Sluggish Q1; Growth to Pick Up in H2

Est. Vs. Actual for Q1FY26: Revenue — MISS; EBITDA/t — BEAT; PAT — BEAT

Change in Estimates post Q1FY26:

Result Update
25" July, 2025

FY26E/FY27E: Revenue:-4%/-5%; EBITDA: -5%/-3%; PAT: -7%/-4%.

Recommendation Rationale

APL Apollo Tubes Ltd

Building Materials

BUY

Target Price

1,950

(CMP as of 24" July, 2025)

e Sluggish Q1FY26: Q1 performance was impacted by a weak macro backdrop as volumes
stood below expectations at 794 kt, down 7% QoQ, but up 10% YoY. Softer volume growth
was on account of i) volumes lost for 1 week in North India and the last 20 days of July in the
Middle East (Dubai) due to geopolitical tensions, ii) early onset of monsoon, and iii) softer
money supply at channel partners.

e EBITDA/t missed consensus by 6% and stood at Rs 4,683/t, down 4% QoQ, but up 12%
YoY, as the lower sales volume led to negative operating leverage and one-time notional

expense of Rs 100/t related to ESOPs, which increased the employee costs in the quarter.

e Growth likely to pick up in H2FY26: Management foresees growth to pick up from H2FY26
as government projects will pick up post monsoon, leading to the buying power of channel
partners (dealers). Exports to Dubai started recovering in Jul’25, and are likely to pick up in
H2FY26. Rate cuts could also lead to higher retail demand (independent housing). The
company’s strategy is to focus on EBITDA/t rather than pushing volumes in the market.

Sector Outlook: Cautiously Positive

Company Outlook & Guidance: FY26 sales volume growth guidance is revised down to 10-15%
YoY from earlier 15-20% YoY due to a softer start to FY26. EBITDA/t guidance for FY26 is now in
the range of Rs 4,600-5,000/t from earlier guidance of Rs 5,000/t. FY27 volume could grow by 15-
20% YoY, led by product development efforts and focus on exports. The current capacity is 4.3MT,
which will increase to 6.8MT by FY28. The total capex for this expansion is expected to be Rs 15
Bn and will be incurred equally over the next 3 years. The ultimate goal is to achieve 70% VAP
share and EBITDA/t of Rs 5,500-6,000/t.

Current Valuation: 35x P/E Mar’27 EPS (Unchanged)
Current TP: Rs 1,950/share (Earlier TP: Rs 2,035 published in our July’25 top pick)
Recommendation: We maintain our BUY rating on the stock.

Financial Performance: Numbers stood below expectations amidst a tough macro environment in
Q1FY26. Revenue grew by 4% YoY, but down 6% QoQ over a strong base of Q4FY25, missing
consensus by ~6%. EBITDA stood at Rs 372 Cr, up 23% YoY, but down 10% QoQ, ~6% miss
against consensus. EBITDA/t stood at Rs 4,683/t, up 12% YoY, but down 4% QoQ and 6% below
consensus, led by negative operating leverage on account of lower sales volumes and one-time
impact of ESOPs in employee costs. VAP share slightly improved at 61% vs. 60% in Q1FY25 (58%
in Q4FY25), and EBITDA/t across categories grew YoY. PAT stood at Rs 237 Cr, which grew by
23% YoY, but down 19% QoQ.

Key Financials (Consolidated)

CMP (Rs) 1,692

Upside /Downside (%) 15%

High/Low (Rs) 1,935/1,253

Market cap (Cr) 46,856
Avg. daily vol. (6m) Shrs. 6,56,621

No. of shares (Cr) 27.7
Shareholding (%)

Dec-24 Mar-25  Jun-25

Promoter 28.31 28.31 28.31
Fll 31.70 31.76 33.03
Mutual Funds / UTI 11.39 11.65 11.65
Financial Institutions ~ 0.00 0.00 0.00
Others 28.60 28.28 27.01
Financial & Valuations
(Rs. Cr) FY25A FY26E FY27E
Net Sales 20,690 24,285 29,493
EBITDA 1,199 1,769 2,299
Net Profit 757 1,153 1,547
EPS (Rs) 27.3 41.6 55.7
PER (x) 56.1 40.7 30.4
EV/EBITDA (x) 35.9 26.8 20.6
P/BV (x) 10.1 8.8 6.9
ROE (%) 19.4 24.2 25.6
Change in Estimates (%)

