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In the interest of timeliness, this document is not edited  

 Company Update 

 

Kirloskar Ferrous Industries Ltd. (KFIL’s) announced acquisition of controlling 
stake (51%) in Indian Seamless Metal tubes (ISMT) at consideration of Rs4.77bn 
through purchase of ISMT’s preferential shares, is an attempt at forward 
integrating the existing pig iron assets with few other synergies. While we 
believe in KFIL’s plans to turnaround ISMT assets, it will come at additional cost. 
Completely merging the ISMT business will further need debt or equity dilution. 
Therefore, we believe that KFIL could have derived a better deal to lighten up 
medium term liabilities. We lower our TP to Rs310 (previously Rs360) and retain 
the BUY rating on Kirloskar Ferrous Industries (KFIL) on revised valuation of the 
consolidated business.  

 KFIL acquires controlling stake in ISMT: KFIL has announced the acquisition of 
controlling stake ~51% in Indian Seamless Metal tubes ltd. at a consideration 
of Rs4.77bn through purchase of preferential shares in ISMT. KFIL will also 
provide a loan worth Rs1.94bn to ISMT for a period of 3months. ISMT is one 
of the most diversified manufacturers of seamless tubes used in manufacture 
of auto components, bearing races, OCTG products, drill rods, boilers, etc. 
ISMT is well known for its carbon steel, wide range of alloy steel and bearing 
steel used for industrial applications. Their capacities are spread across four 
locations – two tube plants, a steel plant and a power plant. 

 An attempt at forward integration with quite a few synergies:  This is an 
attempt to forward integrate KFIL’s pig iron production which will be processed in 
the EAF to make alloy steel and eventually alloy steel tubes. With apprx. 30% of 
the tubes supplied to automobile customers, KFIL can leverage the existing 

network of automobile majors in the casting business.  There will be other 
synergies of raw material sourcing such as scrap which both the companies 
require for their manufacturing process. 

 Acquisition prima facie expensive; asset turnaround will entail costs: We believe 
in KFIL management‘s turnaround plan for ISMT assets which includes resetting 
working capital financing lines which were previously frozen, ramping up capacity 
utilisation, reducing power & fuel and employee cost to improve margins, 
improving sales realisations and savings from lower finance cost. ISMT’s power 
plant is shut since April 2014 due to which we expect substantial capital 
expenditure to restart it. Further acquiring the minority stake in ISMT would 
require debt or equity dilution for KFIL. That debt for KFIL may continue for at 
least 3years due to the on-going huge capital expenditure for existing business. 

 Valuation and risks: We ascribe a 5x multiple to the Sept’23E EBITDA of the 
consolidated business and arrive at TP of Rs310/share. At CMP – 
Rs222/share, the stock trades at 4.4x FY23E EV/EBITDA. The lower multiple is 
attributable to the commodity risk of the business (steel and pig iron), lower 
return ratio profile and high debt burden on the books for a longer duration. 
Key risk: Delay in transforming the ISMT assets, commodity price risk, debt 
burden, delay in execution of cost saving projects at KFIL.  

Currently our estimates are only for KFIL standalone but valuations factor in the 
acquisition. 

 
 

Target Price 310  Key Data  

   Bloomberg Code KKF IN 

CMP* 222  Curr Shares O/S (mn) 138.4 

   Diluted Shares O/S(mn) 138.4 

Upside 40%  Mkt Cap (Rsbn/USDmn) 30.9/412 

Price Performance (%)   52 Wk H / L (Rs) 314/118 

 1M 6M 1Yr  5 Year H / L (Rs) 314/37 

KKF IN -4.5 -7.5 69.2  Daily Vol. (3M Avg.) 191361 

NIFTY -3.4 10.9 31.8    

Source: ACE Equity, Bloomberg, MNCL Research 
 

Shareholding pattern (%) 
 

Particulars Sept-21 Jun-21 Mar-21 Dec-20 

Promoter 59.1 59.1 59.1 59.3 

FPIs 0.5 0.3 0.11 0.2 

DIIs 12.2 13.3 13.8 14.1 

Others 28.2 27.3 26.9 26.4 

 Source: BSE 

 

 

KFIL Consolidated financials (Pro-forma) 

Rs mn (Consol) FY22E FY23E FY24E 

Revenue 56,292 60,971 65,215 

EBITDA 8,424 9,221 10,508 

EBITDA margins - % 15 15 16 

Depreciation 1,776 1,975 2,018 

Interest 3,533 886 630 

PBT 3,188 6,473 8,100 

Adj. PAT 1,720 5,314 6,075 

Minority interest -1,308 896 1,079 

Adj. PAT for KFIL shareholders 3,029 4,418 4,996 

EPS 22 32 36 

    

