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Venus Pipes and Tubes

Capacity addition, strong volume momentum to continue; retaining a Buy

Over the last five years, Venus Pipes and Tubes enhanced its cumulative
capacity by 4.1x to 38,400 tonnes. Under the next leg of expansion, it is
enhancing its presence in high-grade stainless steel/titanium-welded
tubes, fittings and seamless pipes/tubes, thus taking the cumulative
capacity to 46,800 tonnes. The company’s increased installed capacity
resulted in market-share gain (from 3.6% to 6.2% over FY20-24) and
helped outpace peers, thanks to its ~28% volume CAGR over FY20-24.
Further, strengthening seamless pipes’ backward integration by
producing mother hollow pipes (~14,400 tonnes) de-risked merchant
procurement and aided profitability; the EBITDA margin rose ~570bps
over FY23-24. We expect 24%/26%/28% revenue/EBITDA/APAT
CAGRs over FY24-27 on the company’s expanded capacity, enhanced
product portfolio, improved backward integration, increased domestic
market share, higher exports and imposition of ADD/CVD on RM
imports. We, thus, retain a Buy rating, with a TP of Rs1,700/share.

Capacity expansion. The company’s Rs1.8bn capex is for setting up high-grade
stainless steel/titanium-welded tubes (3,600 tonnes) by Mat’25, a fittings project
by Sep and seamless pipes/tubes (4,800 tonnes) by Dec. Venus is also expected
to set up a 4,800-tonne piercing line capacity- backward integration of seamless
pipes; this would further aid profitability. 40% of the capex is funded through
issue of warrants and the balance would be via long-term borrowings and internal
accruals. Expanding the product portfolio and foraying into high-margin VAPs
present an opportunity for high RoCE, which will aid margins further.

Increase in market share and exports. Increase in seamless capacity by 6.9x
and welded by 3.3x pushed the company’s market share to 6.2% (from 3.6%)
during FY20-24. Further, the enhanced capacity, presence across VAPs and the
robust global dealer network drove exports ~36x since FY20. The company’s 9M
FY25 exports contributed ~32.2% to total revenue.

Outlook, Valuation. The company would continue its volume momentum;
considering its focus on capacity expansion, backward integration and robust
global presence, we retain our Buy rating with a TP of Rs1,700 (weighted average
method). Risks: Slowdown in domestic demand, exports; delay in capex timeline.
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Key data VENUSPIP IN / VENS.BO
52-week high / low Rs2490 /1170
Sensex / Nifty 73829 /22397
3-m average volume $1.3m
Market cap Rs.27bn / $311.7m
Shares outstanding 20m

Shareholding pattern (%) Dec’24  Sep’24 Jun’24

Promoters 481 479 487
- of which, Pledged - - -
Free float 51.9 521 513
- Foreign institutions 43 53 51
- Domestic institutions 141 14.2 13.2
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Key financials (YE Mar) FY23 FY24 FY25e FY26e FY27e
Seamless pipes capacity (tonnes) 3,600 14,400 14,400 19,200 19,200
Welded pipes capacity (tonnes) 8,400 24,000 24,000 27,600 27,600
Seamless pipes volume (tonnes) 5,370 10,555 11,989 12,480 15,360
Welded pipes volume (tonnes) 7,757 11,557 14,400 21,840 25,500
Revenue (Rs m) 5,524 8,022 9,320 12,763 15,405
EBITDA (Rs m) 691 1,463 1,657 2,339 2,899
EBITDA margin (%) 125 18.2 17.8 18.3 18.8
Adj. PAT (Rs m) 442 860 874 1,316 1,802
EPS (Rs) 218 424 431 63.8 87.3

Source: Company, Anand Rathi Research
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13 March 2025 Venus Pipes and Tubes- Capacity addition, strong volume momentum to continue; retaining a Buy

Quick Glance - Financials and Valuations (consol.)

