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Orient Refractories Limited (ORL), headquartered in New Delhi, was incorporated in 2010
(de-merged from Orient Abrasives Ltd.) and is a subsidiary of RHI AG Austria (global No. 2
in refractory business) since 2013. ORL is a manufacturer of a wide range of special refracto-
ries and monolithic products for the iron and steel industry and enjoys a large domestic and
international clientele. ORL is the market leader for special refractories in India and has many
global partners for its international quality products.

Rationale for Investment

To benefit from steel demand in India - Steel sector is one of the most crucial sectors for the
economic and industrial development of any nation. Steel is widely used in various sectors
like construction, industrial machinery and transportation. India’s steel sector has seen huge
growth due to rising domestic demand by sectors such as infrastructure, real estate and auto-
mobiles. With major impetus by the Government on infrastructure, affordable housing, a
booming auto industry, and implementation of the National Steel Policy, 2017, the Indian
steel sector is poised for newer levels of growth.

Why is the steel sector growth important to refractory industry? - Refractories have played an
important part in crude steel production, and have a crucial input impact on quality of steel
products. Refractories constitute ~3% of the total steel manufacturing cost. Typically, the de-
mand for refractories is directly correlated to steel production. With steel industry being one
of the most significant consumers of refractories, we expect the demand for refractories to rise
with increasing production of steel. Currently, ORL’s majority of revenue is generated from
the steel industry.

Strategically important for RHI AG - RHI AG views India as one of the fastest growing markets
for refractories and is looking at increasing its presence in Middle East and Asia (this region
accounted for ~70% of global refractories demand in CY 2016) via India. India is one of the
most important individual markets and largest contributor in terms of total revenue for RHI
AG. Thus, we believe that due to cost effectiveness, ORL will play an important role in RHI
AG’s growth going forward.

Healthy Financials - ORL has recorded double-digit growth in its operating revenues in most
financial years since 2012. We believe that the Company will record revenue CAGR of 12%
during the FY17 — 19E. We expect EBITDA and PAT to grow by ~9 — 10% CAGR during the
FY 17 — 19E. We expect the Company to maintain its ROCE roughly in range of 33-35%
with stable Free Cash Flow (FCF).

Outlook & Valuation

We believe that the Company, being one of the leading refractory manufacturer in the do-
mestic market (parent RHI Magnesita is the largest refractory player in the world), is best posi-
tioned to ride the growth in domestic production of steel. ORL has traded at an average P/E
multiple of 34.5x (last 5 years average), and so we have valued it at 27.6x FY19E earnings
(20% discount to last 5 year average). We initiate a BUY rating with target price of INR 195.
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RATING: BUY

Target: 195
Upside: 28%

CMP: 152.75 (Ason 17/11/2017 )

Reuter Code : ORRE.BO
Bloomberg Code : ORIENT:IN

Financials : (Standalone) (In INR Cr.)
FY2015 FY2016 FY2017 FY2018 (E) FY2019 (E)

Net Sales 451 459 519 577 652

EBDITA 80 85 103 112 120

PAT 53 56 69 75 85

EPS 4.4 4.6 5.7 6.3 7.1

PE 34.7 32.9 26.7 24.4 21.7

Source - DSPL Research

Market Data

Face Value (INR) 1.00
Equity Share Capital (INR cr.) 12.01
Share Outstanding (cr.) 12.01
Market Cap (INR cr.) 1,835.12
Book Value / share 22.70
Daily Avj. Volume 13,114
52 W High 166.90
52 W Low 106.55
Shareholding %
Promoter 69.62
Foreign 5.31
Institutions 5.06
Public & Others 20.01
Sensex and Stock Movement
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Company Overview

Orient Refractories Limited (ORL), headquartered in New Delhi, was incorporated in 2010 (de-
merged from Orient Abrasives Ltd.) and is a subsidiary of RHI AG Austria (global No. 2 in re-
fractory business) from 2013. ORL is a manufacturer of a wide range of special refractories
and monolithic products for the iron and steel industry and enjoys large domestic and interna-
tional clientele. ORL is the market leader for special refractories in India and has many Global
partners for its international quality products. To reinforce quality and development of products,
the Company has an in-house Research and Development facility that is recognized by the
Government of India. ORL produces more than 40,000 tons of refractory per annum, custom-
ized products and system solutions. Refractory material is used to provide thermal insulating
lining in furnaces, kilns, reactors, etc. The refractory material is mainly used in iron and steel
industry, metal smelters, cement, glass industries, etc. ORL’s wide range of products include
ISO, slide gate plates, castables, tundish nozzles, slag arresting darts, etc., which are custom
made to suit the casting conditions and grade of steel being cast.