Y/E Mar FY26E FY27E
Sales -4% -5%
EBITDA -5% -3%
PAT -7% -4%
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(Rs Cr) Q1FY26 QoQ (%) YoY (%) Axis Est. Variance Aditya Welekar

Net Sales 5,003 -6% 5% 5,290 -5% Sr. Research Analyst

EBITDA 372 -10% 23% 360 3% Email: aditya.welekar@axissecurities.in
_49 0, 0

EBITDA{t (Rsit) 4,683 4? 120/0 4,536 30/0 Darsh Solanki

Net Profit 237 -19% 23% 229 4% Research Associate

EPS (Rs) 8.55 -19% 23% 8.23 4% Email: darsh.solanki@axissecurities.in

Source: Company, Axis Securities
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Outlook

The company’s vision is to expand its capacity to 10 MTPA by FY30, providing a growth tailwind in the longer term. We decrease our

FY26/27E EBITDA as we factor in lower sales volume. We decrease our TP to Rs 1,950/share from Rs 2,035/share earlier, led by lower
EBITDA estimates.

Valuation & Recommendation

We continue to value the company on Mar'27 EPS using a 1-year forward P/E target of 35x (unchanged) to arrive at our Mar'26 TP of Rs
1,950/share (from Rs 2,035/share). Our TP implies an upside of 15% from the CMP. We maintain our BUY rating on the stock.

Key Concall Highlights

Volumes to pick up in H2FY26: Volume pick up will be led by i) exports to the Middle East, which were impacted in Q1FY26.
Recovery is being witnessed in Jul’25. ii) Two new product lines got started, which will contribute in the next 7-8 months: a) is a
1000x1000 heavy structural tube with a capacity of 100 kt, and b) rust-proof tubes of 300 kt capacity have come up. These will give
incremental volumes, and iii) H2 of the fiscal year is usually stronger for the construction sector. Retail demand from independent
homes is likely to pick up as interest rates come down. Furthermore, dealers are sitting light on inventory, which will drive volume
growth.

Strategy to penetrate new markets — capacity expansion: The company targets to expand its current capacity from 4.5 MTPA
to 6.8 MTPA by FY28. The expansion will help it cater to the virgin East Indian market and high-margin international markets. The
expansion would include a brownfield expansion of 2 Lc Ton in Dubai, 5 Lc Ton roofing sheets and 1 Lc Ton Heavy structure in
Raipur. Greenfield expansion would include 2 Lc Ton in Gorakhpur, 3 Lc Ton in Kolkata, 3 Lc Ton in Bhuj (for focusing on exports
from India) and 3.6 Lc Ton in New Malur (including 1.6 Lc Ton shifting of existing lines). Furthermore, the company is also
expanding into speciality tubes with a 0.5 MTPA expansion. The total capex outlay is expected to be Rs 15 Bn over the next 3

years.

The Raipur plant is currently operating at ~60% utilisation on a blended basis. The Dubai plant contributed 6% of overall
volumes. Demand has recovered post-impacted Q1FY26 due to geopolitical tensions in the Middle East. Utilisation rates are going

up, and it is currently operating at a 60% utilisation level.

Increase in employee cost: In Q1FY26, the company’s employee cost was Rs 1,170/t at Rs 93 Cr. The higher employee cost is
due to the notional ESOP cost of Rs 6 Cr in the quarter. Going forward, sustainable quarterly employee cost will be in the range of
Rs 87-88 Cr, which will be at Rs 600-700/t.

Capital allocation strategy: Free Cash will be distributed equally between i) tax, ii) capex, iii) dividends/buybacks and iv)
reduction of other liabilities (trade payables and other current liabilities). Net cash as of Q1FY26 stood at Rs 2.1 Bn (vs. Rs 3.1 Bn
in FY25), and WC days remain in the single digit. By the end of FY26, the target is to achieve a much larger cash surplus.

