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

FY18 17,668 25.2 2,659 15.1 1,518 5.2 32.5 12.2 11.1 27.3 15.9 
FY19 27,549 55.9 4,065 14.8 2,529 66.6 54.1 17.9 16.2 16.7 9.7 

FY20 25,831 (6.2) 4,240 16.4 3,075 21.6 65.8 19.0 16.2 15.3 10.9 
FY21E 22,101 (14.4) 3,355 15.2 2,157 (29.9) 46.2 12.0 10.9 27.7 17.0 

FY22E 30,498 38.0 4,790 15.7 3,070 42.3 65.7 15.3 13.7 19.5 11.8 

Source: Company, MNCL Research estimates

We initiate coverage on Ratnamani Metals and Tubes (RMT), a premier steel 
pipe manufacturing company, with ACCUMULATE and a TP of Rs1,413. While the 
company’s Stainless Steel (SS) pipe segment will strengthen its leadership 
position on the back of import substitution and robust demand from expanding 
refineries and power plants, the Carbon Steel (CS) pipe segment will service 
massive oil & gas and water transmission orders, backed by government’s 
ambitious programs such as CGD 9

th
 and 10

th
 round and Jal Jeevan Mission. With 

a best-in-class product portfolio, constant strive for innovation, net cash balance 
sheet for the last six years, best margins and return ratios among peers, RMT 
should undoubtedly outperform competition. 

 Import substitution to strengthen market share in SS pipes segment: RMT can 
strengthen its leadership with ~10% market share gains in the high-margin SS 
pipes segment through its import substitution strategy and availability of new 
capacity from 4QFY21E. Upcoming refinery expansions and Greenfield projects 
will likely result in a massive ~Rs8bn of annual SS pipe orders for RMT. 
Construction of five new LNG terminals to reduce the 53% import dependency 
of natural gas can generate strong demand for large diameter SS welded pipes. 
Lastly, Ultra Super Critical power plants and 15GW of new power capacity 
addition annually underpin sturdy demand for exotic welded tubes.  

 Large CS pipe orders to continue with priority to value-added products: The 
newly added capacities of CS pipes will not just expand volumes but also help 
RMT diversify into line pipe orders for water projects with priority for high 
margin LSAW orders for project piping. Government’s National Infrastructure 
Project to expand oil & gas pipelines will create substantive demand for SAW 
pipes for the next five years. The National Gas Grid Project to expand natural 
gas pipelines and authorization of an extensive network of CGD pipelines in the 
9

th
 and 10

th
 round will create massive demand for CS pipes for next 5 years. 

The government’s emphasis on providing tap water connections and sanitation 
facilities to every household will provide further impetus for RMT’s ERW pipes.  

 Channel checks indicate demand delay but not destruction: Our channel checks 
with pipeline engineers of a leading oil & gas producer confirms delay in 
completion of projects (e.g. Barmer refinery) due to shortage of labour. We 
expect pent up demand for steel pipes in FY21E as workforce availability returns 
to normalcy. RMT stands to benefit from recovery due to its wide range of 
products, fungible production lines, drive for innovation and preparedness to 
seize market gap opportunities.  

 Valuation & Risks: We value RMT at an average of 20x Sept’22 PE and 12x 
Sept’22 EV/EBITDA (10% premium to its FY16-20 average 1-year forward 
multiple) to arrive at TP of Rs1,413. The premium is justified due to robust 
demand drivers implying 11% CAGR (FY20-23E) revenue growth, strengthening 
of leadership position in SS pipe segment, net cash balance sheet with history 
of impeccable capital allocation and best-in-industry margins and return ratios. 
Key risks: Steel pipe demand slowdown due to the pandemic, delayed 
payments from EPC contractors and levy of import duties by export destination 
countries. 

 
 

Target Price 1,413  Key Data  

   Bloomberg Code RMT IN 

CMP* 1,275  Curr Shares O/S (mn) 46.7 

   Diluted Shares O/S(mn) 46.7 

Upside 11%  Mkt Cap (Rsbn/USDmn) 59.2/807.5 

Price Performance (%)  52 Wk H / L (Rs) 1390/715.6 

 1M 6M 1Yr  5 Year H / L (Rs) 1390/387 

RMT IN 0.7 40.3 37.8  3M Average Vol.  20557.0 

NIFTY 2.2 26.9 0.9    

Source: Bloomberg, ACE Equity, MNCL Research 
 

Shareholding pattern (%) 

 Sept-20 Jun-20 Mar-20 Dec-19 

Promoter 60.16 60.16 60.16 60.09 

FIIs 9.64 9.68 9.72 9.65 

DIIs 14.09 15.83 12.21 9.15 

Others 16.11 14.34 17.91 21.11 

Source: BSE  

Why should you read this report? 

 Channel checks with Pipeline engineers from a leading 
oil & gas company regarding demand recovery. 

 Industry-wise list of on-going expansion projects which 
will drive demand for SS and CS steel pipes. 

 Correlation of capital expenditure of oil & gas 
companies and crude oil price. 

 Why does RMT outperform peers? 
 

