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Strong growth trajectory to sustain, maintain
BUY!
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Stock data (as on May 9, 2023)

Result Synopsis

Apollo pipes registered higher quarterly volumes of 18,685Te (2-year CAGR 20%), a
growth of 13%YoY & 4%QoQ on account of healthy demand from plumbing segment.
The ASP came in at Rs135/Kg as compared to Rs150/Rs131 in Q4FY22/Q3FY23
respectively. With better product mix & no impact of inventory gain/loss, company’s
EBITDA/Kg stood at Rs16 in Q4FY23 Vs Rs17/Rs9 in Q4FY22/Q3FY23 respectively,
hence EBITDA margins came in at 11.7% as against 11.5%/6.8% in Q4FY22/Q3FY23
respectively.

Management has guided for a stellar revenue growth of 35%CAGR over coming 4-
years, which will be driven by 28-30% volume growth & 4-5% value growth. Company
is focused on expanding their market share across India & hence they are planning a
capex of Rs500Bn, wherein Rs1Bn will be for brownfield expansion of 25,000Te (by
Q4FY24) & Rs4Bn will be for greenfield expansion in West, South & East for setting-
up 125,000Te capacity which will come-up in staggered manner. The capex will be
funded via Rs2.60Bn equity infusion & balance via internal accruals.

With healthy industry tailwind & company’s aggressive plans to expand market share
in West, South & east, we reckon Apollo’s volumes to grow by 25%CAGR over FY23-
FY25E. Additionally, with focus on increasing contribution of plumbing portfolio, the
contribution of value added products should also expand, this should enable company
to grow their gross margins. However, owing to incremental plant cost, we believe
EBITDA/Kg will be capped at Rs16-16.5/Kg for FY24E/FY25E respectively.

We continue to value the company at P/E(x) of 30x on FY25E EPS of Rs25.2, arriving
at a target price of Rs757. Hence, we maintain our BUY rating on the stock.

Result Highlights

= Volumes stood at 18,685Te, a growth of 13%YoY & 4%QoQ (in-line with our
estimates). 2-year volume CAGR stood at 20%. FY23 vols stood at 66,567Te, a
growth of 24%YoY.

=  Revenue stood at Rs2.51Bn, a growth of 2%YoY & 6.4% QoQ. ASP came in at
Rs135/Kg as compared to Rs150/Rs131 in Q4FY22/Q3FY23 respectively. For full
year, revenue stood at Rs9.14Bn, a growth of 17%YoY. ASP for FY23 came in at
Rs137/Kg Vs Rs146 in FY22.

= EBITDA/Kg for the quarter stood at Rs1é6 Vs Rs17/Rs9 in Q4FY22/Q3FY23
respectively (as compared to our est of Rs14/Kg). Absolute EBITDA came in at
Rs295Mn, growth of 4%YoY.

Exhibit 1: Actual vs estimates

Rsmn Actual YES YES Remarks
Consensus Consensus
Sec Sec
4.4 45

Sales 2,519 2,414 2,410 Volumes were in-
EBITDA 295 266 279 10.7 5.6 gzgmates, with
EErTg?nA(%) 117 110 116 67bps  11bps EE‘I’VT%’Z;Kg s
pdusted 151 136 143 11.2 57 e ion

Source: Company, YES Sec
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INSTITUTIONAL EQUITIES

= FY23, EBITDA stood at Rs680Mn & full year's EBITDA/Kg came in at Rs10.2 (H1FY23
witnessed massive PVC price correction) Vs Rs17.3 in FY22.

= Net profit stood at Rs151Mn, a decline of 3.2%YoY & as compared to Rs49Mn profit in
previous quarter.

Exhibit 2: Quarterly Snapshot:

