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Strong operating performance; demand outlook improving

Apollo Tyres (APTY)’s Q2FY26 operating performance beat our estimate. Decline in RM basket drove strong margin
improvement. Domestic replacement demand is expected to pick pace going ahead. OE segment, which was declining
for APTY owing to product portfolio revamp (shifting to larger rim sizes), has stabilised and may start seeing recovery
going forward. Capacity addition could support growth in international markets. Benign RM basket is expected to
support healthy margin performance in the near term. Restructuring of EU operations is likely to structurally improve
profitability for APTY from FY27 onwards. We increase our EPS for FY26-28E by 1-4% owing to better-than-expected
margin performance. Maintain BUY with a revised TP of INR 620 (earlier INR 615), based on 15x FY27E EPS.

Q2FY26: Standalone/Consol. revenue broadly in-line; EBITDA
beats estimate

APTY reported standalone revenue of INR 47.1bn (+6% YoY/flat QoQ), broadly
in line with our estimate. EBITDAM stood at 15.3% (+320bps YoY/+160bps
QoQ), 130bps above our estimate. On a consol. basis, revenue stood at INR
68.3bn (+6% YoY/+4% QoQ). EBITDAM stood at 14.9% (+130bps
YoY/+170bps QoQ), 90bps ahead of our estimate. Exceptional loss stood at
INR 1.8bn related to restructuring cost for its Netherlands plant. Adj. consol.
PAT stood at INR 4.4bn (+45% YoY/+14% QoQ).

Demand outlook for India and EU
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Market Data

India business: Segment-wise growth — Replacement: +2% YoY; OE: +4% YoY;  Market Cap (INR) 329bn
Exports — grew in double digits YoY. Overall volume growth was 4% YoY in  Market Cap (USD) 3,713mn
Q2FY26. Within vehicle segments, Farm and 2W/3W led growth. TBR/PCR ELou‘ir:rzeégdZOde AAPFLT)YE;S
volumes remained steady. APTY indicated that corrective actions takeninthe 5 Range (INR) 557 /368
last few quarters have arrested its replacement market share loss —it remains  Free Float (%) 51.0
steady QoQ at 29%/20% for the TBR/PCR segments. Overall, APTY expects  ADTV-3M (mn) (USD) 6.8
growth to pick pace (mid-to-high single-digit volume growth) going ahead led
by GST rationalisation and pick-up in capex/mining activities. Price Performance (%) 3m 6m 12m
Europe/ International business: APTY continues to outperform the underlying Abs°'_”te 200 91 3l
industry during Q2. The company indicated that while the demand situation in Relative to Sensex 1515l 0l
EU remains challenging, it is gradually improving and expects
volumes/revenue to grow by low single digit going forward. ESG Score 2023 2024  Change
ESG score 718 73.3 1.5
. . Environment 61.5 64.7 3.2
Financial Summqry Social 77.0 79.1 2.1
Y/E March (INR mn) FY25A FY26E FY27E FY28E Governance 74.4 77.2 2.8
Net Revenue 2,61,234 277,468 2,95,049 3,14,441 Note - Score ranges from 0 - 100 with a higher
EBITDA 35715 40,097 45,026 50,615 score indicating higher ESG disclosures.
EBITDA % 13.7 145 15.3 16.1 Source: SES ESG, I-sec research
Net Profit 12,893 16,665 21,234 26,079
EPS (INR) 20.3 26.2 334 41.1 Earnings FY26E  FY27E FY28E
EPS % Chg YoV (28.3) 293 27.4 228 Revisions (%)
P/E (x) 25.6 1938 155 126 Revenue 0.2 0.2 0.3
EV/EBITDA (x) 102 87 7.4 6.1 EBITDA 2.0 0.5 0.4
RoCE (%) 8.6 10.1 121 139 EPS 37 0.7 0.6
RoE (%) 9.0 10.9 129 14.2

Previous Reports

09-08-2025: Q1FY26 results review

15-05-2025: Q4FY25 results review

Please refer to important disclosures at the end of this report
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Margin outlook

India business: During Q2, APTY’s RM basket cost declined ~3% QoQ; and the
company expects to remain steady or decline slightly in Q3FY26. Europe business:
During Q2, margins for EU operations were impacted owing to restructuring exercise.
However, improvement in volumes (on ramp-up of new Hungary capacity), focus on
richer mix and moderation in RM basket cost may support margins for EU operations.