 

 

RMT has best in industry return ratios 

 
Source: MNCL Research estimate   
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Investment Thesis in Charts   

  

 

 

  

  

Source: Company, Bloomberg, MNCL Research 
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Total Order book (Rs bn) is at 3 year lows hit due to the 
pandemic 
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RMT has the best in industry return ratio (ROCE) 
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Stainless steel pipes and tubes: Import substitution to 
aid market share gain 

Leader in the high margin stainless steel pipes business 

Stainless steel (seamless and welded) pipes and tubes have been the higher margin product offering 
for Ratnamani Metals and Tubes (RMT) historically. The EBITDA margins on stainless steel products 
range from 23-25% (compared to less than 15% margins for carbon steel pipes) mainly because it 
serves the purpose of anti-corrosion in the refineries and petrochemical industries where it is used in 
heat exchanger tubes or instrumentation tubes. In 1985, RMT was the first to venture into stainless 
steel pipes and tubes (SS pipes) when not many competitors were ready to take the risk of entering 
into this business. After the success and acceptance of RMT’s stainless steel products, the company 
further developed value added product for the power industry, which were widely accepted, and the 
company enjoys repeated orders of these niche products.  

In FY09, RMT successfully executed titanium welded tube orders for the power industry. In the 
following year, they installed a 3LPE coating and internal coating plant for 6’ to 64’ diameter pipes. 
Further in FY16, RMT manufactured special Incoloy tubes meeting all technical specifications of 
Nuclear Power Corporation of India. After the acceptance of this product, RMT developed exotic tubes 
made of various nickel alloys as per the client requirements. In FY18, RMT got approval to manufacture 
and supply urea grade pipes to the fertilizer industry. As the government shifts focus to develop and 
revive the old fertilizer plants, RMT is well placed to win new orders for urea based pipes in the coming 
years.  

Currently, RMT is the largest manufacturer of Nickel Alloy Pipes & Tubes and Titanium Welded Tubes 
in India. It is also the market leader in stainless steel pipes & tubes segment with ~30% market 
share. The stainless steel pipes currently have a total market of 70kt of which 40kt is imported from 
countries like Japan, Europe and China.  

Exhibit 1: SS pipes and tubes order book* stands at a very comfortable position, unaffected by the 
current pandemic led slowdown due to RMT’s market leadership  

  
Source: Company, MNCL Research, * order book as of September 15, 2020 
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Exhibit 2: RMT has ~30% share in the stainless steel and tubes 
market in India 

Exhibit 3: Increase in share of SS pipes revenues increases 
blended margins and vice versa 

  

Source: Company, MNCL Research Source: Company, MNCL Research 

As shown in Exhibit 2, increase in revenue share of SS pipes elevates the blended EBITDA margin of the 
company and vice versa. Notably, 30% revenue share of high margin SS pipes helps maintain the 
EBITDA margins of the company between 15-18%.  

Localisation of raw material provides further benefits 

Mother hollow tubes, required to make seamless products of stainless steel and nickel alloy is not 
available domestically and has to be imported. Expansion of the hot extrusion press to capacity of 14kt 
helps the company to substantially cut down dependency on import of mother hollow tubes, reduce 
impact of foreign currency risk on the profits and manage its production schedule according to the 
order received. This also helps the company to cater to special needs of the end customer with regards 
to the size, thickness and grades. 

Market share gains by import substitution in the SS pipes division 

RMT is expanding its SS seamless pipes capacity by 20kt at the Indrad facility in Mehsana at a capital 
cost of Rs3.5bn, which will be ready for commercial use in 4QFY21E. With this new capacity, RMT 
aims to replace the imports of SS pipes in India. Along with this expansion, the installation of the new 
hot extrusion press will allow the company to cater to stainless steel and nickel alloy products of up to 
10’ NPS. The current demand for such size was only met through imports which are costlier than 
domestic production and also impacted by foreign exchange variations. Therefore, RMT will 
domestically manufacture first of its kind higher NPS SS pipes domestically and aims to substitute the 
imports from countries like Japan, Europe and China. The imports currently amount to ~60% of the 
total market by volume.  

Although the domestically manufactured SS pipes won’t be cheaper than the imports from China, but 
it would surely be economical as compared to imports from Japan and Europe. The company aims to 
first substitute imports from Japan and Europe and then target the Chinese imports. Therefore, this 
import substitution will surely increase RMT’s share in the domestic SS pipes market. With the 20kt 
expansion, the total capacity of SS pipes will increase to 48kt in FY21.  

With an expected growth of ~3.5% CAGR in oil consumption in India and a ~4% CAGR in refinery 
capacity expansion (as explained in demand driver in the next section), we expect the new SS 
capacities to provide the next leg of growth for SS pipe revenues starting from FY22E. We expect 
optimum utilisation (80-85%) of this capacity in FY24E resulting into Rs15-16bn revenues from SS pipes 
segment. We expect substantial foreign interest converting into orders from such an augmentation. 
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SS Pipe & tubes: Demand drivers 

Pipe industry outlook 

According to a US based boutique market intelligence firm Reports and Data, the global pipes and 
tubes market is expected to grow at a CAGR of 7.9% from US$153bn in 2019 to US$279bn in 2027. The 
Asia-Pacific region has the largest share in the global pipe market and is expected to grow at a CAGR of 
8.4% in the next 4 years. RMT is well placed to service orders from the international markets i.e. 
countries like Australia, Canada, Germany, Qatar, UAE and other Middle East countries. 

India is the third largest manufacturer of steel pipes with an estimated Rs330bn size of domestic 
pipe market. This is strongly backed by indigenous supply of raw material i.e. steel coils and plates as 
India is the second largest producer of steel globally. The domestic steel pipe industry grew at a CAGR 
of ~8% in the last decade due to robust demand from end user industries. Although the coronavirus 
pandemic has delayed some infrastructure projects, we believe that the long term demand prospects 
for pipes remains strong due to government’s vision, policies and measures to improve countrywide 
energy infrastructure.  