ORL’s manufacturing facility is located in Bhiwadi, Rajasthan and has the distinction of being
ISO - 9001 quality certified. The division also has an allied plant based in Salem, Tamilnadu
for manufacturing monolithics. The Bhiwadi facility is spread over 27 acres of land. The refrac-
tory facility is divided into 3 independent sub-divisions, one each for the manufacture of slide
gate plates, continuous casting refractories and castables and pre-cast shapes. The division
currently produces more than 70,000 pieces of slide gate plate, 30,000 pieces of Continuous
Casting Refractory products and over 2,000 tons of castables and mortars on a monthly basis.

ORL’s customers include large domestic integrated steel producers that include Steel Authority
of India, Mukund Steel, Tata Iron and Steel Company, RINL — Vizag, Sunflag Iron, Lloyd Steel,
Usha Martin and the Jindal Group, and mini steel plants. ORL also has significant presence in
the global market place with exports to over 35 countries across the globe including Germany,
France, Spain, Turkey, Egypt, Indonesia, Saudi Arabia, Thailand, UAE and Greece.

ORL's product range

Isostatically pressed Continuous Casting Slide gate plates Nozzles and Well Blocks Tundish Nozzles
Refractories

Bottom Purging Refractories and Top Purging Slag Arresting Darts Basic Spray Moss for Castables
Lances Tundish working lining

N

Source - Company, DSPL Research
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Key Management Team

Dr. Vijay Sharma Chairman
Parmod Sagar MD & CEC
Sanjeev Bhardwaj CFO
Erwin Jankovite Cirector

He joined the Company in 2014 and has wide experience in the steel
industry. His qualifications include B.Tech (IIT), M.5c., MBA and o
dectorate degree.

He iz o Mechanical Engineer and has an expertize in the Tecno
Commercial (Operation & Marketing) in the Refractory industry. He has
been aszociated vath Cnent Refroctenies (formerly Cnent Abrasives
Limited) since 1992. He had jcined Crient Abrosives Limited as o
Marketing Manager. He has over 34 years of work experience.

He is a cerfified Chartered Accountant and Cempany Secretary. He
joined the Company in 2013. He has been the director of
Confederation of Indian Industry from 2004 te 2006 and has 23 years
of experience.

He jcined the Company in 2013 and has wide experience in the steel
industry. He iz o graduate in material sciences from Meontan University,
Lecben.

Source - Company, DSPL Research
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Investment Rationale

To benefit from steel demand in India

Steel sector is one of the most crucial sectors for the economic and industrial development of
any nation. Steel is widely used in various sectors like construction, industrial machinery and
transportation. India’s steel sector has seen huge growth due to rising domestic demand by
sectors such as infrastructure, real estate and automobiles.

Indian Steel Consumption - Seclor-wise
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Source - Industry, DSPL Research

As per IBEF, as India moves towards being a USD10 trillion economy and aspires to achieve an
ambitious target of manufacturing contribution of 25% to GDP, the steel industry is poised to
play a pivotal role. As per World Steel Association, steel demand in India is expected to grow at
6-7% p.a in the next two years, compared to 4% in 2016. India’s annual capacity currently
stands at 126 million metric tons and is expected to rise to 150 million tons by 2021. India’s
finished steel consumption rose by 4.3% to 43 million tons in the six months ending September
2017, while output climbed 5% to 52 million tons during the same period.
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Production (MT Tonnes) CYD6  CYO7  CY0B CYo9 aYie. on CYi2 CYl3  CYi4 Y15 Y16

World 1250 1348 1343 1239 1,433 153 1360 1,650 1670 1,600 1,609
Growh (%) 93% 78  D3%  -78% 157%  7.3% 4% 58%  12%  30%  O7%
China 421 490 512 577 639 70 731 822 83 504 808
Growh (%) 192%  163%  A46%  126%  107%  99%  41%  124%  01% 2% 06%
Word =x.China 8% 853 831 662 795 B3 529 828 847 817 301
Growh (%) 48%  35%  -32% 204%  200%  52% 08  0I1%  23% 36 -19%
India 5 53 58 64 & 73 77 81 &7 89 %
Growh (%) 80% B1%  81%  99%  B6%  65% 5% 52%  T4%  20%  7A4%