Q1 Q2 Q3 Q4 Q1 Q2 Q3 | Q4 % o o
i o FY22 FY22  FY22  FY22 FY23 FY23  Fy23 | Fyza | Y/Y%) a/a(%) FY22 FY23  yly(%)
Revenue 1,376 2,082 1908 2475 2189 2070 2367 | 2519 ! 18 64 7,841 9,145 16.6
Expenditure 1202 1,822 1,692 2191 1988 2045 2206 | 2225 16 09 6906 8464 22.6
-RM 986 1,526 1,392 1827 1655 1668 1795 | 1809 | (10) 08 5732 6927 20.9
- Staff Cost 87 101 111 116 120 133 1401 124 73 (11.6) 414 517 24.9
- Other cost 129 196 188 248 213 244 2711 2921 175 74 761 1,020 34.1
Operating Profit 175 260 217 284 201 25 161 295% 37 833 935 681 (27.2)
OPM(%) 127 125 113 115 92 12 68 117 | 22bps 490bps 119 74 "L"Z
Other Income 14 1 12 11 8 4 0 7 (33.0) 29085 38 20 (48.2)
Depreciation 57 62 67 71 64 70 74 761 57 19 257 284 10.5
Interest 11 7 8 18 22 22 21 24 1 394 17.9 43 89 107.3
PBT 121 192 154 206 123 (63) 661 2021 (19) 2050 673 328 (51.2)
Tax 33 51 40 49 35  (15) 17 ! 501 21 1889 174 88 (49.8)
PAT 88 141 114 156 88  (48) 491 151 (32) 2108 498 241 (51.7)
Exceptional ) ) ) ) ) : ) : ) )
o 26 318 | | 26 318 11217
Reported PAT 88 141 114 182 89 270 49 1 1511 (168) 2102 525 559 6.5
Source: Company, YES Sec
Exhibit 3: Operational Numbers:
Opearional Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 yly adlq FY22 FY23 yly
Highlights FY22 FY22  FY22 FY22 FY23  FY23  FY23 ! FY23 ! (%) (%) )
Volumes (Te) 10402 14,518 12520 16490 14,406 15465 18011 | 18685 133 37 53849 66567 236
F;Sa/'l'fg)t"’” 132 143 152 150 152 134 131 ¢ 135 (101) 2.6 146 137 (5.6)
EBITDA/Kg 17 18 17 17 14 2 9 16 8.5) 767 17 10 (41.1)

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Apollo Pipes Ltd

KEY CON-CALL HIGHLIGHTS

Company has achieved highest quarterly volumes in Q4FY23. Management is confident of
achieving 35%CAGR revenue growth for next 4years wherein volumes should grow by 28-
30% & ASP to grow by 4-5% over similar period.

Apollo Pipes has planned a capex of Rs5Bn, where in Rs1Bn will be for Dadri (greenfield) &
Dadri+Tumkur (brownfield). Further Rs4Bn will be spent for adding capacity of 125,000Te
in West, South & East (greenfield). Overall post capacity expansion, the total capacity will be
286,000Te in coming 3-4years. At a single location, minimum size of plant will be 30,000-
35,000Te.

In West management plans to set-up plant near Maharashtra & in South the plant will be
near Bangalore - Hyderabad.

Priority is west plant which will come-up by Q2FY25 followed by East & South plant in next
24-26months. Dadri will be operational by Q4FY24.

Capex will be funded via fund infusion of Rs2.6Bn & balance via internal accruals.

On working capital- company saw improvement in creditors from 63days in FY22 to 45days
in FY23 on account of better buying power due to higher scale. In North company started
cash-carry model for large clients. Management aims to maintain WC-Days at 35-40days on
sustainable basis.

Agri constituted 50% of total revenue for the company, post capacity expansion- the agri
segment revenue will be ~25% in coming years.

Current dealer inventory levels are at normalize levels at ~30-60days depending on dealers.

In current quarter, there were no Inventory gains/losses. On resin prices, management
expects prices to remain stable going ahead.

Management is focused on enhancing contribution from value added products & EBITDA/Kg
will be ~Rs16-17/Kg for coming 2-3years, however the same will expand post all new
capacities are streamlined. Company eyes Rs0.5-0.7/Kg improvement on annual basis.

With higher value-added products, ASP should improve by Rs4-5 p.a. This will lead to higher
GP margins.

Advertisement spends for FY23 was Rs160Mn (1.75%), for FY24 the same will be ~1.75%-
2.25%.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Apollo Pipes Ltd

QUARTERLY TRENDS

Exhibit 4: Volume up by 13% YoY ...

Exhibit 5: ASP came in at Rs135/kg...

Te m Sales Rs/Kg M Realization
20,000 155
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145
12,000 140
8,000 135
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4,000
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0 120
Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23
Source: Company, YES Sec Source: Company, YES Sec
Exhibit 6: Revenue increased by 6%6QoQ... Exhibit 7: EBITDA/Kg improved to Rs16...
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Source: Company, YES Sec Source: Company, YES Sec
Exhibit 8: PAT stood at Rs151Mn... Exhibit 9: Margins improved sequentially...
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Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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FINANCIALS