The National Infrastructure pipeline (NIP) announced by Prime Minister Narendra Modi in 2019 aims 
to invest Rs111tn in ~6,800 infrastructure projects identified by the government until 2025. These 
projects span across various sectors like housing, energy, social and commercial infrastructure (ports 
and logistics), communication, water and sanitation. We believe these infrastructure projects will lead 
to further industrialisation, urbanisation and uplifting of rural regions of the country that will spur the 
overall demand for steel pipes. The following table highlights sector-wise capital expenditure 
announced in the NIP which will directly generate demand for steel pipe in turn resulting into a stable 
growth trajectory for Ratnamani Metals and Tubes.   

Exhibit 4: Annual capital expenditure outlay by Centre as announced in the National Infrastructure policy 

Energy source (Rs bn) FY20 FY21 FY22 FY23 FY24 FY25 No phasing FY20-FY25 total 

Power 1641 2256 2217 2235 2252 2110 1393 14104 

Renewable energy 305 1510 1440 1700 2170 2170 0 9295 

Atomic energy 116 215 283 331 327 283 0 1555 

Petroleum and natural gas 273 435 483 415 229 105 5 1946 

Total Energy 2336 4415 4424 4681 4978 4668 1398 26900 

Source: National Infrastructure Policy, MNCL Research 

The Oil & Gas industry which contributes ~60% of RMT’s revenue has robust demand outlook (for 
both stainless steel and carbon steel pipes) due to expansion of refineries along with augmentation of 
crude and petroleum products cross country pipeline. The National Gas Grid policy which aims to 
promote use of clean gas and also increase availability of natural gas to under penetrated regions will 
lead to development of new gas pipeline in turn driving demand for carbon steel pipes. Government’s 
thrust on City Gas distribution (CGD) to make natural gas available in the form of CNG (vehicles) and 
PNG (households) will create robust demand for ERW pipes over the next 8 years. Lastly, government’s 
high priority project of providing tap water to every household in the country by 2024 will be the main 
demand driver for HSAW pipes. In the following sections, we discuss the important drivers individually 
to gauge the potential demand for tubes and pipes.  
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Oil & Gas: Refineries and petrochemical 

Type of Pipes/ Tubes used: Stainless Steel seamless & welded tubes & pipes, Nickel alloy tubes 

India is the third largest energy consumer in the world after China and USA. Given India’s growing 
economy and rising population, the primary energy demand is expected to grow at a CAGR of 4.2% 
over 2017-2040. Oil and gas sector contributes to more than 1/3

rd
 of India’s energy demand.  

In FY20, India produced ~12% of its total crude oil requirement i.e. 30.5mmtpa of crude oil while 
227mmtpa was imported. Falling indigenous oil production can be attributed to natural decline in 
output from ageing fields and no large discoveries of oil fields in the last 5 years. This has increased the 
dependency on imports of crude oil. Ministry of Petroleum & Natural Gas has undertaken a series of 
reforms like Hydrocarbon Exploration Licensing Policy (HELP)/Open Acreage Licensing Policy (OALP), 
Discovered Small Field (DSF) Policy to increase exploration of crude oil and reduce dependency on 
imports. This will also lead to higher demand for steel pipes used in upstream oil operations. Although, 
currently RMT has no exposure to upstream operations, future expansion of product portfolio into 
this domain can prove beneficial for the company.  

India is also the third largest consumer of oil in the World after China and the US. Oil consumption has 
expanded at a CAGR of 4.8% in the last decade and is expected to increase at a CAGR of 3.1% in the 
next 5 years according to forecast made by OPEC. 

Exhibit 5: India’s oil consumption is expected to grow by a CAGR of 3.1% over CY19-25E 

 
Source: OPEC, MNCL Research estimates 

Road transportation is the largest driver of oil demand in India with 38% share (see exhibit 6). 
According to OPEC, demand from Road transportation will increase by ~35% in the next 5 years, which 
will be the major driver of oil demand. Increase in population and urbanisation will lead to higher 
demand from housing, commercial, agricultural and industrial applications.  

Exhibit 6: Road transportation is the major driver of oil 
demand followed by residence and Commercial use 

Exhibit 7: OPEC expects ~35% increase in road transportation 
led oil demand in the next 5 years 

  
Source: OPEC, MNCL Research Source: OPEC, MNCL Research 
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Refinery projects 

India has the fourth largest refining capacity in the world at 249.9mmtpa (as of March 2020). India’s 
refining capacity has grown at a CAGR of 3% in the last decade, predominantly contributed by the PSU 
oil companies. Public oil refineries own ~60% market share in India with IOCL having the largest share 
of 28% in the total refinery market followed by BPCL and HPCL. Reliance Industries (RIL) is the largest 
private refining company with second largest market share in India.  

Exhibit 8: IOCL (PSU) and RIL (Private) have the largest 
refining capacities in India (as of March 2020) 

Exhibit 9: PSU oil companies manage majority of the 
refinery operations in India (as of March 2020) 

  
Source: Ministry of Petroleum and Natural Gas, MNCL Research Source: Ministry of Petroleum and Natural Gas, MNCL Research 

The historical growth in refining capacity in India and the refining throughput, which is the production 
of petroleum products is shown is Exhibit 5. The refining throughput has been more than 100% for the 
last 5 years, which implies that there is a supply deficit of refining capacity in the country. The 
government aims to nearly double India’s refining capacity to 450-500mmtpa in the next 10 years. 
Even though this target sounds very ambitious, we believe a growth rate higher than the historical 
average of 3% CAGR will be enough to create strong demand for stainless pipes and tubes i.e. Heat 
exchanger tubes and instrumentation tubes. RMT is already a leader in the stainless steel pipe market 
and this will be a great opportunity to seize market share in the stainless steel pipe segment along with 
its strategy of import substitution. We believe an optimum utilisation of the new stainless steel pipe 
capacity in FY24E will certainly help elevate the overall margin profile of the company as stainless steel 
pipes have higher margins vs. carbon steel pipes. 

