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While | am not an analyst by trade, |
am driven by a passion for uncovering
companies in niche domains—like
Sealmatic. My research  process
combines rigorous fundamental and
industry analysis with detailed study to
project prospective future growth.
However, Sealmatic presents a
unique case. Because it operates in a
highly specialized niche with limited
historical or peer data, a traditional
guantitative model falls short. Instead,
this note focuses on a qualitative
assessment of why | find this micro-cap
business compelling. Sealmatic
manufactures critical mechanical seals
employed to ensure leak-proof fluid
and gas flow across high-stakes
industries, including oil and gas,
petrochemicals, chemicals, and various
power generation sectors (thermal,
solar, and nuclear).




The story of Sealmatic begins in 2012, but its founders' roots in the mechanical seal industry run
much deeper. Industry veterans Umar Balwa and Hanif Chaudhary first joined forces in 1989 at a
small, indigenous seal company owned by Umar Balwa’s family, where Hanif Chaudhary was the
very first employee. By 1992, the Balwa family entered a joint venture with German giant
Burgmann Dichtungswerke GmbH & Co KG (now EagleBurgmann Industries) to establish
Burgmann India Pvt Ltd. In 2007, despite fierce resistance to protecting their 49% stake, the Balwa
family ultimately agreed to the German partner's acquisition request and exited the joint venture.
Unwilling to leave the industry they build Sealmatic — Umar Balwa & Hanif Chaudhary made a
powerful comeback five years later, launching Sealmatic.

MY NOTES (QUALITATIVE) ON WHY
| FIND SEALMATIC INTERESTING:

© 1. TECHNICAL CERTIFICATIONS:

They have received various technical
certifications from international bodies such as
APl Q1 Spec, ISO 19443 (Nuclear), ASME U
Stamp, ISO 3834, ISO 29001, PED - CE, EU
1935 (FDA), TRCU 010/012/032, ATEX, DSIR,
ISO 9000/14000/45000, GMP, DGQA, Marine
Works, RoHS, and REACH, —qualifying them
for critical operations across global sectors such
as nuclear power, thermal energy, oil & gas,
defense, aerospace, and marine industries. As a
globally recognized mechanical seal
manufacturer, these stringent credentials
establish the company among an elite tier
authorized to service these highly regulated
markets.
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© 2. CUSTOMER APPROVALS: Rehance
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There are barriers to entry in this business!

© 3. CUSTOMER STICKINESS:

Once approved by a specific EPC, End User and OEM, customers stick with the
company that established the technical standards for them. In heavy industries—
including oil & gas, refineries, power, petrochemicals, fertilizers, and defense—the typical
plant equipment lifecycle is 30 years. When a rotary equipment is commissioned, it
secures a 30-year annuity stream covering the supply and maintenance of seals.
Management believes this will generate substantial, high-margin Operations &
Maintenance (O&M) business starting in 2028.
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© 4. GLOBAL EXPANSION & MARKET POSITIONING:

Historically EPCs, OEMs, and end-users have relied on dominant global suppliers
like Flowserve, John Crane, and EagleBurgmann (the promoters’ former company
and the market leader in India). Capitalizing on their proven track record and the
tailwinds of the "Make in India" initiative, the promoters successfully positioned the
company as a trusted supplier in both domestic and international markets, achieving
a 60:40 export-to-domestic revenue split. Driven by aggressive capacity expansions
among end-customers in India and the Middle East, the company is strategically
poised to capture high-margin end-user business by tapping into this surging
regional demand.

© 5. GLOBAL PENETRATION THROUGH SPECIALIZED PRODUCTS:

Mechanical seals are rarely sold on price alone; instead, their value is driven by
deep engineering expertise.

© 6. EXPANSION:

« With Operations & Maintenance (O&M) driving core growth, the company
recently established a service center in Abu Dhabi and plans to launch additional
centers in Saudi Arabia by 2027.

. Expanding capacity at their Kaman factory, with Unit 3 slated for operation by
late 2026. Their global footprint spans India, Middle East, Europe, South
America, and North America.

Looking at Sealmatic’'s leadership,
the promoters bring over three
decades of deep experience in the
mechanical seal industry, highlighted
by their impressive track record
during their time at EagleBurgmann.
Their industry credentials are solid.
Leading the company's continuous
growth and innovation are its
promoters, Umar Balwa and Hanif
Chaudhary. By combining strategic

foresight with engineering expertise,
they have guided Sealmatic to
become an international benchmark

for  reliabilty and  advanced

manufacturing. In the demanding

field of mechanical seals, precision is ‘

essential for ensuring operational

excellence and safety. Sealmatic has

established itself as a reliable global >
Umar A K Balwa provider of heavy-duty mechanical Hanif Chaudhar
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industrial environments.

i




The domestic Indian pump market is valued
at roughly 315,000 Crores. Because industrial

pumps strictly require mechanical seals to 9
operate, the seal market is directly tethered to :
pump demand. Assuming a conservative cost
allocation where mechanical seals constitute ;
15% to 20% of a pump's total cost, the implied *@% |
domestic addressable market for seals sits at G
approximately ¥2,250 to ¥3,000 Crores. While _ T .
third-party market research estimates a

significantly higher ceiling, this bottom-up estimation serves as a deliberate, conservative baseline.

