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Q3FY23 Result Update Summary Important Statistics
»  De-bottlenecking at legacy plants to improve utilization M.CAP (% bn) ~3299.87
>  Capacity to expand in FY-24E as new plants go online 52 Week H/L () 1,338/771
NSE Code APLAPOLLO
»  Cash Flows to improve as Raipur Plant becomes fully operational BSE Code 533758
»  New Super value added products launched which will drive realization
» Infra push at the macro level to keep orders elevated for foreseeable future

Quarterly revenue increased 34 % YoY to 343.2bn, owing to a 50% YoY growth in _

volume as stabilization in global steel prices has led to a reduction in destocking by
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channel partners. Additionally, with the new Raipur complex becoming operational in FIT 2431
the quarter, blended EBITDA / ton rose 17% QoQ to 4,510, but was 10% lower on DII 10' 4
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> De-bottlenecking of Current Capacity — APL Apollo continued to test its
max capacity, and had a volume of over 0.22mn tons per month in the quarter
gone by. Thus, it is now looking to de-bottleneck its processes, which will allow
it to expand its production volume till the time the new plants come online.

> New Plants to Open in FY-24E — APL Apollo’s capacity expansion target
includes the opening of 2 new plants in Dubai and Kolkata, which will have an
operational capacity of 0.2mn tons and 0.3mn tons respectively. The Dubai
plant is expected to become operational around mid-FY24E while the Kolkata
plant will be operational only in Q4-24E.
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The company will exit FY-24E with a capacity of 4mn+ tons, but we will likely
see the full effect of the capacity expansion take place in FY-25E.

>  Raipur Plant Complex becomes Fully Operational — With all 3 complexes
of the Raipur plant being complete and fully operational, the pressure on APL
Apollo’s cash flow shall reduce significantly.

The plant has a total capacity of 1.2 million tons — all of which became
operational in the quarter gone by. Latest month’s utilization stood at 30% with
an EBITDA / ton of %3,000. However, as utilization of the plant continues is
ramped up, we can expect fixed cost leverage to kick in, boosting profitability.
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2/3rd of the plant’s capacity will be towards producing tubes ranging from
10mm*10mm to 1,000mm*1,000mm with a thickness ranging from 0.23 to
0.40mm.

The remaining 1/3rd of the capacity will be used for producing roofing sheets
and solar sheets.

In Q4-23E, the plant is expected to generate 1 lakh ton of the company’s
targeted volume. In FY-24E, the Raipur plant’s average quarterly targeted
volume is expected to increase by ~50%, reducing the capacity burden on the
legacy plants.
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> Free Cash to Improve Going Ahead — During the year, the company had
generated T6bn in Operating Cash Flow. On the flipside, it spent ¥5bn in Cap-ex
and ¥1bn in Dividend payments thus causing the Free Cash Flow number to slip
into negative territory.

The Raipur complex becoming fully operational is a double bonanza for the
company’s Cash Flow as it will no longer be as cap-ex intensive and will also
boost the company’s production volume and profits.

While the 2 new plants of Dubai and Kolkata and the de-bottlenecking exercise
at the legacy plants will require an additional cap-ex of ¥4bn, the management
is confident that it will be able to get its Free Cash Flow in the black and
subsequently reduce debt.
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Net Debt Position (Y Cr)
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> Super Value Added Products — APL Apollo plans to launch 2 new super
value added products.

The first is a 500 square dia, which will be housed under their Heavy Structural
segment. APL is a pioneer in this product with its Raipur plant being the first
ever plant in India to manufacture 500 square dia., thus allowing the company
to sell this product at a premium over the regular 300 sq dia tubes.

The second product is in the company’s Apollo Z segment — which currently
consists of pre-galvanized, zinc-coated tubes. The company is launching new
products which will consist of a combination of zinc and aluminium - called
aluzinc. These aluzinc tubes are a significantly more premium product than
Apollo Z and hence command superior margins.

APL has begun promoting these products aggressively in its stronghold
markets, as the new Raipur complex will allow it to produce both these new
products at scale without hindering the production of legacy products.

Eventually, these super value added products will generate ~5-10% of the
company’s revenue, but drive profitability in a significant way.

Given these products’ monopolistic position, the company believes that it will be
able to monetize them at a significant premium over its regular products - net
realization of ¥70,000-80,000 / ton at an EBITDA margin of 18-20%, thus
generating an EBITDA / ton of ¥15,000-18,000. The monetization of these
products will be vital for the company to achieve its target of a blended EBITDA
/ ton of 5,000+ in FY-24E and %6,000 in FY-25E / FY-26E.

EBITDA / Ton (%)
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> Large Infrastructure to be a Major Impetus — The large outlay allocated
towards infrastructure projects in the nation’s budget is a major impetus for the
company as its tubes are used across various segments such as railways,
airports, the high-speed bullet train project, water-storage and roadways.

Of the 50 railway stations allotted last year for expansion, upgrades and
repairs, APL is already aiding in the infrastructure design of 10-15 station. Each
station’s FOBs, concourse building and overhead canopies can generate ~3,000
tons of demand for APL’s products. A 100 more stations are likely to be allotted
in the coming years.

APL also commands a large market share in the airport infrastructure segment,
as the roofing and ceiling of many of the terminals and other airport
infrastructure developed in the last 5 years at major airports such as Bangalore,
Delhi and Hyderabad are constructed using its products.
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Risks

Even though APL has the largest market share in the steel pipes / tubes industry, the
industry is fraught with low-barriers to entry — pipes are a largely standardized
product and do not require capital-intensive manufacturing processes. It also faces
intense competition from other organized players who are equally equipped to take
on large projects, thus limiting its ability to improve profit margins without providing
value-adds.

View

With destocking coming to an end and commodity prices stabilizing, we believe that
the uptrend in Revenue should continue. Given the company’s strong presence in the
sector, we believe that it will be able to monetize its new super value added products
in the market, thereby driving up realization and margins substantially. With no major
capex needs forthcoming from the Raipur plant, the company is poised to bring its
Free Cash Flow into the black and reduce debt, boosting its profit margins further.
This double bonanza backed by the government’s impetus in infrastructure
— which will drive the micro and macro demand environment — affirms our
BUY rating on APL Apollo.
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Financials
R ——————————— e
Volume (000 Tons) 1,630 1,203 35% 605 403 50% 602 0% 1,755 1,640
Income from Operating (net) 11,735 8,849 33% 4,327 3,230 34% 3,969 9% 13,063 8,500
Material Cost 10,236 7,540 36% 3,769 2,810 34% 3,475 8% 11,223 7,165
Employees exp 147 112 31% 55 39 42% 47 18% 153 130
Total Operating Expenses 11,036 8,169 35% 4,054 3,028 34% 3,737 8% 12,118 7,821
EBITDA 699 679 3% 273 202 35% 232 18% 945 679
% Margin 6% 8% 22)% 6% 6% 1% 6% 8% 7% 8%
EBITDA / Ton (3) 4,286 5,644 24)% 4510 5023  (10)% 3,850 17% 5,386 4,138
Depreciation 92 81 13% 35 27 27% 28 25% 109 103
Other Income 29 29 -1% 9 8 18% 12 -20% 41 36
Finance Cost 42 34 23% 19 11 71% 14 37% 44 66
EBT 594 593 0% 229 172 33% 202 13% 832 546
PAT 440 442 -1% 169 128 32% 150 13% 619 408
% Margin 4% 5% -25% 4% 1% -1% 4% 3% 5% 5%
EPS 15.9 16.0 -1% 6.1 4.6 32% 5.4 13% 22.3 14.7

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.

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 27, 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.
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