Fig 1 - Income statement (Rs m) Fig 2 - Balance sheet (Rs m)
Year-end: Mar FY23 FY24 FY25e FY26e FY27e  yearend: Mar FY23  FY24 FY25e FY26e  FY27e
Installed capacity (tonnes) 12,000 38,400 38,400 46,800 46,800 Share capital 203 203 203 206 206
Seamless pipes volume (tonnes) 5,370 10,555 11,989 12,480 15,360 Net worth 3222 4061 4915 6567 8328
Welded pipes volume (tonnes) 7,757 11,557 14,400 21,840 25,500 Total Debt 905 1,493 2,893 3643 3,143
Revenue 5524 8,022 9,320 12,763 15405 DTL/ (Assets) 15 75 75 75 75
Growth (%) 428 452 162 369 207 Others 6 1 11 11 11
Total expenses 4833 6559 7663 10424 12505  Capital employed 4147 5639 7,894 10,296 11,557
EBITDA 691 1463 1657 2,339 2899  Nettangible assets 508 2,810 4102 4251 4323
EBITDA margins (%) 12.5 182 178 183 188 Net intangible assets 1 8 7 4 2
EBITDA/tonne (blended) 52,646 66,170 62,789 68,157 70,954 CWIP 1,216 121 446 485 506
Depreciation 20 18 185 213 209 Othernon-current assets 251 83 83 83 83
Other income 2432 75 75 75 |nventories 1669 2259 2625 3,505 4,339
Interest expenses 98 221 3710 429 339 Receivables 705 1,771 2,058 2,818 3402
PBT before excep. items 597 1,156 1,177 1,771 2,426 Cash 108 10 212 1,265 1,544
PBT after exceptional items 597 1,156 1,177 1,771 2,426 Bank balance (incl. invest.) 181 97 97 97 97
Effective tax 155 297 302 455 623 Othercurent assets 346 415 483 661 798
Reported PAT 442 860 874 1,316 1,802 Payables 741 1,738 2,020 2,766 3,338
Adj. PAT 442 860 874 1316 1802  Other current liabiliies 186 198 198 198 198
Growth (%) 396 945 17 505 369  capital deployed 4147 5639 7,894 10,296 11,557
Fig 3 - Cashflow statement (Rs m) Fig 4 - Ratio analysis
Year-end: Mar FY23 FY24 FY25e FY26e FY27e  yeqrend: Mar FY23 _ FY24  FY25e  FY26e FY27e
EBITDA 691 1463 1657 2339 289  Epg (R M8 424 431 638 873
+ other adj. 24 9 - - © PE® 585 301 296 200 146
- Incr. / (decr.) in WC 304 731 438 1162 82 ppyy 80 64 53 40 32
Others incl. taxes -187  -201 -302 455 -623 EV/EBITDA (x) 383 18.6 172 122 96
CF from op. activity 87 522 916 722 1,384 RoE (%) 137 212 178 200 216
- Capex (tang. + intang.) -1,619 -1,074 -1,800 -400  -300 RoCE (%) 168 244 196 214 239
Free cash-flow -1,532  -652  -884 322 1,084 DPS (Rs) 1.0 1.0 1.0 15 20
Others %5 171 75 75 75 Dividend payout (%) 46 24 23 24 23
CF from inv. activity -1,674 997 1,725 -325  -225 Net debt / EBITDA (x) 0.9 0.9 16 10 05
Equity raised 1,505 - - 3 - Inventory (days) 109 101 101 101 101
- Div. (incl. buyback & taxes) -10 -20 -20 -31 -41 Debtors (days) 46 79 79 79 79
+ Debt raised 268 589 1,400 750  -500 Payable (days) 48 78 78 78 78
Others 68 191 370 66 -339  EBITDA margins (%) 125 182 178 183 188
CF from fin. activity 1,694 378 1,010 656  -880 Net profit margins (%) 80 107 94 103 117
Closing bal. (incl. bank bal.) 108 10 212 1,265 1,544  EBITDA/tonne (blended) 52,646 66,170 62,789 68,157 70954
Source: Company, Anand Rathi Research Source: Company, Anand Rathi Research
Fig 5 - Price movement Fig 6 — Capacity utilization expected to improve
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Venus Pipes and Tubes- Capacity addition, strong volume momentum to continue; retaining a Buy

I Enhanced capacity to drive

performance

FY19-27: Cumulative capacity to grow 6.8x, at ~27% CAGR

Since CY22, the company has been relentlessly enhancing its cumulative
installed capacity. Funds raised during its IPO in May’22 were utilized to
increase its cumulative capacity by 3.5x to 38,400 tonnes in FY24 (from
10,800 tonnes in FY22). The company also utilized capex for strategic
initiatives such as seamless pipes’ backward integration. It successfully
integrated a 14,400-tonne mother hollow pipe facility, thus achieving RM
security and a competitive edge. Its successful backward integration and
capacity ramp-up aided profitability, with the EBITDA margin improving
~570bps y/y to 18.2% in FY24.

