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CMP(INR) (sth wr20) 4049  Access to advanced Tricoat technology:

Target (INR) 536.0

Upside(%) 32% It is the first company in India and amongst the 4-5 companies globally which produces coated pipes using the galvant and tricoat
Recommendation strongBuy  process. The technology allows the production of galvanized steel pipes, tubes and other products in a continuous single line process
Holding Period 6 Months

based on high quality standards. With access to the advanced technology Co. has competitive edge over its peers as Tricoat products
have greater strength, eco-friendly nature, extended life (high corrosion resistance) and enhanced load bearing capacity.

BSE Code 538566

Reuters Ticker DOIF.BO Currently, Apollo Tricoat has a total installed capacity of 250,000 MTPA, which primarily manufactures specialized and niche products
' (read high margin) like Apollo Signature, Apollo Chaukhat, Apollo Elegant, Apollo Tricoat and Apollo Plank. Furthermore, the Company

Bloomberg Ticker APOLTRI IN

will be launching three other new innovative brands — Apollo Hybrid, Apollo Scaff and Apollo Alpha in the upcoming quarters which
will add capacity of 50,000 MTPA. Going ahead, these said new product launches and expanded capacity at manufacturing locations

will enable a healthy and sustainable volume performance along with elevated EBITDA margin. ) )
Market cap (INR Cr.) 1231.05 Company Overview Financial Performance at a glance (Standalone)

Outstanding Shares (Cr. 3.04 . .. Particulars (INR Cr.
& (cr) Apollo TriCoat Tubes Limited (formerly known as Best Steel ( ) Al Al alli: b= bz

Face Value (INR 2.00 e . . ) .

e e (Ul Logistics Limited) is a subsidiary of Shri Lakshmi Metal Udyog, NetSales 191.1 72 678.0 881.4 1101.8
ivi i 00 o . . . . 0 . o - . 0 . o . 0 . 0
Dividend Yield(%) 0.00 which is a wholly owned subsidiary of APL Apollo Tubes Ltd., Growth(%) 212.0% 96.2% 9358.8% 30.0% 25.0%
TIMP/E () 3884 one of India’s leading branded steel tube manufacturers. It EE:IEQS;XOD » 12'(15 (g'g) Zj 122'2 1?2'2

. argin o 5 g g .
Industry P/E (x) 2042 offers steel products such as closed door frames, designer Netprr gin (%) oy (2 6) oot 0 1071

i . . . . . et Profit : . . . .
R 045 pipes that can be used in furniture, designer hand railings, Net Profit Margin (%) a7 470 s i o

. . . ) " et Profit Margin : : : . .
Beta vs. Sensex 100 roofing, fencing and also in electrical conduiting. s — 57 Lo 5025 573 1o
52 Week High/ Low (INR)  503.0/138.0 The Company has established its first greenfield 8PS 43'72 51'25 71'71 99'03 140'30

Ave. Daily Vol. (NSE)/1 yr. 64820 manufacturing facility in Malur, Bangalore with an initial ' : : : :
. ’ . . P/E(X) 149.11 396.79 20.00 14.82 9.81

. capacity of 150,000 MTPA of In-line Galvanized and Designer

Shareholding Pattern (%) . . . P/BV (x) 9.26 7.90 5.65 4.09 2.89
Galvanized pipes. It has further expanded its value-added ROE (%) 9 o - ponpn -

0 0 o o o o
L product portfolio by establishing 100,000 MTPA capacity of ROCE (%) e T g = -

0 o o o o o
FEEEs Gy 62.76 63.90 Narrow sections and Door Frames at Dujana, UP. It is in the EV/EBITDA () 86.8 2625 141 103 6.8

Institutions 5 69 0.00 0.00 process of adding another 50,000 MTPA by the end of FY21
Non- to meet the rising demand of its innovative products.

o 32.54 37.24 36.10
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o

Source: Company data, SMIFS Research
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Investment Rationale

Strong Parentage:

Apollo Tricoat is a subsidiary of APL Apollo Tubes Limited, largest producer of Electric Resistance Welded (ERW) steel pipes & tubes with strong presence in
India as well as 20 other countries globally. APL Apollo has an established sales network of ~790 distributors in India. Apollo Tricoat offers products which
are first of its kind in Indian market and branding plays a crucial role in generating product awareness. Having access to parent’s extensive domestic sales
network allows the Co. to leverage the well-recognized brand name of the parent and accelerate penetration without making significant marketing
expenses.

Apart from that Co. shares an agreement with its parent to use Mr. Amitabh Bachchan as a brand ambassador to promote Apollo Chaukhat and other
upcoming products in television commercials which will help Apollo Tricoat gain much needed mass connect and visibility.

