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Introduction:
. . . ) . _ Stock
Ratnamani Metals and Tubes was incorporated in 1983. It is the market leader in manufacturing CMP (Rs) 890
Tubes & Pipes in Stainless Steel/Exotic and also a significant player in manufacturing Carbon Steel
Welded Pipes. The company is multi location and multi product enterprise. It caters to more than 16 Target Price (Rs) 1280
industries and has 37 countries export presence. The company is headquartered in Ahmedabad and Bsg code 520111
its manufacturing facilities are at Chhatral, Indrad and Kutch in Gujarat and its business offices are
situated in Mumbai, Delhi, Hyderabad and Chennai. The products are widely accepted by its end user NSE Symbol RATNAMANI
industries across India as well as abroad. Bloomberg RMT IN
Key Highlights: Reuters RMT.BO
= The current capacity of Ratnamani consists of 8000 tons of stainless steel seamless ey pata
tubes, 20,000 tons of stainless steel welded tubes & pipes, 6,500 tons of hot extrusion Nifty 10.784
facility for stainless steel tubes, 180000 tons of HSAW facility, 40,000 tons of LSAW '
facility, 60,000 tons of circ. Seam and 70,000 tons of ERW facility. 52WeekH/L(Rs) 1065/735
= The Stainless Steel Seamless and Carbon Steel segment is operating at optimum level O/s Shares (Mn) 46.7
while stainless steel welded pipes is lagging behind due to slag in demand, mainly from parket cap (Rs bn) 41
refineries/petchem and power sectors
o . - Face Value (Rs) 2
= The new expansion includes 20,000 tons of hot extruded pipe facility and 10,000 tons of
cold finishing facility in stainless steel segment. Average volume
= The overall capacity for Stainless Steel post capex completion would constitute 20,000 3 months 10590
Fons of .s.tainless steel welded facility, 18,000 tons of staiqlfess steel seamless. (cold fin- 6 months 15630
ish) facility and 26,500 tons of hot extruded seamless facility (16,500 for captive usage
and 10,000 tons for sale). 1 year 11240
= The company is mulling to scrap the existing old LSAW capacity of 40,000 tons and add Share Holding Pattern (%)
new capacity through Greenfield and debottlenecking process of 1.20,000 tons in car-
bon steel segment. This would increase overall carbon steel capacity from 3,50,000 tons
to 4,70,000 tons.
= We are optimistic about expansion in Stainless Steel Segment would be operational
from November 2019 and Carbon Steel Segment would be from December 2019.
= The delay in completion of expansion program was due to higher complexity and to en-
sure quality through rigorous assessment and testing processes.
= The company would be funding capex of around 600crores through long term debt (1/2)
and balance through internal accruals.
= The current order book stands at ~INR 1479 crores. The Stainless steel portion in order
book is ~INR 342 crores and carbon steel is ~INR 1137 crores. The export order stands .p
romoters ®FIl = DIl ®Others
at ~244 crores.
= The current working capital cycle is around six months and we believe it would remain at Relative Price Chart
elevated levels going forward due to ramping of new capacity would take time and raw 110000
material conversion period for customized value added products would be around 4
months. 100000
= We are expecting revenue growth in range of 10-15% for next two years and EBITDA

margins to be in 16-18% range.

Why we like this stock & valuation methodology

Ratnamani metals and tubes ltd. as a company always adhere to high quality and specialized prod-
ucts for niche market which helps to maintain market dominance and higher margins. The Company
has able to make difference through delivering premium products, offering wide product portfolio and
becoming preferred supplier. A decade of expansion and diversification later, company is at a very
important juncture of record high order book as well as international orders. Considering its leadership
position in the domestic stainless steel pipe segment, we believe Ratnamani is best suited to benefit
from the impending revival in the domestic capex cycle in oil refinery, petrochemicals, power and fer-
tilizer sectors. We expect Revenue/EBITDA/PAT to grow at CAGR of 23.3%/33.4%/31.1% respec-
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tively from FY18-FY21. Thus, we recommend BUY rating for a target price of INR 1,280 (upside 42%) Kunal Kothari (kunalkothari@bpwealth.com)

valuing at 18x PE to FY21E EPS.
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Favourable Sales Mix Better Capacity Utilization
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High Asset Turnover Ratio Improving Return Ratios
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Profit & Loss Statement

INR (in millions) FY16 FY17 FY18 FY19E FY20E FY21E
Revenue 17,177 14,117 17,898 26,411 28,375 33,570
Revenue Growth % 1.8% (17.8%) 26.8% 47.6% 7.4% 18.3%
EBITDA 2,856 2,572 2,659 3,848 4,643 6,314
EBITDA Growth % (4.6%) (9.9%) 3.4% 44.7% 20.7% 36.0%
PAT 1,652 1,443 1,518 2,315 2,384 3,322
PAT Growth % (4.2%) (12.7%) 5.2% 52.5% 3.0% 39.4%
EPS 35.4 30.9 325 49.5 51.0 71.1
EPS Growth % -4.2% -12.7% 5.2% 52.5% 3.0% 39.4%
No. of Shares (mn) 47 47 47 47 47 47

Balance Sheet (Consolidated)

YE March( INR in mn) FY16 FY17 FY18 FY19E FY20E FY21E
Liabilities

Equity Capital 93 93 93 93 93 93
Reserves & Surplus 10,348 11,776 12,987 14,962 17,089 20,155
Equity 10,441 11,869 13,080 15,056 17,183 20,248
Net Worth 10,441 11,869 13,080 15,056 17,183 20,248
Minority Interest

Net Deferred tax liability/(Asset) 483 481 429 429 429 429
Total Loans 143 0 789 1,000 4,000 4,000
Capital Employed 11,067 12,350 14,298 16,485 21,612 24,677
Assets

Gross Block 4,986 5,598 6,165 7,665 12,165 12,665
Less: Depreciation 526 1,117 1,711 2,465 3,440 4,685
Net Block 4,460 4,481 4,454 5,200 8,725 7,980
Capital WIP 477 383 469 469 469 469
Investments 43 117 109 120 132 145
Others 40 44 35 35 35 35
Current Assets

Inventories 2,947 3,391 5,740 5,835 5,992 6,871
Sundry Debtors 3,899 4,252 5,582 6,963 8,654 9,785
Cash and Bank Balance 108 147 46 899 900 3,145
Current Investments 242 738 0 0 0 0
Loans and Advances 801 431 806 806 806 806
Other Current Assets 155 146 224 227 230 232
Total Current Assets 8,152 9,105 12,398 14,730 16,583 20,840
Less: Current Liabilities & Provi-

sions

Sundry Creditors 1,225 1,163 1,928 2,831 3,518 3,978
Provisions 217 125 183 183 183 183
Other Current Liabilities 663 491 1,055 1,055 630 630
'SI'%II?ISCurrent Liabilities & Provi- 2105 1,780 3.166 4,069 4332 4792
Capital Applied 11,067 12,350 14,298 16,485 21,612 24,677
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of 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. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadver-
tent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fithess for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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