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APL Apollo Tubes
Strong Growth Visibility Backed by Capex and Margin Gains

BUY

Summary

APL’s Q4FY25 performance exceeded our expectations on all fronts. Revenue
grew 16% YoY to Rs55.1bn, driven by strong volume growth (up 25% YoY).
However, NSR declined 8% YoY due to drop in steel prices. EBITDA rose 48% YoY
to Rs4.1bn, while EBITDA/t increased by 19.7% YoY to Rs4,864 driven by
improved profitability in all the segments and withdrawal of discounts. APL’s
general segment EBITDA/t increased by 61% YoY and 47% QoQ, led by 5% price
hikes and sustained premium pricing over peers, underscoring its strong market
positioning. APL plans to invest Rs15bn in capex over the next 3 years to expand
capacity from 4.5 to 6.8mnT, to be financed through internal accruals. We revise
our FY26E and FY27E EPS estimates upwards by 4% each and value the stock at a
PER of 35x to derive a TP of Rs1,954. We maintain our BUY rating on the stock.

Key Highlights and Investment Rationale

= Robust volume growth: APL’s sales volumes grew 25% YoY and 3% QoQ to the
highest ever quarterly sales volume in Q4FY25, driven by general structural
segment. The share of VAP increased to 58% from 56% in Q3FY24.
Management has guided for 20% volume CAGR over next 3-4 years, supported
by infrastructure spending, the ramp up of new facilities and the shift from
scrap based pipes (competing in general category) to HRC based pipes.

®m  Project updates: The utilization of new Raipur plant reached 60% following its
expansion, while Dubai plant operated at 48% utilization. APL is planning
brownfield expansions at Dubai and Raipur plant, adding a combined 0.8mnT
(including roofing sheets and heavy structure pipes). Additionally, greenfield
expansion plans for 1mnT include new facilities at Gorakhpur, Kolkata, New
Malur and Bhuj. The Ahmadabad plant will be relocated due to geographical
advantages with a focus on exports. APL also aims to add 0.5mnT of specialty
tubes capacity across 4 different segments.
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Financial snapshot (Rs mn)
Year FY23 FY24 FY25 FY26E FY27E
Revenue 1,61,660 1,81,188 2,06,895 2,59,767 3,17,756
Change (yoy, %) 90 12 14 26 22
EBITDA 10,216 11,922 11,990 18,239 23,153
Change (yoy, %) 51 17 1 52 27
EBITDA Margin (%) 6.3 6.6 5.8 7.0 7.3
Adj.PAT 6,419 7,324 7,571 11,987 15,495
EPS (Rs) 23 26 27 43 56
Change (yoy, %) 60.4 14.1 3 58 29
PE(x) 71.5 62.7 61 38 30
Dividend Yield (%) 0.2 0.3 0 0 1
EV/EBITDA (x) 45.4 39.2 38.3 25.1 19.5
RoE (%) 24.4 22.2 19.4 22.8 23.5
RoCE (%) 24.0 22.3 19.7 26.0 27.6

Source: IDBI Capital Research
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Exhibit 1: Quarterly Snapshot

(Rs mn) Q4FY25 Q3FY25 QoQ (%) Q4FY24 YoY (%)
Net sales 55,086 54,327 1.4 47,657 15.6
EBITDA 4,137 3,456 19.7 2,804 47.6
EBITDA /tonne 4,864 4,173 16.6 4,129 17.8
Other income 349 217 61.3 186 88.0
Interest 323 368 (12.3) 311 3.7
Depreciation 576 503 14.4 466 23.6
PBT 3,587 2,801 28.1 2,212 62.2
Tax 656 631 3.9 508 29.2
Reported PAT 2,931 2,170 35.1 1,704 72.0
Adjusted PAT 2,931 2,170 35.1 1,704 72.0
Adjusted EPS (Rs) 10.6 7.8 35.1 6.1 72.0

Source: Company; IDBI Capital Research

Exhibit 2: Actual vs. Estimates

(Rs mn) Q4FY25E Q4FY25A Variance (%)
Total Revenues 52,539 55,086 4.8
EBITDA 3,955 4,137 4.6
EBITDA/tonne 4,650 4,864 4.6
Adjusted net profit 2,439 2,931 20.2
Adjusted EPS 8.8 10.6 20.2

