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BSE SENSEX S&P CNX
26242.38 8061.30
(INR CRORES)
Y/E MARCH FY16 FY17E FY18E
Revenue 4,103 4,500 5,340
EBITDA 282 329 406
EBITDA Margin 6.9% 7.3% 7.6%
NP (Adj.) 126 146 195
EPS (Adj.) 42.9 62.5 83.2
EPS Growth 97% 16% 33%
BV/share 242 291 355
Core ROE (%) 24 23 26
Core ROCE (%) 22 21 25
P/E (X) 21.3 14.6 11.0
P/BV (x) 3.8 3.1 2.6
KEY FINANCIALS
Diluted Shares (cr) 2.3
Market Cap. (Rs cr) 2,140
Market Cap. (US$ m) 314
Past 3 yrs Sales Growth (%) 27%
Past 3 yrs NP Growth (%) 22%
STOCK DATA
52-W High/Low Range (INR) 1008/557
Major Shareholders (as of Sep 2016)
Promoter 38.8
Institutions 17.9
Public & Others 43.3
Average Daily Turnover(6 months)
Volume 16,077
Value (INR cr) 15
1/6/12 Month Rel. Performance (%) 1/1/21
1/6/12 Month Abs. Performance (%) 2/1/24

CMP:INR913 TP:INR1248 (+37%)

We recommend to BUY APL Apollo Tubes for a target of INR
1,248 - 15x on FY18E EPS (+37% Upside).

Market leader in ERW pipes: APL is the largest manufacturer of
Electric resistance welded (ERW) pipes in India (Market size INR
300 bn/~7.5 mt) with a capacity of 1.3 mt and enjoys a market share
of ~15% in domestic market ahead of Tata steel (6%), DP Jindal
group (7%) and Surya Roshni (6%). It has a diversified product
portfolio that includes M Sblack (22% of Revenues), Galvanised tubes
(13% Revenues), Pre galvanized tubes (18% Revenues) and Hollow
sections (48% Revenues). We expect the domestic ERW pipe market
to grow at a CAGR of ~9% over FY 16-19E . The bulk of the growth
will come from the construction and infra segments (airports, mall &
prefabricated structures) using the structural pipes & demand from
traditional applications (water supply, sewage and oil & gas). Aspipes
arethe most convenient way for city gasdistribution (CGD), increasing
investment in the CGD segment and expanding CGD network will
support steel pipe demand.

Pan India presence - Significant competitive advantage: APL is
the only player to have pan Indiapresence asit derives 44% of revenues
from South, 27% from West and 20% from North. It has an extensive
distribution network (2x compared to peers) of +400 distributors, 26
warehouses and over 10,000 retail networks across India

Growing successfully through capacity expansion: APL has been
increasing its market share over last 5 years by expanding capacities.
It has expanded capacity by 165% to 1.3 mt in last 5 years. It is
expanding its capacity further to 2.0 mt whichislikley to be completed
Q1 FY18. Itissetting up agreenfield plant with 200,000 tpa capacity
at Raipur in Chhattisgarh. The company isalso enhancing its capacity
by another 500,000 tpaat itsexisting locations using the direct forming
technology (DFT) to produce pipesfor structural s. With new capacity
at Raipur, the firm will target Central & East India markets where its
presenceis low. We expect avolume CAGR of ~20% over next 3-4
years asthe capacity utilization improves.

Valuations & View: APL iswell placed to gain from expected recovery
in demand owing to infrastructure push by the government. Timely
capacity expansion along with plans of doubling the dealer network
will help it capture growth opportunity. We initiate coverage on the
stock with a'BUY' rating valuing the company at 15x FY 18E EPS of
INR 83.2 with for a per share target price of INR 1,248, giving an
upside of around 37%.

Buy

Dharmesh Kant (Dharmesh.Kant@motilaloswal.com); Tel: +91 22 30102470

Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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STRENGTH

Healthy financials: The company has delivered a CAGR of 14% in revenues since FY 10; during the same
period PAT delivered aCAGR of 27%. Strong focus on costs and tight control over working capital hasyielded
desired operating efficienciesfor the company. Sound bal ance sheet management hasled to sharp improvement
in return ratios over the years. [ROE increased from 18% in FY 12 to 24% in FY 16, ROCE increased from
19%in FY121t022% in FY 16].

