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Market Cap Rs256bn/US$3.3bn  Year to Mar FY21 FY22E FY23E FY24E 
Reuters/Bloomberg  APLA.BO / APAT IN  Revenue (Rs mn) 84,998 121,841 124,437 150,596 
Shares Outstanding (mn)  249.8   EBITDA(Rs mn) 6,787 9,033 11,616 15,742 
52-week Range (Rs) 1114/327  Net Income (Rs mn) 4,238 5,933 8,086 11,631 
Free Float (%) 63.2  EPS (Rs) 17.0 23.7 32.4 46.6 
FII (%) 25.8  P/E (x) 60.2 43.0 31.6 22.0 
Daily Volume (US$'000)  7,678   CEPS (Rs) 21.1 28.6 37.8 52.1 
Absolute Return 3m (%)            8.27  EV/E (x) 37.7 28.2 21.5 15.3 
Absolute Return 12m (%)           158.9   Dividend Yield - 0.3 0.4 0.6 
Sensex Return 3m (%)             (3.3)  RoCE (%) 26.3 27.6 29.2 29.6 
Sensex Return 12m (%)             22.8   RoE (%) 25.0 26.9 27.8 29.8 

 

 

Equity Research 
December 20, 2021 
BSE Sensex: 57012 
 
ICICI Securities Limited 
is the author and 
distributor of this report 
 

Company update and 
target price increase 
 

 
Target price: Rs1,180 
 
Earnings revision 
(%) FY22E FY23E 
Sales - ↑    5.7 
EBITDA ↓  8.2 ↑    9.1 
EPS ↓  7.3 ↑  13.4 
 

 
Target price revision 
Rs1,180 from Rs1,020 
 
Shareholding pattern 

 
Mar 
’21 

Jun 
’21 

Sep 
’21 

Promoters 37.0 36.8 36.8* 
Institutional  
investors 34.2 35.1 33.7 
  MFs and others 5.4 5.3 4.6 
  FI/Banks 3.9 3.5 3.3 
  FIIs 24.2 25.7 25.8 
Others 28.8 28.1 29.5 

 

Source: CMIE 
* There has been further promoter 
selling of 2.43% on 11th Nov 21.  
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APL Apollo Tubes BUY 
 Maintained 
Business model continues to impress; valuations 
get richer Rs1,022 
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We visited APL Apollo Tubes’ (APL) Murbad, Maharashtra facility and met with 
multiple APL distributors. Murbad was Lloyds steel plant, which APL acquired in 
CY10 for a cash consideration of Rs400mn with a capacity of 90,000te (Link). The 
same has been ramped up to 0.35mtpa over past seven years, with the 
introduction of direct forming technology (DFT) and cold rolling and Galva (GP/GI) 
capacity. We witnessed, firsthand, the increased capacity turns that DFT allows 
(~8 hours of conventional rolling time to ~1hr of DFT rolling, including HR slitting). 
Distributors re-iterated the well-known reasons behind APL gaining ~ 50% share 
in the structural tubes market in India i.e. , i) highest number of SKUs, with fastest 
turnaround and ii) distribution in pipes evolving to cash and carry through upfront 
discounting helping APL’s working capital. Maintain BUY. 
 Acquisition of Lloyds steel’s Murbad plant allowed APL to expand its foothold 

in the west India market. The acquisition also allowed APL (known as Bihar tubes 
back then) to expand capacity from 0.4mtpa to 0.49mtpa. The acquisition took place 
around the same time when the company had entered into a Rs70mn distribution 
deal with Shankara (APL subsequently acquired Taurus Value steel, the steel pipe 
subsidiary of Shankara in CY19). APL sources HRC from JSW Steel’s Dolvi plant. A 
cost effective acquisition, subsequent brownfield investments (extremely cost 
effective) including addition of a DFT mill leading to significantly increased asset 
turns and expanding the SKU range meaningfully – all contributed towards 
expanding the western market while capturing incremental market share. West India 
now contributes ~ 32% of APL’s revenue. (Link) 

