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Rajratan Global Wire Ltd

Holding on to the wheels of growth despite a speed bump

Rajratan Global Wire (Rajratan) has weathered a storm, yet again in Q4FY23
Revenue at Rs.2,194 mn - down by 11.4% yoy & 9.7% qoq

EBITDA at Rs.338 mn - down by 28.9% yoy & 10.5% qoq

EBITDA margin at 15.4% - down by 380 bps yoy & 348 bps qoq

PAT at Rs.222 mn - down by 45.2% yoy & 7.8% qoq

Moderate operational performance:

= India volume at 16,715 MT was up 18.8% YoY but down 21.7% QoQ. Realization at
~Rs.96,404/ MT was down 6.0% YoY & 0.6% QoQ. The capacity utilization levels in Q4
stood at 93%. After a slight drop in volume, the Indian market recovered during Q4.

= Thailand volume at 6,301 MT was down 37.1% YoY/ 11.0% QoQ. Realization at
~Rs.92,509/ MT was down 10.2% YoY/ 1.9% QoQ. The capacity utilization levels in Q4
stood at 67%. The sales volume dropped due to weak demand and inventory
correction taken by tyre companies operating in Thailand.

= Gross margin per MT was lower by 13.7% YoY & 14.0% QoQ at Rs.33,438/ MT.
The management had persisted with elevated prices even as volumes dropped.

= EBITDA margin at 15.4% was lower by 380 bps YoY & 348 bps QoQ primarily on
account of lower gross margins.

Future Outlook

The management is optimistic on business normalcy in FY24 as it expects moderate YoY
growth in volume. While the near-term volume growth for Rajratan would remain
challenging on account of tyre demand uncertainty in USA & Europe, management is
confident to deliver 20% CAGR (in volume) over the next 3-5 years. Rajratan has
completed ~80% of the construction at 60,000 MTPA greenfield facility in Chennai and is
expected to ramp up to full capacity over a period of 3 years.

Key Risks

= Delay in completion of Chennai project may lead to decline in volume.
= Decline in gross margins due to competitive intensity.

Valuation

Rajratan is currently trading at P/E of 19.6x on FY25 basis. We have valued the stock
based on P/E methodology. Since, the entire Chennai capacity is expected to be
completed in H2FY24, we have assigned multiple of 20x (2-year forward) on FY25E
PAT of Rs2,027mn to arrive at a target price of Rs798 per share, which is potential
upside of ~1.8% from current market price and recommend “HOLD” on the stock.
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Y/E Mar (Rs mn) Revenue YoY (%) EBITDA  EBITDA (%) Adj PAT YoY (%)  Fully DEPS RoE (%) RoCE (%) P/E (x) EV/EBITDA (x)
FY21 5,465 13.8% 921 16.9% 531 60.8% 10.5 27.1% 24.3% 75.0 43.9
FY22 8,929 63.4% 1,816 20.3% 1,243 134.0% 24.5 48.7% 35.1% 32.0 22.6
FY23E 8,954 0.3% 1,620 18.1% 1,001 -19.5% 19.7 25.7% 20.4% 39.8 25.6
FY24E 10,866 21.4% 2,156 19.8% 1,129 12.8% 22.2 23.4% 17.6% 35.3 19.6
FY25E 17,059 57.0% 3,623 21.2% 2,027 79.6% 39.9 33.8% 24.6% 19.6 11.7

Source: Company, EISEC Research Estimates

EISEC Research is also available on Bloomberg and Thomson Reuters
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Conference Call Highlights

Demand in Thailand market remained muted due to low uptake in US and
Europe tyre industry.

Severe competition in market presently due to supply of Bead Wire being more
than demand.

The Indian factory, that is globally approved for a multinational tyre company
is in discussion regarding supplies to the European region (EMEA).

The new plating line in Thailand unit was commissioned and will start
commercial production from Q1 FY24. Working on upgrading utility and
building infrastructure, after which Wire Drawing Capacity will be increased in
a phased manner.

Thailand unit unit is targetting exports to South East Asia, USA and Europe and
in talks with major companies for approval.

Chennai expansion Update: Completed ~80% of the building. Machine
commissioning initiated. Mechanical and Electrical infrastructure work under
process. Expecting trial production to commence in H2 FY24.

Guidance for FY 24
e Volume: ~70,000 MT for India operations and ~40,000 MT for Thailand
operations.
e EBITDA Margin: 18%-19% for India operations and 14%-15% for Thailand
operations.

The management mentioned that in Q4FY23 they had persisted with the prices
even as volumes dropped.

The management has changed the strategy now to ensure efficient use of
capacities and maintaining market share, subject to optimum contribution
margins.

Rajratan Global Wire Ltd.