Net Debt 18,885 9,887 3,522 

ROE - % 11.8 13.2 13.1 

ROCE - % 9.2 17.1 18.8 

PER 10.1 7.0 6.2 

EV/EBITDA 5.9 4.4 3.3 

Source: Company, MNCL Research estimates 

  
 
 
 
 
 
 
 
 
 
 

                                                                    Sahil Sanghvi 
                                                 sahil.sanghvi@mnclgroup.com 

 

 

INDIA l Institutional Research l Metals l 2nd December 2021  

Kirloskar Ferrous Industries Ltd. l BUY l TP: 310 

A slow forward march 

 

Y/E Mar (Rsmn) Revenue YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) Adj EPS RoE (%) RoCE (%) P/E (x) EV/EBITDA (x) 

FY20 18,497 (14.3) 2,153 11.6 1,124 14.5 8.2 16.3 12.3 8.7 6.0 

FY21 20,381 10.2 4,615 22.6 3,021 168.9 21.8 35.1 25.6 5.0 3.9 

FY22E 36,259 77.9 7,222 19.9 4,404 45.8 31.8 38.1 24.3 7.2 5.9 

FY23E 36,616 1.0 6,542 17.9 3,476 (21.1) 25.1 24.2 16.3 9.2 6.1 

FY24E 36,202 (1.1) 6,881 19.0 3,862 11.1 27.9 23.0 17.4 8.2 5.4 

Source: MNCL Research Estimates, Financials are for KFIL standalone entity  
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KFIL acquires ISMT through management control  

KFIL has announced the acquisition of controlling stake ~51% in Indian Seamless Metal Tubes Ltd. 
(ISMT) as a first step to achieve its vision of US$1bn in turnover by FY30. ISMT is one of the most 
diversified manufacturers of seamless tubes (6 to 273mm) in the world. The seamless tubes are used in 
variety of application such as manufacture of auto components, bearing races, OCTG products, drill 
rods, boilers, heat exchangers, etc. ISMT is well known for its carbon steel, wide range of alloy steel (20 
to 225mm diameter) and bearing steel for industrial applications.  

 

Asset details 

ISMT has 3 decades of experience with assets spread across 4 locations in Maharashtra of which two 
plants manufacture seamless alloy tubes and one plant manufactures alloy steel through EAF route. 
The alloy tubes are manufactured for high end application in automobiles and bearings (FY21 - 37% of 
total sales), general engg. (20%), Power (13%), OCTG (7%), etc.  

1. Ahmednagar – 65ktpa – tube plant 
Ahmednagar unit is into manufacturing of seamless tubes especially for bearings, automotive 
construction equipment and material handling at this location. This unit is mainly for lower 
diameter of tubes or where ratio of diameter/thickness is lower as compared to Baramati 
unit. 
 

2. Baramati – 400ktpa – tube plant 
Baramati plant manufactures products like Cold Drawn Tubes (used for precision items) and 
Hot Finish Tubes.  
 

3. Jejuri – 350ktpa – Steel plant 

The steel plant manufactures cast billets, bearing and alloy steel rolled billets. The cast billets 
are consumed in-house in the tube division at Baramati. The bearing and alloy steel rolled 
billets are consumed at tube division located in Ahmednagar as well as sold in the market.  
Apart from bearing steels, the Company produces a vast array of specialised high quality 
steels for automotive industry, forging industry, textile machinery, fasteners and various 
other applications 
 

4. Chandrapur – 40MW thermal power plant  
This power plant has been non-operational since April 2014 due to issues of banking power.  

 

Exhibit 1: ISMT’s asset has been struggling to perform in the last 6years due to rising leverage 

Rs mn (Consolidated) FY16 FY17 FY18 FY19 FY20 FY21 

Revenue 10,156 12,037 15,579 18,536 13,254 12,518 

EBITDA 39 453 796 1,157 881 -142 

EBITDA margins - % 0.4% 3.8% 5.1% 6.2% 6.6% -1.1% 

Adj. PAT -3,948 -2,818 -2,428 -2,117 -2,404 -2,842 

Capacity utilisation - tubes 16% 20% 34% 48% 45% 30% 

Capacity utilisation - steel 35% 36% 42% 50% 34% 44% 

Net Debt 23,466 18,001 29,307 30,309 32,348 34,865 

Source: Company, MNCL Research 

Funding plan 

KFIL will acquire 51.25% stake in ISMT through purchase of 154mn preference shares issued by ISMT 

@ Rs30.95/share which results in a consideration of Rs4.77bn. KFIL will also offer a bridge loan to 

ISMT worth Rs1.94bn for a period of 3months @ 9% interest rate. KFIL plans to finance these 

requirements through debt. After the above mentioned payments, all the existing debt liabilities of 

ISMT will be taken-off the books.  