Exhibit 10: Income Statement

Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
Sales 7,841 9,145 12,065 15,602
COGS 5,732 6,927 8,960 11,974
COGS %sales 731 75.7 74.3 76.7
GP 2,109 2,218 3,105 3,628
GP% 26.9 24.3 25.7 23.3
EBITDA 934 681 1,415 1,768
EBITDA% 11.9 7.4 11.7 11.3
Depreciation 257 284 356 461
Finance Cost 43 89 66 66
Other Income 38 20 37 58
PBT 672 328 1,029 1,300
Tax 174 88 247 312
PAT 498 241 782 988
PAT% 6.3 2.6 6.5 6.3
Source: Company, YES Sec
Exhibit 11: Balance Sheet
Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
Share Capital 393 393 393 393
Reserves 3,660 4,179 4,961 5,949
Equity 4,053 4,572 5,355 6,342
Payables 550 1,179 1,525 2,037
Provisions 4 5 5 5
Other current Liab 415 364 364 364
Total Equity & Liab 5,438 6,619 7,748 11,798
Gross Block 3,017 3,746 4746 6,246
Acc Dep 956 1,240 1,596 2,057
Net Block 2,061 2,506 3,150 4,189
CWIP 71 56 56 56
Other Noncurrent 154 453 453 453
Inventory 1,316 1,708 2,209 2,951
Investments 2 = = =
Receivables 705 658 867 1,122
Cash & Bank 418 348 121 2,136
Loans 57 38 38 38
Other 352 553 553 553
Total Assets 5,438 6,619 7,748 11,798

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 12: Cash Flow

Y/e 31 Mar (Rs mn) FY22 FY23 FY24E FY25E
PBT 672 327 1,029 1,300
Depreciation & Amortization 257 284 356 461
Finance cost 43 89 66 66
(Incr)/Decr in Working Capital (417) 146 (365) (484)
Taxes (158) (143) (247) (312)
Cash from ops. 364 687 839 1,030
(Incr)/ Decr in PP&E (423) (728) (1,000) (1,500)
Cash Flow from Investing (368) (680) (1,000) (1,500)
(Decr)/Incr in Borrowings (256) 51 0 -
Finance cost (44) (89) (66) (66)
Cash Flow from Financing (300) (78) (66) 2,484
Incr/(Decr) in cash (304) (70) (227) 2,015
Cash and cash equivalents at beginning of year 722 418 348 121
Cash and cash equivalents at end of year 418 348 121 2,136

Source: Company, YES Sec

Exhibit 13: Ratios

Key Ratios FY22 FY23 FY24E FY25E
Growth (%)

Total Sales 51.3 16.6 31.9 29.3
EBIDTA 25.8 (27.1) 107.8 25.0
EBIT 9.9 (41.7) 162.8 24.7
PAT 11.9 (51.7) 225.1 26.3
Profitability (%)

GP Margins 26.9 24.3 25.7 23.3
EBIDTA Margins 11.9 7.4 11.7 11.3
EBIT Margins 9.1 4.6 9.1 8.8
PAT Margins 6.3 2.6 6.5 6.3
ROCE 18.1 9.5 21.8 19.0
ROE 13.2 5.6 15.8 13.9
Per Share Data (Rs)

EPS 12.7 14.2 20.0 25.2
CEPS 19.2 13.3 28.9 36.8
BVPS 103.1 116.3 136.1 226.1
Valuations (x)

P/E (x) 38.0 35.2 31.5 25.0
P/BV (x) 4.7 4.3 4.6 2.8
EV/EBIDTA 20.2 29.0 17.7 13.1
Market cap/sales 2.4 2.2 2.1 1.6
Gearing Ratios

Debt/Equity 0.1 0.1 0.1 0.0
Net Debt/Equity (0.0) 0.0 0.1 (0.2)
Net Debt/EBIDTA (0.0) 0.1 0.2 (1.0)
Int Coverage 16.7 4.7 16.7 20.8
WCC Days

Debtors & 26 26 26
Inventory 84 90 90 90
Creditors 35 62 62 62

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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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

Apollo Pipes Ltd

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 distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ are not associated persons of any U.S. regulated
broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading
securities held by a research analyst account. This report is intended for
distribution by YES Securities (India) Limited only to "Major Institutional
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated
and/or transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | IX research@ysil.in
Website: www.yesinvest.in

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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DISCLOSURE OF INTEREST

Name of the Research Analyst  : Udit Gajiwala, Vicky Waghwani

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.

I Particulars Yes/No

No.

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

2 securities of the subject company(ies) at the end No
of the month immediately preceding the date of
publication of the Research Report

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

Research Analyst has served as an officer, director

or employee of the subject company(ies) N

YSL has received any compensation from the

subject company in the past twelve months No

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

No

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
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
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 companyf(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.
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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: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -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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