Source - Worldsteel.org, DSPL Research
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Favorable economic conditions to drive Steel demand in India

e Government push on Infrastructure and Housing sector - With the Government’s focus on
infrastructure development, major expansion plans are underway for power, roads, rail-
ways, ports and airports. An amount of INR 3.95 lakh crores has been allotted to the infra-
structure development in the current budget. Around INR 1.31 trillion of capital expendi-
ture is assigned towards railways. Further, in order to fill the gap of affordable housing, the
Government has launched various initiatives like 100 new Smart City projects, Housing for
All by 2022, Pradhan Mantri Awas Yojana and various affordable housing schemes by
many state governments. This push by the Government will help recoup domestic steel de-
mand.

e Promising Growth in the Automotive Sector - With the government’s “Make In India” initia-
tive, the Indian automotive industry has come center stage. With a total investment of over
USD 35 billion, this industry is likely to contribute over 12% of the country’s GDP in the
coming decade versus the current contribution of 7.1%.

1) Commercial Vehicles: The industry volumes are expected to increase on the back of
robust growth in the transport and mining sector, replacement demand and adoption of
hub-n-spoke model and an increase in overall economic activity in the country.

2) Passenger Vehicles: Strong demographics and expanding middle class will act as a
booster to the sales of entry — level and mid — level PVs.

3) 2 wheelers (2W): With rural incomes getting a push from good monsoons and growing
young population, the 2W segment is expected to record high single digit growth.

e Encouraging Government Policy Measures - In May 2017, the Government has approved
the National Steel Policy (NSP), 2017 to provide the ideal platform for growth. The below
are the objectives of the NSP, 2017:

e Build a globally competitive industry with a crude steel capacity of 300 MT by 2030-
31;

e Increase per Capita Steel Consumption to 160 Kgs by 2030-31;

e To domestically meet entire demand of high grade automotive steel, electrical steel,
special steels and alloys for strategic applications by 2030-31;

e Increase domestic availability of washed coking coal so as to reduce import depend-
ence on coking coal to 50% by 2030-31;

e To be net exporter of steel by 2025-26;

e Encourage industry to be a world leader on energy and raw material efficient steel
production by 2030-31, in a safe and sustainable manner; and

e Develop and implement quality standards for domestic steel products.

The current per capita consumption of steel in India is 61 kgs (rural consumption at 10
kgs), much lower than the global average of 208 kgs. (Source: National Steel Policy,
2017). With major impetus by the Government on infrastructure, affordable housing, a
booming auto industry, and implementation of the NSP, 2017, the Indian steel sector is
poised for newer levels of growth.
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Why Steel sector growth is important to refractory Industry 2

Refractories are critical consumables for high-temperature manufacturing processes. Refractory
materials have played an important part in crude steel production, and has a crucial impact on
the quality of steel products. The diversification of steel products and their purity requirements
in recent years have increased the demand for high quality refractory.

India Refractories market

Hhits; 7% Consumption of Refractory in India
Non Fenous, 6% _—10 Industry Refractory Consumption Per Tonne
Glass, 3% Steel 12 kg
Aluminium 4-5kg
Cement 08-0.9 kg

Cerment, 12%

Steel, 70%

Source - imformed.com, Steel 360, DSPL Research

Refractories Consumption by Key Industries

Key industries Applications Replacement Costs
Steel Basic owygen-, 20 minutes to ~3.0%
electric arc fumace 2 months
casting ladles
CementLime Rotary Kiln Annually ~0.5%
Nonferrous metals Copper-comserter é 1 —10 years ~[1.2%
Glass Glass fumnacs | Up to 10 years ~1.0%
W
Energy/ Secondary reformer 5 — 10 years =1.5%
Environmental/
Chemicals

Source - RHP Magnesita Presentation

Refractories constitute ~3% of the total steel manufacturing cost. Typically, the demand for
refractories is directly correlated to steel production. As per Ministry of Steel’s forecast, 3.2 MT
(Million Tonnes) refractories raw material will be needed by 2030 — 31 to fulfill steel production
requirements. With steel industry being one of the most significant consumers of refractories, we
expect the demand for refractories to rise with increasing production of steel. Currently, ORL’s
majority of revenue is generated from the steel industry.
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Strategically important for RHI AG

ORL’s parent (RHI AG) became the global leader in the refractory business after the merger
with Magnesita Refratarios and will have a combined revenue base of Euro2.5 billion in CY16.
RHI AG has two other unlisted subsidiaries in India - RHI India Pvt. Ltd and RHI Clasil Pvt. Ltd.
The unlisted subsidiaries are engaged in manufacturing and trading of brick and lining refrac-
tory solutions while ORL is engaged in flow control segment.

