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Highlights Important Statistics
Quarterly Net Profit crossed the ¥2bn+ mark growing 19% QoQ and 14% YoY. M.CAP (% bn) ~Z305
Quarterly EBITDA / Ton increased 10% QoQ to ¥4,970 as sales of high value 52 Week H/L () 1,337.90/816.50
products rose. NSE Code APLAPOLLO
BSE Code 533758

>  APL to expand its footprint in the international market — key to doubling sales

roume over fhenext 3 years _Shareholding Pattern (%)  Mar23

>  Push sales strategy increased sales volume in the latter half of the year; FY-23 Promoter 31.15
EBITDA crossed the I10bn mark, while margin contraction narrowing to 92bps. FII 25.72
>  Timeline to develop 2 new production plants — Dubai and East India — remains DIl 11.08
intact with initial operations to begin in 12-18 months. Public 32.05

»  With the Raipur plant becoming operational, cap-ex intensity has decreased and
near-term capacity expansion projects can be developed via internal funding.

Overview

>  With demand for steel tubes continuing to improve in the quarter, APL Apollo
tubes delivered a good set of results driven by its highest ever sales volume of
6.5L tons. Revenue for the quarter thus continued its upward trajectory
crossing the ¥44bn mark.

»  Operational commencement of the new Raipur plant, which produces the high
value Super Heavy structure products along with colour coated products and
roofing solutions, drove up the EBITDA / ton to the ¥4,970 mark.

»  FY-23 results were dismal YoY as the beginning of the year witnessed a severe
meltdown in steel prices from ~%75,000/ton to ~%55,000. The aggressive push
sales strategy applied by APL Apollo in the latter quarters of FY-23 to de-stock
channel inventory lead to the revenue jumping 24% YoY to I161bn.
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Aggressive Sales Strategy to Drive Volume in New Key Markets

»  APL plans to double its sales volume from the current 2.3mn tons to over
4.5mn tons over the next 2.5-3 years, primarily by expanding its sales in the
international market.

»  Currently, exports form ~3% (~60,000 tons) of the overall sales volume. APL’s
longstanding history and expertise in the steel tubes domain supported by the
upcoming production plant in Dubai — where it intends to source feedstock at
an economical rate — will be the primary drivers in its endeavour to crack the
global steel market and increase ex-India sales by 3-4x.

» On the domestic front, APL has undertaken an aggressive market creation
strategy for all its products — high dia tubes, color-coated products, building
solutions — through influencers and by pushing products to distributors. APL’s
success in creating a strong market for its new products will be crucial to its
trajectory of achieving a 4.5mn+ ton sales volume in FY-26E (2.8-3mn tons in
FY-24E, 3.8-4mn tons in FY-25E).

»  The new Raipur plant continues to play a key role in expanding the company’s
high-value product offerings — APL introduced the new thicker and premium
500 dia square tubes, colour-coated products for roofing and wall cladding, and
is foraying into 1000 dia square tubes. Thus, aiming to elevate blended EBITDA
/ ton to ~%5,400-5,600 in the coming fiscal.

VOLUME (MN. TONS)

45-5
3.8 %.
2.8-3 ¢
23 e
1.8 ./
./
FY-22 FY-23 FY-24E FY-25E FY-26E

Source: Company, Way2Wealth Research

9A1303ds.19d }ILNQ V - 9sNoyiyst] MIM

Expansion of Production Capacity

»  With the 1mn ton Raipur plant becoming operational, APL Apollo’s current
production capacity stands at 3.6mn tons and the stress on incremental cash
flows reduces significantly thereby strengthening the firm’s balance sheet. At
30% utilization in Q4-23, the Raipur plant produced 73,000 tons, short of the 1
lakh target envisaged in Q3-23 owing to the pending commission of one large
machine in the plant. 80% of the year’s ¥8.4bn cap-ex was dedicated towards
completion of the Raipur plant leading to Net Debt increasing 20% to 32.4bn.