 Feedback from distributors. APL derives ~80% of sales from distributors. To 
improve delivery time, the company is creating mother warehouses pan-India, which 
will improve the service time to dealers and distributors. In FY21, APL Apollo 
invested in two warehouses in North (Noida) and East (Raipur) which will service the 
distribution network in these regions. Further, the company has planned one 
warehouse each for the South and West regions, which should be operationalised in 
FY22 and will improve the delivery time to dealers and distributors. In addition, APL 
has strengthened and streamlined the supply chain, which has reduced delivery time 
from 15 days a few years ago to ~ 4 days now. Company aims to achieve a 
benchmark delivery time of 24 hours. Company has reduced its net working capital 
days to ~ 8 days in FY21 from ~25 days in FY20 by shifting to a ‘cash and carry’ 
model. Purchase of DFT in CY16 from an Italian company, Olympia, allowed 
significant improvement in turnaround time vis-à-vis conventional rolling and helped 
expand SKUs meaningfully. All these tenets of the company were confirmed through 
our distributor interactions.  
 

INDIA 

https://m.economictimes.com/industry/indl-goods/svs/steel/apl-apollo-acquires-lloyds-line-pipes-for-rs-40cr/articleshow/6955270.cms?utm_source=email_pwa&utm_medium=social&utm_campaign=socialsharebuttons
http://103.87.40.75:8086/CRMPortal/ResearchDownload.aspx?Pid=qzmCBDHlfXY%3d&Cid=ubrMarXuxi0%3d&fName=LhLHkze09ZNVws%2b1qNma5S9N5C3diwcj&typ=APSSeVhmQ%2b8%3d
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 Management meeting takeaways. Key takeaways were i) ~Rs5,000/te of 
sustainable EBITDA margins has Rs1,000/te sourcing benefit (APL sources HRC 
at a discount being the largest buyer pan-India), Rs500/te on account of operating 
leverage and process benefit gains and Rs1,000/te on account of pricing premium 
due to brand creation, ii) APL is 5 years ahead of competition in creating new 
products and markets. e.g. APL did invest in heavy structural tubes 5 years back 
and is being able to capitalise on the same now; APL also could capture a large 
part of the doorframe market (colour coated) through strategic planning and 
product placement, iii) Out of current 0.45mnte monthly volumes 0.2mnte is 
commodity and 0.25mnte is value added; the difference in prices between HR and 
Rebar has impacted volumes of the commodity segment (- 10%); also, in FY21, 
there have been margin benefits of a) inhouse galvanizing and b) inhouse CR mills 
as the spread of HR and CR and HR to Galvanised (GP and GI) has increased 
significantly – the same is expected to normalise.    

 
APL Apollo Murbad plant visit 

APL Apollo’s plant in Murbad, Maharastra is spread across 95 acres of land of which 
~57% is been utilized. The nameplate capacity of Morbad plant is 350ktpa. The plant 
has a new DFT line as well as two conventional (pipe) rolling lines.  The plant also has 
a pickling and a CR line as well as galvanising (GP/GI) lines. The plant gets HR coils 
of desired thickness and quality from JSW Steel’s Dolvi plant. It sells GP/GI sheets 
(printed) apart from selling structural tubes.  

The presence of DFT significantly reduces turnaround time for structural pipes rolling, 
with the key input parameters being width of the HR sheet being introduced (adjusted 
through slitting). The internal roll pressure change leading to required dimensions is 
automated. Introduction of DFT has allowed significant increase in capacity for the 
APL Murbad plant.   

The DFT mill is capable of making square/rectangle tube of varying dimension in a 
wide range (30x30 to 50x50mm diameter, and is planning to go up to 80x80mm). This 
mill is efficient in terms of production time and cost due to less scrappage and material 
consumption. This division also houses a quality-checking department.    

The second division is for manufacturing various structural tubes using conventional 
rolling mills with a higher turnaround time. These mills require certain dye type to 
produce tubes of certain shape and size. In addition, these mills, first convert the sheet 
into round pipes then into square/rectangle tubes.  

Murbad plant also has a galvanized embossed sheet line, which is high in demand.  
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Maintain BUY 

We maintain BUY with a revised target price of Rs1,180/share. This is based on 25x 
FY24E P/E (unchanged). The stock has seen a massive rerating in the past 18 
months on the back of Tricoat acquisition, repayment of debt and steady 
growth. With an improving RoE and RoCE profile (significantly higher operating 
leverage), higher growth driven by constant efforts towards market creation, and 
steady increase in market share (to reach >60% in the next 3-4 years in our view) – 
we believe that a multiple of 25x FY24E P/E is justified.    