The company has been focussed on enhancing its capacity and broadening
its product portfolio. Earlier, maximum sizes offered were seamless-
114.3mm and welded- 219.3mm. However, the company has expanded its
horizons now and offers up to 219.3mm in seamless and 1,422.4mm in
welded. By producing larger-diameter pipes, it not only increased its share
of VAPs, but also enhanced its domestic/global presence, which
translated to better EBITDA margins.

Fig 7 - Product portfolio expansion

I
1 1
Previous ; Current :
Particulars i :
1 1
Size (mm) Capacity ! Size (mm) Capacity :
1 |
1 1
Seamless 6-114.3 3,600 MTPA | 6-219.3 14,400 MTPA i,
U 1
T |
Welded 6-219.3 8,400 MTPA i 6-1,422.4 24,000 MTPA i
1 I
1 |
. NA ~14,400 MTPA i |
1 1
Mother Hollow L“"“'“““‘f.‘ “““““ !
(Backward Integration NA 0 With some additional cost &
for Seamless Pipes) modifications, the company can now
produce Mother Hollow Pipes up to
~14,400 MT

Source: Company

The company continued with its capacity enhancement momentum and
is currently undertaking multiple capex projects in a phased manner. It
has earmarked Rs1.8bn for setting up high-grade stainless steel/titanium-
welded tubes (3,600 tonnes) by Mar’25, a fittings project by Sep and
seamless pipes/tubes (4,800 tonnes) by Dec. It is also expected to set up
a 4,800-tonne piercing line capacity - backward integration of seamless
pipes; this would further aid profitability. Post capex completion, the
company’s cumulative installed capacity is expected at 46,800 tonnes.

Among its offerings, seamless pipes/tubes have the highest ASP and
EBITDA/tonne. Welded pipes/tubes command ASP of Rs270-280/kg
and EBITDA of Rs33-36/kg; seamless pipes/tubes command ASP of
Rs415-430/kg and Rs80-85/kg EBITDA. The upcoming titanium-
welded facility would aid and is expected to command EBITDA of Rs52-
56/kg. With the ongoing capex, the company’s TAM is expected to
expand, along with its foray into newer sectors. Titanium tubes find
applications across chemical, power, nuclear sectors, etc. The product is

Anand Rathi Research



13 March 2025 Venus Pipes and Tubes- Capacity addition, strong volume momentum to continue; retaining a Buy

used where hygiene or purity is important. Similarly, the fittings project is
a natural progression of the company’s existing offerings. Post the
completion of existing capex, the company will cater to sectors like
chemicals, engineering, fertilizers, power, pharmaceuticals, food
processing, paper, oil and gas, acrospace, etc.

Fig 8 - Installed capacity (tonnes

Capacity FY19 FY20 FY21 FY22 FY23 FY24 FY25e FY26e FY27e CAGRs
Seamless 2,100 2,100 3,600 3,600 3,600 14,400 14,400 19,200 19,200 319
Welded 4,800 7,200 7,200 7,200 8,400 24,000 24,000 27,600 27,600 244
Total 6,900 9,300 10,800 10,800 12,000 38,400 38,400 46,800 46,800 27.0
Backward integration 14,400 14,400 19,200 19,200

Source: Company, Anand Rathi Research

Fig 9 - Capacity and volumes (tonnes)
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Over FY20-24, robust capacity expansion helped the company’s volume
momentum, which aided in outpacing domestic peers such as Ratnamani
(RMT), Jindal Saw (JSAW), Welspun Group (WLCO), etc. The company
clocked a 28% volume CAGR over FY20-24, compared to RMT’s 3%
volume CAGR. Venus efficiently utilized its expanded capacity by
catering to strong domestic demand and enhancing its global presence. In
FY24, the company utilized ~64% of its enhanced seamless capacity and
20% of its expanded welded capacity, which pushed its domestic market
share to 6.2% in FY24 (from 3.6% in FY20).