1S

Eaut India Securities Ltd

Quarterly financials, operating metrics and key performance
indicators

Quarterly Financials

Y/E March (Rs mn) Q1FY22 Q2FY22 Q3FY22 Q4FY22 AQI1FY23 Q2FY23 Q3FY23 Q4FY23
Net Sales 1,823 2,412 2,218 2,476 2,514 2,246 2,000 2,194
Raw Materials 1,095 1,432 1,300 1,542 1,493 1,399 1,191 1,425
Employee Costs 77 81 81 89 92 92 93 87
Other Expenditure 291 392 364 370 402 378 338 345
EBITDA 360 507 473 476 527 377 378 338
Depreciation 37 39 40 40 43 43 46 49
Interest 37 39 39 40 41 43 45 40
Other Income 1 7 5 7 14 20 -9 8
PBT 287 436 400 403 457 311 278 258
Tax 68 110 73 32 112 78 58 55
Tax rate (%) 23.8% 25.2% 18.1% 8.0% 24.4% 25.0% 20.7% 21.4%
PAT 219 326 328 370 345 233 220 203
YoY Growth (%)

Revenue 182.0%  73.5% 39.3% 34.8% 37.9% -6.9% -9.9% -11.4%
EBITDA 364.0%  96.9% 80.8% 46.7% 46.4% -25.7%  -202%  -28.9%
Adj. PAT 1227.9% 140.7% 122.5%  59.5% 57.6% -285%  -32.9%  -45.2%
QoQ Growth (%)

Revenue -0.7% 32.3% -8.0% 11.6% 1.6% -10.7%  -11.0% 9.7%
EBITDA 11.1% 40.7% -6.6% 0.4% 10.9% -28.5% 0.2% -10.5%
Adj. PAT -5.6% 48.8% 0.5% 13.0% -6.7% -32.5% -5.6% -7.8%
Margin (%)

EBITDA 19.8% 21.0% 21.3% 19.2% 21.0% 16.8% 18.9% 15.4%
PAT 12.0% 13.5% 14.8% 15.0% 13.7% 10.4% 11.0% 9.2%

Source: Company, EISEC Research

Valuation
Fig 1: 2-year forward P/E chart Fig 2: 2-year forward EV/EBITDA chart
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Financials Consolidated

Income Statement FY21 FY22 FY23E FY24E FY25E Balance Sheet FY21 FY22 FY23E FY24E FY25E

YE March (Rs mn) YE March (Rs mn)

Revenues 5,465 8,929 8,954 10,866 17,059 Capital 102 102 102 102 102

% Growth 13.8% 63.4% 0.3% 21.4% 57.0% Reserves & Surplus 2,122 3,308 4,292 5,139 6,660

Raw Materials 3,748 5,826 5,508 6,520 10,235 Shareholders’ Funds 2,223 3,410 4,394 5,241 6,761

% of sales 68.6% 65.2% 61.5% 60.0% 60.0% Minority Interest 0 0 0 0 0

Personnel 281 327 364 440 642 Total Loan Funds 592 1,367 1,713 2,898 2,833

% of sales 5.1% 3.7% 4.1% 4.1% 3.8% Deffered tax liabilities 106 97 118 118 118

Mfg. & Other Expenses 515 960 1,462 1,750 2,559 Total Liabilities 2,921 4,873 6,224 8,256 9,711

% of sales 9.4% 10.8% 16.3% 16.1% 15.0% Gross Block 2,900 3,488 4,109 6,510 9,260

EBITDA 921 1,816 1,620 2,156 3,623 Accumulated Dep. 522 677 858 1,309 1,980

EBITDA Margin (%) 16.9% 20.3% 18.1% 19.8% 21.2% Net Block 2,378 2,811 3,251 5,201 7,281

Depreciation & Amortization 141 155 181 451 670 Capital WIP 89 298 1,402 1,250 0

EBIT 780 1,661 1,439 1,705 2,953 Net Fixed Assets 2,467 3,109 4,652 6,451 7,281

Finance cost 134 154 168 196 244 Investments 0 0 0 0 0

PBT From Operations 646 1,506 1,270 1,509 2,709 Other non current assets 0 0 0 0 0

Other Income 16 20 33 0 0 Total Non Current Assets 2,467 3,109 4,652 6,451 7,281

Share from Asscociates 0 0 0 0 0 Inventories 510 819 862 1,042 1,636

PBT 663 1,526 1,304 1,509 2,709 Current Investments 0 0 0 0 0

Tax-Total 131 283 302 380 682 sundry Debtors 1,166 1,810 1,363 2,233 3,505

Reported PAT 531 1,243 1,001 1,129 2,027  (ash & Bank Balances 27 84 131 399 444

Minority Interest 0 0 0 0 0 Other current Assets 179 345 386 386 386

Adjusted PAT 531 1,243 1,000 1,129 2,027  Total Current Assets 1,882 3,058 2,743 4,060 5971