RHI AG, Ausina
L
RHI Clasil Pvt ltd, Hyderabad — RHI India Pyt | d, Navi Mumbai Orient Refraciories Ltd, New
RHI AG Stake 53.7%. — RHI AG 5take 100% Delhi — RHI AG Stake 69.6%
Revenus (March 2017) - INR Revenue (March 2017)— INR Revenue (March 2077 — INR
2490] or 376 ber 566 Der

Source - RHI Annual Report, Presentation, DSPL Research

RHI AG views India as one of the fastest growing markets for refractories and is looking at in-
creasing its presence in Middle East and Asia (this region accounted for ~70% of global refrac-
tories demand in CY 2016) via India. India is one of the most important individual markets and
largest contributor in terms of total revenue for RHI AG. Thus, we believe that due to cost effec-
tiveness, ORL will play an important role in RHI AG’s growth going forward.

50.0% - RHIAG - Revenue Mix by Region
45.0% -
40.0% -
350% -
30.0%
25.0% ;
%
20.0% o
15.0% -
10.0% 5
so% £ & i =
oos | MlmeSla | ‘ . . i i
Awusiria India USA Germany  Mexico laly PR Chine  Canedo Russia Saudi Other
Arabia countries
mCY12 nCY16
RHI AG - Revenue by Country 5Yre
fin € mn) Yl CYiz2 CY13 CY14 CY15 CY1é CAGR
India 83.0 102.9 127.7 153.1 186.2 170.7 15.5%
SA 134.7 166.4 156.5 157.2 1649 151.2 2.3%
Other Courtries 1,5409 15664 14705 14109 14014 1,3293 -2.9%
Total 1,758.6 18357 17547 17212 17525 1,6512 -1.3%

Source - RHI Annual Report, Presentation, DSPL Research
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Healthy Financials
Stable Growth and Margins

Since getting listed on the stock exchange post the de-merger from Orient Abrasives Limited,
ORL has recorded double-digit growth in its operating revenues in most financial years (since
2012). We expect this momentum to continue on the back of robust growth in the Indian steel

sector and hence, believe the Company to record revenue growth of 12% CAGR during the
FY17 - 19E.

Also, on the operating margin front, the Company has continued to have double-digit EBITDA
margin since 2012. Furthermore, being a zero-debt company, ORL’s operating margin has
translated into improving bottom-line and double-digit PAT margins. Having zero debt ensures
that the Company’s bottom-line will not be hurt severely in case of a downturn in steel industry.
We expect the EBITDA and PAT to grow by ~9 — 10% CAGR during the FY 17 — 19E.

‘Geography Mix Product Mix
100% 100.00% -
165 165 165 205 21%
0% 30.00% -
0% £0.00% |
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E3
30
10% 13% 13% 13% 3%
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10 : . . . . . . . :
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Source - Company, DSPL Research
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Sound Return on Investments

The Company has managed to maintain its profitability and returns to investors. Despite a
slump in the steel sector since the last few years, ORL has managed to sustain its profitability
and returns to shareholders. Having a strong ROA highlights the fact that the Company has
been effectively using its assets to generate profits. Having zero debt has also enabled the
Company to constantly re-invest and grow its business.

Though there could be a slight dip in its Return on Assets (ROA), we expect the Company to
maintain its return ratios roughly in the same range. The dip could be on account of rising raw
material costs.