To evaluate if Sealmatic India Ltd can reach a ¥200 Cr revenue target over 5 years and double
its turnover, we must rigorously stress-test the growth assumptions against execution constraints.
Here is the structured breakdown across the math and execution feasibility layers.

© 1. THE CORE GROWTH METRICS (THE MATH)

The calculated required revenue CAGR of 14.19% is mathematically sufficient to reach
%200 Crin 5 years from a ¥103 Cr base (2026).

« Required Revenue CAGR (5 Years): 14.19%

. Historical Revenue CAGR (FY22-FY26): ~24.9%

« A structural deceleration of ~1071 basis points (10.71%) from their hyper-
growth era mathematically secures their long-term guidance, making the
baseline scenario highly plausible.

© 2. EXECUTION FEASIBILITY (THE REAL BOTTLENECKS)

While the math line up perfectly on paper, capturing an 8%—-10% domestic market
share requires breaking a rigid industry structure.

The Competitive Moat of Incumbents

The mechanical seals market is a heavily consolidated oligopoly dominated by global
giants like John Crane, EagleBurgmann and Flowserve.

. The API 682 Barrier: In high-risk
sectors (Refineries, Petrochemicals)
mechanical seals must meet stringent
APl 682 standards, other than critical
nuclear, aerospace and marine
applications.

. The Vendor Registration Trap: Large
public sector undertakings (PSUs),
EPCs and international End Users
require years of flawless operational
data before registering a new vendor. Sealmatic is successfully gaining these approvals,
but displacing embedded players is a slow process , but Sealmatic has gained strides
in this area.




The Aftermarket Flywheel (The Savior)

Sealmatic’s core path of net margin relies entirely on high-margin aftermarket spares and
servicing.

. Initial OEM Sale: Low-margin, highly competitive, and often subsidized to win the
project.

. The Tail: Once a Sealmatic seal is installed in a pump or compressor, the end user must
buy proprietary Sealmatic replacement parts for the next 25-30 years.

. The Strategy: To hit the 5-year targets, the current OEM installation blitz must rapidly
mature into a recurring, high-margin asset-servicing stream.

To track Sealmatic’s path toward a ¥200 Cr revenue target, monitor these three core
operational drivers:

. The Bait-and-Hook Strategy: Sealmatic places API-compliant mechanical seals with
global OEMs (across refineries, oil & gas, petrochemical, nuclear etc) at sub-material
cost. Long-term growth relies on converting this installed base into high-margin, recurring
aftermarket spare parts over a 25-year cycle.

. Capacity Expansion & Compliance: The rollout of its third manufacturing facility and
critical accreditations (such as APl Q1, ISO 19443, ATEX and host of other 15
certificates) provide the physical scale and regulatory clearance needed to capture
targeted market share.

. Execution & Working Capital Pressures: In FY26, regional and geopolitical disruptions
delayed site installations, causing a ~¥62 Cr inventory build-up and negative operating
cash flow. Reaching ¥200 Cr hinges on how fast these delayed deployments clear and
convert into cash from FY27 onward.

These are just notes to myself. You as a reader, please feel free to ignore my numbers,
don’t read too much into them since they are assumptions piled over assumptions!




WHY | LIKE THE BUSINESS?

Sealmatic India Ltd. stands out as a high-margin, specialized engineering business
due to several core competitive advantages and high-barrier market positions:

CORE NICHE & HIGH MARGINS:

Sealmatic manufactures high-precision mechanical seals used in rotary equipment for
critical sectors like oil & gas, petrochemicals, thermal/solar/nuclear power, and
defense. Because failure leads to severe safety or environmental hazards, the
company commands strong EBITDA and operating margins compared to generic

industrial components.

RARIFIED TECHNICAL
CERTIFICATIONS

Sealmatic  holds rare, stringent
accreditations—such as SO 19443
(nuclear), APl Q1 (oil & gas), AS9100D
(Defence), DGQA certification for
defense—making it one of the very few
global players and a select domestic
manufacturer qualified for high-security

LONG CUSTOMER APPROVAL
CYCLES & LOCK-IN

Vendor approval from Fortune 500
energy firms (like ADNOC, KOC,
Reliance, IOCL, BPCL, HPCL, GAIL,
ONGC, NPC, NTPC) and global pump
OEMs (Sundyne, ITT, BHI, Trillium,
Sulzer, KSB) takes years. Once
qualified, replacing a mission-critical

infrastructure. seal is difficult, creating a sticky, long-

term replacement revenue stream.

EXPORT-ORIENTED:

The company drives a large portion of its revenue through international exports while
maintaining specialized manufacturing discipline rather than diluting focus into
commodity items.

DISCLOSURE & DISCLAIMER

This report has been prepared by Arvind L Laxmeshwar and is provided for informational purposes
only. No representation or warranty, express or implied, is made regarding the accuracy,
completeness, or correctness of the information.

. No Investment Advice: This Report does not constitute a personal recommendation or take into

account the particular investment objectives, financial situations, or needs of individual clients.

. Risk of Investing: Investing in equities, including Sealmatic India Ltd, involves substantial risk.
Micro-cap and small-cap stocks listed on SME platforms (such as the BSE SME platform) carry
higher volatility, lower liquidity, and greater risk of capital loss.

. Forward-Looking Statements: Statements regarding future corporate actions, financial
performance, or industry trends are forward-looking and subject to change without notice. Actual
results may differ materially.
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