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Short Term Fundamental Pick 

 

Rating: Buy 

Sector: Capital Goods 

Target: ₹680 

Upside Potential: 20.59% 

Time Frame: 8-12 Months 
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Cmp: 563.90 as on 28th July 2025           Rating: Buy                  Target: ₹680                    Upside Potential: 20.59% 
 

Strong sectoral growth, Nearly doubled revenue on 

YOY, Healthy order book and consistent solid 

performance in MHE division, which bodes well for 

future performance… 

Highlights and Investment Rationale 

Elecon Engineering Company Ltd, is one of Asia’s largest 

industrial gear solution providers and a key player in material 
handling equipment. With a global footprint and vertically 
integrated manufacturing capabilities, the company serves 
industries such as power, steel, cement, defence, and mining. 
Elecon Engineering reported a strong Q1 FY26 performance with 
consolidated revenue rising 25% YoY to ₹491 crore, driven by 
robust growth in the material handling segment. Net profit 
surged 139% YoY to ₹175 crore, aided by one-time gains from 
arbitration and exceptional income. EBITDA grew 41% to ₹130 
crore with margins expanding to 26.6%. The order book remains 
healthy at ₹1,110 crore, supported by strong domestic demand, 
while exports saw some pressure. 

Market Leadership in Industrial Gears (39% Market Share):  
Elecon commands ~39% of the organized industrial gear 
segment in India — the largest player in Asia. The gear division 
contributes ~79% of total revenue (FY25) and recorded ₹710 
crore order book in Q1 FY26, up +18.7% YoY. The company is the 
only one in India capable of manufacturing complex gears for the 
Indian Navy, reinforcing its technological edge and high entry 
barriers. 

 Robust Q1 FY26 Performance: Consolidated PAT surged 139.1% 
YoY to ₹175 crore, aided by one-time gains and strong 
operational execution. Revenue from operations grew 25% YoY 
to ₹491 crore, driven by a strong performance in both MHE and 
gear segments. Reflects operational efficiency, growing demand 
across sectors, and strategic execution. 

MHE Segment as a Strong Growth Lever: After restructuring 
from EPC to a product and service-driven model, the MHE 
segment posted ~73% revenue growth in FY25. Order intake rose 
49% YoY with the Q1 FY26 MHE order book at ₹400 crore 
(+14.6% YoY), all executable within FY26 — indicating strong 
visibility. 

 

 

Nifty/Sensex 25060.90/82186.81

BSE Code 505700

NSE Code ELECON

Bloomberg Code ELCN:IN

Industry
Heavy Electrical 

Equipment

Market Cap(Cr.) 12653.916

No. of Shares(Cr.) 22.44

Face Value 1

52 Week High/Low 739.10/376.95

Key Data

 

Particulars Q1FY26

Promoter 59.27%

MF 2.17%

FII 9.61%

Public 27.28%

Others 1.70%

Shareholding Pattern
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Strategic Global Diversification:  Presence in 95+ countries with 
~25% revenue from exports in FY25, which is targeted to grow to 
50% by FY30. Global expansion reduces dependence on 
domestic cycles and improves margin profiles, as export margins 
are higher. Signed 11 OEM agreements, contributing ₹500–600 
crore in FY25, setting the stage for sustained international 
growth. 

Healthy and Expanding Order Book: Total consolidated order 
book at ₹1,110 crore as of June 30, 2025, up 17.2% YoY, 
indicating sustained demand visibility. Balanced growth across 
core segments (Gears + MHE) provides multi-year revenue 
predictability. 

Long-Term Growth Visibility with High Margin Focus: EECL is 
shifting focus toward high-margin products, exports, and long-
term partnerships, which improves quality of earnings. Ongoing 
investments in in-house manufacturing and customized 
solutions ensure faster lead times and higher efficiency, 
positioning the company well for the next leg of growth. 

Key risks:      

 Execution Delays: Any delays in project execution, 
especially in large material handling orders, can impact 
revenue recognition and profitability. 

 Export Slowdown: Global economic uncertainty or 
geopolitical tensions may affect export demand, 
especially in regions like Africa and the Middle East. 