Restructuring/closure of Dutch plant

APTY’s plan to discontinue tyre production at its Dutch plant is under works. In H1,
APTY made a provision for restructuring cost of INR 5.5bn towards estimated payouts
to employees at this plant (cash outflow in FY27). This is basis its consultation with
Dutch Works Council. APTY expects production at this plant to continue till Jun’26; post
which, it plans to cater to this demand through additional capacity created at Hungary
and AP plants.

Exhibit 1: Q2FY26 result review (consolidated)

INR mn Q2FY26 Q2FY25 % YoY Q1FY26 % QoQ Q2FY26E % A/E
Sales 68,311 64,370 6.1 65,608 4.1 67,895 0.6
RM 37,356 35,565 5.0 36,684 1.8 37,119 0.6
as a % of sales 54.7 55.2 -60bps 55.9 -120bps 54.7 Obps
Employee Exp 8,786 7,697 14.1 8,696 1.0 9,046 -29
as a % of sales 129 12.0 90bps 133 -40bps 13.3 -50bps
Other Costs 11,962 12,330 -3.0 11,550 3.6 12,184 -1.8
as a % of sales 17.5 19.2 -160bps 17.6 -10bps 17.9 -40bps
Expenditure 58,103 55,591 4.5 56,930 2.1 58,349 -0.4
EBITDA 10,207 8,779 16.3 8,677 17.6 9,546 6.9
EBITDA Margin (%) 14.9 13.6 130bps 13.2 170bps 14.1 90bps
Other Income 297 217 37.2 189 57.4 225 32.2
Interest 1,010 1,197 -15.6 1,006 0.5 1,000 1.0
Depreciation 3,834 3,759 2.0 3,776 15 3,810 0.6
PBT 5,660 4,040 40.1 4,085 38.6 4,961 14.1
Tax 1,280 1,015 26.2 255 402.5 1,240 3.2
Tax rate (%) 22.6 25.1 -250bps 6.2 1640bps 25.0 -240bps
PAT (Adjusted) (1,800) (52) NA (3,702) NA - NA
PAT Margin (%) 0.9 1.4 -40.3 0.6 45.8 0.0
EPS (INR) 4,380 3,025 44.8 3,830 14.4 3,721 17.7

Source: Company data, I-Sec research

Exhibit 2: Q2FY26 result review (standalone)

INR mn Q2FY26 Q2FY25 % YoY Q1FY26 % QoQ Q2FY26E % A/E
Sales 47,149 44,617 5.7 47,254 -0.2 47,451 -0.6
RM 29,212 28,345 3.1 29,925 -2.4 29,657 -15
as a % of sales 62.0 63.5 -160bps 63.3 -140bps 62.5 -50bps
Employee Exp 3,237 2,773 16.7 3,241 -0.1 3,322 -2.6
as a % of sales 6.9 6.2 70bps 6.9 Obps 7.0 -10bps
Other Costs 7,495 8,111 -7.6 7,640 -1.9 7,829 -4.3
as a % of sales 159 18.2 -230bps 16.2 -30bps 16.5 -60bps
Total expenditure 39,943 39,228 18 40,806 -2.1 40,808 -2.1
EBITDA 7,206 5,389 33.7 6,447 11.8 6,643 8.5
EBITDA Margin (%) 15.3 12.1 320bps 13.6 160bps 14.0 130bps
Other Income 301 248 21.2 151 99.6 175 719
Interest 833 873 -4.6 858 -3.0 850 -2.0
Depreciation 2,338 2,327 0.5 2,346 -0.3 2,360 -0.9
PBT 4,335 2,437 77.9 3,394 27.7 3,608 20.2
Tax 1,528 748 104.1 1,155 323 1,227 24.5
Tax rate (%) 35.2 30.7 450bps 34.0 120bps 34.0 120bps
PAT (Adjusted) 2,808 1,689 66.3 2,239 25.4 2,381 17.9
PAT Margin (%) 6.0 3.8 220bps 4.7 120bps 5.0 90bps
EPS (INR) 4.4 2.7 66.3 3.5 254 3.7 17.9