 

 



 

 

 

3 Kirloskar Ferrous Industries Ltd. 

 Company Update 

Open Offer 

KFIL also announced an open offer to buy another 25% stake in ISMT @ Rs31.84/share. We do not 

expect much traction in this open offer because the ISMT market price has already run up in 

anticipation. 

Shareholding post acquisition 

KFIL will acquire 51.25% stake through the purchase of 154mn preference shares in ISMT thereby 

getting them a controlling stake to turnaround the asset. Details of the shareholding post acquisition 

below: 

Exhibit 2: KFIL will acquire controlling stake in ISMT 

Present shareholding  
No of shares 

(mn)  % 

ISMT Promoters share 71.2 48.6 

Public holding 75.3 51.4 

Total  146.5 100 

   

Proposed shareholding (excl. open offer)   

ISMT Promoters share 71.2 23.7 

KFIL holding through preferential shares 154.0 51.2 

Public holding 75.3 25.1 

Total 300.5 100 

Source: Company, MNCL Research 

 

Synergies from this acquisition – Substantial though not a game changer 

KFIL already supplies pig iron to ISMT for manufacturing steel which is expected to ramp up with 

higher utilization at ISMT plants. However, this will not lead to full forward integration for KFIL’s pig 

iron and therefore the commodity business of KFIL will still continue.  KFIL can also leverage its existing 

network with auto OEMs for promoting the tubes used in automotive components. There will be other 

synergies of raw material sourcing such as scrap which both the companies require for their 

manufacturing process.  

 

Action plan for Asset Turnaround 

1. Re-organise working capital financing: 
Close door on working capital financing is one of the reasons limiting the ramp up of utilisation at 

ISMT. This is also not letting ISMT service government contracts for the sale of tubes to PSU oil 

companies. Once the old debt is written off and the new financing lines open up under the KFIL 

parentage, larger working capital will be available at attractive cost to ISMT. This will also allow ISMT 

to bid for PSU contracts and thereby improving offtake. 

2. Ramp up on capacity utilisation: 
ISMT has never exceeded 50% utilisation levels in past due insufficient working capital availability. One 

of the main drivers of cost efficiencies would be ramping up on capacity utilisation at all the three 

plants. KFIL will also then focus on improving realisations for its products and reducing raw material 

and finished goods inventory.  

3. Savings in interest expense 
Present interest cost for ISMT is 8-10% due to the prevailing bankrupt conditions. This is expected to 

reduce once the existing debt is written-off. Improvement in credit rating should further improve cost 

of finance for ISMT. Under the KFIL parentage, new financing lines are expected to be issued at 

favourable cost. 
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4. Reduction in Power cost:  
Currently, the high power cost is the main reason for operation losses at ISMT in the last 6 years. 

Currently, Power & fuel cost (P&F) at ISMT is ~19% of the sales as compared to KFIL which is at 3% of 

revenues. We expect some P&F cost benefits with ramp up of capacity. The existing power plant at 

Chandrapur is not fired up since 2014 and will run efficiently only if operated at or above 36MW of 

load. Also, Maharashtra government has not allowed banking of power at this plant due to which there 

has be real time utilisation of entire power generated at Chandrapur plant. But for drastic reduction of 

power cost, KFIL would have to either set up a new renewable energy power plant or source power 

from WHRP at Koppal. 

We believe once the new casting capacity at Solapur is commissioned, KFIL will not have substantial 

surplus power to be transferred from its Koppal plant. Therefore exploring a new power plant will 

come at a high capital cost if need be.  

5. Reduction in employee benefits:  
Currently, employee benefit expenses are 11% of revenues which can be reduced to 5-6% through 

restructuring. 

 

Our view on acquisition: Relatively high payout for the asset 

After analysing the existing asset and the expected liabilities to ramp up this asset, we believe that the 

valuation assigned to ISMT assets is expensive due to the following reasons: 

Exhibit 3: Expensive valuations for an average asset 

Attributed Valuation - Rs mn FY23E 

Value paid - 51% stake 4770 

Equity Value - 100% 9300 

Add: Net Debt 2520 

EV 11,820 

FY23E EBITDA 2680 

Attributed multiple 4.4 

Source: Company, MNCL Research 

1. Not addressing the issue of high power cost immediately will keep the margins muted. ISMT 
will further require debt to fund the power plant related capital expenditure.  

