Frontier Springs: Five-Pillar Analysis

DalalBytes Research | October 13, 2026 | NSE: FRONTSP, BSE: 522195

Companion to the Frontier Springs investment report (67/100, Selective Positive). This piece grades the business against the
five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 1,408 (NSE close, October 13, 2026). Three pass, two partial.

Grades at a glance

Sunrise (railway modernisation demand) PASS
Leadership PASS
Moat PARTIAL
Iron Fortress (balance sheet) PASS
Free Cash Flow PARTIAL

Overall fit verdict: three pass, two partial. Frontier clears the five-pillar bar on sunrise, leadership and
balance sheet, while moat and free cash flow grade partial on tender pricing power and cash conversion.
Full investment report score: 67/100, Selective Positive.
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Pillar 1: Sunrise, PASS
GRADE: PASS

The demand current is structural and dated in steel, not in slide decks. Indian Railways is in a multi-year
modernisation programme: LHB coach production replacing older designs, Vande Bharat trainsets scaling
toward the hundreds of rakes, and wagon output at record levels. Every one of those vehicles rides on the
suspension Frontier sells, and air springs, its newest division, exist precisely because the fleet is
upgrading. The company-level evidence matches the macro story: revenue rose 71% in FY25 and 39% in
FY26 to Rs 322 cr, the order book entering FY27 was about Rs 370 cr (about 1.15 times FY26 reported
revenue), and management guides to about Rs 500 cr of gross revenue for FY27.

The deduction that keeps this from being a stronger pass is concentration of the sunrise itself: it is one
customer's capex programme. Railway budgets are political and cyclical over long windows, and Q1 FY27
(revenue up about 4%) showed how quickly tender and supply timing can flatten a quarter. But the pillar
tests whether the industry current runs with the company over a cycle, and for railway suspension in India
it plainly does. PASS.
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Pillar 2: Leadership, PASS
GRADE: PASS

The delivery record is the argument. The Bhatia family, founder Kundan Lal Bhatia as chair, Kapil Bhatia
as Managing Director and Neeraj Bhatia as Whole-time Director and CFO, beat its own gross revenue
targets in FY25 (about Rs 240 cr guided) and FY26 (about Rs 375 cr guided), built the forging division from
2011 into a Vande Bharat-approved line with 6-tonne hammers, built air springs patiently from about 2022
into a ramping business, and guided FY27 with a specific, cautious margin range (23 to 24% EBITDA)
rather than a slogan. Q1 FY27's weak quarter was explained directly, as an industrial gas shortage and
bellows logistics delays, with normalisation stated plainly.

The deductions are real and keep the pass from being comfortable: a token dividend (Rs 0.70 post-bonus
for FY26, about 13% of PAT), guidance quoted gross against results reported net with no published
bridge, no disclosed segment revenue split, and a thin leadership bench beyond the family. None of those
is a delivery failure, and the promoter holding tells the alignment story the pillar weights most: 51.76%,
unchanged for years, with no pledging reported. A family that has held the same stake through a flat
decade and a boom, and reinvested the boom, passes. PASS.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

What Frontier has is qualification tenure in a safety-critical niche: 45 years supplying Indian Railways, IRIS
certification, springs fitted on Vande Bharat stock, and a three-division offer (coil springs, air springs,
forgings) into the same bogie, so a production unit can source the suspension set from one proven vendor.
Buyers qualify spring suppliers slowly because failure is a safety event, and that incumbency is a genuine
barrier.

What it does not have is pricing power or a second customer system. Sales run through fixed-price tenders
set by an effective monopsony, steel inflation lands on Frontier first (management says so itself), rivals
among approved suppliers contest every tender, and around 90% of production serves railways. A moat
that protects your place on the vendor list but not your margin, and that exists inside one buyer's budget, is
a partial moat. It upgrades if air springs, FIBA or non-rail forging become disclosed, material revenue with
better pricing, and downgrades if tender competition compresses the FY26 margin structure back toward
the FY22 to FY24 range. PARTIAL.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

On leverage, this is unambiguous: debt to equity of about 0.06 at March 2026, annual interest cost of well
under Rs 1 cr, and capacity expansion (Rs 13.64 cr in FY25, Rs 15 to 20 cr guided for FY27) funded from
internal accruals rather than borrowing. The company scaled revenue from Rs 135 cr to Rs 322 cr in two
years without leaning on lenders, and total assets of Rs 218 cr are modest against the order book it
supports.

