.94

EBITDA Margin (%) as stated 18.96% 19.93% 10.85%

Net Profit for the Year 39.07 32.31 10.59

Net Profit Margin 12.67% 13.06% 6.78%

EPS 8.69 7.34 2.41

ROE (%) 40.86% 75.94% 54.88%

ROCE (%) 31.21% 50.46% 34.65%

Net Asset Value (₹) as stated 28.53 13.54 5.80

Debt to Equity 0.45 0.62 0.87

BASIC FINANCIAL DETAILS
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warranties of merchantability, fitnessfor a particular purpose, and non-infringement. The recipients of this reportshould rely on their own investigations.
This information is subject to change without any prior notice. MEL reserves its absolute discretion and right to make or refrain from making modifications and alterations to this
statement from time to time. Nevertheless, MEL is committed to providing independent and transparent recommendations to its clients, and would be happy to provide
information in response to specific clientqueries.

Before making an investment decisionon the basis of this research, the reader needs to consider,with or without the assistance of an adviser,whether the advice is appropriate
in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate,
and an individual security may even become valueless. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of
MEL accept any liability whatsoever for any direct,indirect, consequential or other loss arising from any use of this research and/orfurther communication in relation to this
research. Here it may be noted that neither MEL, nor its directors, employees, or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential includinglost revenue or lost profitthat may arise from or in connection with the use of the information containedin this report.
Analyst Certification: Research Analyst the author of this report, hereby certify that the views expressed in this research report accurately reflects my personal views about the
subject securities, issuers, products, sectorsor industries. It is also certified that no part of the compensation of the Researchanalyst was, is, or will be directlyor indirectly
relatedto the inclusion of specificrecommendations or viewsin this research.The Research analystis principally be responsible for the preparation of this researchreport and has
taken reasonable care to achieveand maintain independence and objectivity in making any recommendations. 
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Msearch’s Recommendation (Absolute Performance) 
Buy: > 20% within the next 12 Months

Accumulate: 5% to 20% within the next 12 Months 
Sell : < -20% within the next 12 Months
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