2. The working capital lines once refinanced will be ranging from Rs2-3bn annually.  
3. Also minimum of Rs0.5-1bn capital will be required towards maintenance and other expenses 

to re-align the plant as per the requirement and standards of KFIL.  
All this funding will be done through debt on the books of ISMT which will eventually also 
show up on books of KFIL in consolidated numbers. 

4. For acquiring the balance stake in ISMT, KFIL will have to either raise debt or raise equity 
which will lead to equity dilution in medium term.  

5. Therefore, we believe that the 4.4x EV/EBITDA valuation ascribed to ISMT is expensive in sight 
of the expected liabilities in the medium term to optimize margins and acquire full stake. 

6. Except for maintenance and working capital cost, we do not assume the other debts 
mentioned above for our calculations in exhibit 3 and exhibit 4. Above mentioned issues will 
keep debt burden lasting on KFIL books for a period of at least 3years with high finance cost 
creating dent in profits. 

 

However, we have no doubts over the turnaround of the ISMT assets and KFIL will over 

a period of time manage to make the asset efficient although they have to bear 

substantial attendant costs. 

Therefore, we believe that KFIL deserved a better deal to lighten up the liabilities in 

short term for the ISMT assets.  
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Exhibit 4: ISMT Financial and Operational Summary along with Projections 

Rs mn (Consol) – Rs crore FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Revenue 1,204 1,558 1,854 1,325 1,252 2,003 2,435 2,901 

EBITDA 45 80 116 78 -14 120 268 363 

EBITDA margins - % 3.8% 5.1% 6.2% 5.9% -1.1% 6.0% 11.0% 12.5% 

Depreciation 66 61 57 66 64 79 80 82 

Interest 270 277 278 275 263 313 11 6 

PBT -282 -244 -237 -242 -342 -268 184 295 

tax 0 -1 - -2 0 - - 74 

Adj. PAT -282 -247 -212 -249 -293 -268 184 221 

Net Debt 2,562 2,825 3,032 3,235 3,486 831 172 -157 

         

Capacity (tonnes)         

Tubes 465000 465000 465000 465000 465000 465000 465000 465000 

Alloy steel 350000 350000 350000 350000 350000 350000 350000 350000 

         

Sales         

Tubes 88852 134606 151000 115000 95000 150472 178191 197990 

Alloy steel 83527 83838 78000 53000 75000 96599 140874 175087 

         

Blended EBITDA/tonne (Rs/tonne) 2,630 3,645 5,050 4,621 -835 4,865 8,396 9,721 

         

Segment Revenue         

Tubes 715 1115 1317 982 798 1365 1552 1776 

Alloy steel 391 450 478 298 420 584 818 1047 

Others 98 -7 59 45 34 54 66 78 

Total 1204 1558 1854 1325 1252 2003 2435 2901 

         

Return Ratios         

ROE - % NM NM NM NM NM NM 10.3 11.0 

ROCE - % NM NM NM NM NM 1.9 9.4 10.0 

 

Assumptions for the above estimates: 

1. We expect the acquisition to complete by March’22. We have assumed Rs1bn worth capital 
required for repairs and maintenance to raise it the KFIL standards. Debt is expected to stay 
high in FY22 due to re-financing of working capital and high cash outflow for the finance cost.  

2. Debt is expected to reduce to Rs1.7bn in FY23 as the internal accruals and low finance cost 
lead to savings thereby driving the working capital requirements. 

3. We have not assumed any extra cost towards reducing power cost or installing a new power 
plant. Installation of new power plant is expected to result in margins higher than our 
estimates. 

4. We expect capacity ramp up as guided by the management along with reasonable margin 
improvement to arrive at the above estimates. 

 

 

 

 

 

 

 

 

 

Source: Company, MNCL Research 
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Valuations – Revert to commodity heavy business 
We believe that this acquisition will lead to formation of business which will be more exposed to 
commodity risk (~60% of the EBITDA driven by commodity business) as compared to the previous 
business which had exposure to the stable castings. The return ratios also will shrink as compared to 
the previous business due to lower margins of the tube and steel business as compared to castings. 
The consolidated entity will also be burdened with debt upto FY25 due to which we ascribe a 5x 
multiple to the Sept’23E EBITDA of the consolidated business and arrive at TP of Rs310/share. At CMP 
– Rs222/share, the stock trades at 4.4x FY23E EV/EBITDA. 

