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Key Highlights — Q3FY24 Important Statistics
> Dealer de-stocking in the first 2 months of the quarter stagnated sales volume SNiftV %’g‘z}g
: o ensex ,
growth to 605k tons leading to a muted (3)% revenue growth of I4.2bn. M.CAP (% bn) ~390.00
> New high-margin products continued to gain traction and aided the 380+bps 52 Week H/L (%) 1800/1047
EBITDAM . NSE Code APLAPOLLO
izl BSE Code 533758
>  First 100k ton phase of the 300k tons Dubai plant is online, driving future export Bloomberg Code APAT:IN
volumes; remaining two-third likely to come online in 6 months.
. o . . . Shareholding Pattern (%) Dec’23
»  Raipur plant commissioned the production of APL’s fourth industry-first product — Promoter 20.57
‘thicker coated sheets’. FII 29.25
DII 13.76
Public 27.42
Sales volume Financials 2
Za) %’
The first 2 months of_ the qugrter witnessed r_elatively r_\igher steel prices in the _domesti_c Particulars FY22 FY23 FY24E FY25E FY26E
mz?r:et yersui t_he _mte:jnatltonlal marketth prrlfe; Iead_lng (’;o dfalers de-stocking their E—— 13,063 16,166 18,070 23,630 26460 :
existing inventories in order to leverage the higher price advantage. EBITDA 945 1,022 1,180 1,774 2,039 J'g_
These de-stocking measures proved counter-intuitive for APL Apollo since volume sales % Margin 7% 6% 65% 7.5% 7.7% 5_"
were significantly diminished. However, with prices correcting in December, they were  PAT 619 642 718 1,165 1,327 o
able to gain some ground in volumes, thereby reaching a volume of 605k tons for the EPS 223 231 259 420 478 c
quarter, similar to last year’s Q3 volume of 604k tons, but significantly lower than Q2-  RoE (%) 25% 21% 21% 28%  26% $
24's volume of 675k tons. RoCE (%) 28% 23% 23% 30% 30% ’
FY24 FY23  y-o-y FY24 FY24 FY24 FY23 FY23 Fy23 P/BV( I sl =",
e (T EV/ EBITDA (x)  40x 38 _ 33x _ 22 19% (@]
Tons) 1,941 1,630 19% 604 675 662 605 602 423 Ssoyrce: Company, Way2Wealth Research E.
(8]
Heavy Structures 158 121 31% 62 51 45 46 41 33 b
Super Heavy 16 - N/A 7 5 4 - - Relative Performance o
Light Structures 319 263 2% 95 113 111 9% 109 59  Return(%) 1Yr 3Yr 5Yr 2
Gen. Prod;.lcts 832 705 18% 249 301 282 264 276 165 APLAPOLLO 14.5% 197.2% 1,129.4% w
e e 38 404 8% 124 144 170 125 137 141 Nifty50  213%  452%  103.7% b5
A SR o SENSEX 17.2%  39.3%  101% o}
Agri/ Industrial 78 72 8% 30 29 19 28 27 18 f_-.r
Coated Products 98 65 51% 36 32 30 46 12 7  Source: Company, Way2Weaith <
(0]

Source: Company, Way2Wealth Research

Capacity Ramp Up

Commissioning of one-third of the Dubai plant in December will be a major boon for | phananjay Kansara
APL’s export volumes. The new plant enables direct sales to APL’s international clients
at globally competitive prices. With the remaining two-third of the 300k ton capacity
poised to come online over the next two quarters, APL will continue to incur capex before
it can leverage the full potential of the plant. Given the leverage that the plant enables
for APL in terms of feeder prices and geo-location, we believe that the plant will become
a key component in driving incremental sales, hereon.

dhananjay.k@way2wealth.com
Ph: 022 — 4019 2911

On the domestic front, APL commissioned the production of its fourth first-to-
manufacture product — ‘thicker coated sheets’ - from its new Raipur plant.
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The other three products - *heavy structural tubes’ (50% utilization), ‘super light tubes’
(30% utilization) and ‘roofing sheets’ (70% utilization) — continue to witness strong
traction driving APL’s scale, offerings and profit margins simultaneously.