 

Exhibit 10: Refining throughput is greater than 100% for last 5 years implying supply deficit for 
producing petroleum products in India 

 
Source: Petroleum Planning and Analysis Cell, Company, MNCL Research estimates 
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The Petroleum Planning and Analysis Cell of India forecasts a CAGR growth of 4% in the refining 
capacity for the next 5 years on the back of robust demand for petroleum products mainly diesel and 
also due to government’s budget outlay for refining capacity expansion for the next 5 years.  

Exhibit 11: Refining capacity is expected to increase at a CAGR of 4% in the next 5 years 

 
Source: Petroleum Planning and Analysis Cell, Company, MNCL Research estimates 

In exhibit 12 and 13, we list out the on-going capacity expansion projects including the Greenfield 
projects in the refining business. The expansion projects listed in the table will potentially result into 
an order book of Rs40bn serviced over the next 3-4 years. In July 2020, RMT has already quoted more 
than Rs2bn worth of tenders for the new 9mmtpa Barmer refinery project in Rajasthan ranging from 
stainless steel, LSAW pipes and line pipes. However, the ongoing Covid-19 pandemic has delayed the 
construction work at Barmer refinery. Nevertheless, we expect RMT will surely receive new orders for 
the Barmer refinery project, although with a delay. The West Coast refinery Greenfield project in 
Maharashtra with a capacity of 60mmtpa will also result in large order booking in the next 5 years. 

Exhibit 12: On-going/upcoming Greenfield refinery projects 

Refinery - Greenfield 
Projects 

Company 
Capacity 
(mmtpa) 

Date of 
completion 

Capital cost 
(Rs bn) 

Expected spending 
for pipes (Rs bn) 

Expected demand 
for pipes(kt) 

Barmer Refinery, Rajasthan HPCL 9 2023 431 NA 80kt 

West Coast Refinery, 
Maharashtra 

IOCL, BPCL & HPCL 
JV with Saudi 
Aramco 

60 2025 4380 350 NA 

Source: Ministry of Petroleum and Natural Gas, Company, MNCL Research 
 

Exhibit 13: On-going/upcoming refinery capacity expansion projects 

Refinery - Expansion projects Company 
Expansion 
Capacity 
(mmtpa) 

Date of 
completion 

Capital cost (Rs 
bn) 

Expected spending 
for pipes (Rs bn) 

Barauni IOCL 3 2023 140 11 

Gujarat^ IOCL 4.3 NA 178 14 

Vizag HPCL 6.7 2021 209 17 

Mumbai HPCL 2 2021 42 3 

Numaligarh Refinery* NRL 6 2024 226 18 

Cauvery Basin Refinery, Tamil Nadu CPLC 9 NA 290 23 

Total  31   87 

Source: Ministry of Petroleum and Natural Gas, Company, MNCL Research; ^Includes capital cost for expansion of the 
petrochemical plant; * includes capital cost for crude oil and product pipeline 

Assuming a 35% share in stainless steel pipes post the expansion, RMT has a potential to service 
Rs30bn worth of orders from expansion of refineries and another Rs50bn order from the Greenfield 
West coast refinery project in the next 5years 
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Apart from the above stated expansions, the efficiency improvement projects in refineries of HPCL and 
BPCL will also generate replacement demand for stainless steel pipes for the company.  

The company is already in talks with EPC contractors in Middle East countries like Saudi Arabia and 
Abu Dhabi to procure stainless steel pipe orders from the Oil industry. Stainless steel pipe orders are 
also expected from brownfield and Greenfield refineries to be commissioned in Singapore and in the 
African region. 

 

Petrochemical projects 

Type of Pipes/ Tubes used: Stainless Steel seamless & welded tubes & pipes, Nickel alloy tubes 

Petrochemicals are used to produce thousands of daily use products like plastics, medicines, 
cosmetics, furniture and other appliances. Therefore, there is a perennial demand for the 
petrochemical products. Most of the public and private refineries have a conversion unit to convert 
the petroleum product into petrochemicals. IOCL’s Chairman has announced that the company aims 
to reach level of 15% of its crude oil converted into petrochemical from the current level of 5-6%. 
Although there are several small petrochemical projects undertaken by both public and private 
companies spread over a 3-5 year period, we have listed few of them with maximum data disclosure.  

