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Jai Balaji Industries

Duct Iron Pipes and Specialized Ferro Alloys to
be key products moving forward

We went for Jai Balaji Industries’ plant visit at Durgapur, West Bengal where the
company has its TMT bars producing DRI manufacturing capacity and DI Pipes
producing Blast Furnace facilities cupped with backward integrated operations. Post
the plant visit, we got to interact with the management as well. The key takeaways
from our visit are provided below-

Capacity expansion plans to focus on capturing the DI Pipes and Ferro
Alloy markets

Currently, JBIL’s capacity for Specialized Ferro Alloys and DI Pipes stands at 130,000
tpa and 240,000 tpa. With brownfield expansions happening at the West Bengal unit,
the company is undergoing an expansion plan to reach 190,000 tpa for Ferro Alloys
and 660,000 tpa for DI Pipes. The commissioning of the plants will take place by FY25.
Additionally, this capex will be incurred through internal accruals. The primary focus
reason for a foray towards these products is that the management believes this move
to provide sustainable margins in the range of 18-20% in the long run.

VAP to be the focus point to improve margins

JBIL will be focusing on three main value-added products - TMT Bars, DI Pipes and
Specialized Ferro Alloys. Currently, the share of VAP in total revenue stands at 55%
and the management aims to bring these up to 75-80% as the VAP attracts higher
pricing as well as EBITDA margins. Through TMT Bars and DI Pipes, JBIL wants to be
placed on capturing the domestic market. Whereas the Specialized Ferro Alloys is a
key product catering to the export markets completely. Currently JBIL is exporting to
~40 countries and meeting the requirements of each in terms of carbon content and
increased chromium value in the alloys. We see the ferro alloys division to be a key
driver for JBIL’s future as it’s an industry with very few competitors and requires higher
technical expertise to produce the low carbon ferro alloys.

The brownfield expansion also aims at cost reduction and carbon control

Apart from the above-mentioned capex plans, JBIL is also taking initiatives on
improvising its backward integration operations. At the heart of it lies, the doubling of
the sinter plant capacity from the current 608,000 tpa to 1,208,000 tpa. The sinter
plant will not only help in improving the current blast furnace efficiencies, but also add
security on the cost savings front for the new blast furnace expansion. The company is
also undertaking its blast furnace expansion by ~241,000 tpa to have a total BF capacity
of 750,000 tpa. The sinters help in improving BF operations and efficiency as well as
reduces coke consumption in the BF plant and JBIL wants to bank on the same for
achieving cost efficiencies.

Management has a strong stand to not raise debt and grow through
internal accruals

The company has taken significant debt reduction initiatives over the recent years. Net
Debt stood at Rs 34,079mn in FY21, which is now at Rs 5,665mn levels. The company
aims to be a net cash company over the next 12-15 months. Currently, the debt
outstanding has been refinanced from Tata Capital Financial Services with a pledge of
the shareholder's stake. The management guidance is to maintain the Net
Debt/EBITDA at 0.6x as of March 2024.
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KEY HIGHLIGHTS FROM THE MANAGEMENT
MEET

Industry Overview and Outlook

JBIL’s focus is on capturing the growth in DI Pipes industry in India in the upcoming years.
River Linking and Irrigation is expected to be a key demand driver for the DI Pipes sector.

Management believes that the government shall be introducing new policies to inculcate
growth aspects like the Jal Jeevan Yojana.

Water consumption in the country is expected to increase. Especially, in cities where the
scarcity issue needs to be tackled (e.g., Chennai, Bangalore etc.)

A change in trend is also seen in the pipes sector from the usage of PVC and cement pipes
to DI Pipes.

Capex Plans

Brownfield expansion taking place has a total cost estimation of Rs 1,000 crores, out of which
the company has already spent Rs 550 crores.

The management was more focused on the current expansion plans and proposed that the
plans post FY2026 are still under discussion and shall be addressed in a timely manner.

A similar project on a greenfield front would cost the company about Rs 3,000 crores, hence
financial sense dictated to utilize the current land and infrastructure to have one of the
lowest cost capex in the sector.

Debt Profile

JBIL has undertaken massive debt reduction over the last few years. The shutting down of
plants, cancellation of coal blocks, rising iron ore costs, mining bans clubbed with rising
borrowing costs had put the company in a massive debt trap.

The management had to be resilient enough to pull the company out of the debt burden and
has done phenomenally well on the debt front.

The company has now taken debt restructuring initiatives which helped in curbing interest
costs as well as the debt burden.

As of today, the debt stood somewhere between Rs 490-500 crores and according to the
management, the company has cash fixed deposits of ~Rs 150 crores.