 Raw Material Cost Volatility: Fluctuations in steel and 
other input prices could squeeze margins if not 
effectively passed on to customers. 
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YE March (Mns.) FY24 FY25 FY26E FY27E FY28E

PAT 3491.00 4070.00 5217.36 5706.20 6790.50

EBITDA Margin(%) 24.50% 24.36% 24.15% 24.11% 24.10%

EBIT Margin(%) 21.87% 21.63% 21.45% 21.42% 21.42%

Net Profit Margin(%) 18.02% 18.28% 19.69% 18.09% 18.09%

ROE(%) 25.00% 23.00% 22.00% 23.00% 23.00%

Current Ratio 3 3.2 4.5 5.1 5.9

Asset Turnover(x) 1 0.9 0.9 1.0 1.0

EPS 15.85 18.50 23.68 25.94 30.86

PE 29.97 24.28 23.8 21.7 18.3

BV/S 143 89 115 141 171

Key Financial Indicators & Valuation (Consolidated)

 

 

Particulars (Rs. In Cr.) 2025-Jun 2024-Jun YoY(%) 2025-Mar QoQ(%)

Net Sales 490.57 392.36 25.03 797.57 -38.49

Total Expenditure 360.27 299.98 20.1 602.24 -40.18

PBIDT (Excl OI) 130.3 92.38 41.05 195.33 -33.29

PAT 174.83 70.9 146.59 144 21.41

PBIDTM% (Excl OI) 26.56 23.54 12.83 24.49 8.45

PBIDTM% 31.95 27.22 17.38 26.82 19.13

PATM% 35.64 18.07 97.23 18.05 97.45

Adj. EPS(Rs) 7.82 3.27 139.14 6.53 19.75

Variance Analysis (Consolidated)

 

 

Valuation and Outlook 

Elecon Engineering delivered a strong performance in FY25 and Q1 FY26, supported in part by one-off gains, though 
core operations—particularly in the MHE segment and domestic market—remained solid. Margins in the Gear 

division are expected to normalize ahead, with the company reiterating its FY26 guidance. Elecon holds a ~39% share 
in the organized industrial gear segment, making it Asia’s largest manufacturer and the only Indian company capable 
of producing complex gears for the Navy. With a footprint in over 95 countries and a distribution network of ~175 
dealers, exports currently contribute ~25% of revenue, which the company aims to scale to 50% by FY30. From FY25 
to FY27E, sales, EBITDA, and net profit are projected to grow at a CAGR of 19%, 18.37%, and 18.41% respectively. The 
stock, trading at ₹563.90 as of July 28th closing, has a trailing P/E of 24.51 (EPS ₹23), with forward P/E estimates of 
21.7x for FY27E. Given its strong market positioning and growth prospects, we maintain a bullish view on ELECON 
with a target price of ₹680, indicating a 20.59% upside over the next 8–12 months. 
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YE March (Mns.) FY24 FY25 FY26E FY27E FY27E
Net Sales    19,374.0     22,270.0    26,501.3      31,536.5   37,527.4 

Raw Material Expenses      8,622.0     10,287.0    12,254.5      14,586.9   17,359.4 

Employee Cost 1,885.0     2,086.0      2,497.3      2,971.8       3,536.4    

Other Expenses      4,121.0       4,471.0       5,349.5        6,374.9     7,589.1 

Total Expenditure 14,628.0   16,844.0    20,101.3   23,933.6     28,484.9  

EBITDA 4,746.0     5,426.0      6,400.0      7,602.9       9,042.5    

Depreciation 509.0         608.0          715.5         848.5           1,005.7    

EBIT 4,237.0     4,818.0      5,684.5      6,754.4       8,036.8    

Interest 89.0           130.0          155.5         181.5           216.0        

Other Income and Excepional Items 441.0         601.0          1,251.0      842.9           1,001.9    

Earnings Before Tax(EBT) 4,589.0     5,289.0      6,780.0      7,415.8       8,822.7    

Tax 1,098.00   1,219.00    1,562.6      1,709.6       2,032.2    

Earnings After Tax(EAT) 3,491.0     4,070.0      5,217.4      5,706.2       6,790.5    

Profit from Associates 64.0           81.0            95.5            113.7           135.3        

Consolidate Net Profit 3,555.0     4,151.0      5,312.9      5,819.9       6,925.8    

Shares 112.2         224.4          224.4         224.4           224.4        

EPS - Basic 15.85         18.50          23.68         25.94           30.86        

Profit And Loss Statement (Consolidated)

 

 

Source: Company website, SSL Research Centre, ACE Equity, Trendlyne, NSE & BSE, etc 
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Investment Rating Matrix  