Exhibit 5: EV/EBITDA valuation 

EV/EBITDA valuation - Rs mn Sept'23 

EBITDA - Total 9,864 

Ascribed 1-yr frwd EV/EBITDA (x) 5.0 

EV 49,321 

Sub: Net Debt 6,705 

Fair value mkt cap 42,617 

No. of shares (mn) 138 

Fair Value/share (Rs) 310 

CMP 222 

Upside 40% 

Source: Company, MNCL Research 

 

 1-year forward EV/EBITDA chart Exhibit 6:  1-year forward P/E chart Exhibit 7:

  
Source: Bloomberg, MNCL Research estimates Source: Bloomberg, MNCL Research estimates 
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Pro-forma Consolidated financials – Summary 
Exhibit 8: KFIL-ISMT Consolidated financials 

Rs mn (Consol) FY22E FY23E FY24E 

Revenue 56,292 60,971 65,215 

EBITDA 8,424 9,221 10,508 

EBITDA  margins - % 15 15 16 

Depreciation 1,776 1,975 2,018 

Interest 3,533 886 630 

PBT 3,188 6,473 8,100 

Adj. PAT 1,720 5,314 6,075 

Minority interest -1,308 896 1,079 

Adj. PAT for KFIL shareholders 3,029 4,418 4,996 

EPS 22 32 36 

    

Net Debt 18,885 9,887 3,522 

ROE - % 11.8 13.2 13.1 

ROCE - % 9.2 17.1 18.8 

PER 10.1 7.0 6.2 

EV/EBITDA 5.9 4.4 3.3 

Source: Company, MNCL Research  

Assumptions for the above consolidated estimates: 

1. We do not assume any further debt or equity dilution for raising stake from the current 
51.25% levels either through open offer or from any merger in the future.  

2. We expect the whole Rs6.8bn of the capital required for the current acquisition and loan to 
be funded by debt and none from internal accruals as the internal accruals will be majorly 
used to service the existing expansion plans of the pig iron and castings business. 
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Conference call – Key takeaways 

1. ISMT is the right value addition allowing KFIL enter steel industry and expand customer base. 

All the existing debt at ISMT will be settled at Rs6.7bn. 

2. ISMT is the largest seamless tube manufacturer in India, very well known for its bearing 

quality steel and seamless steel. Seamless steel goes into manufacturing of auto component, 

hydraulic pipeline tubes, engineering tubes, etc. 

3. Steel plant in Jejuri has a rolling capacity of 1.8Ltpa while tube capacity at Baramati is 3Ltpa 

expandable to 3.5Ltpa. 

4. UItilisation levels will be uplifted after restructuring and availing new financing lines for 

working capital loans. 

5. ISMT’s offtake has been largely constant due to high leverage but recently sales have ramped 

up to Rs4.7bn in 1QFY22. ISMT has been EBITDA (including other income) positive except 

1QFY21 which was impacted due to Covid. 

6. Settlement with lenders will happen at Rs6.7bn and KFIL will infuse Rs4.7bn through equity 

which gives them 51.25% stake in ISMT. 

7. Operational improvement opportunities in ISMT: One time settlement of debt on books which 

will lower interest cost substantially. Capacity utilization increase will let ISMT participate in 

government contracts for the tubes business and also turn positive in net worth. Employee 

related expenses which are 11% of revenues can be reduced to 5 or 6% through restructuring. 

8. Power & fuel cost of ISMT is very high currently. Maharashtra government allows 15mins 

banking of power for the Chandrapur plant unless KFIL gets base load of 36MW. All of this is 

under investigation but until then other options will be explored. KFIL will use power from 

Hospet plant or will look at solar power plants for reducing power cost at ISMT. 

9. Open offer is mainly to public and not to the promoters. KFIL management doesn’t expect 

huge participation in the open offer.  

10. Power plant at Chandrapur, subsidiary in Germany and land in Karnataka – KFIL will evaluate 

options to squeeze out the best of these assets. After the examination, the assets will be 

classified as in use or will be impaired. 

11. Plants are well maintained and do not require very high capital cost for repairs. KFIL considers 

this asset as very good quality and should be able be turnaround in best timeline.  

12. At optimum utilization, offtake of 3Ltpa of steel and 2Ltpa of tubes is definitely possible which 

should take turnover beyond Rs30bn. Margin in last quarter was 6% which will be ramped up 

once the utilization increases and KFIL manages the power cost which can come down to Rs4-

5/ unit from current Rs9/unit. 