Source: Company data, I-Sec research
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Exhibit 3: Estimates revision

(0] Revised % Change Old Revised % Change (o] ¢ Revised % Change
Revenue (INR bn) 276.8 277.5 0.2% 294.3 295.0 0.2% 313.6 314.4 0.3%
EBITDA (INR bn) 393 40.1 2.0% 44.8 45.0 0.5% 50.4 50.6 0.4%
EBITDA margin (%) 14.2% 14.5% 30bps 15.2% 15.3% 10bps 16.1% 16.1% -
PAT (INR bn) 16.1 16.7 3.7% 21.1 21.2 0.7% 25.9 26.1 0.6%
EPS (INR) 25.3 26.2 3.7% 33.2 334 0.7% 40.8 41.1 0.6%

Source: I-Sec research

Downside risks
e Significant increase in RMB cost and lag in pass-through impacting profitability.

e Higher competitive intensity leading to pricing pressure and impact on profitability.

Exhibit 4: Standalone revenue and growth trend Exhibit 5: Standalone RM/kg and EBITDA/kg trend
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Source: Company data, I-Sec research Source: Company data, I-Sec research

Exhibit 6: Consolidated revenue and growth trend Exhibit 7: Consolidated RM and EBITDAM trend

mmmm Consolidated Sales (INR bn) — e==YoY Growth
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Exhibit 8: Shareholding pattern Exhibit 9: Price chart
% Mar25 Jun‘25 Sep‘25 600
Promoters 37.4 37.0 37.0 500
Institutional investors 40.3 399 38.8 400
MFs and others 18.7 18.5 17.7 300
Fls/Banks 0.4 0.7 0.7 DZE 200
Insurance 7.8 8.4 8.5 =
100 -+ T T T T T T T T T T T T
Flls 13.4 12.3 11.9 N EEE
o [3) O 3 o [ O 3 o [ O 3 [e)
z w = < z w = < z w = < z
Source: Bloomberg, I-Sec research Source: Bloomberg, I-Sec research
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Financial Summary

Exhibit 10: Profit & Loss
(INR mn, year ending March)

FY25A FY26E FY27E FY28E
Net Sales 2,61,234 2,77,468 2,95,049 3,14,441
Operating Expenses 47,276 48,939 51,493 54,180
EBITDA 35,715 40,097 45,026 50,615
EBITDA Margin (%) 13.7 145 15.3 16.1
Depreciation & 14,984 15248 15425 15875
Amortization
EBIT 20,732 24,849 29,601 34,740
Interest expenditure 4,466 3,294 1,967 662
Other Non-operating as1 966 1,060 1163
Income
Recurring PBT 17,146 22,521 28,694 35,241
Profit / Loss from
Associates ) ) ) )
Less: Taxes 4,253 5,855 7,460 9,163
PAT 12,893 16,665 21,234 26,079
Less: Minority Interest (7) - - -
Extraordinaries (Net) (1,687) (3,702) - -
Net Income (Reported) 11,213 12,963 21,234 26,079
Net Income (Adjusted) 12,893 16,665 21,234 26,079
Source Company data, I-Sec research
Exhibit 11: Balance sheet
(INR mn, year ending March)
FY25A FY26E FY27E FY28E
Total Current Assets 1,03,351 1,07,356 1,15827 1,29,865
of which cash & cash eqv. 8,975 10,048 11,852 18,540
Total Current Liabilities & 58912 67,143 70,304 73,689
Provisions
Net Current Assets 44,438 40,213 45,522 56,176
Investments 452 3,452 6,452 9,452
Net Fixed Assets 161,736 158,842 153,258 1,47,322
ROU Assets - - - -
Capital Work-in-Progress 4,354 3,341 3,439 3,539
Total Intangible Assets 2,374 2,374 2,374 2,374
Other assets - - - -
Deferred Tax assets (17,195) (17,645) (18,219) (18,924)
Total Assets 1,96,160 1,90,577 1,92,827 1,99,939
Liabilities
Borrowings 44,104 29,104 14,604 104
Deferred Tax Liability - - - -
Provisions 4,399 4,662 4,942 5,239
Other Liabilities - - - -
Equity Share Capital 635 635 635 635
Reserves & Surplus 147,022 156,175 1,72,645 1,93,960
Total Net Worth 1,47,657 156,810 1,73,280 1,94,596
Minority Interest - - - -
Total Liabilities 1,96,160 1,90,577 1,92,827 1,99,939
Source Company data, I-Sec research
Exhibit 12: Quarterly trend
(INR mn, year ending March)
Dec-24  Mar-25 Jun-25  Sep-25
Net Sales 69,280 64,236 65,608 68,311
% growth (YOY) 5.0% 2.6% 3.6% 6.1%
EBITDA 9,470 8,374 8,677 10,207
Margin % 13.7% 13.0% 13.2% 14.9%
Other Income 81 275 189 297
Extraordinaries -42 -1,188 -3,702 -1,800
Adjusted Net Profit 3,413 3,032 3,830 4,380