Ratings Expected Return
Buy >15%

Accumulate 10% to 15%

Hold 0% to 15%

Sell < - 15%  

SSL Research aims to deliver objective views and recommendations. The recommendations are based on 12-month 

performance horizon, unless otherwise specified. The SSL investment rating matrix are on absolute 

positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there 

could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity/event we may revisit 

rating at appropriate time. Please note that the stock always carries the risk of being upgraded to Buy or 

downgraded to a Hold, Reduce and Sell. 
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StockHolding Services Limited 

(Formerly known as SHCIL Services Limited)                                                                                                                                                                         
CIN NO: U65990MH1995GOI085602  SEBI - RA: INH000001121                                                                                                                                                                       

Plot No. P-51, T.T.C. Industrial Area, MIDC Mahape, Navi Mumbai – 400 710 

Call to us: 91-080-69850100       E_Mail: customerdesk@stockholdingservices.com     www.stockholdingservices.com 
 

Disclaimer 

The research recommendations and information are solely for the personal information of the authorized recipient and does not 

construe to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. 

 

The research services (“Report”) provided is for the personal information of the authorized recipient(s) and is not for public 

distribution. The report is based on the facts, figures and information that are considered true, correct and reliable. The report is 

provided for information of clients only and does not construe to be an investment advice. This report does not constitute an offer 

or solicitation for the purchase or sale of any financial instrument or as a confirmation of any transaction. Each recipient of this 

report should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the 

securities of companies referred to in this report and should consult its own advisors to determine the merits and risks of such an 

investment. StockHolding Services Limited (formerly known as SHCIL Services Limited)-(SSL) and its associate companies, their 

directors and their employees shall not be in any way responsible for any loss or damage that may arise to any recipient from any 

inadvertent error in the information contained in this report or any action taken on the basis of this information. 

 

Disclosure 

StockHolding Services Limited (formerly known as SHCIL Services Limited) -(SSL) is a SEBI Registered Research Analyst having 

registration no.: INH000001121. SSL is a SEBI Registered Corporate Stock broker having SEBI Single Registration No.: INZ000199936 

and is a member of Bombay Stock Exchange (BSE)- Cash Segment and Derivatives Segment, National Stock Exchange (NSE)-Cash, 

derivatives and Currency Derivatives Segments and Multi Commodity Exchange of India (MCX) – Commodity Derivative. SSL has 

registered with SEBI to act as Portfolio Manager under the SEBI (Portfolio Managers) Regulations, 2020, bearing registration no. 

INP000007304 and also obtained registration as Depository Participant (DP) with CDSL and NSDL, SEBI Registration No.: IN-DP-471-

2020. SSL is a wholly owned subsidiary of Stock Holding Corporation of India Limited (StockHolding). StockHolding is primarily 

engaged in the business of providing custodial services, designated depository participant (DDP) post trading services, Authorized 

Person services in association with SSL and DP services. SHCIL is also registered as Research Analyst with SEBI. Neither SSL nor its 

Research Analysts have been engaged in market making activity for the companies mentioned in the report /recommendation. SSL 

or their Research Analysts have not managed or co–managed public offering of securities for the subject company (ies) in the past 

twelve months.  

 

Registrations granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any 

assurance of returns to investors. 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.  

 

The Analysts engaged in preparation of this Report or his/her relative or SSL’s associates: - (a) do not have any financial interests 

in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company 

mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any 

material conflict of interest at the time of publication of the Report.   

 

The Analysts engaged in preparation of this Report or his/her relatives or SSL’s associates: - (a) have not received any compensation 

from the subject company in the past twelve months; (b) have not managed or co-managed public offering of securities for the 

subject company in the past twelve months; (c)have not received any compensation for investment banking or merchant banking 

or brokerage services from the subject company in the past twelve months; 
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(d) have not received any compensation for products or services other than investment banking or merchant banking or brokerage 

services from the subject company in the past twelve months; (e) has not received any compensation or other benefits from the 

subject company or third party in connection with the Report; (f) has not served as an officer, director or employee of the subject 

company; (g) is not engaged in market making activity for the subject company.                                                

                                                 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee 

performance of the intermediary or provide any assurance of returns to investors.  

 

"The securities quoted are for illustration only and are not recommendatory".  

The investor is requested to take into consideration all the risk factors before actually trading in equity and derivative contracts. 

For grievances write to grievances@stockholdingservices.com. In case you require any clarification or have any query/concern, 

kindly write to us at ssl.research@stocholdingservices.com.  

 

 

 

S. Devarajan                                                                                                                                                                                            
MBA (Finance & Foreign Trade), Ph.D. (Financial Management)                                                                                               

Head of Research & Quant Strategist 
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