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Apar Industries reported a topline de-growth of ~35% yoy during Q1
FY21 primarily due to national lockdown in Apr'20 which impacted
domestic sales. Delays in execution at Customer end due to labor
issues and logistical challenges also impacted business.

While the Conductor segment reported 31% decline in revenues, Oil
and Cables segment reported de-growth of ~43% and ~37%
respectively. The decline across segments was due to COVID-19
impact. Exports, however, grew 11% yoy and share of exports rose
to 47% in Q1 FY21 (27% in Q1 FY20).

Overall margin on consolidated basis declined 397 bps yoy (to 2.9%)
primarily due to COVID related costs and higher overhead expenses.

During the quarter, the Company received new orders worth
~Rs.3.2bn in Conductor segment. New order inflows were
significantly lower yoy with delays in awarding new tender due to
postponement of meetings at government authorities end.

With better labor availability and cost reduction initiatives, the
Company expects normalcy to return during Q2 FY21.

We expect all segments to be under pressure in the near term owing
to COVID related impact. We believe there would be gradual pick up
in execution from H2 FY21.

Operating margin is likely to remain under pressure during H1 FY21
as fixed costs continue with lower volume offtake. However, we
expect some pressure on margins to be offset by increasing share of
value added products in conductor segment and cost cutting
initiatives. Overall, we expect margins to return to normalized levels
only from H2 FY21 onwards.

Considering the significant COVID impact across all the segments,
we cut our estimates for FY21 and FY22. We believe, the Company
would witness only gradual pick up in supplies going forward.

Increasing share of value added products to augur well in managing
profitability.

We maintain our BUY rating on the stock for revised target of Rs.360.

Delays in product offtake from clients.

Exhibit 1: Result table (Consolidated)

Y/e 31 Mar (Rs mn)
Revenue
Operating Profit
OPM (%)

Other Income
Depreciation
Interest

PBT

Tax

Reported PAT

| Q1FY21  Q1FY20  yoy(%) Q4FY20  qoq (%)
12930 19,816 (348) 18145 (28.7)

381 1371 (72.2) 1,061 (64.0)

2.9 69  -397 bps 58  -290 bps

12 41 (70.9) 11 8.1

(228) (199) 14.7 (231) (1.1)

(472) (569) (17.1) (516) (8.7)

(306) 644 NA 325 NA

76 (232) NA (91) NA

(231) 412 NA 233 NA

Source: Company, YES Sec - Research
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Exhibit 2: Segmental performance (Consolidated)

Particular Q1FY21 Q1FY20 yoy(%) Q4 FY20 qoq (%)
Revenue (Rs. mn)

Conductors 7,091 10,217 (30.6) 8,361 (15.2)
Specialty Oil 3,516 6,194 (43.2) 5,448 (35.5)
Cables 2,498 3,939 (36.6) 4,467 (44.1)
Revenue Mix (%)

Conductors 54.1% 50.2% 45.7%

Specialty Oil 26.8% 30.4% 29.8%

Cables 19.1% 19.4% 24.4%

EBIT (Rs. mn)

Conductors 146 425 (65.7) 403 (63.9)
Specialty Oil 49 385 (87.4) 211 (77.0)
Cables 18 455 (96.0) 374 (95.2)
EBIT Margin (%)

Conductors 2.1% 4.2% 4.8%

Specialty Oil 1.4% 6.2% 3.9%

Cables 0.7% 11.5% 8.4%

Source: Company, YES Sec - Research

CON-CALL HIGHLIGHTS
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Apar’s performance during Q1 FY21 was largely impacted by national wide lockdown owing
to Covid-19 pandemic. Also, customer execution got delayed due to migratory labour issues,
logistical challenges, and continued credit challenges. However, partial production resumed
in all of its domestic plants from May’'20 and currently running at ~65% for most of its
product segments.

Operating margin has drastically declined to 2.9% (down 397 bps) with lower volumes,
higher-priced inventory, and higher fixed and covid-19 related costs. With lower levels of
high-priced inventory and cost-reduction initiatives, the management expects margin
improvement going forward.

In the Conductor segment, revenue during Q1 FY21 declined 31% yoy (to ~Rs.7.1bn) with
subdued sales volume (down 24% yoy to 31,861 MT). Delay in customer execution due to
lockdown, migratory labour and logistical challenges impacted sales volumes. The
management expects supplies to normalize from H2 FY21.

Adj. EBITDA per MT (for open period forex) in the conductor segment has witnessed sharp
decline of 49% yoy (to Rs.6,185) mainly impacted by higher (Rs.160mn) covid-19 related
expense incurred during the quarter. Covid-19 related expenses include ~Rs.37.5mn towards
price variation loss in copper conductor segment, ~Rs.40mn towards manufacturing and EPC
overheads, and ~Rs.75mn towards duty free material.

