Ratnamani Metals & Tubes ratven

CMP: X 2375 Target: ¥ 2750 (16%) Target Period: 12 months

May 12, 2023

Healthy show; EBITDA margin surprises positively...

About the stock: Ratnamani Metals & Tubes (RMTL) is a niche player with superior
capabilities in the domestic industrial pipes and tube segment. RMTL manufactures
a wide range of stainless steel and carbon steel pipes & tubes, which find application
in key end user industries like oil & gas refineries, power, healthcare, etc.

e RMTL has an impeccable capital allocation strategy and best in class
operating margins and return ratios

e RMTL has healthy cash flows and a strong balance sheet. It is one of the few
players in the steel pipe sector having net cash position on its balance-sheet

Q4FY23 Results: RMTL reported a healthy Q4FY23 performance aided by healthy
growth in sales volumes and robust EBITDA margins.

e For Q4FY23, RMTL reported total sales volume of 106260 tonnes, up 57%
YoY and 60% QoQ, significantly higher than our estimate of 71500 tonnes.
Revenue from operations (standalone) for the quarter was at ¥ 1436 crore,
up 47% YoY, 36% QoQ, notably higher than our estimate of ¥ 1126 crore

e Standalone EBITDA for the quarter was at ¥ 292 crore, up 73% YoY, 50%
QoQ (our estimate of ¥ 179 crore). Standalone EBITDA margin for the
quarter was at 20.3%, up 300 bps YoY, 190 bps QoQ, higher than our
estimate of 15.9%

¢ Ensuing standalone PAT for the quarter was at ¥ 196 crore, up 75% YoY,
48% QoQ (our estimate of ¥ 121 crore)

What should investors do? RMTL's share price has given a return of ~63% over
the last one year (from ~% 1460 in May 2022 to ~% 2375 levels in May 2023).

e We maintain BUY rating on the stock
Target Price and Valuation: We value RMTL at % 2750, 28x FY25E EPS.
Key triggers for future price performance:

e RMTL's order book as on May 1, 2023 was at T 2440 crore, wherein in terms
of segment wise break-up stainless steel (SS) order book was at<¥ 737 crore,
while carbon steel (CS) orders book was at< 1703 crore

e For the standalone entity, topline guidance for FY24E is ~% 5000 crore, with
EBITDA margin guidance in the range of ~16-18%.

e Over FY23-25E, we expect the topline to grow at a CAGR of 13% while
EBITDA, PAT are expected to register CAGR of 14%, 16%, respectively

Alternate Stock Idea: In our metal sector coverage, we also like Jindal Stainless.

e Jindal Stainless (JSL) operates an integrated stainless-steel plant at Jajpur,
Odisha
e BUY with a target price of ¥ 300

Key Financial Summary (Standalone)

(Year-end March) FY20 FY21 FY22 FY23 CAGR (18-23) in %
Total Operating Income (% crore) 2,583 2,298 3,139 4,370 20
EBITDA (% crore) 424 400 495 762 23
EBITDA Margin 16.4% 17.4% 15.8% 17.4%

Net Profit (% crore) 307 276 322 514 28
EPS () 65.8 39.4 46.0 73.4

P/E (x) 36.5 40.6 34.8 32.7

RoCE (%) 19.0 15.7 17.3 24.1

RoE (%) 18.0 13.9 14.3 19.0
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Particulars

Market Capitalisation (3 crore) 16,820
Total Debt (FY23) (% crore) 150
Cash & Cash Eq (FY23) (% crore) 169
EV (% crore) 16,802
52 week H/L () 2511 /1434
Equity Capital (T crore) 14.0
Face Value %) 2

Shareholding pattern
(in%) Jun-22 Sep-22 Dec-22 Mar-23

Promoter 60.2 60.1 60.1 60.1
Flis 123 125 125 128
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® Any notable slowdown in
demand for steel pipes (both
stainless steel and carbon steel)

® Higher-than-expected increase in
operating costs

Research Analyst

Dewang Sanghavi
dewang.sanghavi@icicisecurities.com

FY24E  FY25E CAGR (23-25E) in %

4,954 5,619 13
855 983 14
17.3% 17.5%
591 688 16
84.3 98.2
28.5 24.4
22.8 22.1
18.4 18.1