General category EBITDA/t spreads improved by ~ Rs 1,000/t, since the last 2 quarters company has been selling the general
products at Rs 2,800/t (from <Rs 2,000/t earlier). The market has absorbed the price hike in general products, cementing APL

Apollos' brand positioning.

HRC vs. Patra spread: APL's Strategy is not to produce from Patra. When the spread between patra and HRC price is lower,
HRC-led structural steel tubes gain market share from patra. When the spread is higher, it will focus on its own HRC-led structural
products market with higher EBITDA/L.

Other highlights: Plants achieved 72% of power consumption based on RE power, and the company’s target is to take it to 80-

85% over the next 2-3 years. This will reduce overall power cost.

Key Risks to Our Estimates and TP

Failure to ramp up the expansion projects as guided by the company.
Steep fall in regional HRC prices leading to traders destocking.

Macroeconomic risk impacting the demand for structural steel.




Change in Estimates

Revised Old % Change
Rs. Cr FY25A FY26E FY27E FY25A FY26E FY27E FY25A FY26E FY27E
Net Sales 20,690 24,285 29,493 20,690 25,214 31,077 0% -4% -5%
EBITDA 1,199 1,769 2,299 1,199 1,871 2,363 0% -5% -3%
EBITDA/t 3,797 4,853 5,225 3,797 4,859 5,137 0% 0% 2%
PAT 757 1,153 1,547 757 1,242 1,614 0% -1% -4%
EPS (Rs.) 27 42 56 27 45 58 0% -8% -4%
Sales Volume (kt) 3,158 3,644 4,400 3,158 3,850 4,600 0% -5% -4%
Source: Company, Axis Securities
Results Review
0, 0,

Consolidated (Rs 1) QuZs Qa5 Ui QIR QIS g change VI cong

Sec Est (YoY) (QoQ) (%)
Sales Volumes (tonnes) 7,21,064 8,50,447 7,94,350 7,94,350 7,94,350 10% -7% 0% 0%
Sale of products 4,777 5,324 5,290 5,403 5,003 5% -6% -5% -7%
Other operating income 197 184 212 167 -15% -9% -21% NA
Total Revenue from Operations 4,974 5,509 5,502 5,170 4% -6% -6% NA
ASP (Rslt) 66,251 62,606 66,594 68,022 62,980 -5% 1% -5% -71%
Expenditure
Net Raw Material 4,270 4,696 4,726 4,380 3% -71% -71% NA
Employee Expenses 80 75 80 93 16% 23% 17% NA
Other Exp 323 323 336 324 0% 0% -3% NA
EBITDA 302 414 360 394 372 23% -10% 3% -6%
EBITDA Margin (%) 6.1% 7.5% 6.6% 7.2%
EBITDA per tonne (Rs/tonne) 4,183 4,864 4,536 4,961 4,683 12% -4% 3% -6%
Depreciation 47 58 56 54 17% -6% -3% NA
Interest 28 32 18 33 19% 3% 85% NA
Other Income 25 35 22 26 3% -27% 16% NA
PBT 252 359 309 310 23% -14% 0% NA
Tax 59 66 80 73 24% 11% -9% NA
Tax Rate (%) 23.4% 18.3% 25.9% 23.5%
PAT 193 293 229 237 23% -19% 4% NA
Mi - - - - NA NA NA NA
Attrib PAT 193 293 229 247 237 23% -19% 4% -4%
EPS (Rs.) 6.96 10.56 8.23 8.83 8.55 23% -19% 4% -3%

Source: Company, Axis Securities, Bloomberg Consensus




Financials (Consolidated)

Profit & Loss
Y/E March
Total Sales
Total Raw Materials
COGS
EBITDA
EBITDA per tonne
Depreciation
Interest & Finance charges
Other Income
EBT (as reported)
Tax
RPAT