13. Alternate business plan for ISMT: Option of manufacturing steel in Koppal using blast furnace 

will reduce power requirement from 800units/tonne to 400units/tonne and then this steel 

will be rolled in Jejuri. This will be decided after examination of assets. 

14. Immediate debt will not exceed Rs7bn. KFIL is prepared for funding the open offer and 

doesn’t expect any huge infusion for working capital needs as ISMT has good net current 

assets/ existing working capital.  

15. KFIL is currently at Rs1.30bn of capital loans vs more than Rs2bn as of Mar’21.  

16. Merger of ISMT with KFIL is a logical step to convert it into one entity. KFIL expects to convert 

ISMT into sustainable business which will be able to service its own loans, expansion and 

working capital requirements.  

17. After the EGM, KFIL will seek approvals from Competition Commission (CCI) and SEBI which 

should take 2-3months.  

18. According to the new regime, there will write backs due to loans and KFIL will not be using the 

carry forward losses. 
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Quarterly Financials and Key Performance Indicators – 
KFIL standalone 

 Quarterly Financials Exhibit 8:

Y/E March (Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Q2FY22 

Net Sales (incl. op. income) 4,553 4,482 2,130 4,862 5,901 7,487 8,228 9,584 

Cost of Raw Materials consumed 2,781 2,397 1,264 2,517 2,911 3,830 4,423 5,782 

Staff Cost 228 243 196 242 360 269 293 323 

Other Operational expenses 1,016 1,092 555 1,008 1,183 1,431 1,397 1,617 

Operating Profit (Core EBITDA) 527 749 116 1,095 1,447 1,957 2,115 1,862 

Depreciation 148 147 177 190 192 201 208 213 

EBIT 380 603 -61 905 1,255 1,756 1,907 1,649 

Interest 41 32 68 64 63 56 53 51 

Other Revenue/Income 5 143 6 7 6 10 10 7 

Other Exceptional Items 0 0 0 0 0 0 0 0 

Profit Before Tax 344 713 -123 847 1,198 1,710 1,864 1,606 

Tax 110 138 48 192 15 356 469 407 

Tax rate (%) 32 19 -39 23 1 21 25 25 

Profit After Tax 233 575 -171 655 1,183 1,353 1,395 1,199 

         

Margin (%)         

EBITDA 
12 17 5 23 25 26 26 19 

EBIT 8 13 -3 19 21 23 23 17 

PAT 5 13 -8 13 20 18 17 13 

 
        

Sales Volumes (tonne)         

Pig Iron Merchant 91,767 81,953 40,011 81,467 88,968 1,03,244 1,17,681 1,39,326 

Castings 20,009 20,730 10,672 24,388 28,847 28,600 27,282 30,107 

 
        

Net Sales (Rs mn)         

Pig Iron Merchant 2,593 2,480 1,125 2,524 2,981 4,043 4,959 5,974 

Castings 1,835 1,893 957 2,221 2,719 2,848 2,823 3,330 

Others 125 109 49 118 201 596 447 297 

         

Realisations (Rs/t)         

Pig Iron Merchant 28,261 30,255 28,127 30,978 33,506 39,161 42,135 42,878 

Castings 91,684 91,317 89,627 91,078 94,249 99,566 1,03,467 1,10,606 

Source: Company, MNCL Research 

 Key assumptions Exhibit 9:

 
FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 

Revenue (Rs mn) 
        

Pig Iron 6,231 5,889 9,160 11,757 10,700 10,673 22,095 21,202 

Castings 4,607 5,191 7,213 9,231 7,342 8,744 13,104 14,248 

 
        Sales Volumes (kt) 

        Pig Iron 2,89,485 2,53,495 3,06,304 3,58,558 3,58,146 3,13,690 4,85,600 5,57,960 

Castings 56,661 65,892 82,922 97,268 78,664 92,507 1,17,000 1,37,000 

 
        Net Sales Realisations (Rs/t) 

        Pig Iron 21,525 23,231 29,906 32,790 29,876 34,025 45,500 38,000 

Castings 81,303 78,786 86,981 94,904 93,335 94,524 1,12,000 1,04,000 

Source: Company, MNCL Research estimates 
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Financials (KFIL standalone) 
 Income Statement Exhibit 10:

Y/E March (Rs mn) FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Revenues 13,651 11,139 11,327 17,652 21,592 18,497 20,381 36,259 36,616 36,202 

Materials cost 8,236 5,924 5,867 11,488 13,502 11,331 10,522 21,083 21,166 19,859 

