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Raipur: Next growth catalyst

We visited APL Apollo Tubes’ (APL) Raipur plant to gain a more in-depth understanding of the company’s
manufacturing processes, operational preparedness and its differentiating factors for a competitive edge. Key points:
1) Capacity utilisation of its Raipur plant is expected to improve progressively. 2) Narrow flats products line is
undergoing cold commissioning and shall stabilise in Q3FY24. 3) Expect Q4FY24 production rate at 60-70kt/month.
The plant is capable of producing a wide range of differentiated products such as roofing sheets of 1,500mm width
(peers at 1,250mm). Taking cognizance of an imminent ramp-up and optionality of further expansion at Raipur, we
raise our valuation multiple to 40x (earlier 36x), resulting in a revised TP of INR 1,930 (earlier INR 1,740). Maintain ‘BUY".

Capability to produce wide range of differentiated products
APL’s 1.2mtpa Raipur plant is among the largest single-site pipe/tubes facility
in the world. Key points: 1) All the mills are based on Direct Forming
Technology (DFT). 2) Capable of producing 1,500mm thick roofing sheets
(peers at 1,250mm). 3) Heavy section mill (up to 500mm x 500mm) is already
operational and super-heavy section mill (up to 1,000mm x 1,000mm) shall
stabilise in another 7-8 months. 4) Wide range of sections from 8mm x 8mm
x 0.18mm (weighing 700gms) to 1,000mm x 1,000mm x 40mm (weighing
7,000kgs). 5) Variety of sheet products — from wider products (up to 1mm
thickness) to flat products (from 1mm to 3mm thickness). Besides, contingent
on demand, there is sufficient land to expand capacity by another 300ktpa.

Setting sights on 10mtpa capacity in the medium term
Management mentioned that capacity ramp-up at Raipur plant would be a
key enabler for APL to achieve volume growth. Production from the plant is
expected to ramp-up progressively: 100kt in Q2FY24, 150kt in Q3FY24 and
175-180kt in Q4FY24. The exit rate in Q4FY24 is likely at 60-70kt/month,
implying capacity utilisation of 60-70%. Management is targeting brownfield
expansion of 900ktpa (including 300ktpa at Raipur) and greenfield expansion
of 500ktpa to reach a capacity of 5mtpa. Once the sales volume reaches a
sustainable rate of 400kt/month, management would look for the next leg of
expansion to 10mtpa.

Financial Summary

Y/E March (INR mn) FY22A FY23A FY24E FY25E
Net Revenue 1,30,633 161,660 1,98936 253,881
EBITDA 9,453 10,216 13,815 19,242
EBITDA Margin (%) 7.2 6.3 6.9 7.6
Net Profit 6,190 6,419 9,075 13,367
EPS (Rs) 247 232 327 48.2
EPS % Chg YoY (27.1) (6.3) 41.4 473
P/E (x) 66.3 70.8 50.1 34.0
EV/EBITDA (x) 48.2 44.9 328 231
RoCE (%) 246 212 238 27.6
RoE (%) 323 26.4 295 344
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Market Data

Market Cap (INR) 455bn
Market Cap (USD) 5,469mn
Bloomberg Code APAT IN
Reuters Code APLA.BO
52-week Range (INR) 1,806 /988
Free Float (%) 63.0
ADTV-3M (mn) (USD) 16.3
Price Performance (%) 3m 6m 12m

Absolute
Relative to Sensex

239 394 547
0.8 119 169

ESG Disclosure 2021 2022 Change
ESG score 45.0 51.5 6.4
Environment 36.8 46.8 10.1
Social 32.1 41.4 9.3
Governance 66.1 66.1 -

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: Bloomberg, I-sec research

Previous Reports

08-08-2023: Q1FY24 results review
31-05-2023: Q4FY23 results review
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Outlook: Growth levers in place; maintain ‘BUY’

Our visitto APL’s Raipur plant reveals that growth drivers are in place for the company.
Management has launched two new categories: 1) 500mm x 500mm in the heavy
structural segment; and 2) coated products for roofing application. We believe that as
capacity utilisation at the Raipur plantimproves, EBITDA/te is also expected to improve
beyond INR 5,000/te in FY25E (our estimate at INR 5,130/te). Taking cognizance of
robust growth prospects, we raise our P/E multiple to 40x (earlier 36x) FY25E, resulting
in revised TP of INR 1,930 (earlier INR 1,740). Maintain ‘BUY".