Exhibit 14: On-going/upcoming petrochemical expansion projects 

Petrochemical - Expansion projects Company Expansion Capacity 
Year of 

completion 
Capital cost (Rs 

bn) 
Expected spending for 

pipes (Rs bn) 

Gujarat Petrochemical plant IOCL 2.2mmtpa NA 53 4 

Panipat Petrochemical plant IOCL NA 2023 16 1 

Kochi - Petrochemical - Polyols plant BPCL NA 2024 111 9 

Barmer Petrochemical - Polyethylene and Polypropylene^ HPCL 
Ethylene - 77kt 

Polyethylene - 416kt 
Polypropylene - 490kt 

2023 NA NA 

Total     14 

Source: Company, MNCL Research, ^ Split of capital cost for the Barmer Refinery and Barmer Petrochemical project is not available 

LNG Terminals 

Type of Pipes: Large diameter (up to 48 inches) Stainless steel welded pipes and carbon steel pipes 

India is the fourth-largest Liquefied Natural Gas (LNG) importer after Japan, South Korea and China. 
India’s natural gas imports increased at a CAGR of 12% in the last 5 years due to dwindling domestic 
production and rising demand for natural gas. As seen in exhibit 15, import dependency for natural 
gas has increased to 53% in FY20 from 30% in FY13. To meet this rising demand of imported natural 
gas, the country plans to increase its LNG import capacity to more than 50 MT in the coming years. 

Exhibit 15: India’s dependency on LNG imports have risen to 53% in FY20 

 
Source: Petroleum Planning and Analysis Cell, Company, MNCL Research estimates 
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In the following tables, we list the existing LNG terminals and the upcoming LNG terminals which will 
create 22.3mmtpa of new capacity in the country. Notably, ~8% of the capital cost for constructing 
LNG terminals is spend for steel pipes, which is why we expect considerable demand to come from 
these new LMG terminals.  

Exhibit 16: Existing LNG Terminals 

LNG Terminals Owner & Operator Capacity (mmtpa) 

Dahej Petronet LNG Ltd. (PLL) 17.5 

Hazira Shell 5 

Kochi PLL 5 

Dhabol GAIL 1.7 

Mundra GSPC LNG Ltd. 5 

Ennore ICOL 5 

Total 
 

39.2 

Source: Ministry of Petroleum and Natural Gas, MNCL Research 

Exhibit 17: Upcoming LNG Terminals 

LNG Terminals Owner & Operator Capacity (mmtpa) 

Chhara, Gujarat HPCL 5 

Dhamra Adani LNG 5 

Dhabol Expansion GAIL 3.3 

Jaigarh H-Energy 4 

Jafrabad Swan Energy 5 

Total 
 

22.3 

Source: Ministry of Petroleum and Natural Gas, MNCL Research 

Power sector 

Type of Pipes: Stainless Steel pipes, seamless pipes & tubes made of exotic alloys such as Inconel, 
Carbon Steel 

Pipes & tubes manufactured by RMT for power sector: RMT supplies Condenser, LP Heater and HP 
Heater tubes for the domestic thermal power industry. In FY16, the company manufactured special 
Incoloy tubes meeting all technical specifications of Nuclear Power Corporation of India. The power 
sector contributes to ~10% of RMT’s annual revenues.  

The total power generation capacity has more than doubled in the last decade with large capacity 
additions in the renewable energy segment doubling its share to ~20% in the energy mix in CY2019. 
According to Central Electricity Authority, peak electricity demand is expected to rise to 
240GW/280GW in FY25/FY30 from 184GW in FY20. This would require installation of at least 15GW of 
new capacity every year. As ~4% of the capital cost of new power plant is spent for steel pipes 
(stainless and carbon steel), we believe RMT will be the steady beneficiary of this expansions. The 
rise of Ultra Super Critical power plants (3 USCPP currently under construction in Odisha and UP), 
which would require exotic alloy pipes and tubes like Inconel is expected to create strong demand for 
the company. 

Exhibit 18: Total power generation capacity has more than 
doubled in the last decade 

Exhibit 19: The share of Residual electricity (RES) i.e. 
renewable energy has more than doubled in last 10 years 

  
Source: National Power Portal, MNCL Research Source: National Power Portal, MNCL Research 
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Carbon steel pipes: Diversification with priority for 
value added products 
Carbon Steel pipes namely HSAW & LSAW and ERW pipes account for 65% of RMT’s revenues and are 
mainly used in building oil & gas and water transmission lines with some grades of LSAW pipes used 
for project piping. Carbon steel orders are usually huge quantity orders with lower margins as 
compared to stainless steel products. The current carbon steel pipes order book at Rs3.8bn is at its 4 
year low levels, impacted due to the on-going pandemic led slowdown and delays in construction work 
of oil & gas transmission lines. As the economy recovers from the pandemic, we expect the order book 
to strengthen again to its normal levels of Rs10-11bn. This is already visible with the new Rs3bn worth 
of coated carbon steel pipe order received by the company at the end of September 2020 
(unaccounted in the current order book).  

Exhibit 20: Carbon steel pipes accounts for 65% of company’s 
total revenues 

Exhibit 21: Carbon steel order book is at 4 year lows, hit by 
the pandemic led economic slowdown 

  

Source: Company, MNCL Research Source: Company, MNCL Research 

Capacity expansion to help diversify product portfolio 

The company has undergone a huge capacity expansion and debottlenecking program for its pipes 
across categories to prepare for the upcoming demand as most of its capacities were running at 
optimum utilisation levels. In FY20, RMT could not cater to orders for the water projects as they had to 
service project piping orders which have better margins. The focus will still remain to service project 
piping orders (higher margins vs. line pipes) from the refinery and petrochemical industry especially 
from overseas markets. But the new capacity will now allow the company to also service line pipe 
orders for the water projects. With government’s renewed focus on providing drinking water to every 
household by 2024, the company is well placed to capitalise this upcoming demand for building the 
new water infrastructure. The ERW pipe capacity expansion will further help the company cater to the 
robust demand from construction of CGD pipelines.  