DFT Technology to aid margin expansion: DFT technology will help in reducing ~10% conversion cost on
account of lower wastage and raw material usage. It will also providetheflexibility to cater to more customized
and small sized orders, helping it to earn higher margin. Further, it plans to increase volume of high margin
galvanized pipesinitsproduct profile going forward.

INVESTMENT CONCERNS
Sharp rise in steel prices may lead to lower margin: Raw material is a major cost for the company,
accounting for 83-85% of overall revenue. APL's key raw material is HR coils or strips, which are used to
manufacture pipes and tubes. Although the company is a convertor, any sharp fluctuations in steel prices
directly may impact profitability.

Shift from galvanised pipes to PVC pipes: PVC tubes are increasingly being used in agriculture,
infrastructure, construction, and sewage sectors as a replacement for galvanised pipes. This could negatively
impact the company's growth prospects.

Delay in projects could hamper growth: About 70% of APL's sales volume is from the structural segment,
used in construction activities and building modern infrastructure, such as airports, malls and ports. Any delay
in project execution or slowdown in investments can have a direct bearing on overall sales.

Company background:

APL Apollo Tubes is the largest producer of ERW steel & tubes in India with a capacity to produce around
1.3mn tones per annum . The Company has 6 manufacturing facilitiesin Sikandarabad (Uttar Pradesh), Hosur
(Tamil Nadu), Bengaluru (Karnataka), and Murbad (Maharashtra). The Company's key product categories
include more than 300 varieties of MS Black pipes, Galvanized Tubes, Pre Galvanized Tubes, and Hollow
Sections. Company's key focusison producing structural ERW steel tubes. Products manufactured are largely
soldin Tier Il and Tier Il cities of Indiavia 3-tier distribution network comprised of more than 300 dealers.
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APL Apollo TubesLtd. Financials & Valuation

INCOME STATEMENT (INRCR) RATIOS
Y/E MARCH FY14 FY15 FY16 FY17E FY18E Y/E MARCH FY14 FY15 FY16 FY17E FYI18E
Net sales 2,497 3,029 4,103 4,500 5,340 Adjusted EPS (INR) 252 212 429 625 832
Growth 2% 21% 3B% 1% 19% Book Value 1B 21 22 21 3b
COGS 2231 2681 3559 3825 4,528 Div Per Share 5.0 60 100 116 154
Employee Cost A Zii 63 72 &% Dividend Payout 20% 2% 2% 19% 19%
Other Expenses 6B 23 310 A2 401 Net Debt / Equity 11 08 11 08 05
EBITDA 165 182 282 329 406 PE 363 336 213 146 110
EBITDA Margin 66% 60% 69% 73% 7.6% PBV 50 43 38 31 26
Depreciation 16 2 A 53 62 DividendYield 05% 07% 11% 13% 17%
Other Income 2 5 10 u 13
Interest Cost 6l &6 F0) &b 6l ROCE 1% 16% 2% 21% 25%
PBT 89 98 188 222 296 ROE 15% 14% 24% 23% 26%
Tax 0 A (o A 100 Debtor days 3] 21 20 20 20
Rate A% 3% 331% 34.0% 34.0% Inventory days 16 17 C?) 37 22
Adjusted PAT 59 64 126 146 195 Creditor days 20 2 2% 24 5
Growth -15% 8 9% 16% 33% W.Cap cycle 33 11 33 32 27
PAT Margin 24% 2.1% 3.1% 3.3% 3.7%
BALANCE SHEET (INRCR)  CASH FLOW (INRCR)
Y/E MARCH FY14 FY15 FY16 FY17E FY18E  Y/E MARCH FY14 FY15 FY16 FY17E FY18E
Share Capital 3 3 3 3 23 PBT 89 98 188 222 296
Reserves 402 472 544 658 810 Adjustments B/ 8 B\ 107 110
Networth 425 495 568 682 833 (Inc)/DecinW.Cap 1 1 2 6 (3]
Minority interest 0 0 0 0 o Others 1y (@1 6 ® 2D
Loans 477 433 509 549 489 PreTaxOCF KL Bra /36
LessNet Def. Tax Liab 2 ®w ® & g lxPad B @ © @@ (100
Lessother long term liability 2 4 6 6 6 CF from Operations 133 315 11 312 275
SOURCES OF FUNDS 957 1,007 1,258 1,322 1,414  (Inc)/DecinFA (128) (184) (126) (172) (100)
Net Fixed Assets 400 571 623 602 712 Netinvestments 0 0 0 0 0
Capital WIP 5 D 2 12 7 Others 2 5 1 1 B
Gooadwill 0 3 3 3 43 CFfrom Investing act. (126) (199) (101) (161) (87)
Inventories 287 30 M 4B Sl Equity issuancel Sharebuybackl 0 0 0 0
Debtors 29 1 20 247 28 |nc/(Dec)in Debt B (44 16 (50) (60
Cash & Investments 10 19 1 9 P Interest Paid 61) ©®6) (710 (65 (61)
Loans & Advances 63 0 0 0 0  DivdPaid (incl Tax) ¥ @@ @B @) (3
Other Curr Assets 12 70 @ v 91  Others 9 21 4 (2 0
Current investments 0 19 5 6 7  CFfrom Financing act. (12) (107) 72 (144) (157)
Curr. Assets 627 603 890 830 1,000 Inc/(Dec)inCash 4 9 (18 8 D
Creditorsand Prov. 198 316 402 404 42  Add:OpeningBalance u 10 1 1 9
Net Current Assets 434 287 487 426 508 Closing Balance 10 19 1 9 39
Other LT assets 78 & 7 ) )