Key Risks
¢ Slow than expected ramp-up of Raipur plant
¢ Competitive intensity increasing in the space
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Financial Summary

Profit & Loss
(INR mn, year ending March)

Cashflow statement
(INR mn, year ending March)

FY22A FY23A FY24E FY25E
Net Sales 1,30,633 1,61,660 1,98,936 2,53,881
Operating Expenses 121,181 151,444 185121 2,34,638
EBITDA 9,453 10,216 13,815 19,242
EBITDA Margin (%) 7.2 6.3 6.9 7.6
Depreciation & Amortization 1,090 1,383 1,501 1,618
EBIT 8,363 8,832 12,314 17,624
Interest expenditure 445 671 681 681
Other Non-operating 405 472 573 1,036
Income
Recurring PBT 8,323 8,633 12,206 17,979
Profit / (Loss) from
Associates ) ) . .
Less: Taxes 2,133 2,215 3,131 4,612
PAT 6,190 6,419 9,075 13,367
Less: Minority Interest - - - -
Extraordinaries (Net) - - - -
Net Income (Reported) 6,190 6,419 9,075 13,367
Net Income (Adjusted) 6,190 6,419 9,075 13,367
Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)
FY22A FY23A FY24E FY25E
Total Current Assets 18,274 25,388 35,442 51,340
of which cash & cash eqv. 3,814 3,525 8,818 17,265
Total Current Liabilities & 12129 16372 20013 25366
Provisions
Net Current Assets 6,146 9,015 15,429 25,974
Investments 863 960 960 960
Net Fixed Assets 16,041 23,493 24,492 25,374
ROU Assets - - - -
Capital Work-in-Progress 5,037 3,740 3,740 3,740
Total Intangible Assets - - - -
Other assets 4,309 4,743 4,743 4,743
Deferred Tax assets - - - -
Total Assets 32,396 41,951 49,363 60,790
Liabilities
Borrowings 5,814 8,734 8,734 8,734
Deferred Tax Liability 1,187 1,171 1,171 1,171
provisions - - - -
other Liabilities 754 1,989 1,989 1,989
Equity Share Capital 501 555 555 555
Reserves & Surplus 22,139 29,501 36,914 48,341
Total Net Worth 22,640 30,056 37,469 48,896
Minority Interest 2,000 - - -
Total Liabilities 32,396 41,951 49,363 60,790
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Sep-22 Dec-22  Mar-23 Jun-23
Net Sales 39,692 43,271 44,311 45,449
% growth (YOY) 28.7 34.0 5.1 32.2
EBITDA 2,319 2,729 3,229 3,072
Margin % 5.8 6.3 7.3 6.8
Other Income 116 93 180 217
Extraordinaries - - - -
Adjusted Net Profit 1,502 1,692 2,018 1,936

FY22A FY23A FY24E FY25E
Operating Cashflow 6,517 6,901 9,456 12,887
Working Capital Changes (1,154) (1,475) (1,120) (2,099)
Capital Commitments (5,967) (8,621) (2,500) (2,500)
Free Cashflow 551 (1,720) 6,956 10,387
Other investing cashflow 665 (137) - -
Cashflow from Investing
Activities (5,301) (8,757) (2,500) (2,500)
Issue of Share Capital 70 27 - -
Interest Cost - - - -
Inc (Dec) in Borrowings 603 2,902 - -
Dividend paid - (875) (1,663) (1,940)
Others (413) (608) - -
Cas_h_f!ow from Financing 260 1446 (1.663) (1.940)
Activities
Chg. in Cash & Bank 1,476 (410) 5,203 8,447
balance
Closing cash & balance 1,476 (410) 5,293 8,447

Source Company data, I-Sec research
Key ratios
(Year ending March)

FY22A FY23A FY24E FY25E
Per Share Data (INR)
Reported EPS 247 232 32.7 48.2
Adjusted EPS (Diluted) 247 232 32.7 48.2
Cash EPS 29.1 28.2 38.2 54.1
Dividend per share (DPS) 35 35 4.9 7.3
Book Value per share (BV) 90.5 108.5 135.2 176.4
Dividend Payout (%) 142 15.1 15.1 15.1
Growth (%)
Net Sales 53.7 23.8 23.1 27.6
EBITDA 39.3 8.1 35.2 393
EPS (INR) (27.1) (6.3) 414 47.3
Valuation Ratios (x)
P/E 66.3 70.8 50.1 34.0
P/CEPS 56.4 58.3 43.0 30.3
P/BV 18.1 15.1 12.1 9.3
EV /EBITDA 48.2 44.9 328 23.1
Dividend Yield (%) 0.2 0.2 0.3 0.4
Operating Ratios
Gross Profit Margins (%) 14.1 133 14.6 143
EBITDA Margins (%) 7.2 6.3 6.9 7.6
Effective Tax Rate (%) 25.6 25.7 25.7 25.7
Net Profit Margins (%) 4.7 4.0 4.6 5.3
Net Debt / Equity (x) 0.0 0.1 0.0 (0.2)
Net Debt / EBITDA (x) 0.1 0.4 (0.1) (0.5)
Fixed Asset Turnover (x) 7.0 7.1 7.3 7.9
Inventory Turnover Days 32 43 40 41
Receivables Days 13 4 4 4
Payables Days - - - -
Profitability Ratios
RoCE (%) 246 21.2 238 27.6
RoE (%) 32.3 26.4 295 34.4
RolC (%) 279 247 28.5 357

Source Company data, I-Sec research

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION
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directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated
persons of the ICICI Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the
report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:
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and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
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the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122
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