Source: Company, ICICI Direct Research
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Exhibit 1: Variance Analysis (Standalone)

Q4FY23 Q4FY23E Q4FY22 YoY (%) Q3FY23 QoQ (%) Comments

Total Operating Income 1436 1126 974 47% 1057 369 Standalone topline came in notably higher than
our estimate

Other Income 6 8 10 -39% 6 -5%

Raw Material Expense 931 732 646 44% 685 36%

Employee Expense 52 55 39 33% 51 2%

Other Expenses 162 160 120 35% 126 28%

Total Operating Expenses 1144 947 805 42% 863 33%

EBITDA 292 179 169 73% 195 50% Standalone FBITDA came in significantly higher
than our estimate

EBITDA Margin (%) 20.3 15.9 173 300Bps 184 190 Bps Srandalone EBITDA margin came in notably
higher than our estimate

Depreciation 20 20 23 -15% 19 5%

Finance cost 7 6 6 15% 6 21%

Exceptional ltems 0 0 0 NA 0 NA

PBT 2n 161 149 81% 176 54%

Tax Outgo 75 40 37 102% 44 71%

PAT 196 121 12 75% 132 48% Standalone PAT came in significantly higher

than our estimate
Key Metrics (Volume in tonne)
Total §ales volumes (Carbon Steel 106260 71500 67791 57% 66314 60% Total sz.:lles volumes came in notably higher than
+Stainless Steel) our estimate
Source: Company, ICICI Direct Research
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Financial story in charts

Exhibit 2: Trend in standalone revenue (in X crore) & EBITDA margin (in %)
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Exhibit 3: Trend in standalone EBITDA (in % crore)
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Exhibit 4: Trend in Standalone PAT (in X crore)
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Exhibit 5: Valuation Matrix (Standalone)
Sales Growth EPS Growth PE P/BV EV/EBITDA RoNW RoCE

Rerore) (%) R (%) () () (x) (%) (%)
FY22 3,139 37 46 17 52 15 22.7 143 113
FY23E 4,370 39 73 59 33 6.2 21.9 19.0  24.1
FY24E 4,954 13 84 15 28 52 19.3 184 22.8
FY25E 5,619 13 98 16 24 44 16.5 181 221

Source: ICICI Direct Research, Company
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Financial Summary (Standalone)

ICICI Direct Research

Exhibit 6: Profit and loss statement < crore
(Year-end March) FY22 FY23 FY24E FY25E
Total Operating Income 3,139 4,370 4,954 5,619
Growth (%) 37% 39% 13% 13%
Raw Material Expenses 2,104 2,891 3,282 3,708
Employee Expenses 158 194 223 253
Other Mfg. Expenses 382 523 595 674
Total Operating Expenditure 2,644 3,608 4,100 4,635
EBITDA 495 762 855 983
Growth (%) 24% 54% 12% 15%
Interest & Finance Cost 21 23 19 17
Depreciation 80 76 91 109
Other Income 38 31 45 63
PBT before Exceptional ltems 431 694 790 920
Less: Exceptional ltems 0 0 0 0
PBT 431 694 790 920
Total Tax 108 180 199 231
PAT 322 514 591 688
Growth (%) 17% 59% 15% 16%
EPS 46.0 13.4 84.3 98.2
Source: Company, ICICI Direct Research

Exhibit 8: Balance sheet < crore
(Year-end March) FY22 FY23 FY24E FY25E
Liabilities

Equity Capital 9 14 14 14
Reserve and Surplus 2,238 2,685 3,192 3,796
Total Shareholders funds 2,247 2,699 3,206 3,810
Total Debt 148 150 150 150
Deferred Tax Liability 42 50 50 49
Other Non Current Liabilities 10 25 33 45
Source of Funds 2,447 2,924 3,439 4,054
Gross Block - Fixed Assets 1,665 1,807 2,007 2,207
Accumulated Depreciation 790 866 957 1,067
Net Block 875 941 1,050 1,141
Capital WIP 107 87 62 37
Net Fixed Assets 981 1,028 1,112 1,178
Investments 109 244 394 644
Inventory 1,112 1,193 1,357 1,539
Cash 42 33 59 93
Debtors 601 967 1,086 1,231
Loans & Advances & Other C; 116 105 94 85
Total Current Assets 1,871 2,298 2,597 2,949
Creditors 315 328 339 385
Provisions & Other CL 199 318 324 331
Total Current Liabilities 514 646 664 716
Net Current Assets 1,357 1,652 1,933 2,233
Other Assets 0 0 0 0
Application of Funds 2,447 2,924 3,439 4,054