At this rate, APL’s production capacity currently stands at 4mn tons or 80% of its planned
FY-26 capacity. With the new East India plant to be commissioned soon along with the
de-bottlenecking at legacy plants and the commissioning of the residual part of the Dubai
plant — we believe that APL should reach its targeted 5mn ton capacity well in time.

Capacity Expansion Plan (mn. Tons)
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Cap-Ex Commitments to Continue

APL continues to fund its expansion projects through internal accruals — incurring ¥1.5bn
in the current quarter and a cumulative ¥5bn in the 9mo-24. For the quarter to come,
APL has already envisaged a cap-ex commitment of ¥1.5bn, closing the year FY-24E with
a cumulative cap-ex quantum of ~%6.5bn. The implementation of the residual two-third
Dubai plant and de-bottlenecking of legacy plants will continue to require significant and
continued cap-ex commitments in the near future as well.

Future Outlook

In spite of a weak quarter, APL was able to generate a sales volume of 605k bringing
the fiscal YTD volume to 1,941k. We estimate that in Q4, APL will be able to generate a
similar performance at least while the previously guided full year FY-24E sales volume
of ~2,800k will require APL to fire on all engines supplemented by favourable tailwinds.
However, for FY25E/FY26E, the management is confident that with the new production
facilities online coupled with a strong positive macro-environment, APL will be able to
achieve its guided sales volume of 4,000k / 5,000k tons respectively.

9A1}D3dS19d YILNY V - 9snoYyiysi1 MM

Sales Volume (Mn. Tons)
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Risks

Volatility in commodity prices will continue to play a key role in the supply chain. Since
APL's new Dubai plant procures steel at global rates, the company has, in a way, limited
the price arbitrage between global and domestic prices for export sales. However,
supplies, in the domestic market, remain exposed to the differential pricing and a key
watch out going ahead.

At the CMP, APL Apollo continues to trade at a significant premium to its peers. On a
forward looking basis, the stock currently trades at a P/E (FY-25E) of 33x and a P/E (FY-
26E) of 29x which we believe is fairly priced given APL’s business outlook and guidance
and any strong up move from here will only be on the back of sustained outperformance

in the business.

APL Apollo Tubes 380 11.6 50.0 2.14 24%
JSW Steel 1,968 2.6 18.2 1.12 19%
Tata Steel 1,722 1.9 89.0 0.74 15%

Jindal Steel 752 1.8 135 15 8%
SAIL 502 0.9 14.9 0.47 11%
Jindal Stainless 477 3.6 16.9 1.23 22%
Shyam Metalics 188 2.1 17.6 1.45 23%
Jindal Saw 157 1.8 11.2 0.76 6%
Surya Roshni 69 3.5 18.2 0.88 14%
Jayaswal Neco 58 2.6 27.0 0.96 0%
Prakash Industries 32 1 10.2 0.85 8%
Mukand 24 2.7 12.1  0.46 -43%

Industry Avg. 26 17.0

Source: Company, Way2Wealth Research

View

With the Raipur plant witnessing a blended utilization rate of 50% and the new products
witnessing continued strong traction, the management is confident of generating strong
incremental sales for these products. Fundamentally, APL is poised to witness strong
growth but it will require consistent macro-economic tailwinds to achieve its ambitious
targets. Volatility in feeder prices and dealer de-stocking remains a key headwind. At the
current level, APL’s stock is trading at a trailing 50x P/E (9mo-24), significantly higher
than its peers. At 33x P/E (FY-25E) and 29x P/E (FY-26E), we believe that the stock is
fully priced in with limited upside. We thus recommend a HOLD on the stock.
Those looking to move to greener pastures can begin partial profit booking as
well.
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Way2Wealth Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200008705.

Research Registered Office: Rukmini Towers, 3*& 4% Floor, # 3/1, Platform Road, Sheshadripuram, Bangalore - 560 020,
Website: www.way2wealth.com Email: research@ realth.comWay2wealth Research is also available on Bloomberg WTWL<GO>



mailto:research@way2wealth.com
https://www.way2wealth.com/

Light_House Update

APL Apollo Tubes Ltd.