HEC and copper conductor contribution to the total conductor revenue stood at 14% and
24% during Q1 FY21 respectively, whereas export markets contributed ~53% to the total
revenue during Q1 FY21 (vis-a-vis 30% in Q1 FY20)

The management expects share of high margin products such as HEC, OPGEW and copper
conductor to rise in the near-to-medium term with increasing acceptance from customers.

Order book at the end of Jun'20 in the Conductor segment stood at ~Rs.16 bn. However,
the inflows were down by 47% yoy during Q1 FY21 (to Rs.3.2bn) due to delays in awarding
new tenders (with postponement of meetings at various government authorities).

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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v" Specialty oil segment has witnessed volume decline of ~42% yoy (to 61,624 KL) during Q1
FY21 owing to subdued demand in domestic market across its user industries. Gradual re-
opening saw ~50% volumes in May'20 and 75% volumes in Jun'20 in the domestic plants.

v" Hamriyah plant’s utilization during Q1 FY21 stood low at ~55% as dispatches got affected
with congestions on ports. With decent order book and better port scenario, the
management expects plant utilizations to improve.

v" Adjusted EBITDA per KL for Specialty Oil segment was down 81% yoy with lower volumes
and high cost of inventory (ordered prior to Apr'20). The management expects profitability
to improve with better volumes and benefits accruing from lower cost of inventory.

v" Cable revenues fell 37% yoy to Rs.2.5bn largely impacted by subdued demand from domestic
market. However, the revenue got support from increased export revenue (up 109% yoy).
The management focus remains on export market especially in regions where Chinese cables
have a higher market share.

v" The management expects recessionary trend in the market for all varieties of cables owing
to a) payment issues with customers especially the EPC, Solar segment, and b) postponement
of deliveries to Railway coach manufacturing facilities. However, cable segment performance
is likely to improve in H2 FY21 with higher export revenues and decent demand arising from
solar segment.

v" EBITDA margin in the Cable segment fell to 2.9% during Q1 FY21 from 13.2% during same
period last year. With cost cutting measures and focus on profitability orders, the
management expects margin to improve going forward.

v" Debt at the end of Jun’20 stood at Rs.3.5bn (including Rs.1.3bn of short term debt).

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Exhibit 3: Conductor volumes de-grew 24% yoy during Q1 FY21
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Exhibit 4: EBITDA/ton* in Conductor segment fallen sharply during Q1 FY21
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Exhibit 5: Specialty oil volumes de-grew 42% yoy during Q1 FY21
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Exhibit 6: EBITDA/ton* for Oil segment reached to the lowest level in the recent past
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Exhibit 6: Cable segment revenue declined 37% yoy during Q1 FY21
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Exhibit 7: Cable segment margin sharply fallen sharply
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Exhibit 8: Financial Summary (Consolidated)

Y/e 31 Mar (Rs mn) FY19 FY20 FY21E FY22E
Revenues 79,639 74,617 63,728 73,450
yoy growth (%) 36.9 (6.3) (14.6) 15.3
Operating profit 4,677 4,758 3,719 4,678
OPM (%) 59 6.4 5.8 6.4
Adjusted PAT 1,361 1,351 534 1,252
yoy growth (%) (6.0) (0.7) (60.5) 134.4
EPS (Rs) 35.6 35.3 14.0 32.7
P/E (x) 8.6 8.6 21.8 9.3
EV/EBITDA (x) 2.1 2.7 3.3 2.7
Debt/Equity (x) 0.2 0.2 0.2 0.2
RoE (%) 11.8 114 4.6 104

Source: Company, YES Sec - Research
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited

Registered Address: Unit No. 602 A, 6th Floor, Tower 1 & 2,
Indiabulls Finance Centre, Senapati Bapat Marg, Elphinstone Road,
Mumbai - 400013, Maharashtra, India.

Contact Details: +91-22-71123123
Email: research@ysil.in | Website: https://yesinvest.in

DISCLOSURE OF INTEREST

Name of the Research Analyst : Alok Deora, Lokesh Kashikar

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Sr.

No. Yes/No

Particulars

Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or

employee of the subject company(ies) e

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of

9 securities for the subject company in the past twelve No
months
10 Research Analyst or YSL has been engaged in market No

] making activity for the subject company(ies)

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX: INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 |
MERCHANT BANKER: INM000012227 | RESEARCH ANALYST:
INHO00002376 | INVESTMENT ADVISER: INAOO0007331 |
AMFI ARN Code - 94338

Details of Compliance Officer: Name: Vaibhav Purohit,
Email id: compliance@ysil.in, Contact No-+91-22-33479208
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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