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Bright prospects for conductors and cables

Update on our interactions with Plant heads and senior officials during our visit to
Apar Industries’ Conductors plant, Silvassa, and Cables plant, Khatalwad, Gujarat

Conductors plant visit: Key takeaways

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

Started in 2013, the Silvassa conductor plant has a monthly production of ~7,000
tons, and current capacity utilization of ~80%

The plant manufactures conventional ACSR conductors and premium AAAC,
ACCC and HTLS conductors which find application in T&D. As a 100% export-
oriented unit, it caters to key markets of US, Australia, Scandinavia, and to an
extent, Africa. The other two strategically located facilities in Odisha cater to the
domestic market

Manufacturing process involves melting of aluminum ingots for casting into rods,
which are further processed into wires of varying levels of thickness based on
customer specifications. Alloy conductors involve additional steps in the form of
ageing and annealing, where the conductor is subjected to temperatures of 1600C
and 4000C respectively to increase strength and ductility

The average life of a conductor is ~30 years. The company enjoys healthy
replacement demand and premiumization in India as reconductoring is taking place
in urban areas marked by limited right of way, and erecting new poles and towers
entail additional costs. Apar has a dedicated team to reconductor live lines to
ensure minimal disruption

As HTLS conductors are used for renewable installations, demand for premium
conductors would be buoyant going forward. Notably, the company has supplied
4,000km worth of HTLS conductors to renewable energy projects in Rajasthan

The fact that US is investing in overhauling its infrastructure, coupled with growing
renewable energy capacity, augurs well for Indian players like Apar and Sterlite.
Notably, Chinese imports to the US have tapered off significantly in the wake of
geopolitical tensions, and the situation is unlikely to reverse in the near to medium
term. As US lacks any meaningful bauxite reserves, and also given high labour
costs, the possibility of the US onshoring conductor manufacturing is minimal
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Cables plant visit: Key takeaways

The Khatalwad cables facility manufactures a variety of cables which find application in
diverse sectors including railways, renewable energy, defence, oil & gas, marine, and mining.
~90% of the plant’s production is made to order as per customer specifications

The plant houses 4 e-beam machines, all of which have been procured from China, and a fifth
one is currently being installed

E-beam cables offer three key advantages over conventional cables viz. a) longer life (~50
years vs ~20 years), b) 30-40% higher load carrying capacity and c) improved safety with
better fire resistance. Further, even from the cost perspective, it is only ~10% higher which
is not a huge deterrent for customers

Though Apar is the first Indian player to adopt this technology and enjoys first-mover
advantage, its peers like RR Kabel, Polycab, and Havells have recently acquired e-beam
machines. However, installation and commissioning of these machines has been delayed as
Chinese engineers required for the same are not able to secure Indian visas due to simmering
tensions between the two countries

Compared to conventional and e-beam cables which have copper as the key input, optical
ground wires (OPGW) are made from a combination of silica and glass. They find applications
in 5G, GPS, signalling, railways, telecom, and the like

The fibres in an OPGW have a breadth of 0.9mm which is not easily discernible to the human
eye. For perspective, the breadth of a strand of human hair is 9mm. In an optical wire, higher
number of fibres translates to a higher data carrying capacity

As per management, the Cables segment is poised to clock in ~25-30% CAGR over the next
5 to 6 years on the back of a robust opportunity pipeline across end-user industries like solar,
wind, railways, defence, and infrastructure, both in India and overseas

VALUATION & VIEW

Over the years, Apar Industries has commendably moved up the value chain by offering
superior products and increasing its export footprint

Apar continues to be a proxy play on the domestic power sector as a huge chunk of its
revenues are linked to power infrastructure. The company’s focus on value-added products
will help it mitigate the risk from lower-margin business and help it gain market share both
in India and globally on the wings of its wide array of premium products

The company is reaping the benefits of product innovation and investment in R&D in the
form of higher share of premium conductors and growing share of exports in both cables and
conductors. Additionally, it enjoys strong traction in sunrise sectors such as green energy,
EV, and data centres along with traditional sectors such as railways, mining, and defence

At CMP, the stock trades at a P/E of 14.5x/11.1x and EV/EBITDA of 8.0x/6.2x for
FY24E/FY25E. We maintain our ADD rating on the stock with a revised TP of Rs3,451. We
reassign it a target multiple of 13x FY25E (vs 12x earlier) based on the strong pipeline and
near-term visibility for both Conductors and Cables, both in India and overseas

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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FINANCIALS

Exhibit 1: Balance Sheet (Consolidated)

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
Sources of Funds

Equity capital 383 383 383 383 383
Reserves 13,613 16,770 21,981 30,265 41,071
Non Controling Int. 0 0 0 0 0
Net worth 13,995 17,152 22,364 30,647 41,454
Debt 2,642 2,529 3,042 3,542 3,342
Deferred tax liab (net) 202 523 217 217 217
Total liabilities 16,839 20,204 25,623 34,406 45,012

Application of Funds

Gross Block 12,282 13,184 14,924 17,924 20,924
Depreciation 3,521 4,387 5,430 6,685 8,149
Fixed Asset 8,779 8,814 9,507 11,239 12,774
CWIP 287 383 991 991 991
Investments 604 305 543 42 42
Net Working Capital 7,169 10,702 14,582 22,134 31,206
Inventories 15,627 21,387 25,756 32,203 39,506
Sundry debtors 18,683 25,424 32,256 42,112 51,662
Cash & equivalents 2,225 2,666 5,301 5725 11,636
Loans & Advances 595 1,968 661 3,617 4,437
Other Current Asset 3,191 5,128 7,161 9,946 12,201
Sundry creditors 30,381 41,225 52,066 64,407 79,012
Provisions 112 187 164 181 222
Other current liabilities 2,659 4,459 4,324 6,881 9,002
Total Assets 16,839 20,204 25,623 34,406 45,012

