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The mechanical seals industry
sits at the intersection of:

Sealmatic India Ltd: The Art of Entering the
Machine Once and Earning From It for a
Lifetime

Company Overview: A Small Component With Outsized

» Precision engineering
Consequences

o Materials science
o Safety regulations

Mechanical seals are invisible when they work and catastrophic when they fail. « Long qualification cycles

In oil refineries, petrochemical plants, nuclear facilities, LNG terminals, fertiliser

complexes, and offshore platforms, a failed seal doesn’t just mean downtime. It can mean 'Kedy c{raracteristics of the
industry:

e High switching costs:
Once a seal is approved
and installed, replacement
cycles run for years.

leakage of toxic fluids, fire hazards, environmental damage, or forced plant shutdowns
costing millions of dollars per day.

This is the world Sealmatic India Ltd operates in.

Founded in 2009, Sealmatic designs and manufactures engineered mechanical seals and Qualification moats: API

sealing systems for rotating equipment pumps, compressors, turbines, mixers, reactors 682, nuclear approvals,

marine certifications not
easy to replicate.

where operating conditions are extreme and failure tolerance is near zero.

Over time, Sealmatic has quietly transitioned from being a component supplier to Lifecycle economics: Initial
sale is only the entry

ticket; replacements,

i c c spares, and servicing

Industry Context: Why Mechanical Seals Are a High Moat create annuity streams.

Niche Customer conservatism:
End-users prefer proven
vendors over cheaper
alternatives.

becoming a critical system partner.
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This makes the industry unattractive for short-term players and extremely attractive for patient capital.
Product Philosophy: Engineering Before Economic
Sealmatic’s product portfolio reflects its positioning:
¢ Engineered & mechanical seals

API 682 critical oil & gas seals

Gas-lubricated seals

Metal and elastomer bellows seals

Split seals for maintenance-critical equipment

Seal supply systems and components
What matters is not breadth, but depth in harsh-duty applications.
Management repeatedly emphasizes focus on:

“high-pressure, high-temperature, high-speed,

and hazardous environments.”

This is not about selling more seals it's about being trusted where failure is unacceptable.

Commercial Strategy: Lose a Little Today, Earn a Lot Tomorrow

One of the most important (and misunderstood) aspects of Sealmatic’s strategy is deliberate margin sacrifice in OEM and
project business.

Management is explicit:

“We have to subsidize our sales to OEMs for
gaining market shares with the end users.”

Why would a company do that?
Because mechanical seals follow a razor and blade model, but stretched over decades.

The Logic Works Like This:

1.Win the OEM/project order (often at lower margins)

2.Get installed inside critical rotating equipment

3.Equipment runs for years in harsh environments

4.Replacement, servicing, and spares kick in at much higher margins
5.Relationship compounds, not resets

This is not theoretical. It is already visible in Sealmatic’s numbers and disclosures.
The Middle East Bet: Building an Installed Base, Seal by Seal

The most revealing data point from the Nov 2025 concall:

492 API seals installed across GCC countries
in ~2.5 years
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These are not ordinary seals. These are critical APl 682 seals installed at:
« ADNOC
« KNPC
« PDO
e OQ Across Abu Dhabi, Saudi Arabia, Kuwait, Oman, and Iraq.

Management’s conservative math:

e 492 seals x ~$7,000 = $2.8 million (~%25 crore)
e This is only initial replacement potential
¢ Real annuity builds as installations grow annually
Importantly, these seals were supplied largely via pump OEMSs, reinforcing Sealmatic’'s OEM-led entry strategy.

Timing Reality: Why the Annuity Hasn’t Shown Up Yet

Investors often get impatient here. Management addressed this clearly.

Large oil & gas projects have long commissioning cycles
ADNOC-related commissioning expected end-2026 / early-2027

¢ Replacement revenue expected to start around April 2027

Initial replacement kick-in guided at ~%15 crore, then scaling

This lag is not a problem it is the price of credibility in critical infrastructure.

Abu Dhabi Service Center: A Gatekeeper Investment

Perhaps the most strategically important (but loss-making) initiative today is the Abu Dhabi service center / JV.
Why is it necessary?

Because ADNOC and Middle Eastern national oil companies require:

they . wouldn’t approve me.’
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e Oman
e Kuwait
e Qatar
Potentially Saudi Arabia

This is how global engineering companies scale by embedding locally, not exporting remotely.
Exhibitions: Selling Trust, Not Products
Another reason margins dipped in H1 FY26 was heavy exhibition participation:

e NEFTEGAZ (Russia)

e Pump Symposium (Houston)

¢ Oman Petroleum Show

RoTIC (Dubai)

Defence & Technology Expo (India)

Each exhibition costs ¥35-40 lakh. Seven to eight events were expensed upfront

Management’s mindset:

“No exhibition gives immediate business... itis
long-term penetration.”
This again signals a decade long horizon, not quarter-to-quarter thinking.

Defense, Marine & Nuclear: Where Qualification Is the Moat
Sealmatic’s presence in defense and marine is particularly telling.

¢ Qualified for Indian Navy propeller shaft sealing
¢ Only 3—4 companies globally are approved
¢ Qualified across Mazagon Docks, Goa Shipyard, Cochin Shipyard, GRSE

Unlike oil & gas OEM entry:

e These projects are profitable upfront
» Replacement cycles are long
e Competition is limited

Similarly, in power:

¢ Sealmatic is the only Indian company approved by BHEL for 660 MW and 800 MW projects
¢ Approved set is extremely narrow

These approvals don’t show up immediately in topline but once secured, they lock competitors out for years.

Financials: Reading Between the Lines

H1 Fy26:
e Revenue: ¥53.63 cr (+23% YoY)
e EBITDA margin: ~20% (down from ~23%)
¢ Margin dip driven by:

NEXX
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Management clearly stated H2 margins would be similar signaling that near-term profitability is being consciously traded for
long-term positioning.

Utilization:

e ~75% overall
¢ Drops when API/project mix increases (more engineering hours)
¢ Not a demand issue a complexity issue

The Installed Base Compounding Flywheel
What Sealmatic is building is not a linear business.

Each year:

e Add 150-200 API seals

e Each seal lives inside critical equipment

» Replacement cycles stack on top of each other

e Service centers monetize proximity

e OEM + end-user trust deepens
This is how a small engineering company becomes an annuity machine.
The Real Investor Lens
Sealmatic should not be evaluated like a typical manufacturing SME.
It is closer to:

A niche industrial SaasS (installed base + recurring revenue)

e Than a volume-driven component supplier
Short-term margins will fluctuate.Capex and operating costs will front-load. Visibility will remain imperfect.
But if management executes:

« Installed base grows

» Middle East service centers scale
o Replacement revenues kick in post-2027




