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IFGL Refractories is a well-established player in a hard to master refractories business and has marquee client 
relationships with a track record spanning 4 decades. The company has come of age in last few years and is likely to 
re-rate materially led by the following:- 

 Blowout Earnings growth after 4-5 years of consolidation – IFGL is expected to deliver blowout earnings growth 
with Consolidated EBITDA expected to double to Rs180-200cr (in FY22-23E) vs Rs90-100cr range of last 3-4 years. 
This is led by i.) several proactive steps taken by the management (capacity expansion at all domestic plants of 
Kandla/Orissa/Vizag and recruitment of industry veterans from peers at key positions), ii) gain in market share in 
domestic refractory business through increased product offerings and better customer reach (already visible in 
9MFY21 nos as IFGL has added several clients in both mini-mills and large mills in the last few years) and iii) 
favourable demand scenario from end-user industry of steel globally. We also expect IFGL’s overseas subs (all 100% 
owned) to do very well in next two years as those markets recover from Covid and company benefits from spare 
capacity, solid client base and established product profile. 

 Net Cash balance sheet and superlative cash flow generation track record => High payout on the cards – IFGL has 
~Rs2.4bn net cash on BS as at Dec’20 (accounting for >25% of current Mcap) and we see high probability of increased 
payouts through dividends and/or buyback. IFGL has best cash flow generation track record in the industry (well 
ahead of MNC peers) with cumulative OCF/FCF of Rs4.1bn/Rs2.7bn over FY16-20 vs cumulative EBITDA of Rs4.6bn 
which implies >100% EBITDA to OCF conversion (post tax basis).  

 Market’s perception on low return ratios changing leading to re-rating - IFGL has traditionally traded at large 
discount (as high as 65-70%) to other MNC refractory companies (Orient Refractories and Vesuvius) led mainly by low 
return ratios of IFGL which in turn were impacted due to large goodwill on the books. We see the discount narrowing 
led by 1. Lowering of impact of goodwill as IFGL has been writing down Rs27cr of goodwill every year (5 years already 
done and 5 more are left), 2. Large earnings growth aiding return ratios and 3. Better performance by IFGL vs MNC 
peers on most metrics from FY21 getting noticed by the investors. Corporate governance has been top notch at IFGL 
which investors appreciate. While the reported ROE/ROCE are impacted by cash and goodwill, adjusted ratios are 
much better (with adjusted ROCE/ROIC at 22%/35% in FY21E) and expected to keep improving as EBITDA improves 
and goodwill write-off builds. 

 Ready to re-rate - The stock is trading at extremely compelling valuations of 3.3x/2.6x FY22E/23E EV/EBITDA for a 
niche business which has been throwing consistent cash flows and is in midst of strong earnings break-out. The 
current multiples of IFGL imply a discount of 65-70% vs MNC peers even though they are expected to deliver much 
lower growth vs IFGL. We see high probability of markets spotting this anomaly sooner than later leading to re-rating 
for IFGL. We see fair value of IFGL at Rs600 based on 8.5x FY23E EV/EBITDA.  
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IFGL Refractories 
CMP: Rs265, MCap: Rs9.5 bn l Fair Value: Rs600 

Coming of Age and ready to re-rate 

(Rs Cr) FY17 FY18 FY19 FY20 FY21E FY22E FY23E 
CAGR/Avg - 

FY20-23E 

Revenue 766 835 950 917 1,050 1,125 1,230 10% 

EBITDA 99 96 108 92 170 180 203 30% 

PAT 50 47 50 19 98 120 137 92% 

PAT-adj* 67 65 68 50 115 137 155 45% 

OCF (last 3Y avg) 58 51 59 100 126 132 129 9% 

ROE - %* 20% 16% 14% 9% 19% 19% 18% 19% 

ROCE - %* 19% 15% 15% 12% 22% 21% 21% 21% 

ROIC - %** 19% 15% 17% 16% 35% 38% 39% 37% 

P/E (x) 10.2 23.0 16.8 30.4 9.4 7.7 6.7   

EV/EBITDA (x) 5.3 11.5 7.4 4.8 3.9 3.3 2.6   

EV/3Y OCF (x) 9.0 21.8 13.5 4.4 5.3 4.6 4.1   

*adj. for goodwill write-off, **adj. for goodwill and cash 
       Source: Company, MNCL Research Estimates 

Sahil Sanghvi 
sahil.sanghvi@mnclgroup.com 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publicly listed company, is engaged in services of retail broking, credits, portfolio 
management and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports 
periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange 
Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 
offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable 
sources believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of 
any financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile 
application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social 
networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are 
expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to 
be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though 
disseminated to clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their 
receiving this report.  

The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently 
available information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. 
The actual performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this report should 
be evaluated keeping in mind the fact that these-  

 are based on estimates and assumptions  

 are subject to significant uncertainties and contingencies  

 will vary from actual results and such variations may increase over a period of time  

 are not scientifically proven to guarantee certain intended results  

 are not published as a warranty and do not carry any evidentiary value.  

 are not based on certain generally accepted accounting principles  

 are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports 
based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals 
and as such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is 
accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or 
mechanical error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information 
and are not to be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its 
officers, directors and employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may 
arise to any person from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the 
information contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information 
do not constitute scientific publication and do not carry any evidentiary value whatsoever.  

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited 
except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed 
therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 
update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the 
entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent 
evaluation of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all 
investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, 
investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments 
referred to in research reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase 
and sales of options. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or 
price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume 
currency risk.  

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return 
basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of 
valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a 
hold, reduce or sell. The opinions expressed in the reports are subject to change, but we have no obligation to tell our clients when our opinions or 
recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The 
reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.  

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or 
companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance 
of reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies 
mentioned therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the 
financial instruments of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests 
with respect to any recommendation and related information and opinions.   
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We further undertake that-  

 No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the 
subject company.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 
company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed, and investors may suffer losses which may exceed their original 
capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 
this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 
Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession 
this document comes should inform themselves about and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any 
foreign jurisdiction laws.  

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 
Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  

 

 

 

 

 

 

 

 

 

Analyst holding in stock: NO  

Key to MNCL Investment Rankings  

Buy: Upside by>15%, Accumulate: Upside by 5%to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by>15%  

 

Monarch Networth Capital Ltd. (www.mnclgroup.com)  

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. Udyog Bhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 
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