Fig 10 - Domestic peers’ volumes (SS)
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13 March 2025 Venus Pipes and Tubes- Capacity addition, strong volume momentum to continue; retaining a Buy

Fig 11 - Market share (seamless pipes/tubes) Fig 12 - Market share (welded pipes/tubes)
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Fig 13 - Foraying into fittings solutions

> ing offerings to include comprehensive range of fittings solutions

Building on our reputation and execution track record, we are diversifying our product
portfollo to encompass a wide selection of fittings, leveraging our expertise to provide
complete PFF (Piping, Fittings & Flanges) solutions to our customers across industries

Faster approval on back of proven track record of serving diverse clients
2 Our longstanding commitment in delivering top-notch solutions to our clients has earned us a

loyal clientele base with trust, which will enable us in getting faster approvals
Mu\ruur(lj > ¢ I y to pipes busil low competition a strategic advantage

‘ Fittings represent a value-added product line that complements our pipes business, with only a

handful of competitors in the industry. This advantageous position provides us with a strategic
edge over competition allowing us to offer a basket of products and increasing our SKUs to
position ourselves as complete fittings solutions provider

{>  Existing wastages/scrap key raw material for fittings solutions
Internal wastages generated from pipes business will form a part of raw material used far
4 fittings business along with wastage procurement from other players, allowing us to save
high raw material costs thereby enhancing our profitability

Fitting companies play a vital role in facilitating the efficient operation of industrial processes by providing high-quality fittings that enables
the seamless flow and control of fluids and gases within complex piping systems

Source: Company

The fitting solutions project offers four unique propositions: a) A wide
product range: VAPs such as elbows, tees, reducers, joints, flanges, etc.,
designed to meet specific requitements of various applications/industties.
b) Material: to ensure compatibility with the substances being transported;
¢) Customization: tailored fittings according to clients' requirements and
d) Quality: adherence to strict standards to ensure reliability, durability and
product safety.

Fig 14 — VAP — Welded tubes

““

Introducing a specialised product line of stainless and titanium welded tubes

Value Added Product Line 28 SRS S edge and

Capacity Expansion

These specialized tubes represent critical innovation in an industry where such

o products are manufactured by only a select few players Revenue Growth &
ow Compatition High precision engineering which makes it difficult for other players to enter the Margin Improvement
market
High refiability in eritical These valu‘era:ded‘ tubes are‘ualllzdl g mevdlemand:’nl |r!d'usma'l icrasad Mackat
wovllcations e binivincs

We will manufacture both ~ Hygienic SS & Titanium grade of Tubes allowing us to
Increased sector outreach diversify into sectors requiring critical application such as food processing, pharma
along with nuclear and power sector as well

Value Added
Premium Products

Source: Company
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Venus Pipes and Tubes- Capacity addition, strong volume momentum to continue; retaining a Buy

J| ApD/CVD on imports

In Dec’22, to counter dumping of lower-priced products, the DGTR
imposed ADD for five years on stainless steel (SS) seamless pipe/tube
(HS code 7304) imports from China. Till Dec’27, duties ranged from $114
to $3,801 a tonne, depending on the supplier. The imported stainless steel
seamless pipes/tubes were used by sectors such as oil and gas,
petrochemicals, refineries, atomic energy, power generation, etc.

In Sep’24, the government extended the CVD on imports of welded SS
pipes/tubes from China and Vietnam for an additional five years, to
support the domestic industry. The duty, which was originally introduced
in 2019, was 11.96-29.88% (% of CIF). Additionally, in Nov’24, the
government imposed ADD on welded SS pipe/tube imports from
Vietnam and Thailand. The duty (ranging from $246 to $307 per tonne)
was imposed for five years.

In Feb’25, to enhance product quality and ensure consumer safety, the
government imposed mandatory quality control orders (QCO) for SS
seamless pipes/tubes (to be effective from Aug). The goal of QCO is to
prevent the influx of inferior products. Failure to meet the standard would
attract severe penalties.

Fig 15 - ADD/CVD and QCO

ADD on import of SS seamless

pipes/tubes from China $114-3,801 per tonne Till Dec’27

CVD on import of welded SS

pipes/tubes from China and 11.96-29.88% % of CIF value; for 5 years
Vietnam

ADD on welded SS pipe/tube

imports from Vietnam and Thailand $246-307 per tonne For5 years

QCO for SS seamless pipes/tubes - Effective Aug'25

Source: Company, Anand Rathi Research
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I Q3 FY25 Results Highlights

Fig 16 — Quarterly trend
(Rsm) Q1 FY24 Q2FY24 Q3 FY24 Q4 FY24 Q1 FY25 Q2FY25 Q3FY25 % YIY % QIQ