The warning label is liquidity, not debt: cash balances are thin, growth is funded by stretching the operating
cycle, and a single-customer supplier with fixed-price contracts has no financial shock absorber beyond its
own working capital if tender payments slow. The pillar grades the fortress that exists, which is near
debt-free and self-funded. It passes, with the explicit note that the walls are strong and the stores inside
them are lean. PASS.
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Pillar 5: Free Cash Flow, PARTIAL
GRADE: PARTIAL

The generation record is positive but well behind the profit line, and the gap is the grade. Operating cash
flow was about Rs 10 crin FY22, Rs 10 crin FY23, Rs 12 crin FY24, Rs 22 crin FY25 and Rs 31 crin
FY26, against PAT of Rs 8 cr, Rs 7 cr, Rs 13 cr, Rs 35 cr and Rs 61 cr. In the two boom years the
company converted only about 55% of profit into operating cash, as receivables and inventory absorbed
the growth (a working capital outflow above Rs 50 cr in FY26 on one cash flow series). After capital
expenditure of roughly Rs 15 cr, FY26 free cash flow was about Rs 17 cr, under a third of PAT.

This is the classic growth-company pattern rather than a red flag: a supplier scaling at 40 to 70% a year for
a slow-paying government ecosystem will fund the float. But the pillar tests cash that could reach owners,
and at Frontier almost none does yet (the FY26 dividend was about Rs 8 cr in total). The grade upgrades
when operating conversion holds above two-thirds of PAT for a full year at scale, and downgrades if
receivables stretch further as revenue grows. Until then the cash engine is running, and running behind the
P&L.; PARTIAL.
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Summary

e Pillar 1. Sunrise: PASS, a structural railway modernisation cycle (LHB, Vande Bharat, wagons) with
a Rs 370 cr order book; the sunrise belongs to one customer's budget

e Pillar 2. Leadership: PASS, targets beaten in FY25 and FY26, three divisions built in sequence,
promoter holding of 51.76% unchanged with no pledging reported; deductions for the token dividend
and gross-versus-net guidance

e Pillar 3. Moat: PARTIAL, 45 years of approval tenure in a safety-critical niche, no pricing power
under fixed-price tenders and one buyer system

e Pillar 4. Iron Fortress: PASS, debt to equity about 0.06 and self-funded expansion; thin cash stores
inside strong walls

e Pillar 5. Free Cash Flow: PARTIAL, operating cash flow of Rs 31 cr against PAT of Rs 61 cr in
FY26, free cash flow about Rs 17 cr; conversion, not generation, is the open test

Three of five pass, two partial. The engine's read: a genuinely excellent small manufacturer in a structural
sunrise, run by an aligned family, whose two partials (moat and free cash flow) describe the same fact
from two sides: Frontier sells to one powerful buyer on that buyer's terms, and finances the growth itself.
That matches the investment report's 67/100 Selective Positive: at about 27x trailing earnings the price
already assumes FY27 delivery, so the pillars argue for the business and the valuation argues for
selectivity.

What changes the grade: Free Cash Flow upgrades if FY27 operating conversion rises above two-thirds of
PAT while revenue grows, and Moat upgrades if air springs, FIBA or non-rail forging become disclosed
material revenue. Sunrise downgrades if railway tender flow stalls for two consecutive quarters,
Leadership downgrades if the FY27 gross guidance is missed without a clear external cause, and Iron
Fortress downgrades if growth starts being funded with real debt.
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Sources

Screener.in consolidated data for Frontier Springs: financials, shareholding to June 2026, market
data at October 13, 2026

Company annual report and investor presentation material for FY25 and FY26: revenue, EBITDA and
PAT, order book, FY27 guidance, capex plans, division commentary

Quarterly results series and cash flow series (Finology, Tickertape, Stockopedia): Q1 FY27 results
and cash conversion history

AGM outcome of September 22, 2026 and corporate action records (2:1 bonus, March 2026; Rs 0.70
final dividend)

Full source list in the companion investment report.
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