»  The upcoming 0.3mn ton Dubai plant is pivotal in APL's 3-4x export growth
strategy — from 60,000 tons to 200,000+ tons as the cheaper raw material
supported by the area’s economic infrastructure, logistics and personnel cost
provides the advantage APL needs when competing with other economic global
players, such as Chinese and Turkish producers.
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> To ensure that the company has sufficient resources to support the planned
sales strategy, APL will also be de-bottlenecking its processes at its legacy and
Raipur plants, expanding capacity by another 0.8mn tons.

»  The development of the 2 new plants — Dubai and East India — will be funded
entirely through internal accruals and APL envisages initial operations to
commence in the next 15-18 months.

»  Overall, APL Apollo plans to increase capacity to ~5mn tons over the next 18
months, with an estimated cap-ex of ¥5-6bn, funded entirely via internal

accruals.
Capacity Expansion Plan (in MT)
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Industry Landscape

With large and regional players ramping up their steel tubes capacity, APL Apollo will
continue to face strong competition from domestic players.

The large use case for tubes - railways, airports, the high-speed bullet train project,
water-storage and roadways — supported by an equally large infrastructure outlay
will, however, provide sufficient opportunity for nearly all producers.

Risks

» The low barriers to entry and the homogeneity of the steel pipes / tubes
products translates to a highly competitive market — from small, unorganized
players to large industrial behemoths.

»  The success of the market creation initiative for APL's new 500/1,000 dia tubes,
colour coated products and roofing solutions will be critical in shifting the sales
mix towards these high-value products and keeping profitability growth on the
intended slope.

»  APL's endeavour to ramp up exports will need to be assessed through a long
term lens as the initial months will likely witness strong headwinds from
established global players. With the ambitious production capacity ramp up
likely to consuming a significant chunk of APL’s cash flow, APL will have to
continue to fire on all engines to keep its free cash flow in the black.
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View

An aggressive push sales strategy, commissioning of the Raipur plant and the launch
of new high-value products saw APL Apollo end FY-23 on a high note in spite of the
crash in steel prices witnessed in the beginning of the year. The coming year will be
significant for the company as it pushes itself to the next level on both — volume and
margin front. The push into the export market will drive incremental volumes while
high value products becoming a larger part of the sales mix will elevate profitability.
We remain cautiously optimistic in APL’s ability to navigate itself in international
waters, but believe that APL’s established history and significant brand value in the
domestic market will help drive sales for the new products. We continue to
recommend a BUY rating on the stock.
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Financials

EBITDA / Ton (%)
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Volume (‘000 Tons) 2,280 1,755 30% 650 605 7% 552 18% (_5'
Revenue 16,166 13,063 24% 4,431 4,327 2% 4,215 5% ~
Material Cost 14,018 11,223 25% 3,782 3,769 0% 3,683 3% U
Employees exp 206 153 35% 59 55 7% 41 45% 2
Total Op-Ex 15,144 12,118 25% 4,108 4,054 1% 3,949 4% v
EBITDA 1,022 945 8% 323 273 18% 266 21% g
% Margin 6% 7% -13% 7% 6% 16% 6% 15% 0
EBITDA / Ton (?) 4,481 5,386 -17% 4,970 4,510 10% 4,823 3% ct
EBIT 883 836 6% 276 238 16% 238 16% <
Other Income 47 41 16% 18 9 93% 11 63% ®
Interest Expense 67 44 51% 25 19 34% 10 147%
EBT 863 832 4% 269 229 18% 239 13%
PAT (Reported) 642 619 4% 202 169 19% 177 14%
EPS 23.1 22.3 4% 7.3 6.1 19% 6.4 14%
RoE 21% 25% -15% 27% N/A N/A 29% -7%
ROCE 24% 29% -17% 30% N/A N/A 33% -8%
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Disclaimer

Analyst Certification: I, 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.

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 May 19, 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 lAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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