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ISSUE SUMMARY
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Offer Price (X per share) 627-660
Bid Lot 22 shares
Face Value (X) 2.0
Pre Issue Shares o/s (mn) 90.8
Offer for Sale (No of sh. mn) 22.1
Fresh Issue (No of sh. mn) 0.00
Post Issue shares o/s (mn) 90.8
Alssue Size (X bn) 14.6
QlB =>50%
Non-institutional <15%
Retail <35%
A Issue Size (@ X660)

POST ISSUE DETAILS

M.Cap @ X660/sh. (X bn) 59.9

Shareholding pattern

Promoters 74.9%

Non-Promoters 25.1%

Leading Indian supplier of Cryogenic Equipment: Inox India Ltd (Inox) is
India’s largest supplier and amongst the top 10 global players offering
customized cryogenic solutions across clean energy space. It
manufactures cryogenic tanks/ systems for storage, transportation and
distribution of Industrial Gas (64% of revenue), LNG (31%) and Cryo
Scientific research application (5%). Order-book stands at X10.4bn (1.8x
FY23 OB/Rev) of which Cryo Scientific forms 22%, indicating huge
opportunity in this niche segment. It is first Indian firm to manufacture
trailer mounted hydrogen transport tank designed jointly with ISRO.

Diversified customer base: Inox has diversified end-industry mix with
customers across energy, industrial gases, LNG/LCNG, steel, medical &
healthcare, chemicals/fertilizers, pharma, aviation/aerospace and
construction industry. Top 20 customer accounts for 66% of revenue
while 49% of revenue is derived from repeat clients. Inox is the largest
exporter, supplying to 66 countries and derives 45% of its revenue from
exports.

Capitalizing on growth opportunities: Indian cryogenic equipment
industry is expected to grow at 7.2% CAGR between CY23-28 driven by
increase in industrial output, increase in investments in electronics and
space sectors and shift towards cleaner fuel. Further, company plans to
move revenue mix towards large turnkey margin accretive projects.

Financials: Inox has demonstrated consistent growth with Revenue/PAT
CAGR of 28%/26% over FY21-23. It enjoys high and stable margin in the
range of 21-23%. Its return ratios are healthy with RoE at 29% for FY23.
Its net debt free and enjoys healthy free cash flow.

Issue Size: X14.6bn IPO consists of entirely OFS (by promoters), which
would result in promoter stake reducing to 74.9% from 99.3% pre-IPO.
The market cap post listing would stand at ~X60bn.

View: We like Inox given its presence in the niche space of cryogenic
equipment, leading position, diversified portfolio and robust financials. It
will benefit from shift towards cleaner fuels, higher investment in
electronics/space sectors & improving revenue mix towards high margin
projects. The IPO is priced at 29x 1HFY24 P/E (on an annualized & diluted
basis), which looks reasonable. Hence, we recommend Subscribe. Given
the first of its kind listing and buoyant market, the issue could see listing
gains as well.

Exhibit 1: Financials & Valuations (X mn)

Y/E March FY21 FY22 FY23 1HFY24
Revenue 5,938 7,827 9,659 5,646
Growth (%) - 31.8 234 16.0
Adj PAT 961 1,305 1,527 1,033
Growth (%) - 35.8 17.0 170.7
EPS (INR) 10.6 14.4 16.8 11.4
RoE (%)* 25.9 29.9 29.0 34.2
P/E (x)* 62.3 45.9 39.2 29.0

*Calculated on annualized/diluted basis at upper price band of 660, Source: RHP, MOFSL

Sneha Poddar — Research Analyst (Sneha.poddar@motilaloswal.com)
;Ridhi Mehta — Research Analyst (ridhi.mehta@motilaloswal.com)
Investors are advised to refer through important disclosures made at the last page of the Research Report.
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Peer Comparison

Exhibit 2: Ranked among top 10 global players

Market share of key crvogenic equipment suppliers globally (CY2022)
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Source: RHP, MOFSL

Risk and concerns

e ~14% and ~56% of revenue is derived from largest customer and top 10 customers,
respectively, for 1HFY24. Cancellation by customers or reduction in their orders
could have adverse effect on the business.