Earnings change  

We have increased our volumes estimates in line with management guidance (for 
FY24E), while reducing the EBITDA/te for FY23E to ~Rs5.000/te.   

Table 1: Earnings change 
  FY23E FY24E 
  New Old % Chg New Old % Chg 
Sales 124,437 124,437 0.0 150,596 142,478 5.7 
EBITDA 11,616 12,659 (8.2) 15,742 14,429 9.1 
PAT 8,086 8,720 (7.3) 11,631 10,253 13.4 
Volumes (kte) 2340 2340 0.0 3,200 2,900 10.3 
EBITDA/te (Rs) 4,964 5,410 (8.2) 4,919 4,980 (1.2) 

Source: Company data, I-Sec research 
 

Key risks 

Key risks to our earnings and margin assumptions are: falling steel prices and 
normalising spreads. We believe the management’s assessment that drive towards 
value-addition would lead to a normalised EBITDA of Rs5,000/te as volumes grow 
towards 4mtpa.  

We believe slower than anticipated pickup in steel tubes market or equal marketing 
and distribution push by peers can lead to market share erosion / lower than expected 
revenue growth for APL.  

Exposure to intense competition: APL operates in an industry with low entry 
barriers and fragmented structure. Though the company had ~50% market share in 
FY21, and the second-best player is less than half of APL’s size, APL’s operating 
margin has been modest at 5-8%. The ERW pipes industry is largely unorganized and 
inherently competitive with the presence of multiple large established players like 
Surya Roshni, Hi-Tech Pipes, Rama Steel Tubes etc. Further, as ERW pipes are 
standardised products and do not warrant a capital-intensive manufacturing process, 
steel pipe/tube players with a diversified network across India can enter the market, 
intensifying competition. Also, competition from unorganised players is high.  
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Financials 
Table 2: Profit and Loss 

 
FY20 FY21 FY22E FY23E FY24E 

Revenue        77,232         84,998  121,841 124,437 150,596 
Material costs        65,786         71,648  104,657 104,227 122,756 
Gross Margin        11,447         13,350  17,185 20,210 27,840 
Employee costs          1,422           1,296  1,449 1,465 1,538 
Other expenses          5,252           5,266  6,702 7,129 10,560 
Total expenses        72,459         78,210  112,808 112,821 134,854 
EBITDA          4,773           6,787  9,033 11,616 15,742 
Depreciation             959           1,028  1,222 1,351 1,375 
Other Income             222              359  435 476 1,074 
EBIT          4,036           6,119  8,246 10,741 15,441 
Interest          1,073              661  380 20 20 
PBT          2,963           5,458  7,866 10,721 15,421 
Tax             403           1,381  1,933 2,635 3,790 
PAT          2,560           4,077           5,933           8,086          11,631  
Source: I-Sec research 
 

Table 3: Balance Sheet 
Balance Sheet FY20 FY21 FY22E FY23E FY24E 
Equity Share Capital             249              250              500              500              500  
Reserves and Surplus        14,267         16,697         21,569         28,551         38,593  
Net Worth        14,516         16,947         22,069         29,050         39,092  
Borrowings          7,280           4,425           4,225              225              225  
Other non-current liabilities             672              755              755              755              755  
Deferred Tax Liab          1,012           1,112           1,112           1,112           1,112  
Total Liab        23,480         23,239         28,161         31,142         41,184  