% of revenues 60.3  53.2  51.8  65.1  62.5  61.3  51.6  58.1  57.8  54.9  

Employee cost 652 709 735 807 937 964 1,066 1,237 1,410 1,607 

% of revenues 4.8  6.4  6.5  4.6  4.3  5.2  5.2  3.4  3.9  4.4  

Others 3,273 2,997 3,002 4,260 5,034 4,049 4,177 6,717 7,499 7,855 

% of revenues 24.0  26.9  26.5  24.1  23.3  21.9  20.5  18.5  20.5  21.7  

EBITDA 1,490 1,509 1,722 1,098 2,119 2,153 4,615 7,222 6,542 6,881 

EBITDA margin (%) 10.9  13.6  15.2  6.2  9.8  11.6  22.6  19.9  17.9  19.0  

Depreciation 504 444 459 495 542 575 760 987 1,171 1,199 

EBIT 985 1,066 1,263 602 1,577 1,578 3,855 6,235 5,371 5,682 

Interest expenses 298 235 105 110 165 173 252 407 776 575 

PBT from operations 687 831 1,158 493 1,412 1,405 3,604 5,828 4,595 5,107 

Other income 31 22 53 52 55 156 28 44 40 42 

Exceptional items 0 0 0 0 0 0 0 0 0 0 

PBT 718 853 1,211 544 1,468 1,562 3,632 5,872 4,635 5,149 

Taxes 226 275 333 164 486 438 611 1,468 1,159 1,287 

Effective tax rate (%) 31.4% 32.2% 27.5% 30.2% 33.1% 28.1% 16.8% 25.0% 25.0% 25.0% 

Reported PAT 493 578 878 380 982 1,124 3,021 4,404 3,476 3,862 

Adjusted PAT 493 578 878 380 982 1,124 3,021 4,404 3,476 3,862 

Source: MNCL Research Estimates  

 Key Ratios Exhibit 11:

Y/E March FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Growth Ratio (%)           

Revenue 10.8 (18.4) 1.7 55.8 22.3 (14.3) 10.2 77.9 1.0 (1.1) 

EBITDA 33.5 1.3 14.1 (36.3) 93.1 1.6 114.3 56.5 (9.4) 5.2 

Adjusted PAT 23.7 17.4 51.9 (56.7) 158.3 14.5 168.9 45.8 (21.1) 11.1 
Margin Ratios (%)           

EBITDA 10.9 13.6 15.2 6.2 9.8 11.6 22.6 19.9 17.9 19.0 
PBT from operations 5.0 7.5 10.2 2.8 6.5 7.6 17.7 16.1 12.5 14.1 

Adjusted PAT 3.6 5.2 7.8 2.2 4.5 6.1 14.8 12.1 9.5 10.7 
Return Ratios (%)           

ROE 11.2 12.2 16.3 6.5 15.7 16.3 35.1 38.1 24.2 23.0 
ROCE 10.4 11.0 13.1 6.0 13.4 12.3 25.6 24.3 16.3 17.4 

ROIC 10.2 10.9 12.8 5.6 13.0 11.3 25.7 24.5 16.4 17.5 
Turnover Ratios (days)           

Gross block turnover ratio (x) 1.6 1.2 1.2 1.8 2.1 1.5 1.3 2.0 1.6 1.5 
Debtors 47 46 68 60 64 58 65 60 60 60 
Inventory 32 30 39 45 42 47 51 50 50 50 

Creditors 55 45 53 74 74 74 66 70 70 70 
Cash conversion cycle 24 31 54 31 32 30 49 40 40 40 

Solvency Ratio (x)           
Net debt-equity 0.3 0.2 0.2 0.1 0.2 0.4 0.3 0.8 0.5 0.3 

Debt-equity 0.3 0.2 0.2 0.1 0.2 0.4 0.3 0.8 0.5 0.3 
Interest coverage ratio 3.3 4.5 12.0 5.5 9.6 9.1 15.3 15.3 6.9 9.9 

Gross debt/EBITDA 0.9 0.7 0.6 0.7 0.6 1.4 0.6 1.5 1.3 0.8 
Current Ratio 0.9 1.0 1.2 1.1 1.1 1.0 1.0 1.2 1.0 1.1 

Per share Ratios (Rs)           
Adjusted EPS 3.6 4.2 6.4 2.8 7.1 8.2 21.8 31.8 25.1 27.9 