e Inox’s raw materials include aluminium products, stainless steel products
palladium oxide, etc. Any increase in raw material costs may adversely affect the
pricing and supply of the products and have an adverse effect on the operations.

e Cryogen leakage from equipment poses health hazards, thus company’s products
face inherent risk.

e All the manufacturing facilities are located in Gujarat and in the Union Territory of
Dadra and Nagar Haveli, thus exposing to regulatory and other geography specific
risks.
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About the Company

Exhibit 3: Diversified portfolio across entire cryogenic value chain

Wide range of products across the entire cryogenic value chain
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Exhibit 4: Diversified customer base across industry and geographies

Source: RHP, MOFSL
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Exhibit 5: Capitalize on opportunities in LNG and Hydrogen

4 I LNG I Hydrogen
¥ Demand driver - Asian nations like China, India, South ¥ Need forlarge scale movements of liquid Hydrogen
Growth Korea, Pakistan and Bangladesh increasingly shifting to gas ¥ Proposed launch of National Hydrogen Mission
drivers! from energy sources such as coal, crude oil and nuclear

v Key Industries — Refining, ammonia and methanol

Focus on users in remote islands, industrial consumers Solutions for Hydrogen fueling infrastructure, storage,
without access to natural gas pipelines, etc products for liquid Hydrogen distribution, helium IMO tank, etc
o Ny
Focus on N r
capturing the . .
entire value R e e NG S Shie Offer complete solutions for Hydrogen fueling infrastructure
chain store, re-gas and arrange re-distribution
Current focus area Target Portfolio
y . First Indian company to manufacture trailer mounted
2
'E Received orders from IOCL, BPCL & HPCL Hydrogen transport tank, designed jointly with ISRO
9 |
Enabling Supplied over 60% of tanks in stationary & trailer mounted Produced & supplied liquid Hydrogen tank to 2
growth mobile LNG tanks in India® customers in South Korea

Source: RHP, MOFSL

Exhibit 6: Expanding into the large Turnkey Project Business

]
Plan to mowve revenue mix towards large turnkey margin accretive projects
—

+  Limited competition in turnkey projects

+  Major economies of scale because of their size
+  Customization elements allow for higher margins

@ Aim to expand our business as a storage system provider

Strengthen Develop Leverage
W system engineering J construction skills b brand reputation

-+

Capitalize on project opportunities from clean energy transition

v

- [ $ ] Large turnkey projects over INRR 50+ Mn contributed 28.68% of FY23
" . I revenue from operations

Source: RHP, MOFSL
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Financials
Exhibit 7: Growing Exports (% of Revenue) Exhibit 8: Revenue grew at 28% CAGR over FY21-23
45.8
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Source: RHP, MOFSL Source: RHP, MOFSL
Exhibit 9: Consistent Margin Profile Exhibit 10: PAT grew at 26% CAGR over FY21-23
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Exhibit 11: Positive Free Cashflow Exhibit 12: Healthy return ratios
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Financials
Consolidated — Income Statement (X Mn)
Y/E March FY21 FY22 FY23 1HFY24
Net Sales 5,938 7,827 9,659 5,646
Change (%) - 31.8 234 16.0
Total Expenditure 4,593 6,151 7,615 4,343
% of Sales 77.3 78.6 78.8 76.9
EBITDA 1,345 1,676 2,044 1,304
Margin (%) 22.7 214 21.2 23.1
Depreciation 118 121 139 77
EBIT 1,227 1,555 1,904 1,226
Int. and Finance Charges 69 23 37 18
Other Income 152 210 183 154
Exceptional expense - - - -
PBT 1,311 1,742 2,050 1,362
Tax 350 437 523 328
Tax Rate (%) 26.7 25.1 25.5 24.1
Reported PAT 961 1,305 1,527 1,033
Adjustments - - - -
Adjusted PAT 961 1,305 1,527 1,033
Change (%) - 36 17.0 170.7
Margin (%) 16.2 16.7 15.8 18.3
Source: Company RHP, MOFSL
Consolidated — Balance Sheet (X Mn)
Y/E March FY21 FY22 FY23 1HFY24
Share Capital 91 182 182 182
Reserves 3,624 4,841 5,313 5,361
Net Worth 3,715 5,023 5,495 5,542
Minority Interest 0 0 0 0
Debt 675 545 90 427
Deferred Tax (Net) 58 77 83 100
Total Capital Employed 4,448 5,645 5,668 6,069
Net Fixed Assets 1,020 1,337 1,645 2,197
Current Assets 5,578 4,495 7,348 6,927
Inventory 1,458 3,225 4,128 4,069
Debtors 1,127 781 1,429 1,550
Cash and Bank Balance 2,019 88 617 233
Loans and Advances & OCA 974 400 1,174 1,076
Curr. Liability & Provisions 2,424 3,323 5,816 5,489
Account Payables 174 401 648 662
Current Liabilities 1,926 2,600 4,774 4,365
Other Long Term Liab. & Provs. 323 322 394 463
Net Current Assets 3,154 1,172 1,532 1,438
Appl. of Funds 4,448 5,645 5,668 6,069