Exhibit 22: With new capacities, RMT is well placed to cater to renewed focus on infrastructure projects in the next 5years 

Type of Pipe Existing capacity (kt) Expansion (kt) 
Total Capacity after 

expansion (kt) 
Capital cost Date of commissioning 

Carbon Steel pipes 
     

LSAW 30 120 150 Rs1.8bn 4QFY21 

HSAW 180 30 210 Rs800mn 4QFY21 

ERW 70 40 110 Rs300mn 4QFY21 

Circum. Seam 30 - 30 
  

Total CS pipe 310   500     

Source: Company, MNCL Research 
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Demand Drivers for Carbon Steel pipes 

Oil & Gas: Transmission lines 

Type of pipes: Carbon Steel - LSAW/ HSAW and ERW pipes especially for CGD pipe network 

India has 10,419km long crude oil pipeline, situated majorly in Eastern, North eastern and Northern 
regions of the country closer to the ports and refineries. IOCL owns more than half (~51%) of the 
existing crude oil pipeline network followed by ONGC and OIL. Capacity wise, ONGC is the leader with 
~41% share in the total capacity in the country.  

GAIL has the largest share in the natural gas pipeline in the country followed by GSPL.  

Exhibit 23: Existing pipeline network: Company wise as of April 01, 2020 

    ONGC OIL Cairn HMEL IOCL BPCL Total 

Crude oil 
Length (km) 1,283 1,193 688 1,017 5,301 937 10,419 

Capacity (mmtpa) 61 9 11 11 49 8 148 

Petroleum Product 
Length (km) 654 9,206 2,241 3,775 2,395 - 18,271 

Capacity (mmtpa) 2 46 20 35 9 - 111 

    GAIL RIL GSPL ARN DNPL IOCL Total 

Natural Gas 
Length (km) 12,160 1,480 2,695 215 192 163 16,905 

Capacity (mmscmd) 246 67 43 6 1 22 385 

Source: PPAC, Company, MNCL Research, Crude oil and natural gas include both onshore and offshore pipelines 

The National Infrastructure Pipeline has a budget outlay of Rs1,946bn, to be spent over next 5 years 
for augmenting the oil & gas pipelines and also building storage facilities across the country. The 
following tables have further details about the capital allocations segment-wise and year-wise. The 
massive budget outlay in the initial 3 years (FY21-23) is expected to create robust demand for carbon 
steel SAW line pipes. Although the current pandemic has delayed spending in FY21, we expect a pent 
up demand for pipes once the monsoon season sets off and shortage of labour get resolved.  

Exhibit 24: Spending by centre under the National Infrastructure Pipeline (NIP) 

Category No of projects Capex over FY20-25 (Rs bn) 

Gas Pipelines 17 519 

Oil Pipelines 35 523 

Oil/Gas/LNG Storage facilities 42 304 

Others 69 585 

Total 163 1931 

Source: NIP, MNCL Research 

Exhibit 25: NIP: Split of capital expenditure between centre and state  

Rs bn FY20 FY21 FY22 FY23 FY24 FY25 No Phasing Total 

Centre 270 431 481 415 229 105 - 1931 

State 3 5 2 - - - 5 14 

Overall Total  273 435 483 415 229 105 5 1946 

Source: NIP, MNCL Research 

In the following table we list the upcoming crude oil and petroleum product pipelines expected in the 
next 3 years. These new pipeline will be more concentrated in the lesser penetrated regions of Central, 
Western & Southern India. Further, besides these projects, there is a replacement demand for 3% of 
the existing length of pipeline every year.  
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Exhibit 26: Upcoming crude oil & petroleum product pipelines 

Petroleum and Petroleum 
product pipeline 

Authorised Entity States/ Region 
Length of 

pipeline (kms) 
Capital cost 

(Rs bn) 

Expected 
spending for 
pipes (Rs bn) 

Paradip-Hyderabad IOCL East 1212 33 20 

Koyali-Solapur  IOCL West 747 19 12 

Paradip-Haldia IOCL East 44 13 8 

Irugur-Devangonthi BPCL Maharashtra 320 15 9 

Kochi-Salem Kochi-Salem pipeline pvt ltd South 458 10 6 

Mundra-Rohar Adani Ports SEZ Ltd. Gujarat 89 6 4 

Kandla-Gorakhpur IOCL-BPCL-HPCL West to East 2757 100 60 

Bina-Panki BPCL Central India 355 15 9 

Hassan-Cheralapalli HPCL South 680 22 13 

Total     6662 234 140 

Source: PPAC, Company, MNCL Research 

We expect the above mentioned crude oil and petroleum product pipelines to create demand worth 
Rs140bn for HSAW and LSAW pipes in the next 5 years. With the expansion of SAW capacities, RMT 
will hugely benefit from this upcoming demand.  

 

Natural Gas 

Natural gas consumption has increased at a CAGR of 6% in the last 5 years as the country turns to 
greener and more economic fuel supported by higher availability. With rising demand for natural gas 
as a fuel for heat and power generation along with robust demand from fertilizer industry, gas 
consumption is projected to reach 143.08 bcm by 2040. The current production of natural gas in India 
is dwindling because of ageing of the fields and no new exploration projects to extract gas from 
domestic fields. This has resulted in higher dependency on imports through several LNG terminals as 
seen in exhibit 27. India has 1,339bcm of proven reserves of natural gas in the country (exhibit 28) and 
to promote the exploration of new gas fields, the government is planning to invest US$ 2.86bn in 
upstream oil and gas production with an aim to double the natural gas production to 60 bcm and drill 
more than 120 exploration wells by 2022. 