PAT Margin 9.7%  13.9%  11.2%  10.4%  11.9%  sundry Creditors 1,410 1,283 1,152 2,233 3,505

% Growth 60.8% 134.0%  -19.5% 12.8% 79.6% Provisions 18 11 19 23 36

Source: Company, EISEC Research Estimates Total Current Liabilities 1,428 1,294 1,171 2,255 3,541
Net Current Assets 454 1,764 1,572 1,805 2,431

Key Ratios FY21  FY22  FY23E  FY24E  FY25E Total Assets 2,921 4,873 6,224 8256 9,711

YE March Source: Company, EISEC Research Estimates

Growth Ratios (%)

Net Sales 13.8%  63.4% 0.3%  21.4% 57.0% [N FY21 FY22 FY23E FY24E FY25E

EBITDA 35.4% 97.1% -10.8%  33.1% 68.0%  YE March (Rs mn)

Adjusted Net Profit 60.8% 134.0% -19.5% 12.8% 79.6%  Operating profit before WC 148 1,013 1,967 1,847 1,779

Margin Ratio (%) changes

EBITDA Margin 16.9%  20.3%  18.1%  19.8% 21.2%  Changesin working capital 330 281 -327 -35 581

PBT margins 12.1% 17.1% 14.6% 13.9%  15.9% Cash flow from operations 479 1,294 1,640 1,812 2,360

PAT Margin 9.7% 13.9%  11.2%  10.4% 11.9%  Capex 301 873 1,659 2,250 1,500

Return Ratios Adj. FCF 177 421 -20 -438 860

ROE 27.1% 48.7% 25.7% 23.4%  33.8% Cash flow from investments -265 -959 -1,691 -2,250 -1,500

ROCE 24.3% 35.1% 20.4% 17.6% 24.6% Cash flow from financing -188 -278 98 707 -815

ROIC 23.9% 352% 203% 183% 25.8%  Netchangein cash 26 57 47 268 45

Turnover Ratios (days) Source: Company, EISEC Research Estimates

Gross Block Turnover (x) 1.9 2.6 1.9 1.6 2.0

Inventory 34 33 35 35 35 Capacity & Cap. Utilisation FY21 FY22 FY23E FY24E FY25E

Debtors 78 74 75 75 75 Capacity (MTPA)

Creditors o 52 75 75 75 - India 72,000 72,000 72,000 1,32,000 1,32,000

Cash Conversion Cycle 18 55 35 35 35 - Thailand 34,800 40,000 60,000 60,000 60,000

Solvency ratio (x) Capacity Utilisation (%)

Debt-equity 03 04 04 06 04 - India 58.4% 76.1% 83.1% 68.6% 79.2%

Net Debt-Equity 03 04 04 05 04 - Thailand 83.5% 94.3% 59.0% 66.7% 97.1%

Gross Debt/EBITDA 06 08 11 13 08 Gross Profit per MT 31,870 39,435 38,587 39,446 41,869

Current ratio 13 24 23 18 17 Source: Company, EISEC Research Estimates

Interest Coverage Ratio 5.9 10.9 - - -

Per share (Rs.)

Basic EPS (reported) 10.5 24.5 19.7 22.2 39.9

BV 43.8 67.2 86.6 103.2 133.2

CEPS 13.2 27.6 233 31.1 53.1

DPS 16.9 6.1 4.9 5.6 10.0

Dividend Payout (%) 322%  25.0%  25.0%  25.0%  25.0%

Valuation

P/E 75.0 32.0 39.8 35.3 19.6

P/BV 17.9 11.7 9.1 7.6 5.9

EV/EBITDA 43.9 22.6 25.6 19.6 11.7

Dividend Yield (%) 0.4% 0.8% 0.6% 0.7% 1.3%

Source: Company, EISEC Research Estimates
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Disclaimer

East India Securities Limited (hereinafter EISEC), a publically listed company, registered as Research Analyst with SEBI (Registration No.
INH300003231). EISEC is engaged in broking services, distribution and marketing of financial products, and in the normal course of
business, EISEC prepares and shares research data and reports periodically with clients, investors, stake holders and general public in
compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations,
2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion
concerning securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on
information available publicly/internal data/other reliable sources believed to be true. The information is provided merely as a
complementary service and do not constitute an offer, solicitation for the purchase or sale of any financial instruments, inducement,
promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsAppetc/transmitted
through mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those
made available/uploaded on social networking sites (e.g. Facebook, Twitter, LinkedIn etc) by EISEC or those recommendation or offers or
opinions concerning securities or public offer which are expressed as and during the course of “Public Appearance” are for informational
purposes only. The reports are provided for assistance and are not intended to be and must not alone be taken as the basis for an
investment decision. The user assumes the entire risk of any use made of this information. Though disseminated to clients simultaneously,
not all clients may receive the reports at the same time. EISEC will not treat recipients as clients by virtue of their receiving this report.