Retumn Ratios

57.41%
80.00% 1 gq 75y 55.48%

50.00% - 46.7% _ 45.51%
20,005
30.00%

20005

18.24% 19.05% 18.17% 17.85%

10.005% -

0.00%

Fr2014-15 FY2015-146 FY 201617 FY2017-18 FY 201819
[l L]

Fr2011-12 Fr2012-13 FY 2013-14

—_—R0 —ROE ROCE

Source - Company, DSPL Research

Strong Financial Position and Efficient Working Capital Management

With zero debt and healthy reserves on its balance sheet, the Company is financially well
placed. ORL has an efficient working capital management, which is evident from its net current
asset status. The Company’s average debtor days are 75 days, against the industry average of
90 days. The Company’s working capital turnover ratio signifies that they are effectively using
their current assets to generate revenues.

Particular 2013-14 2014-15 2015-16 201617 2017-18E 2018-19E
Working Capital (% of Net Sales) 23% 25% 19% 22% 22% 21%
Inventory Turnever Days 54 55 54 51 53 52
Debtors Days 77 86 92 a2 7h 73
Creditors Days 43 41 49 53 51 49
Cash Conversion Cycle a9 2l o7 80 77 75

Source - Company, DSPL Research
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Steady Free Cash flow

With steady earnings growth, stable margins and modest capex, ORL has been free cash flow
positive for the last six years. Thus, we believe that stable revenue growth, operating efficiency
and effective working capital management will enable ORL to generate sizeable cash from op-
erations. Also, the Company has been consistently paying dividends to its shareholders, having
an average payout ratio of approximately 32% (5-years average). Rising cash reserves will ena-
ble the Company to plan expansion, without depending on external sources of funds.

Poricudors (in INRCy Mm-12 212113 201314 200415 200516 2018-17  2017-18E 2018-19E
Operating Cash Flow 32 33 .l it} 80 &0 75 80
Lesz - Cagex & 7 7 2 3 12 18 20
Lesz - [merest Cost -3 -1 0 0 -0 a
Free Cash Flow 2 30 2 2 71 4% &7 60
Free Cash Flow Yield %) 5% 6% % % % k4 %
Healthy Cash Generaticn
160.00 - 14787
14000 - 131.70
12000 - 110.84
] 100.00 ~
g 76.47
.E 80.00 '
g 5000 4
-
40.00 - — 2613
= i
o Fr2011-12  FY 201213 FY2013-14 I Fr2014-15 I Fr2015-16 FY 201617 I 21718 E I 201819 E
mm Met Cosh from Operoting Activitizs mmm FCFF Caeh and Cazh Equivalents

Source - Company, DSPL Research
Q2 FY 2018 Result Update:

The Company posted 12% y-o-y increase in its sales during the Q2 FY2018 quarter due to
increased demand from the steel sector.

The Company’s operating profit improved by 16% y-o-y and over 22% sequentially. Increased
volume enabled the Company to achieve economies of scale and hence, better operating effi-
ciency. ORL’s operating margin stood at 19.69% in the quarter, expanding by 60 bps y-o-y
and 290 bps g-o0-qg. Sequential margins improved on account of reduced employee and other
expenses.

From the financial position perspective, the Company’s cash reserves have declined by 14%

from March 2017 levels. This is primarily due to increase in debtors from March 2017, due to
which their working capital turnover has also slightly dropped.

10
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Margins better than peers

Though Vesuvius India Ltd is the market leader in the refractory business in India, ORL enjoys
higher margins due to lower costs, lower capital base and a prompt after sales service. ORL
has approximately 200 — 250 personnel, who have been stationed at customer sites to avoid
production delays, in case of breakdowns.

Parficulars {for the year

phiry 2014-15 2015-16 2016-17
Company ORL |mmu$ ORL |mm£ - ORL |\r:?.:“u‘:-
Revenues 451.40 652.20 458.90 699.70 516.40 321 .50
Op. EBITDA margin 17.70% 15.30% 18.60% 17.90% 19.80% 18.00%
PAT margin 11.71% 9.08% 12.16% 10.52% 13.21% 10.60%
ROE 34.40% 14.10% 29.80% 15.70% | 28.70% 16.40%
ROCE 45.57% 13.90% 41.37% 1560% | 28.38% 16.40%

“For Vesvvius India Lid - CY14, CY15 &CY16

Source - Company, DSPL Research

Outlook & Valuation

Refractories are critical to all high-temperature industrial processes; represent less than 3% of
cost of good sold (COGS) in steel manufacturing and less than 1% in other applications. The
refractories material used to manufacture one ton of steel has come down from historical levels
of 30 kgs to current levels of 10 -15 kgs. This has been due to improving technology over the
years. Despite being a small portion of the total steel manufacturing costs, refractories are criti-
cal to get the desired size, shape and quality of the final product.