Source: Company; IDBI Capital Research
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Exhibit 3: Sales volumes increased by 25% YoY Exhibit 4: EBIDTA/tonne increased by 18% YoY
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Exhibit 5: Change in estimates (Rs bn)
FY26E FY27E
old New (%) Chg (o] [} New (%) Chg
Revenue (Rs bn) 2,63,176 2,59,767 (1.3) 3,19,494 3,17,756 (0.5)
EBITDA (Rs bn) 17,997 18,239 1.3 22,423 23,153 3.3
EBITDA margin (%) 6.8 7.0 18bps 7.0 7.3 27bps
Adj. Net profit (Rs bn) 11,575 11,987 3.6 14,911 15,495 3.9
Adj. EPS (Rs) 41.7 43.2 3.6 53.7 55.8 4.0

Source: Company; IDBI Capital Research
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Con-call highlights

Business Updates

The EBITDA for general product categories in FY25 was Rs2,800/t, almost Rs1,000/t higher than the last
five years, showing a minimum 5% higher premium than the nearest competitor. This premium is expected
to sustain.

EBITDA spreads were depressed below Rs4,000/t in FY25, closing the year at Rs3,900/t.
The company is confident of returning to an EBITDA spread near Rs5,000/t in FY26.

EBITDA spreads are expected to continue improving beyond Rs5,000/t in the following years due to
improved sales mix, increasing international sales, operating leverage, and cost reductions.

Heavy product EBITDA/t is expected to be in the range of Rs8,000 to Rs9,000/t sustainably.

Future Growth and Capacity Expansion

= APL Apollo is highly confident it can deliver 20% year-on-year volume growth over the next three to four
years. The target is a minimum of 10 million tons by 2030.

m  Capacities are being expanded to 7 million tons in the next three years from the current 4.5 million tons,
with a capex of around INR 15 billion spread over the next few years and easily funded from internal cash
flows.

m  Capacity expansion is based on four strategies: Expansion in virgin markets, expansion in new product
segments (specialty tubes), focus on exports from Indian mills (Bhuj plant) and maintaining brand
premium.

Exports

®  The current share of exports is 6%, with a target to take it beyond 10%.

®  Export market EBITDA/t from Dubai is close to Rs7,000 to Rs8,000/t. From India, margins are currently
lower but expected to reach Rs7,000 to Rs9,000/t from Q2 FY26 with cheaper imported raw material.

m  Export markets include the US, Canada, Europe, Saudi, and UAE.
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Cost Reduction

m  The company is focused on reducing costs across fronts, including employee cost, freight, power, and steel
wastage.

= Employee cost per ton is targeted to come down from Rs1,000 to Rs600/t through automation, discipline,
and volume increase.

®  The Chairman and Managing Director has surrendered his salary and commissions for FY '25 and FY '26 to
for cost reduction efforts.

New Product Segments (Speciality Tubes)
= APL Apollo plans to enter the super speciality tubes segment with minimal initial investments.

® This involves around Rs300-400 crore CapEx for about 250,000 tonnes of capacity across four different
categories.

=  The focus will be on specialty products with less competition, such as those used in oil and gas refineries,
mechanical tubes, and highly specialized waterline pipes.
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales

Change (yoy, %)
Operating expenses
EBITDA

Change (yoy, %)
Margin (%)
Depreciation

EBIT

Interest paid

Other income
Pre-tax profit

Tax

Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS

Dividend per sh
Dividend Payout %

FY22
1,30,633
54
(1,21,181)
9,453

39

7.2
(1,090)
8,363
(445)

405

8,323
(2,133)
25.6

6,190
6,190
72
24.8
3.5
14.1

FY23
1,61,660
24
(1,51,444)
10,216

8

6.3
(1,383)
8,832
(671)

472

8,633
(2,215)
25.7

6,419

6,419

231

3.5
15.1

FY24
1,81,188
12
(1,69,266)
11,922
17

6.6
(1,759)
10,162
(1,134)
749
9,777
(2,453)
25.1

7,324
7,324
14
26.4
5.0
18.9

(Rs mn)

FY25 FY26E FY27E

2,06,895 2,59,767  3,17,756

14 26 22

(1,94,906) (2,41,528) (2,94,603)

11,990 18,239 23,153
1 52 27

5.8 7.0 7.3
(2,013) (2,299) (2,638)
9,977 15,940 20,514
(1,333) (914) (839)
961 999 1,039
9,604 16,026 20,715
(2,034) (4,039) (5,220)
21.2 25.2 25.2