Innovative Product line:

Currently, Co. offers a series of unique products and is planning to add three more one of kind products in its product basket in upcoming quarters. In
Q3FY20, Co. achieved a volume growth of 71% on a QoQ basis due to robust demand from innovative home improvement products such as ‘Apollo
Signature’, ‘Apollo Chaukath’, ‘Apollo Plank’ and ‘Apollo Elegant’.

Apollo Chaukath, a ground breaking product developed by using Direct Forming Technology, is more customizable compared to traditional wooden doors
and the frames are easy to fit, lighter in weight, fire resistant, cost effective with longer life cycle. Unlike wooden doors it can also be installed post
construction and it is expected to have big share in the replacement segment. The Co. forayed into this segment in Mar’19 with 50000 MTA capacity and
currently sells around 2 lakh Chaukaths per month. Considering the huge demand for this product the management has decided to double its capacity by
FY21 by making an investment worth INR40O crore. Apart from this Co. has decided to offer complete door solutions as well as window frames in coming 3-6
months and all the relevant parts will be manufactured in-house. With increased in-house activity, rise in operating leverage and insignificant presence of
peers EBITDA/ton is expected to improve significantly going forward.

(Rationale Continued...)
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Valuation & Outlook Investment Rationale

We strongly believe the Co. is likely to experience Sustainable high margin:
significant growth in the topline along with steady
improvement in EBITDA/ton in coming 3-5 years owing to
its innovative product line, attractive upcoming launches,
huge untapped market, well penetrated distribution
system and lack of competitive intensity. Strategy to
share brand ambassador (read Mr. Amitabh Bachchan)

Co. produces innovative, value added products with superior quality which cater to the niche
market and it allows the Co. to enjoy higher EBITDA/ton compared to other companies which
offer traditional steel products. Even though it currently caters to a small segment of the market
but its products have the potential to serve a much bigger pie of the market on the back of the
competitive pricing and its ability to replace traditional products. On an average products made
out of TriCoat technology delivers significantly higher margin compared to products made out of
along with parent APL Apollo is expected to give the g yines Above all Co. follows a dynamic pricing strategy that allows the Co. to reset its product
emerging brand of Apollo TriCoat much needed publicity  price within 7days of steel price change and it helps the Co. to maintain a stable EBITDA/ton.
and visibility while keeping marketing expenses at check. With bouquet of high margin innovative product offering, presence in the market with limited

Increasing demand for its niche products will not only competitive intensity and dynamic pricing strategy Co. is likley to deliver sustainable elevated
widen its product offering but also will boost the sales operating margin going forward.

momentum going forward. In addition to that the
existing and upcoming products of the Co. are high
applications in India. So, increased portfolio of value-
added products will further improve profitability and e Poor acceptance of the upcoming products

margins for the company going forward. e Slower than expected recovery in the economic activity

Considering the huge untapped potential for its o Failure to achieve desired level of operating activity
products owing to rising environmental concerns (read o o .
lower usage of wood), well penetrated distribution * Risein competitive intensity

network, lack of competition, sustainable high margin
and experienced parental lineage we are assigning a PE
of 13(x) to FY22E EPS of INR41.27 to arrive at a Target
Price of INR536.
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Particulars (in INR Crore) Quarter Ended Nine Months Ended
Q3FY20 | Q3FY19 Q2FY20 YoY %

Net sales 229.0 0.5 42304.8% 153.7 49.0% 434.4 4.2 10193.9%
Other operating income - - - - - - - -
Total operating income 229.0 0.5 42304.8% 153.7 49.0% 434.4 4.2 10193.9%
Cost of materials consumed 180.0 0.0 59986800.0% 130.2 38.2% 357.3 1.7 20849.9%
(Increase)/decrease in inventories 0.5 - - (0.4) -202.1% (5.2 0.8 -738.3%
Gross Profit 48.6 0.5 8899.9% 23.9 103.2% 82.1 1.7 4673.7%
Gross Profit margin (%) 21.21 99.94 -7873 bps 15.6 565 bps 18.9 40.8 -2187 bps
Employee benefit expense 4.5 0.0 16265.1% 2.0 129.2% 7.7 0.1 8974.1%
Other expenses 15.6 0.1 15350.1% 6.5 140.7% 24.6 0.2 10269.1%
Total Expenses 200.6 0.1 155041.9% 138.2 45.1% 384.5 2.8 13531.4%
EBITDA (Ex OI) 28.4 0.4 6812.0% 15.4 84.0% 49.9 1.4 3465.7%
EBITDA margin (%) 12.40 76.06 -6366 bps 10.04 236 bps 11.49 33.16 -2167 bps
Otherincome 0.1 0.2 -63.0% 0.3 -78.5% 0.6 1.9 -70.1%
Depreciation & amortization 2.7 0.1 4840.4% 2.2 25.1% 6.0 0.1 3995.5%
EBIT 25.7 0.5 4829.4% 13.5 90.0% 44.4 3.2 1288.9%
EBIT Margin (%) 11.24 96.69 -8545 bps 8.81 243 bps 10.23 75.79 -6557 bps
Interest cost 2.2 0.0 157864.3% 0.5 303.3% 2.8 0.0 30080.9%
Profit before tax 23.5 0.5 4418.0% 13.0 81% 41.6 3.2 1204.1%
PBT margin (%) 10.27 96.43 -8615 bps 8.46 182 bps 9.57 75.57 -6600 bps
Tax 5.5 0.1 10213.3% 3.6 54% 10.5 0.7 1363.4%
Profit after tax 18.0 0.5 3755.7% 9.4 91.2% 31.1 2.5 1158.1%
PAT margin (%) 7.87 86.54 -7867 bps 6.13 174 bps 7.17 58.64 -5148bps
EPS 5.93 0.18 3194.4% 3.35 77.0% 10.35 0.96 978.1%
EPS (Diluted) 5.93 0.15 3853.3% 3.10 91.3% 10.35 0.81 1177.8%

