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Key Highlights — Q1FY24 Important Statistics
»  Reduction in Raw material prices during the quarter caused channel de-stocking M.CAP (% bn) ~%436
and an artificial demand crunch leading to lower realization. 52 Week H/L ) 1600.00/941.00
>  Confident of recouping Q1FY24's lower realization in the remaining quarters as NSE Code APLAPOLLO
prices have already begun normalizing. Also, the high margin products from the BSE Code 533758
new Raipur plant continue generating strong demand.
»  Construction of the 0.2mn ton East India plant has been pushed to FY25 due to Shareholding Pattern (%) Jun’23
land acquisition delays. The new Raipur plant is estimated to come fully online Promoter 30.62
this quarter, as work on the final galvanization line concludes. The remaining FII 25.07
capacity expansion endeavour to 5mn tons remains on track. DII 12.73
»  Large opportunity coming from the railway modernization plan will be an Public 31.58
impetus to growth in the near and long term future.
Volatility in Input Cost lead to channel de-stocking Particulars (% Cr) FY20 FY21 FY22 S
Revenue 7,723 8,500 13,063 2
The quarter witnessed a 5-10% reduction in global steel prices, which resulted in a Eg};;ﬁ,, (%) 42‘,2 6;,; 9;,2 —
substantial amount of de-stocking in the market. This generated a strong headwind  pAT 256 408 619 s
on margins for APL Apollo, thereby contracting margins at the EBITDA level in this = EPS 9.2 14.7 22.3 ’g_
quarter. EBITDA / ton contracted to %4,645 vs. 34,970 Q-o-q. However, this short ~ ROE (%) 19% 24% 25% =1
) ) ! ROCE (%) 18% 26% 28%
term phenomenon has played out completely in Q1-24 with profitability already  p/g (x) 171.2 107.5 70.8 g
returning as early as July 2023 strengthening the belief in its ability to achieve an  P/BV (x) 323 25.9 17.9 c
EBITDA level of ¥~5,000/ton for this year and T ~6,000/ton for FY-25. EV/ EBITDA (X) 89 65 47 )
c 386 EBITDA / Ton () ®
y : ~ - 1
4,481 4,587 4,510 4,970 4,645 Particulars (% Cr) FY23 FY-24E FY-25E >
3,850 Revenue 16,166 20,300 26,130
EBITDA 1,022 1,452 2,008 o
EBITDAM (%) 6% 7.2% 7.7% -
PAT 642 897 1,314 =,
EPS 23.1 32.3 47.4 (g)
ROE (%) 21% 25% 30% A
RoCE (%) 23% 27% 33% -
FY-22  FY-23 Q1-23 Q2-23 Q3-23 Q4-23 Q1-24 P/E (X) 68.3 48.9 33.3 (1))
P/BV (x) 14.6 12.2 9.9 -
EV/ EBITDA (x) 43 31 27 (%]
Source: Company, Way2Wealth Research (o]
Source: Company, Way2Wealth Research 0D
With 662,000 tons of products being sold during the quarter, the company is on track .‘?..
to achieve its ~2.8 — 3mn ton sales target for FY-24. The strong volume growth for 2'
the quarter came on the back of strong demand for its legacy General Products (0]

supported by increasing adoption of its newer, high-margin products. Q2FY24 is
slated to witness a further growth in sales volume of ~700,000 tons, while H2-FY24
is likely to witness sales of ~1.5 — 1.6 mn tons of sales volume.
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Net Impact on Profitability

This 57% Y-o-Y growth in volume during Q1-FY24 resulted in a 32% Y-o-Y Revenue
growth to ¥45bn, while the strong headwinds from the channel de-stocking
contracted the quarter's EBITDA margin by 53bps Q-0-Q to 6.7% (%3.07bn vs.
%3.23bn Q-0-Q). Net Profit margins contracted a mere 29bps Q-0-q to 4.3% (31.94bn
vs. 32bn Q-0-Q), cushioned by improved non-operating income.

Revenue 4,545 4,431 3,439 16,166 13,063
EBITDA 307 323 194 1,022 945
% Margin 6.76% 7.29% 5.64% 6.32% 7.24%
Net Profit 194 202 121 642 619
% Margin 4.26% 4.55% 3.51% 3.97% 4.74%

Source: Company, Way2Wealth Research

Capacity Expansion Plan on Track

Excluding the East India 200,000 ton capacity plant, whose operational date has
been delayed to latter part of FY-25E owing to land acquisition delays, the group’s
capacity expansion plan to 5mn tons from the current 3.6mn tons remains largely on
track and will likely commence operations by the end of FY-24. This includes the
300,000 ton Dubai plant, 600,000 ton brownfield expansion at legacy plants and a
300,000 ton expansion at the new Raipur plant.

Capacity Expansion Plan (mn. Tons)
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Source: Company, Way2Wealth Research

The company re-iterated its cap-ex guidance of ¥5-6bn for the same, with ¥1.8bn
spent in Q1-FY24 and %3-3.2bn intended for the rest of the year. The East India
plant will incur a gross cap-ex of %0.5bn spread across the years.

New Raipur Plant to Elevate Growth in the Immediate to Short Term

Utilization of the new 1mn ton Raipur plant continues to increase with Q1-FY24
utilization levels increasing to 30% (75,000 tons). Subsequent quarters of this year
will witness staggered increase in utilization to 100,000, 120,000 and 150,000 in Q2,
Q3 and Q4 respectively. Over the coming years, utilization is poised to increase to
250,000 per quarter.
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We expect a large part of this ramp up to come from the 400,000 ton narrow thicket
section, which is scheduled to commence operation by the end of Q2-FY24 — once
work on its final galvanization line is complete. The new line will allow APL to
produce a niche, industry-first line of thicker (up to 4mm), colour coated sheets.
Currently, 1.2mm is the maximum level of thickness available for colour coated
sheets. The new line of colour coated sheets will help fill a large void as witnessed by
APL during their pilot test runs last year. The estimated EBITDA / ton of the products
from the new Raipur plant is pegged in the ¥6,000-7,000 range, thereby providing a
major fillip to APL's profitability.