Source: Company RHP, MOFSL
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Ratios
Y/E March Fy21 FY22 FY23 1HFY24
Basic (INR)
EPS 10.6 14.4 16.8 114
Cash EPS 11.9 15.7 18.4 12.2
BV/Share 40.9 55.3 60.5 72.5
DPS 0.0 0.5 11.0 0.0
Valuation (x)
P/E 62.3 45.9 39.2 29.0
Cash P/E 55.5 42.0 35.9 27.0
P/BV 16.1 11.9 10.9 9.1
EV/Sales 9.9 7.7 6.1 5.2
EV/EBITDA 435 36.0 29.1 22.7
Dividend Yield (%) 0.0 0.1 1.7 0.0
Return Ratios (%)
RoE 259 29.9 29.0 34.2
RoCE 23.0 26.6 27.9 33.3
Working Capital Ratios
Asset Turnover (x) 1.3 1.6 1.7 1.8
Inventory (Days) 90 109 139 132
Debtor (Days) 69 44 42 48
Leverage Ratio (x)
Net Debt/Equity -0.4 -0.5 -0.5 -0.5
Source: Company RHP, MOFSL
*All ratios are annualized & calculated at the upper price band of INR660
Consolidated — Cash Flow (X Mn)
Y/E March FY21 FY22 FY23 1HFY24
OP/(Loss) before Tax 1,311 1,742 2,050 1,362
Depreciation 118 121 139 77
Finance Cost 69 23 37 18
Income Taxes paid -350 -437 -523 -328
(Inc)/Dec in WC 1,205 -519 270 -161
CF from Operations 2,353 930 1,973 968
Others -46 40 -189 -73
CF from Operating (Net) 2,307 970 1,784 895
(Pur)/Sale of FA -59 -439 -467 -765
(Pur)/Sale of Investments 552 -2,805 738 213
Interest/Dividend received 120 90 19 19
Bank Deposits -1,604 1,919 -404 394
Others 490 -490 -0 -
CF from Investments -1,482 -746 -113 -139
Proceeds from borrowings 314 139 406 295
Issue of equity shares 0 - -
Interest Paid -69 -15 -31 -16
Dividend Paid -18 -45 -1,044 -998
Others 1,184 340 868 -
CF from Fin. Activity -957 -261 -1,536 -719
Adjustment on account of Foreign Currency Translation
Reserve -37 26 -9 6
Net Inc/Dec of Cash -169 -11 125 43

Source: Company RHP, MOFSL
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL >-10 % to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

Disclosures:
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Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INHO00000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in the business of providing Stock broking services, Depository
participant services & distribution of various financial products. MOFSL is a listed public company, the details in respect of which are available on www.motilaloswal.com. MOFSL is registered with the Securities & Exchange Board of India (SEBI) and is a registered
Trading Member with National Stock Exchange of India Ltd. (NSE) and Bombay Stock Exchange Limited (BSE), Multi Commodity Exchange of India Limited (MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities & is
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Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products. Details of associate entities of Motilal Oswal Financial Services Ltd. are available on the website at
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