Source: Company data, SMIFS Research
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Analyst Certification:
I/We, Debijit Maji, Research Analyst of Stewart & Mackertich Wealth Management Limited (in short “Stewart & Mackertich/ the Company”), authors and the names subscribed to this
Research 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 my

compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this Research Report. It is also confirmed that we the above mentioned Research
Analyst of this Research Report have not received any compensation from the subject companies mentioned in the Research Report in the preceding twelve months and do not serve as an
officer, director or employee of the subject companies mentioned in the Research Report.

Terms & Conditions and Other Disclosures:
Stewart & Mackertich Wealth Management Ltd is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution of Financial Products. Stewart &
Mackertich Wealth Management Ltd Limited is a registered as Research Analyst Entity with Security & Exchange Board of India (SEBI) with Registration Number — INH300001474.

Stewart & Mackertich and our associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. Stewart & Mackertich generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover.

The information and opinions in this Research Report have been prepared by Stewart & Mackertich and are subject to change without any notice. The Research Report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written consent of Stewart & Mackertich Wealth Management Ltd. While we would endeavor to update the information
herein on a reasonable basis, Stewart & Mackertich is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may
prevent Stewart & Mackertich from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with
applicable regulations and/or policies of Stewart & Mackertich Wealth, in circumstances where Stewart & Mackertich might be acting in an advisory capacity to this company, or in certain
other circumstances.

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This Research Report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to
buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this Research Report at the
same time. Stewart & Mackertich will not treat recipients as customers by virtue of their receiving this Research Report.
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Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific

circumstances. The securities discussed and opinions expressed in this Research Report may not be suitable for all investors, who must make their own investment decisions, based on their
own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient
should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Stewart
& Mackertich accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past performance is not necessarily a guide to future
performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

Since associates of Stewart & Mackertich are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the
subject company/companies mentioned in this Research Report.

Stewart & Mackertich or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the Research Report
as of the last day of the month preceding the publication of the Research Report.

Stewart & Mackertich encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research Report. Accordingly, neither Stewart &
Mackertich and their Associates nor the Research Analysts and their relatives have any material conflict of interest at the time of publication of this Research Report or at the time of the
Public Appearance, if any.

Stewart & Mackertich or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for
any other assignment in the past twelve months.

Stewart & Mackertich or its associates might have received any compensation from the companies mentioned in the Research Report during the period preceding twelve months from the
date of this Research Report for services in respect of managing or co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory service in a
merger or specific transaction from the subject company.

Stewart & Mackertich or its associates might have received any compensation for products or services other than investment banking or brokerage services from the subject companies
mentioned in the Research Report in the past twelve months.
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Stewart & Mackertich or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the subject companies mentioned in the Research

Report or third party in connection with preparation of the Research Report.

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.

The Research Analysts might have served as an officer, director or employee of the subject company.

Neither the Research Analysts nor Stewart & Mackertich have been engaged in market making activity for the companies mentioned in the Research Report.

Stewart & Mackertich may have issued other Research Reports that are inconsistent with and reach different conclusion from the information presented in this Research Report.

Stewart & Mackertich submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equity Research Analysis activities.

This Research 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 Stewart & Mackertich and affiliates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all 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.

For queries related to compliance of the report, please contact: -
Sudipto Datta, Compliance Officer

Stewart & Mackertich Wealth Management Ltd.
Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Contact No.: +91 33 4011 5414 /91 33 6634 5414
Email Id.: compliance@smifs.com / sudipta@smifs.com

Website: www.smifs.com
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