Revenue from seamless division 1,116 1,083 1,157 1,240 1,358 1,309 1,252 8.21 -4.35
Revenue from welded division 608 775 857 892 941 763 891 3.97 16.78
Others 72 55 57 109 102 218 170 198.25 -22.02
Total revenue 1,796 1,914 2,071 2,241 2,401 2,289 2,313 11.67 1.03
EBITDA 276 347 390 450 479 410 37 -4.95 -9.40
EBITDA margin (%) 15.35 18.12 18.85 20.09 19.96 17.89 16.04
Other income 6 5 20 1 10 37 10
Depreciation 14 29 37 38 43 46 48
Finance cost 33 50 62 75 77 82 91
PBT before EO 234 272 312 338 370 318 242
EO - - - - - - -
PBT after EO 234 272 312 338 370 318 242
Tax 60 70 79 88 94 81 62
Reported PAT 174 203 233 250 276 237 180
APAT 174 203 233 250 276 237 180 22.78 -24.02
APAT margin (%) 9.69 10.59 11.24 11.17 11.48 10.33 7.77

Source: Company, Anand Rathi Research

Fig 17 - Segmental revenue break-up (Rs m)
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Fig 18 — Share of exports in total revenue
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Venus Pipes and Tubes- Capacity addition, strong volume momentum to continue; retaining a Buy

Financial performance

We expect 27%/29% capacity/volume CAGRs over FY19-27. Blended
capacity utilization is expected to increase from 57.6% in FY24 to 87.3%
in FY27, driven by the company’s enhanced capacity, its foray into newer
VAP segments, increase in its share of exports, etc.

Fig 19 - 27% capacity and 29% volume CAGRs over FY19-27 Fig 20 - Capacity utilization expected to cross 87% by FY27
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Over FY24-27, revenue CAGR of 24% is expected. The enhanced
capacity would drive revenue, which would reach Rs15,405m by FY27.

Fig 21 — Revenue (Rs m)
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Source: Company, Anand Rathi Research

We expect EBITDA margin to improve to >18.5% by FY27, from 16-
17% now. Despite multiple mother hollow and seamless pipe mills
coming on stream over the last few years, we believe organized players
would continue to gain market shares from unorganized ones. Once VAP
and fittings segments are commissioned, margins would further improve.
The company plans to strengthen its position as a comprehensive piping
solutions provider for marquee sectors. Also, its focus on export
geographies would garner better realizations and margins.

Anand Rathi Research
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Fig 22 - EBITDA margin expected to surpass 18.5% by FY27
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Source: Company, Anand Rathi Research

Working capital would remain a challenge due to long inventory holding
period and the weak domestic market. Though working capital days have
reduced over the last two years but are still higher vs. industry standard.
Company usually contracts the orders and hence to avoid RM and other
fluctuations, the inventory days remain elevated. The company’s debt
would likely improve after peaking at Rs3,643m in FY26. Until the current
phase I and II capex are commissioned, debt would remain elevated.

Fig 23 - Gross debt and cash & cash equivalents (Rs m)
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Venus Pipes and Tubes- Capacity addition, strong volume momentum to continue; retaining a Buy

I Valuation

Phase I and I capex, which are expected to enhance the share of VAPs,
are progressing per timeline. Once commissioned, the cumulative capacity
would grow 6.8x to 46,800 tonnes over FY19-27. Also, presence in VAPs
and its robust global dealer network drove the company’s exports ~36x
since FY20; the company now exports to over 25 geographies across four
continents.

Over the last few years, the company also enhanced RM integration by
setting up a 14,400-tonne mother hollow pipe capacity, which helped
improve EBITDA margins. To strengthen backward integration of
seamless pipes, the company is also undertaking a 4,800-tonne piercing
line capacity. The company’s foray into VAPs, along with enhanced
backward integration would boost margins ahead.

Further, ADD/CVD for five years on import of seamless and welded
pipes/tubes from China, Vietham and other geographies ensure a level-
playing field for domestic manufacturers.

We expect 24%/26%/28% revenue/EBITDA/APAT CAGRs over
FY24-27. We retain our Buy rating with a TP of Rs1,700 (weighted
average method).

Fig 24 — TP calculation
aluation method Multiple Eq. value Weight (%)

EV/EBITDA 12 1,637 50
P/E 20 1,746 30
P/BV 35 1,412 5
M-Cap/Revenue 25 1,865 15
Weighted average TP 1,700

Source: Anand Rathi Research Rounded off to nearest 10s

Risks

B Slowdown in domestic demand/exportts.

B Delay in capex timeline.
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