The reports include projections, forecasts and other predictive statements which represent EISEC’s assumptions and expectations in the
light of currently available information. These projections and forecasts are based on industry trends, circumstances and factors which
involve risks, variables and uncertainties. The actual performance of the companies represented in the report may vary from those
projected. The projections and forecasts described in this report should be evaluated keeping in mind the fact that these-

e are based on estimates and assumptions

e are subject to significant uncertainties and contingencies

e will vary from actual results and such variations may increase over a period of time
e are not scientifically proven to guarantee certain intended results

e are not published as a warranty and do not carry any evidentiary value.

e are not based on certain generally accepted accounting principles

e are not to be relied on in contractual, legal or tax advice.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change
without notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as
opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not
represent that it is accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because
of the possibility of human, technical or mechanical error by our sources of transmission of Reports/Data, we do not guarantee the
accuracy, adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for
the results obtained from the use of such information. EISEC and/or its Affiliates and its officers, directors and employees including the
analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from
any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the
information contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data,
reports and information do not constitute scientific publication and do not carry any evidentiary value whatsoever.

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of EISEC in
any form is prohibited except with the written permission of EISEC. Persons into whose possession the reports may come are required to
observe these restrictions. Opinions expressed therein are our current opinion as of the date appearing on the report only. Data may be
subject to update and correction without notice. While we endeavour to update on a reasonable basis the information discussed in the
reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The
user assumes the entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in such reports (including the
merits and risks involved).

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are
not suitable for all investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or
recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek
professional advice. The price and value of investments referred to in research reports and the income from them may fluctuate.
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign currencies denominated
securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from
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the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency
risk.

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute
positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary
mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always
carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the reports are subject to
change but we have no obligation to tell our clients when our opinions or recommendations change. The reports are non-inclusive and do
not consider all the information that the recipients may consider material to investments. The reports are issued by EISEC without any
liability/undertaking/commitment on the part of itself or any of its entities.

Recipients of the research reports should assume that entities of EISEC may receive commission, brokerage, fees or other compensation
from the company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including
persons involved in the preparation or issuance of reports/data/material, may, from time to time have 'long' or 'short' positions in, act as
principal in, and buy or sell the securities thereof of companies mentioned therein or be engaged in any other transaction involving such
securities and earn brokerage or other compensation or act as market maker in the financial instruments of the company/ies discussed
therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any
recommendation and related information and opinions.

We further undertake that-

o No disciplinary action has been taken against the research analyst or EISEC by any authority in connection with their respective
business activity.

e EISEC, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of
interest in the subject company.

® EISEC, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or
more in the subject company’s securities, at the month immediately preceding the date of publication of this research report.

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may

exceed their original capital.

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the

companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals

of other countries. Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by

law, and persons into whose possession this document comes should inform themselves about, and observe any such restrictions. Failure

to comply with this restriction may constitute a violation of any foreign jurisdiction laws.

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents

for Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian

Markets.
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Analyst holding in stock: YES

Key to EISEC Investment Rankings
Buy: Upside by>15%, Accumulate: Upside by 5%to 15%, Hold: Downside/Upside by -5% to +5%,
Reduce: Downside by 5% to 15%, Sell: Downside by>15%

East India Securities Ltd. (http://www.eisec.com/)
Office: - 201, Garnet Palladium, Pandit Motilal Nehru Marg, Panch Bawadi, Behind Express Zone, Malad East, Mumbai — 400097

Disclosure of Interest Statement

Business activities of East India Securities

East India Securities Ltd (hereinafter referred to as “EISEC”) is a registered member of

1 Ltd (EISEC) NSE (All Segments), MCX-SX (Currency Derivatives Segment) and BSE (All segments),
Depository Participant of NSDL & CDSL.
2 Details of Disciplinary History of EISEC EISEC has not begn d.ebarred./_suspended by SEBI or anY other regulatory authority from
accessing or dealing in securities market on behalf of clients.
3 Registration status of EISEC: EISEC is registered with SEBI as a Research Analyst (SEBI Registration No INH300003231)
Rajratan Global
4 'Whether Research analyst’s or relatives’ have any financial interest in the subject company and nature of such Yes
financial interest
5 Whether Research analyst or relatives have actual / beneficial ownership of 1% or more in securities of the No
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6 Whether the research analyst or his relatives has any other material conflict of interest No
7 Whether research analyst has received any compensation from the subject company in the past 12 months and No
nature of products / services for which such compensation is received
8 Whether the Research Analyst has received any compensation or any other benefits from the subject company or No
third party in connection with the research report
9 Whether Research Analysts has served as an officer, director or employee of the subject company No
10 'Whether the Research Analyst has been engaged in market making activity of the subject company. No
1 Whether it or its associates have managed or co-managed public offering of securities for the subject company in No
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