JBIL also got its first credit re-rating in 12 years. JBIL received a BBB- rating from CRISIL.

Day to Day Operations

JBIL has fixed price contracts with a 3-month duration.

PCI injection helps the company save roughly Rs 4,000/t. The company has received tax
benefits of roughly Rs 1,700 crores. The tax burden for FY25E should be somewhere
between 7.5-8%. From FY26E onwards, expect the same to be in the 22-25% range.

DRI to TMT conversion costs stand at Rs 10/kg. Hot metal to DRI conversion costs ~Rs
15/kg.
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PLANT VISIT IN PICTURES

Exhibit 1: Iron Ore Stockyard

Source: Plant Visit

Exhibit 2: Coking Coal Stocking

Source: Plant Visit
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Exhibit 3: Coke Plant Model Outlay
e

Source: Plant Visit

Exhibit 4: Iron Ore Fines to Sinter - Raw Materials
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Source: Plant Visit
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Exhibit 5: Captive Power Plant
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Source: Plant Visit

Exhibit 6: Hot Metal Production

Source: Plant Visit
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Exhibit 7: TMT Bars Production Centre
-

Source: Plant Visit

Exhibit 8: DI Pipes Products in a nutshell

G KITE MARK CERTIFIED

A BALAJL INDUSTRIES LTD

Source: Plant Visit
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FINANCIALS

Exhibit 9: Income Statement

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23
Revenue 29,123 27,852 46,925 61,251
COGS 22,398 20,693 33,245 42,996
Employee Cost 900 887 1,089 1,316
Other Expenses 5,468 5,318 10,508 14,376
EBITDA 357 954 2,083 2,562
EBITDA (%) 1.2% 3.4% 4.4% 4.2%
Depreciation 968 940 913 979
EBIT -611 14 1,170 1,583
EBIT (%) -2.1% 0.0% 2.5% 2.6%
Other Income 553 108 299 355
Interest 1,028 880 988 889
Exceptional Items 58 - - -
PBT (1,143) (758) 481 1,049
Tax = = = 471
PAT (1,143) (758) 481 578
EPS (10.35) (6.86) 4.35 4.11

Source- Company Annual Reports, YES Sec

Exhibit 10: Balance Sheet

Y/e 31 Mar (Rs mn) FY20 ‘ FY21 FY22 FY23
Net Block 12,332 11,766 11,601 11,268
CWIP 977 1,020 523 688
Other Non-current Assets 4,045 4,268 4,179 3,927
Inventory 5,786 6,992 7,580 8,214
Receivables 2,844 2,440 1,561 2,293
Cash & Bank 228 258 221 515
Total Assets 29,793 30,062 29,691 29,599
Share Capital 1,105 1,105 1,105 1,455
Reserves (17,684) (18,435) (17,733) 4,106
Non-current Liabilities 6,617 5,787 5,867 6,558
Current Liabilities 39,754 41,606 40,453 17,480
Total Equity and Liabilities 29,793 30,062 29,691 29,599

Source- Company Annual Reports, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 7



~/ YES SECURIT1ES

INSTITUTIONAL EQUITIES

Jai Balaji Industries

Exhibit 11: Cash Flow Statement

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23
Profit before Tax (1,143) (758) 481 1,049
Profit before Working Capital changes 516 1,121 4,303 5,904
Working capital changes 2,410 423 351 (2,641)
Cash flow from Operations 2,926 1,545 4,654 3,263
Taxes Paid (20) (4) (27) (54)
Net Cash flow from Operating Activities 2,906 1,541 4,627 3,209
Capex (370) (422) (1,273) (924)
Other Investments 0 26 30 (251)
Net Cash flow from Investing Activities (370) (395) (1,244) (1,176)
Net Cash flow from Financing Activities (2,497) (1,000) (3,508) (1,921)
Opening Cash Balance 71 111 256 132
Net Change in Cash 39 146 (124) 113
FX Changes - - - -
Ending Cash Balance 111 256 132 245

Source- Company Annual Reports, YES Sec

Exhibit 12: Key Ratios
Y/e 31 Mar (Rs mn) FY20 ‘ FY21 FY22 FY23
Growth (%)
Total Sales -4% 68% 31%
EBITDA 167% 118% 23%
EBIT -102% 8324% 35%
PAT -34% -163% 20%
Profitability (%)
GP Margins 23% 26% 29% 30%
EBIDTA Margins 1% 3% 4% 4%
EBIT Margins -2% 0% 2% 3%
PAT Margins -4% -3% 1% 1%
ROCE 11% 7% -4% 5%
ROE 7% 4% -3% 10%
Per Share Data (Rs)
EPS (10.4) (6.9) 4.4 4.1
BVPS (150.1) (156.9) (150.6) 39.5
Valuations (x)
P/E (1.7) (5.3) 10.5 11.1
P/BV (0.1) (0.2) (0.3) 1.2
EV/EBIDTA 102.3 40.0 17.6 5.8
Market Cap/Sales 0.1 0.1 0.1 0.1