Source: Company, ICICI Direct Research

RTML - ESG Disclosure Score*

ESG Disclosure Score

Score FY20 FY21 FY22
Environmental 04 04 04
Social 16.0 16.0 18.6
Governance 81.1 81.1 81.1
Overall ESG Score 32.6 32.6 33.4

Source: Bloomberg, ICIC/ Direct Research, *Score ranges
from 0 - 100 with a higher score indicating higher ESG
disclosures

ICICI Securities | Retail Research

(Year-end March) FY22 FY23 FY24E FY25E
Profit/(Loss) after taxation 322 514 591 688
Add: Depreciation & Amortization 80 76 91 109
Net (Inc) / dec in Current Assets -845 -436 -273 -318
Net Inc / (dec) in Current Liabilities 138 132 18 52
CF from operating activities -305 287 427 532
(Inc)/dec in Investments 528 -135 -150 -250
(Inc)/dec in Fixed Assets -120 -123 -175 -175
Others 0 0 0 0
CF from investing activities 408 -258 -325 -425
Inc / (Dec) in Equity Capital 0 5 0 0
Inc / (Dec) in Loans -48 2 0 0
Dividend & Dividend Tax -65 -84 -84 -84
Others -1 39 8 1
CF from financing activities -114 -38 -76 -13
Net Cash flow -1 -9 26 34
Opening Cash 54 42 33 59
Closing Cash 42 33 59 93
Source: Company, ICICI Direct Research

Exhibit 9: Key ratios I crore
(Year-end March) FY22 FY23 FY24E FY25E
Per share data (%)

EPS 46.0 73.4 84.3 98.2
Cash EPS 57.4 84.3 97.3 113.8
BV 321 385 457 544
DPS 9 12 12 12
Cash Per Share 6.1 4.8 8.5 13.3
Operating Ratios (%)

EBITDA margins 15.8 17.4 17.3 17.5
PBT margins 13.7 15.9 15.9 16.4
Net Profit margins 10.3 11.8 1.9 12.2
Inventory days 129 100 100 100
Debtor days 70 81 80 80
Creditor days 37 27 25 25
Return Ratios (%)

RoE 14.3 19.0 18.4 18.1
RoCE 17.3 24.1 22.8 22.1
RolC 17.6 24.3 23.2 22.6
Valuation Ratios (x)

P/E 34.8 32.7 28.5 24.4
EV / EBITDA 22.7 21.9 19.3 16.5
EV / Revenues 3.6 3.8 3.3 2.9
Market Cap / Revenues 3.6 3.8 3.4 3.0
Price to Book Value 1.5 6.2 5.2 4.4
Solvency Ratios

Debt / Equity 0.1 0.1 0.0 0.0
Debt/EBITDA 0.3 0.2 0.2 0.2
Current Ratio 3.6 3.5 3.8 4.0
Quick Ratio 1.4 1.7 1.8 1.8

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
4—1
ﬂlCICIU;/«.“{ com | ilfj 1 |
I»lelml/!ll'n'/;:lul Fingertips | BHOF{ER \ :
ICICI Securities Ltd. FSsTARMINE | |
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Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

| We, Dewang Sanghavi, MBA (Finance), Research Analysts, authors and the names subscribed to this 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 our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

R

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is regi i with | F latory Development Authority of India Limited (IRDAI)

as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is
India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details

in respect of which are available on www.icicibank.com.

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

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of retums to investors. None of the research recommendations promise or guarantee any

assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Anoop Goyal

Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business
relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining
a financial interest in the securities or derivatives of any companies that the analysts cover. Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding
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Technical Research Reports. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. ICICI Securities Limited has two independent
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This 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 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 report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this 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 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. ICICI Securities accepts no liabilities
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