APPLICATIONOFFUNDS 957 1,007 1,258 1,322 1,414
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Disclaimer: This document has been prepared by Motilal Oswal Securities Limited (hereinafter referred to as Most) to provide information about the company(ies)
and/sector(s), if any, covered in the report and may be distributed by it and/or its affiliated company(ies). This report is for personal information of the selected
recipient/s and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement
to invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report
is not for public distribution and has been furnished to you solely for your general information and should not be reproduced or redistributed to any other person
in any form. This report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs
of individual clients. 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 the investments referred to in this material and the income from them may go
down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not
guaranteed and a loss of original capital may occur.

MOSt and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We and our affiliates have
investment banking and other business relationships with a some companies covered by our Research Department. Our research professionals may provide input
into our investment banking and other business selection processes. Investors should assume that MOSt and/or its affiliates are seeking or will seek investment
banking or other business from the company or companies that are the subject of this material and that the research professionals who were involved in preparing
this material may educate investors on investments in such business . The research professionals responsible for the preparation of this document may interact
with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting information. Our research professionals
are paid on twin parameters of performance & profitability of MOSt.

MOSt generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover. Additionally, MOSt generally prohibits its analysts and persons reporting to analysts from serving as an officer,
director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other professionals or affiliates may provide oral or
written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading
and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you
should be aware that any or all of the foregoing among other things, may give rise to real or potential conflicts of interest. MOSt and its affiliated company(ies),
their directors and employees and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or
derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no
bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the
views of the affiliates of MOSt even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions 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 fundamental analysis. In addition MOST has different
business segments / Divisions with independent research separated by Chinese walls catering to different set of customers having various objectives, risk profiles,
investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information
specifically agrees to exempt MOSt or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOSt
or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOSt or any of its affiliates or employees free and harmless from
all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained herein
is based on publicly available data or other sources believed to be reliable. Any statements contained in this report attributed to a third party represent MOSt's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and
interpretation have not been reviewed by the third party. This Report is not intended to be a complete statement or summary of the securities, markets or
developments referred to in the document. While we would endeavor to update the information herein on reasonable basis, MOSt and/or its affiliates are under
no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent MOSt and/or its affiliates from doing so.
MOSt or any of its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent
error in the information contained in this report. MOSt or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial
advisor prior to taking any investment decision based on this report or for any necessary explanation of its contents.

Most and it's associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or merchant
banking or brokerage services, may have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the subject company in the past 12 months.

Most and it's associates have not received any compensation or other benefits from the subject company or third party in connection with the research report.
Subject Company may have been a client of Most or its associates during twelve months preceding the date of distribution of the research report

MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the
date of publication of the research in the securities mentioned in this report. To enhance transparency, MOSt has incorporated a Disclosure of Interest Statement
in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Motilal Oswal Securities Limited is under the process of seeking registration under SEBI (Research Analyst) Regulations, 2014.

There are no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities

Motilal Oswal Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014. SEBI Reg. No. INHO00000412
A graph of daily closing g prices of securities is available at www.nseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-quotes.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s)
in this report. The research analysts, strategists, or research associates principally responsible for preparation of MOSt research receive compensation based upon
various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement APL Apollo Tubes Ltd.
1.Analyst ownership of the stocks mentioned above No
2.Served as an officer, director or employee No

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject MOSt & its group companies to registration or
licensing requirements within such jurisdictions.
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