BVPS 33.1 35.8 42.4 43.1 47.8 52.5 72.2 94.7 112.5 130.6 
CEPS 7.3 7.4 9.7 6.4 11.1 12.3 27.3 38.9 33.6 36.6 

DPS 1.2 1.2 1.8 1.3 2.0 2.0 5.0 8.0 6.3 8.4 
Dividend payout % 34.8 29.7 27.4 45.2 28.0 24.5 22.9 25.0 25.0 30.0 
Valuation (x)*           

P/E (adjusted) 13.9 12.5 11.7 33.8 12.6 8.7 5.0 7.2 9.2 8.2 
P/BV 1.5 1.5 1.8 2.2 1.9 1.4 1.5 2.4 2.0 1.8 

EV/EBITDA 5.4 5.5 6.6 12.3 6.4 6.0 3.9 5.9 6.1 5.4 
Dividend yield % 2.5 2.4 2.3 1.3 2.2 2.8 4.6 3.5 2.7 3.6 

Source: MNCL Research Estimates 
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 Balance Sheet Exhibit 12:

Y/E March (Rs mn) FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

SOURCES OF FUNDS           

Equity Share Capital 687 687 687 687 688 689 692 692 692 692 

Reserves & surplus 3,864 4,234 5,139 5,238 5,893 6,531 9,302 12,418 14,877 17,383 

Shareholders' fund 4,550 4,920 5,826 5,925 6,581 7,220 9,994 13,110 15,569 18,075 

Total Debt  1,327 1,082 1,111 724 1,269 3,112 2,918 10,924 8,424 5,374 

Def tax liab. (net) 731 789 805 826 941 1,143 884 884 884 884 

Total Liabilities 6,608 6,792 7,742 7,475 8,790 11,475 13,796 24,918 24,877 24,334 

Gross Block 8,797 9,303 9,852 10,027 11,008 14,011 16,409 20,559 24,394 24,979 

Less: Acc. Depreciation 3,378 3,801 4,110 4,419 4,932 5,409 6,159 7,146 8,317 9,516 

Net Block 5,419 5,502 5,742 5,608 6,076 8,602 10,250 13,413 16,077 15,463 

Capital WIP 313 81 189 733 622 1,377 1,491 2,491 1,806 1,871 

Net Fixed Assets 5,731 5,583 5,930 6,341 6,698 9,979 11,740 15,904 17,883 17,334 

Investments 0 0 0 0 0 5 6 4,772 4,772 4,772 

Inventories 1,183 930 1,219 2,172 2,463 2,364 2,844 4,967 5,016 4,959 

Sundry debtors 1,765 1,394 2,102 2,920 3,802 2,926 3,607 5,960 6,019 5,951 

Cash 101 60 123 52 46 111 160 351 256 279 

Loans & Advances 491 591 478 283 740 465 571 2,834 903 893 

Other assets 7 8 3 225 151 343 398 398 398 398 

Total Current Asset 3,547 2,983 3,925 5,652 7,202 6,209 7,580 14,510 12,591 12,479 

Trade payables 2,043 1,368 1,635 3,578 4,352 3,756 3,693 6,954 7,022 6,943 

Other current Liab. 359 337 424 858 671 860 1,716 3,179 3,210 3,174 

Provisions 268 69 54 82 86 102 121 135 136 135 

Net Current Assets 877 1,209 1,811 1,134 2,093 1,492 2,050 4,243 2,223 2,228 

Total Assets 6,608 6,792 7,742 7,475 8,790 11,475 13,796 24,918 24,877 24,334 
 

 Cash Flow Exhibit 13:

Y/E March (Rs mn) FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Operating profit bef working capital changes 1,536 1,520 1,732 1,162 2,153 2,355 4,613 7,222 6,542 6,881 

Changes in working capital 206 (178) (742) 273 (169) (17) (897) (2,002) 1,924 18 

Cash flow from operations 1,609 1,161 746 1,286 1,577 2,036 2,853 3,752 7,307 5,612 

Net Capex (584) (335) (737) (583) (1,622) (3,166) (2,135) (5,150) (3,150) (650) 

FCF 1,024 826 9 703 (45) (1,130) 718 (1,398) 4,157 4,962 

Cash flow from investments (566) (324) (701) (574) (1,612) (3,159) (2,126) (9,916) (3,150) (650) 

Cash flow from financing (1,057) (891) 24 (786) 24 1,182 (696) 6,355 (4,253) (4,939) 

Net change in cash (14) (53) 69 (75) (10) 60 31 191 (96) 23 

Source: MNCL Research Estimates 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically 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 reports 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.  
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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)  
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