As per a research report by E&Y, Natural gas accounted for 6% of total energy consumption of 724 
mmtoe in 2016. The government aims to increase share of gas to 15% by creating a “Gas Based 
Economy” by 2040. The government has launched the ambitions National Gas Grid program to achieve 
this milestone. 

Exhibit 27: Domestic production of natural gas is dwindling 
due to ageing of existing fields 

Exhibit 28: India’s natural gas reserves are highly under-
explored in a situation of rising demand and imports 

  
Source: PPAC, Company, MNCL Research Source: PPAC, Company, MNCL Research 
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Exhibit 29: Fertilizer industry and power are the largest end users of natural gas 

 

Source: Petroleum Planning and Analysis Cell, Company, MNCL Research estimates 

India has six natural gas markets in Northern, Western, Central, Southern, Eastern, and North-eastern 
regions, out of which the Western and Northern markets have the highest consumption due to better 
pipeline connectivity. In the various regions, the states closer to gas sources, LNG terminals have 
higher natural gas penetration. This includes Gujarat, Maharashtra, Andhra Pradesh and the Delhi 
National Capital Region.  

Some states like Tamil Nadu, Punjab, Haryana, Jharkhand, Uttarakhand, Karnataka, Kerala, West 
Bengal, Bihar, Chhattisgarh, Madhya Pradesh and Odisha have very limited pipeline connectivity due to 
the absence of a source of natural gas nearby. To improve natural gas availability in these states, the 
Government plans to invest Rs700bn (USD 9.97 billion) under the National Gas Grid project. This 
project aims at connecting locations/hubs with pipelines to carry natural gas till the retail outlets with 
a target to increase National Gas Grid to 27,000 km from the present 16,905 km. 

In the following table, we list some of the upcoming natural gas pipelines of which 70% of them will be 
constructed in underpenetrated states in Eastern, Central and Southern India.  

Exhibit 30: Upcoming Natural Gas pipelines – major demand driver for carbon steel pipes 

Natural gas pipelines Company States/ Region 
Length of 

pipeline (kms) 
Capital cost  

(Rs bn) 
Expected spending for pipes 

(Rs bn) 

North east gas grid project 
Indradhanush Gas Grid ltd. 

(JV between GAIl, IOCL, 
ONGC, NRL and OIL) 

8 North-east states 1,656 93 56 

Srikakulam - Angul GAIL South 690 27 16 

Mumbai- Nagpur- Jharsuguda GAIL South, West and Central 1,755 78 47 

Ennore-Tuticorin IOCL South 1,444 60 36 

Mehsana-Bhatinda-Srinagar HPCL in JV with GIGL West-North 2,777 65 39 

Mallavaram-Vijaipur-Bhilwara HPCL in JV with GITL East-West 2,042 73 44 

Dahej-Koyali IOCL Gujarat 106 3 2 

Kakinada- Nellore IMC Ltd.  South 667 NA NA 

Kania-Shrirampur 
H-Energy East Cost Ltd and 

H-Energy Pvt. Ltd, 
West Bengal 317 NA NA 

Kochi- Mangalore GAIL South 887 59 35 

Total     12,341 458 275 

Source: PPAC, Company, MNCL Research 

Replacement demand: 3-5% on the natural gas pipeline (distance wise) is replaced every year 
according to our channel checks with pipeline designers.  

We expect the above mentioned ~12,000kms long natural gas pipelines will create demand for at least 
Rs275bn worth of carbon steel pipes in the next 5 years. With the expansion of SAW and ERW 
capacities, RMT will be a major beneficiary of this upcoming demand.  
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City Gas Distribution 

To make natural gas available to the common man for use as cooking fuel, transportation and 
commercial purposes, the government is building City Gas Distribution (CGD) network pipelines which 
help in distribution of CNG to the fuel terminals and PNG to houses, commercial and industrial units. 
Until November 2018, only 19% of the country’s population in 96 geographical areas (GA) were 
covered with CGD pipelines.  

Exhibit 31: The 9
th

 and 10
th

 rounds will result in ~70% (cumulative) coverage of CGD in India 

 
Source: Ministry of Petroleum and Natural Gas, Company, MNCL Research estimates 

In November 2018, the foundation stone was laid for CGD projects in 174 districts covering ~26% of 
the population in 86 geographical areas (GA). The 10th Round of bidding has also been launched for 50 
GAs in 124 new districts covering 24% of our country's population and 18% of its area. After the 10th 
Round, 228 GAs comprising of about 70% of our country's Population, 53% of its area, 402 districts 
spread over 27 states and union territories would be fully covered with CGD network.  

Exhibit 32: Potential demand for ERW pipes from the CGD rounds 9 and 10 

CGD rounds Till 8th round 9th round 10th round 

Geographical Areas (GA) offered 86 (till 8th round) 86 50 

Length of steel pipeline (inch-km) 50,216* 1,16,171 58,177 

Domestic PNG connections expected 5,596,155* 2,21,16,702 2,02,92,760 

CCNG stations 1,758* 4,603 3,578 

Districts covered 
 

174 124 

Area Covered (%) 10.4 23.8 17.9 

Population covered (%) 18.3 26.4 24.2 

    
Spending for 9th and 10th round (Rs bn) 

 
700 400 

Spending for Steel pipes - ERW (Rs bn) 
 

280 160 

Total demand for ERW pipes in next 6-7years (Rs bn)     440 

Source: Ministry of Petroleum and Natural Gas, Company, MNCL Research 

We expect the above mentioned CGD pipelines to create Rs440bn worth of demand for ERW pipes in 
the next 6-7 years. With the expansion of ERW capacity, RMT will be well placed to cater to this 
upcoming opportunity.  
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Water projects 