Source: Company, YES Sec
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Exhibit 2: Income statement (Consolidated)

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
Revenue 63,880 93,200 143,522 180,834 221,842
% Change YoY (14.0) 45.9 54.0 26.0 22.7
Operating profit 4,191 5,479 12,270 14,919 18,302
EBITDA margins 6.6 5.9 8.5 8.3 8.3
% Change YoY (9.9) 30.7 124.0 21.6 22.7
Depreciation 934 978 1,043 1,255 1,465
EBIT 3,257 4,500 11,226 13,664 16,837
EBIT margins 5.1 4.8 7.8 7.6 7.6
Interest expense 1,360 1,406 3,055 2,833 2,673
Other income 186 325 375 434 532
Profit before tax 2,083 3,419 8,546 11,265 14,696
Taxes 478 853 2,168 2,830 3,692
Effective tax rate (%) 22.9 24.9 25.4 25.1 25.1
Net profit 1,605 2,566 6,377 8,435 11,005
Minorities and other 0 1 (0) 0 0
Net profit after minorities 1,605 2,565 6,378 8,435 11,005
Exceptional items 0 0 0 0 0
Net profit 1,605 2,565 6,378 8,435 11,005
% Change YoY 18.8 59.8 148.4 32.3 30.5
EPS (Rs) 41.9 67.1 166.6 220.4 287.6
Source: Company, YES Sec
Exhibit 3: Cash Flow Statement (Consolidated)
Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
Profit before Tax 2,083 3,419 8,546 11,265 14,696
Interest 562 608 1,553 2,833 2,673
Depreciation 935 979 1,043 1,255 1,465
Other Items 147 480 794 = =
(Inc)/Dec in WC (471) (2,140) (2,763) (7,129) (3,160)
Direct Taxes Paid 441 908 2,190 2,830 3,692
CF from Oper.Activity 2,814 2,438 6,983 5,395 11,982
(Inc)/Dec in FA (558) (1,305) (2,478) (3,000) (3,000)
Free Cash Flow 2,256 1,133 4,505 2,395 8,982
(Pur)/Sale of Invest. (589) 399 (211) 501 -
CF from Inv. Activity (1,147) (906) (2,689) (2,499) (3,000)
Change in Networth - - - - -
Inc/(Dec) in Debt (514) (171) 33 500 (200)
Interest Paid (663) (474) (1,200) (2,833) (2,673)
Dividends Paid (1) (364) (574) (152) (198)
Others (53) (56) (100) 13 0
CF from Fin. Activity (1,232) (1,064) (1,841) (2,472) (3,071)
Inc/(Dec) in Cash 435 468 2,453 424 5911
Opening cash Balance 1,639 2,070 2,532 4,988 5412
Others (4) (7) 3 = =
Closing cash Balance 2,070 2,532 4,988 5412 11,323

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 4: Du-pont Analysis

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
Tax burden (x) 5.3 4.0 3.9 3.6 34
Interest burden (x) 0.1 0.2 0.2 0.2 0.2
EBIT margin (x) 0.1 0.0 0.1 0.1 0.1
Asset turnover (x) 3.8 4.6 5.6 5.3 4.9
Financial leverage (x) 1.2 1.2 1.1 1.1 1.1
RoE (%) 17.9% 19.7% 37.5% 33.4% 30.4%
Source: Company, YES Sec
Exhibit 5: Ratio Analysis
Y/e 31 Mar FY21 FY22 FY23 FY24E FY25E
Basic (Rs)
EPS 41.9 67.1 166.6 220.4 287.6
Dividend per share 9.5 15.0 40.0 4.0 5.2
Cash EPS 58.1 69.7 138.5 149.6 304.1
Book value per share 365.7 448.2 584.4 800.8 1,083.2
Div. payout (%) 22.7 224 24.0 1.8 1.8
Valuation ratios (x)
P/E 76.1 47.6 19.1 14.5 111
P/CEPS 54.9 458 23.0 213 10.5
P/B 8.7 71 55 4.0 2.9
EV/EBIDTA 29.2 223 9.8 8.0 6.2
Dividend yield (%) 0.3 0.5 1.3 0.1 0.2
Profitability Ratios (%)
RolC 14.9 185 34.9 30.2 284
RoE 17.9 19.7 37.5 334 30.4
RoCE 14.9 16.7 32.7 29.7 28.0
Liquidity ratios
Debtor (days) 107 100 82 85 85
Inventory (days) 89 84 66 65 65
Creditor (days) 174 161 132 130 130
Net working Capital (days) 41 42 37 45 51
Asset Turnover (x) 3.8 4.6 5.6 53 4.9

Source: Company, YES Sec

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

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
securities described herein may or may not be eligible for sale in all

Apar Industries

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: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | IX 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  : Harsh Tewaney

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 of No
the month immediately preceding the date of
publication of the Research Report

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

Research Analyst has served as an officer, director
or employee of the subject company(ies)

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

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

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

Research Analyst or YSL has been engaged in

market making activity for the subject company(ies) M2

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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PRADEEP TEWANEY :
Date: 2023.06.25 20:26:53 +05'30":
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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 Il (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.

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