Source: Company, Axis Securities

Balance Sheet

Y/E March

Equity Share Capital
Reserves

Net worth

Total loans

Deferred tax liability (Net)
Capital Employed

Net block

Investments

Inventories

Sundry debtors

Cash and cash equivalents
Total Current Assets
Total Current Liabilities
Net Current Assets
Capital Deployed

Source: Company, Axis Securities

FY24
18,119
15,617
16,669

1,192

4,553

176
113
75
978

245
732

FY24
56
3,549
3,605
1,125
126
5,029
3,031
103
1,638
139
345
3,341
2,157
1,184
5,029

FY25
20,690
17,870
19,158

1,199

3,797

201
133
96
960

203
757

FY25
56
4,153
4,209
615
153
5,172
3,370
126
1,623
267
369
3,183
2,424
759
5,172

FY26E
24,285
20,686
22,168
1,769
4,853
223
103
102
1,545
391
1,153

FY26E
56
5,251
5,306
515
153
6,200
3,647
194
1,930
266
345
3,638
2,353
1,285
6,200

(Rs Cr)

FY27E
29,493
25,095
26,820
2,299
5,225
246
83
118
2,088
541
1,547

(Rs Cr)
FY27E
56
6,742
6,798
415
153
7,639
3,901
236
2,343
323
1,264
5,214
2,855
2,359
7,639




Cash Flow

Y/E March
PBT

Depriciation & Amortization
Incr/(Decr) in Deferred Tax Liability
(Incr)/Decr in Working Capital

Net Cash Flow from Operating

(Incr)/ Decr in Gross PP&E incl Capital Advances
(Incr)/Decr In Work in Progress

(Incr)/Decr In Investments

(Incr)/Decr in Other Non-Current Assets

Cash Flow from Investing

(Decr)/Incr in Borrowings

Dividend

Cash Flow from Financing
Cash at the Start of the Year
Cash at the End of the Year

Source: Company, Axis Securities

Ratio Analysis

Ratios

Growth (%)
Sales

EBITDA

APAT
Profitability (%)
EBITDA Margin
Adj. Net Profit Margin
ROCE

ROE

Per Share Data (Rs.)
AEPS

Reported CEPS
BVPS

Valuations (x)
PER (x)

PEG (x)

P/BV (x)
EV/EBITDA (x)
Dividend Yield (%)
Turnover days
Inventory Days
Debtor Days
Payable Days
Gearing Ratio
D/E

Source: Company, Axis Securities

FY24
978
176

124

1,112

(695)

©®)

(916)

259
(139)
27
123
345

FY24

12.1
16.7
141

6.6
4.0
22.8
22.2

26.4
32.9
129.9

56.7
4.0
11.5
35.8
0.37%

34.1
2.9

42.4

0.3

FY25
960
201

167

1,213

(723)

(375)

(514)

(153)

(815)
345
369

FY25

14.2
0.6
3.4

5.8
3.7
20.1
19.4

27.3
35.6
151.6

56.1
16.7
10.1
35.9
0.38%

311
3.7
43.6

0.1

FY26E
1,545
223

(551)
827

(500)

(68)
(157)
(592)

(100)
(56)
(258)
369
345

FY26E

17.4
47.5
52.3

7.3
4.7
27.9
24.2

41.6
49.7
191.2

40.7
0.8
8.8

26.8

0.12%

29.2
4.2
39.3

0.1

(Rs Cr)

FY27E
2,088
246

(154)
1,603

(500)

(42)
(70)
(446)

(100)
(56)
(238)
345
1,264

(%)
FY27E

21.4
30.0
34.1

7.8
5.2
30.3
25.6

55.7
65.1
244.9

30.4
0.9
6.9

20.6

0.12%

29.1
3.8
354

0.1
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RATING SCALE: Definitions of ratings

Ratings Expected absolute returns over 12 — 18 months

BUY More than 10%

HOLD Between 10% and -10%

SELL Less than -10%

NOT RATED We have forward looking estimates for the stock, but we refrain from assigning valuation and recommendation.
UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events

NO STANCE We do not have any forward-looking estimates, valuation or recommendation for the stock

Note: Returns stated in the rating scale are our internal benchmark.
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