      Gross Block        17,160         18,491         21,991         25,491         27,491  
Less: Acc Dep          2,449           3,477           4,699           6,050           7,425  
Net Block        14,711         15,014         17,292         19,441         20,066  
CWIP             101           1,077           1,077           1,077           1,077  
Other LT assets          3,333           3,893           3,893           3,893           3,893  
Investments             152              148              148              148              148  
Working Capital (Exc cash)          4,727             (472)           1,224           1,263           1,377  
Cash and Cash equivalents             456           3,579           4,527           5,321         14,623  
Current Assets        13,907         10,412         15,132         15,172         18,003  
   Inventory          7,842           7,599         11,100         11,055         13,020  
   Receivables          4,764           1,306           1,872           1,912           2,314  
   Loans, Advances & others          1,302           1,507           2,160           2,206           2,670  
Current Liabilities and Provisions 9181        10,884         13,908         13,909         16,626  
Provisions             173              177              177              177              177  
Total Assets        23,480         23,239         28,161         31,142         41,184  
Source: I-Sec research 
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Table 4: Cashflows 
 FY20 FY21 FY22E FY23E FY24E 
PAT 2148 4263 5933  8086  11631  
 + Depreciation 959 1028 1222  1351  1375  
 + Non-cash items 972 360 

   Working capital changes 1017 4121 (1697) (39) (114) 
Cashflow from operations 5096 9771 5458  9398  12891  
Investing Activities 

     Capex (3092) (2869) (3500) (3500) (2000) 
Investments (1430) (3868) 0  0  0  
Others 173 269 

   Cashflow from investing activities (4349) (6468) (3500) (3500) (2000) 
Financing activities 

     Changes in share capital  1775 
    Changes in reserves & surplus 0 
    Changes in debt (949) (3111) (200) (4000) 

 Dividends (411) 
 

(810) (1105) (1589) 
Others (1193) (474) 

   Cashflow from financing activities (778) (3586) (1010) (5105) (1589) 
Net changes in cash (32) (283) 948  794  9302  
      
FCF          2,003           6,902           1,958           5,898         10,891  
Source: I-Sec research 
 

Table 5: Ratios 

Source: I-Sec research 
 
 
 

  FY20 FY21 FY22E FY23E FY24E 
Per Share Data (in Rs) 

     Recurring EPS (Diluted) 10.2 16.3        23.7           32.4           46.6  
Reported EPS 102.9 163.2        23.7           32.4           46.6  
Recurring Cash EPS  (Diluted) 14.1 20.4        28.6           37.8           52.1  
Dividend per share (DPS) (Diluted) 1.4 -          3.2             4.4             6.4  
Book Value per share (BV) 58.1 67.8        88.3         116.3         156.5  

      Growth Ratios (%) 
     Operating Income 8.0 10.1        43.3             2.1           21.0  

EBITDA  21.5 42.2        33.1           28.6           35.5  
Recurring Net Income 72.7 59.3        40.0           36.3           43.8  
Diluted Recurring EPS 72.7 59.3        40.0           36.3           43.8  
Diluted Recurring CEPS 65.6 45.1        35.9           31.9           37.8  

      Valuation Ratios (% YoY) 
     P/E 99.7 60.2 43.0 31.6 22.0 

P/CEPS 72.5 48.5 35.7 27.1 19.6 
P/BV 17.6 15.1 11.6 8.8 6.5 
EV / EBITDA 54.9 37.7 28.2 21.5 15.3 
EV / Operating Income 3.4 3.0 2.1 2.0 1.6 
EV / Operating FCF 130.9 37.1 130.2 42.4 22.1 

      Operating Ratios 
     Gross Margin (%) 14.8 15.7        14.1           16.2           18.5  

SG&A/Sales (%) 6.8 6.2          5.5             5.7             7.0  
Other Income / PBT (%) 7.5 6.6          5.5             4.4             7.0  
Effective Tax Rate (%) 12.3 10.4        16.4           26.6           45.2  
NWC / Total Assets  (%) 20.1 (2.0)          4.3             4.1             3.3  
Inventory Turnover (days) 44 39           39              39              39  
Receivables (days) 6 2             2                2                2  
Payables (days) 13 14           12              12              12  
D/E Ratio (x) 47.0 5.0         (1.4)        (17.5)        (36.8) 

      Return/Profitability Ratios (%) 
     Recurring Net Income Margins  3.3 4.8          4.8             7.0             7.2  

RoCE  14.5 26.3        27.9           32.1           26.8  
RoNW  17.6 24.1        26.8           29.5           26.7  
Dividend Payout Ratio  13.6 - 13.7 13.7 13.7 
Dividend Yield            0.1               -             0.3             0.4             0.6  
EBITDA Margins            6.2             8.0           7.4             9.3           10.5  
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"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 
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