Source Company data, I-Sec research

Exhibit 13: Cashflow statement
(INR mn, year ending March)

N
Operating Cashflow 13,775 35,838 34,060 37,488
Working Capital Changes (16,007) 5,298 (3,506) (3,965)
Capital Commitments (9,907) (11,341) (9,939) (10,039)
Free Cashflow 3,868 24,497 24,120 27,449
Other investing cashflow 5,746 (2,034) (1,940) (1,837)
Cashflow from Investing
Activities (4,161) (13,374) (11,879) (11,876)
Issue of Share Capital - - - -
Interest Cost (1,738) (2,580) (1,113) 339
Inc (Dec) in Borrowings (4,947) (15,000) (14,500) (14,500)
Dividend paid (3,176) (3,811) (4,763) (4,763)
Others - - - -
Cash flow from
Financing Activities (9,860) (21,391) (20,377)  (18,924)
Chg. in Cash & Bank (246) 1,073 1,804 6,689
balance
Closing cash & balance 8,975 10,048 11,852 18,540

Source Company data, I-Sec research

Exhibit 14: Key ratios

(Year ending March)

FY25A FY26E FY27E FY28E
Per Share Data (INR)
Reported EPS 20.3 26.2 334 41.1
Adjusted EPS (Diluted) 20.3 26.2 334 41.1
Cash EPS 43.9 50.2 57.7 66.1
Dividend per share (DPS) 5.0 6.0 7.5 7.5
Book Value per share (BV) 2325 246.9 272.8 306.4
Dividend Payout (%) 24.6 229 22.4 18.3
Growth (%)
Net Sales 2.9 6.2 6.3 6.6
EBITDA (19.7) 12.3 12.3 124
EPS (INR) (28.3) 293 27.4 22.8
Valuation Ratios (x)
P/E 25.6 19.8 155 126
P/CEPS 118 10.3 9.0 7.9
P/BV 2.2 2.1 19 17
EV /EBITDA 10.2 8.7 7.4 6.1
EV /Sales 14 13 1.1 1.0
Profitability Ratios
Gross Profit Margins (%) 31.8 32.1 327 33.3
EBITDA Margins (%) 13.7 145 15.3 16.1
EBIT Margins (%) 7.9 9.0 10.0 11.0
Net Profit Margins (%) 4.9 6.0 7.2 8.3
RoCE (%) 8.6 10.1 12.1 13.9
ROE (%) 9.0 109 12.9 14.2
Dividend Yield (%) 1.0 1.2 1.4 1.4
Operating Ratios
Fixed Asset Turnover (x) 1.6 1.7 1.9 2.1
Inventory Turnover Days 72 70 70 70
Receivables Days 43 40 40 40
Payables Days 47 55 55 55
Effective Tax Rate (%) 248 26.0 26.0 26.0
Net Debt / Equity (x) 0.2 0.1 0.0 (0.1)
Net Debt / EBITDA (x) 1.0 0.5 0.1 (0.4)

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran®@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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I/We, Ronak Mehta, CA; Vivek Kumar, MBA; Vishakha Maliwal, MBA (Finance); authors and the names subscribed to this report, hereby certify that all of the views expressed
in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or
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