Source- YES Sec

For important information about YES Securities (India) Ltd. and other disclosures,
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL
and are subject to change without any notice. The report and
information contained herein are strictly confidential and meant solely
for the intended recipient and may not be altered in any way,
transmitted to, copied or redistributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written
consent of YSL.

The information and opinions contained in the research report have
been compiled or arrived at from sources believed to be reliable and
have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy,
completeness, authenticity or validity. No information or opinions
expressed constitute an offer, or an invitation to make an offer, to buy
or sell any securities or any derivative instruments related to such
securities. Investments in securities are subject to market risk. The value
and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. Investors should note that
each security's price or value may rise or fall and, accordingly, investors
may even receive amounts which are less than originally invested. The
investor is advised to take into consideration all risk factors including
their own financial condition, suitability to risk return profile and the
like, and take independent professional and/or tax advice before
investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general
nature which may not be specifically suitable to any particular investor.
Past performance may not necessarily be an indicator of future
performance. Actual results may differ materially from those set forth
in projections. Registration granted by SEBI and certification from NISM
in no way guarantee performance of the intermediary or provide any
assurance of returns to investors.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the
use of this report. This 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 YSL and associates to any
registration or licensing requirement within such jurisdiction. The

Jai Balaji Industries

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.

YES Securities (India) Limited distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ are not associated persons of any U.S. regulated
broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading
securities held by a research analyst account. This report is intended for
distribution by YES Securities (India) Limited only to "Major Institutional
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated
and/or transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 7t" Floor, Urmi Estate Tower A, Ganpatrao
Kadam Marg, Opp. Peninsula Business Park, Lower Parel (West),
Mumbai - 400 013, Maharashtra, India.

I research@ysil.in | Website: www.yesinvest.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL &
NSDL: IN-DP-653-2021 | MERCHANT BANKER: INM000012227 |
RESEARCH ANALYST: INHO00002376 | INVESTMENT ADVISER:
INAO00007331 | Sponsor and Investment Manager to YSL Alternates
Alpha Plus Fund (CAT Il AIF) SEBI Registration No.: IN/AIF3/20-21/0818 |
AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Aditya Goenka,
Email id: compliance@ysil.in, Contact No: 022- 65078127 (Extn: 718127)

Grievances Redressal Cell: customer.service@ysil.in/igc@ysil.in
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DISCLOSURE OF INTEREST

Name of the Research Analyst : Manav Gogia

The analyst hereby certifies that opinion expressed in this research
report accurately reflect his or her personal opinion about the subject
securities and no part of his or her compensation was, is or will be
directly or indirectly related to the specific recommendation and opinion
expressed in this research report.

I Particulars Yes/No

No.

Research Analyst or his/her relative’s or YSL's

financial interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more

2 securities of the subject company(ies) at the end No
of the month immediately preceding the date of
publication of the Research Report

Research Analyst or his/her relative or YSL has
3 any other material conflict of interest at the time No
of publication of the Research Report

Research Analyst has served as an officer, director

or employee of the subject company(ies) N

YSL has received any compensation from the

subject company in the past twelve months No

YSL has received any compensation for
investment banking or merchant banking or
brokerage services from the subject company in
the past twelve months

No

YSL has received any compensation for products
or services other than investment banking or
merchant banking or brokerage services from the
subject company in the past twelve months

No

YSL has received any compensation or other
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
company(ies)

Since YSL and its associates are engaged in various businesses in the
financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever
nature from the subject companyf(ies) in the past twelve months or
associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI)
registered Stock broker holding membership of National Stock Exchange
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is
also a SEBI-registered Category | Merchant Banker, Investment Adviser
and Research Analyst. YSL is also a Sponsor and Investment Manager of
Alternate Investment Fund - Category Ill (YSL Alternates) and AMFI
registered Mutual Fund Distributor. The Company is also a registered
Depository Participant with CDSL and NSDL. YSL offers, inter alia,
trading/investment in equity and other financial products along with
various value added services. We hereby declare that there are no
disciplinary actions taken against YSL by SEBI/Stock Exchanges.
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