We expect the Company to record 12% CAGR in its operating revenue during the FY17 — 19E.
Despite rising raw material prices, we expect the Company to sustain its operating margin. We
expect the EBITDA to grow at a CAGR of 8% during the FY17 — 19E attributable to increasing
volumes, better operating efficiencies and ability to pass on increasing costs to customers. As
the Company has a large portion of its costs as fixed costs, higher volumes will enable the
Company to improve profitability. Net Profit is expected to grow at a CAGR of 11% during the
FY 17 -19E to INR 85 crores in FY 19E.

We believe the company, being one of the leading refractory manufacturer in the domestic
market (parent RHI Magnesita is the largest refractory player in the world), is best positioned to
ride the growth in domestic production of steel. ORL has traded at an average P/E multiple of
34.5x (last 5 years average), we have valued it at 27.6x FY19E earnings (20% discount to last
5 year average). We initiate a BUY rating with target price of INR 195.

Key Risks

Fluctuation in Raw Material Prices
Over Exposure to Steel sector
Limited Pricing Flexibility
Currency Fluctuation

11
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Financials (in INR Cr.)

Profit & Loss Statement  FY2014 FY2015 FY2016 FY2017E FY2018E  Bolance Sheet FY2014 FY2015 FY2014 FY2017E FY2018E
Net Sales 4514 4589 5194 5772 6524 ShoreCopid 120 120 120 1200 120
Rew Metericl Cost 2503 2539 2906 3232 3606 Resenes ondSupls 1578 1526 2613 2004 3417
Gross Profit 2011 205.0 2288 2540 2838 Shareholders Fund 1698 2047 2733 3124 3537
Graoss Profit Margin (%) 446%  AATEL  440%  440%  435%  Tudlloan 51 . . - -
Employes Cost 353 394 430 48.7 56.2 Deferred Tax Licilities . . . . :
Other Manfacturing Cost B30 804 828 935 1076 o Liabilities 1750 2047 2733 3124 3537
Total Expenditure 3715 3737 4164 4654 5324 oo 179 399 455 557 459
Operating EBITDA 798 852 1030 1117 1200 | on on o o0 00
Op. EBITDA Margin (%) 77% 184%  19.8%  194%  184% : : : : :
T o e
Deperication 55 59 64 77 93 s & B . : . y
EBIT 744 793 966 1040 1107  locrsbidwres i a4l 4 5
e A R Sy o 714 #4184 BI0 983
Finance 6051 0.0 00 0.0 . . Other Current Assets 15 31 40 45 50
Excepioncl tem ; ) ; ) ) Differed Tex Assets (Ne) 079 066 037 037 037
PBT 79.4 847 1049 113.2 121.0 Total Current Assets 2165 2661 3147 3514 3924
T 265 755 343 379 283 Sundry Creditors 515 739 774 835 929
PAT 528 558 68.6 753 B4T7 Provision 230 241 37 4.1 446
PAT Margin 117 122% 132% 130% 130% Other Currert Lickilies 41 53 57 64 73
Share O/5 {in cr} 120 120 120 120 120 Total Current ligbilities & Provision 78.6 101.3 86.9 943 1048
EPS (INF) 44 46 57 6.3 71 Net Assels 1378 1648 2278 2571 28738
Cash EPS (INR) 13 5] 62 65 75 Total Assels 1750 2047 2733 3124 3537
Cashflow Stofement FY2014 FY2015 FY2016 FY2017E FY2018F  Raofios Analysis FY2014 FY2015 FY2016 FY2017E FY2018E
PBT 796 847 1049 MN32 1210  PerShareValue
Depeccion & Amorizsion 5505 4 17 93 R 44 48 7 52 .
BVFS (R) 14.1 17.0 227 260 294
Fincrez Cost 04 000 00 00 0 ey 13 > s 95 10
Others [23) 19} uXil . . Turnover Ratio
(e Dier i Working Copit @My W2 78 B9 (49 iwentoryDays 55 54 51 53 52
TaxPeid @al) @7 @) @79 363 Debrors Doy 86 92 82 75 73
Cash Flow from Operating 338 802 404 745 795 Creditors Doy 41 49 33 31 49
() Decrin Gross PRAE o7 B8 Mg 75 pog  CeshComersionCyde 7 7 50 7 3
Asset Turnover Ratic 1.8 1.5 14 14 14
OThEI’S i H 4'6 52 : . meih:hﬂiy Rotio
Cash Flow from [nvesting 0 w262 073 200 egrpa ergin 189%  197%  214%  210%  200%
(Decr)/ncr in Debr 03 - . . . PAT margin N7%  122%  132% 0 130% 130%
Inerest eid Py - py - . ROA 208%  182%  190%  185%  165%
Otvers Py By - : . ROE 4% 298%  2B7%  257%  25.4%
Dividerd Peid 71 (97 @5 @4l w4 ROCE _ 455% 414 3B4% 362% G4D%
Cash Flow from Financing (176 {50 (05 (61 (434 g:;';? ."“'R: oo oo 0o 0o oo
Irce/ Dt in Balence Sheet Cash 85 B mIToowes 182 qty Rt : | | | :
) Current Retic 26 27 38 39 39
Cash and cash equivalents at the Start of the Year 196 254 771 1108 1317 Cluick Rafio 15 20 25 29 29