7,571 11,987 15,495

7,571 11,987 15,495

3 58 29
27.3 43.2 55.8
5.8 7.0 8.5
21.1 16.2 15.2
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov

Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets
Inventories

Sundry Debtors

Cash and Bank

Other current assets

Total assets

FY22
22,639
500
22,139
5,812
1,950
12,122
11,938

184
19,884
44,523

22,464
866
2,923
18,270
8,472
3,467
3,764
2,567
44,523

FY23
30,056
555
29,501
8,730
2,359
17,372
17,139

233
28,460
58,516

28,620
963
3,356
25,578
14,799
1,374
3,525
5,880
58,516

FY24
36,046
555
35,491
11,437
2,551
21,834
21,555

279
35,822
71,868

33,736
1,030
3,689

33,414

16,379
1,391
3,476

12,168

71,868

FY25
42,087
555
41,532
6,344
2,990
24,541
24,220

321
33,875
75,962

38,432
1,262
4,434

31,835

16,232
2,673
5,749
7,181

75,962

FY26E
52,479
555
51,923
5,844
8,834
27,459
27,138

321
35,972
88,451

41,133
1,262
4,434

41,622

22,774
4,270
7,396
7,181

88,451

(Rs mn)
FY27E
66,030
555
65,475
5,344
8,334
28,667
28,346

321
36,680
1,02,710

43,494
1,262
4,434

53,520

28,729
5,223

12,386
7,181

1,02,710
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Cash Flow Statement (Rs mn)
Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
Pre-tax profit 8,323 8,633 9,777 9,604 16,026 20,715
Depreciation 1,090 1,383 1,759 2,013 2,299 2,638
Tax paid (1,993) (2,161) (2,180) (1,875) (4,039) (5,220)
Chg in working capital (1,154) (1,475) 1,202 1,727 (5,543) (5,700)
Other operating activities 251 520 557 662 (85) (200)
Cash flow from operations (a) 6,517 6,901 11,116 12,132 8,658 12,233
Capital expenditure (5,869) (8,424) (6,618) (6,537) (5,000) (5,000)
Chg in investments 420 (393) (2,876) 2,468 - -
Other investing activities 147 59 338 323 999 1,039
Cash flow from investing (b) (5,301) (8,757) (9,156) (3,747) (4,001) (3,961)
Equity raised/(repaid) 70 27 - - - -
Debt raised/(repaid) 603 2,902 2,586 (16,635) (500) (500)
Dividend (incl. tax) - (875) (1,387) (1,526) (1,596) (1,943)
Chg in minorities - - - - - -
Other financing activities (413) (608) (933) 10,012 (914) (839)
Cash flow from financing (c) 260 1,446 266 (8,149) (3,010) (3,282)
Net chg in cash (a+b+c) 1,476 (410) 2,225 236 1,647 4,990
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Financial Ratios

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
Book Value (Rs) 91 108 130 152 189 238
Adj EPS (Rs) 24.8 23.1 26.4 27.3 43.2 55.8
Adj EPS growth (%) 72 -7 14 3 58 29
EBITDA margin (%) 7.2 6.3 6.6 5.8 7.0 7.3
Pre-tax margin (%) 6.4 5.3 54 4.6 6.2 6.5
Net Debt/Equity (x) 0.1 0.2 0.2 0.0 0.0 -0.1
ROCE (%) 29 24 22 20 26 28
ROE (%) 31 24 22 19 23 23
DuPont Analysis
Asset turnover (x) 3.3 3.1 2.8 2.8 2.9 3.1
Leverage factor (x) 2.0 2.0 2.0 1.9 1.7 1.6
Net margin (%) 4.7 4.0 4.0 3.7 4.6 4.9
Working Capital & Liquidity ratio
Inventory days 24 33 33 29 32 33
Receivable days 10 3 3 5 6 6
Payable days 32 38 43 42 38 32
Valuations
Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
PER (x) 66.7 71.5 62.7 60.6 38.3 29.6
Price/Book value (x) 18.2 15.3 12.7 10.9 8.7 7.0
EV/Net sales (x) 3.2 2.9 2.6 2.2 1.8 1.4
EV/EBITDA (x) 43.9 45.4 39.2 38.3 25.1 19.5
Dividend Yield (%) 0.2 0.2 0.3 0.3 04 0.5

Source: Company; IDBI Capital Research
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