W WAY2WEALTH Sector — Steel Tubes

Research Desk <»ml

.
® L
15% February 2024 31,388.55/- View — Hold
Financials
(ZCr)
Particulars 9MFY24 9MFY23 IMFy24 Q3FY24 Q2FY24 Q1FY24 Q3FY23 Q2FY23 Q1FY23 Q3FY24  Q3FY24
y-0-y y-0-y q-o-q
Revenue 13,353 11,735 14% 4,178 4,630 4,545 4,327 3,969 3,439 -3% -10%
Material Cost 11,485 10,236 12% 3,585 3,978 3,921 3,769 3,475 2,992 -5% -10%
Employees exp 188 147 28% 64 63 60 55 47 45 16% 3%
Op-Exp 12,441 11,036 13% 3,898 4,305 4,238 4,054 3,737 3,245 -4% -9%
EBITDA 912 699 31% 280 325 307 273 232 194 2% -14%
% Margin 7% 6% 15% 6.691% 7% 7%  6.306% 6% 5.64% 6% -5%
Depreciation 129 92 41% 47 41 41 35 28 29 36% 14%
EBIT 782 607 29% 232 284 266 238 204 165 -2% -18%
% Margin 6% 5% 13% 6% 6% 6% 6% 5% 5% 1% -9%
EBT 756 594 27% 219 277 261 229 202 163 -4% -21%
PAT 562 440 28% 166 203 194 169 150 121 -2% -18% 2
% Margin 4% 4% 12% 4% 4% 4.26% 4% 4% 3.51% 1% -10% N
EPS - Adjusted 20.3 15.9 28% 6.0 7.3 7.0 6.1 5.4 4.4 -2% -18% 2
o
Particulars FY21 FY22 FY23 FY-24E FY-25E FY-26E ,-Q“
Revenue 8,500 13,063 16,166 18,070 23,630 26,460 2
Material Cost 7,165 11,223 14,018 15,450 20,156 22,491 -5
Employees exp 130 153 206 240 300 330 (@)
Op. Expenses 7,821 12,118 15,144 16,890 21,856 24,421 c
EBITDA 679 945 1,022 1,180 1,774 2,039 $
% Margin 8% 7% 6% 6.5% 7.5% 7.7% 1
Depreciation 103 109 138 180 220 250 >
EBIT 576 836 883 1,000 1,554 1,789
Other Income 36 41 47 80 100 90 o
Finance Cost 66 44 67 110 100 110 E,
EBT 546 832 863 970 1,554 1,769 (@]
Tax Expense / (Credit) 138 213 221 252 388 442 ~
PAT 408 619 642 718 1,165 1,327 U
% Margin 5% 5% 4% 4% 5% 5% 2
EPS - Adjusted 14.7 22.3 23.1 25.9 42.0 47.8 (7]
Net Worth 1,695 2,453 3,006 3,472 4,230 5,092 8
Total Borrowings 520 581 873 900 880 880 N
Total Capital Employed 2,215 3,033 3,879 4,372 5,110 5,972 (=
ROE (%) 24% 25% 21% 21% 28% 26% <
RoCE (%) 26% 28% 23% 23% 30% 30% Y
P/E 93x 61x 59 53x 33x 29x
P/B 22x 15x 13x 11x 9x 7X
EV/EBITDA 56x 40x 38x 33x 22x 19x

Source: Company, Way2wealth Research
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Disclaimer

Analyst Certification: |, Dhananjay Kansara, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of
the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s), principally
responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth Brokers Private Limited,
hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.

It is confirmed that Dhananjay Kansara, the author of this report has not received any compensation from the companies mentioned in the report in the preceding
12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business. Neither Way2Wealth
nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including
lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Way2Wealth is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for every individual and are solely
for the informational purposes of the readers. This material does not take into account the specific objectives, financial situation or needs of an individual/s or a
Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients as
customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable in the relevant
jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or implied
of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose, accuracy,
timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any of its affiliates
or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in
this report. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including,
but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility
of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to significant
risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not limited to the
risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an economic slowdown;
downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and diplomatic developments; change
in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or
sell any security or instrument or to participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any means
or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any information
provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons involved in the preparation
or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the securities related to the information contained
in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement
of the views expressed in the report.

Disclosure of Interest Statement: APL Apollo Tubes Ltd. as on February 15, 2024
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Name of the Security APL Apollo Tubes Ltd.
Name of the analyst Dhananjay Kansara
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

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.
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