Cash and cash equivalerts o he Endofthe Year 261 765 11081317 479 yaluation Ratios

PE ix] 204 247 272 244 217
P/E ) 64 6.7 68 59 52
EV/EBITDA () 133 153 17.1 152 14.1

Meap/Sales x} 2.4 30 16 32 28
Earning Yield (%] 49% 4.0% 37% 41% 4.6%
Dividend Yield (%) 1.4% 1.2% 0.9% 1.6% 20%
Free Cash Flow Yield (%) 22% 5.5% 29% 31% 3.2%

Source - DSPL Research
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Annexure

RHI AG - Global leader post merger with Magnesita

Among the listed players globally, on the basis of revenues, RHI AG was ranked 2" and Mag-
nesita was ranked 3" in the refractory industry. Also, Magnesita is the largest refractory in South
America. RHI AG has recently completed the merger with Magnesita, thus becoming the global
leader in the refractory business in terms of revenue.

The merger will enable RHI to expand its geographical footprint, thus giving access to the
American markets and facilitate in having a global mining network by providing access to the
mines in the Americas.

Competitive landscape

Selected market players by refractory revenues

Vesuvius (UK)"
[ RHI (AT)* ) ]
Magnesita (BR)"
Imerys (FR)*
Krosaki (JP)"
Shinagawa (JP)"
Magnezit(RU)
ANH (US)
Morgan (UK)"
Refratechnik (DE)
Chosun (KR)"
Puyang (CN)"
Minteq (US)"
Resco (US)
IFGL (IN)*

€00bn €05bn €10bn €15bn €20bn
" lisad

Source - RHI Magnestia Presentation, DSPL Research

Geographically well positioned after Merger

America

22%

/. South
America
| 0% ©

Production facilities i + More than 70 sales
@) Raw material sites offices worldwide

% revenues

Source - RHI Magnestia Presentation, DSPL Research
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India to be 3rd largest contributor o RHI Magnesita’s EBITDA post Merger

Dalmia
Securities
Private Limited

Revenues COGS and SG&A Met EBITDA per currency

Other
INR

Pro-forma 2016 Pro-forma 2016 Pro-forma 2016

Source - RHI Magnestia Presentation, DSPL Research

RHI Magnesita Indian Subsidiaries

] Onent Refroctones Lid - RHI Clasil Pvi Lid - RHI India Pt Lid -
Particular {in INR Cr) (listed (Unlisted) {Unlisted)
Year End Mar-17 Mar-17 Mar-17
Business Descriplion Manufacturer Manufadturer Troding
Gross Revenue 55620 24901 376.58
Excize Duty 36.82 19.99 -
MNet Sales 519.39 22903 376.58
Op. EBITDA 102.98 2407 21.64
Op. EBITDA Margin (%) 19.8% 10.5% 5.7%
EBIT 10487 21.19 2393
EBIT Margin (%) 20.2% 9.3% 6.4%
PAT 68.62 1012 1026
PAT Margin (%) 13.2% 4.4% 2.7%
MNet Worth 273327 33.78 109.38
Total Debt - 7423 58.56
Cash & Bank Balance 110.84 127 8.30

Source - RHI Magnestia Presentation, MCA, DSPL Research
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