Volume (‘000 Tons) 662 650 2% 423 57%
Heavy Structures 5 3 15% 33 36%
Super Heavy 4 2 100% = N/A
Light Structures 111 108 3% 59 88%
Gen. Products 282 299 (6)% 165 71%
Rust-proof Structures, Sheets 170 163 4% 141 21%
Agri/ Industrial 19 27 (30)% 18 6%
Coated Products 30 10 200% 7 329%

Source: Company, Way2Wealth Research

Long Runway for Growth from Railways and Real Estate

Over the next 3 years, APL is confident of doubling its annual sales volume to ~5mn
tons. In addition to the growing number of construction and modernization of real
estate — the management is seeing a strong growth opportunity in the railway’s
modernization plans — which look to modernize over 1,500 stations. Each of these
stations can require anywhere between 500-3,000 tons of steel, if not more. Larger
stations, such as New Delhi, can create an opportunity of as much as 20,000-30,000
tons of steel per station. The modernized stations are poised to have a multi-storey
structure with the railway platforms on the ground floor, along with an additional
concourse structure on the upper floors, which will house office / retail complexes,
and/or food courts. Multiple FOBs (foot-over-bridges) will also be constructed
connecting the various structures. APL's upcoming plant in Dubai will be used to
ramp up its international sales by 4-5x in the coming years.

Sales Volume (Mn. Tons)
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View

With the global de-stocking phenomenon playing out completely in the first three
months of the fiscal, we are confident of witnessing better numbers in the remaining
quarters, which will more than make up the profit shortfall witnessed in Q1-FY24.
Increasing sales volume of the high-margin products is a testament of market
acceptance and APL’s ability to successfully fill a void in market demand. With the
capacity ramp up remaining largely on schedule and within stress limits, we believe
that APL will be in a good position to capture the large upcoming opportunities from
the railway infrastructure side. The management’s detailed road-map coupled
with its demonstrated ability towards increasing sales and profitability re-
instate our belief in the stock and the strong bottom-line growth for FY-
24E and FY-25E. We therefore continue recommending a BUY on the stock.

9AlI9dsIad YIINQ V - SsNoYlyst] MM

Way2Wealth Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200008705.

Research Registered Office: Rukmini Towers, 3'& 4t Floor, # 3/1, Platform Road, Sheshadripuram, Bangalore - 560 020,
Website: www.way?2 h.com Email: researchc 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

¢ 16™ August 2023 1,575.40/- View — Buy ¢
Financials
Cr)

(ZCr) Q1FY24  Q4FY23 Q-0-Q Q1FY23  Y-0-Y FY23 FY22  Y-o0-Y

Revenue 4,545 4,431 3% 3,439 32% 16,166 13,063 24%

Material Cost 3,921 3,782 4% 2,992 31% 14,018 11,223 25%

Gross Profit 624 649 (4)% 447 40% 2,148 1,840 17%

% Margin 14% 15% (6)% 13% 6% 13% 14% (6)%

Employees exp 60 59 2% 45 36% 206 153 35%

Total Op-Ex 4,238 4,108 3% 3,245 31% 15,144 12,118 25%

EBITDA 307 323 (5)% 194 58% 1,022 945 8%

% Margin 6.76% 7.29% ()% 5.64% 20%  6.32%  7.24%  (13)%

EBITDA / Ton (3) 4,645 4,970 (7)% 4587 1% 4,481 5386  (17)%

EBIT 266 276 (4% 165 62% 883 836 6%

Other Income 22 18 21% 8 160% 47 41 16%

Finance Cost 27 25 9% 10 172% 67 44 51% 2
EBT 261 269 (3)% 163 60% 863 832 4% N
PAT 194 202 (4% 121 60% 642 619 4% 2
% Margin 4.26% 4.55% (6)% 3.51% 21%  3.97%  4.74%  (16)% -
EPS 7.0 7.3 (4)% 4.4 60% 23.1 22.3 4% o)

=

Particulars FY21 FY22 FY23 FY24E FY25E g
Revenue 8,500 13,063 16,166 20,300 26,130 c
Material Cost 7,165 11,223 14,018 17,458 22,602 g
Gross Profit 1,335 1,840 2,148 2,842 3,528 .
% Margin 16% 14% 13% 14% 14%

Employees exp 130 153 206 240 320 >
Total Op-ex 7,821 12,118 15,144 18,848 24,122 o
EBITDA 679 945 1,022 1,452 2,008 c.
% Margin 8% 7% 6% 7.2% 7.7% ()]
EBIT 576 836 883 1,232 1,758 N
EBT 546 832 863 1,212 1,753 ;E
PAT 408 619 642 897 1,314 -
% Margin 5% 5% 4% 4% 5% 8
EPS 14.7 22.3 23.1 32.3 47.4 0
Net Worth 1,695 2,453 3,006 3,589 4,443 QI_
Borrowings 520 581 873 900 880 2"
Net Capital Employed 2,215 3,033 3,879 4,489 5,323 ()
ROE (%) 24% 25% 21% 25% 30%

ROCE (%) 26% 28% 23% 27% 33%

Source: Company, Way2wealth Research
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Disclaimer

Analyst Certification: |, Ashwini Sonawane, 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 Ashwini Sonawane, 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.
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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 August 16, 2023
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Name of the Security APL Apollo Tubes Ltd.
Name of the analyst Ashwini Sonawane
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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