Type of pipes: Carbon steel – HSAW and ERW 

Mild steel carbon pipes (ERW) are used for distribution of water from the storage/treatment plant 
to the cities/rural areas and HSAW pipes are used for interlinking of rivers where maintaining high 
water pressure is not a pre-requisite. Although RMT did not service orders from water projects last 
year due to unavailability of HSAW capacity, we believe the on-going expansion in both HSAW and 
ERW capacity will provide enough room to service orders from water projects. In FY17, carbon steel 
pipe orders for water projects accounted for 24% of company’s annual revenue. The governments 
renewed focus on providing tap water connections to every household in India and providing access to 
sanitation facilities in rural areas has led to expansion of the water pipeline network in the country, 
thus creating demand for carbon steel pipes. Let us discuss these water projects briefly to gauge the 
demand created by them  

Jal Jeevan Mission 

The Centre's flagship program Jal Jeevan Mission announced by Prime Minister Narendra Modi in April 
2019 aims to provide piped drinking water to all rural households by 2024. The Centre has assigned a 
budget of Rs3600bn, out of which the Centre is expected to spend Rs2,080bn and the States are 
expected to spend Rs1,520bn in a period of 5 years to ensure every household has functional tap 
water. According to the Department of drinking water and sanitation, only ~29% of Indian households 
have access to tap water, which highlights that a lot of groundwork is required to expand the water 
distribution networks across the country to ensure a tap connection. Therefore, we believe that the Jal 
Jeevan Mission will create strong demand for carbon steel pipes across the country. 

Exhibit 33: Split of funding between the Centre and state for Jal Jeevan Mission 

Year 
Government of India 

share (Rs bn) 
State share (Rs bn) Total (Rs bn) 

Allocation in Union 
Budget (Rs bn) 

FY20 208 152 360 100 

FY21 348 252 600 115 

FY22 580 420 1000  

FY23 487 353 840  

FY24 464 336 800  

Total 2087 1513 3600   

Source: Jal Jeevan Mission, MNCL Research 

We expect 10% of the total allocated budget for Jal Jeevan Mission to be spent towards carbon steel 
pipes in the next 4 years. 

Inter Linking of Rivers (ILR) 

Inter Linking of Rivers (ILR) project is Government of India’s project to link 37 rivers through 30 links, 
several large dams and thousands of miles of canals. The goal of this project will be to stop the river 
water from flowing into the sea and re-route the same to parched lands and draught prone areas for 
irrigation and other consumption purposes. We believe once the funding is sanctioned for this project, 
there will be an unprecedented demand for not only carbon steel pipes, but also services for design, 
implementation and maintenance. The Jal Shakti Ministry is actively considering 47 intra state river link 
proposals from 9 states and is expected to expedite the intra state linking of rivers.  

One of the projects that have been a priority for the government before the outbreak of the 
coronavirus pandemic is the linking of Godavari and Cauvery rivers. The Central government has set a 
hefty budget of Rs600bn and is looking for funding from financial institution for this project. This 
project proposes to link Krishna, Godavari, Cauvery and Pennar rivers.  Once the project is completed, 
1,200tmc ft of water from the Godavari river that flows into the sea will be rerouted to the farmers of 
Tamil Nadu who suffer from water shortage due to parched land. We believe that the ILR project will 
be delayed due to the massive slowdown of the economy on the outbreak of pandemic but will pick 
momentum after the economy revives, thereby strengthening the long term demand for carbon steel 
pipes.  

 

Although water projects 
will drive massive demand 
for HSAW and ERW pipes, 
this will also pressure the 
working capital profile of 
the company as the 
payments from EPC 
contractors may be 
delayed in distressed 
times. We have accounted 
for same in our estimates.  
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Central government schemes: AMRUT, Smart Cities and Swachch Bharat Mission 

Exhibit 34: Schemes to improve sanitation and waste management will also drive demand for carbon 
steel pipes 

Budget for schemes (in Rs bn) FY17A FY18A FY19A FY20BE FY20RE FY21BE 

AMRUT 49 49 62 73 64 73 

Smart Cities 44 45 59 65 35 65 

Swachch Bharat Mission 126 194 154 126 96 123 

Source: India Budget website, MNCL Research; A – Actual, BE – Budget Estimates, RE – Revised Estimates 

Government of India’s spending on schemes like AMRUT (Atal Mission for rejuvenation and urban 
transformation), Swachch Bharat Mission and Smart cities is the major driving force behind 
construction and development of water distribution networks, industrial waste and sewage 
management infrastructure in existing cities and newly developed smart cities. Although, the spending 
in these schemes will decline in FY20/FY21, but these schemes will still continue to drive demand for 
carbon steel pipes for waste management. 
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RMT’s outperformance lies in its comprehensive yet 
evolving product portfolio 

Analysis of the Business Strategy  

Wide range of products:  

RMT’s well planned production facilities and diverse product offering helps the company to cater to 
requirements of each and every client across industry. RMT is present in every segment of the steel 
tubes & pipes industry ranging from the smallest diameter SS seamless tubes to the largest diameter 
CS pipes, thinnest to the thickest wall thickness and lowest to highest grades. The Company's 
production capacities are designed to handle both large volumes as well as low volume orders. This 
allows the company to service the smallest of orders for its clients. 

Exhibit 35: RMT caters to wide range unlike its peers 

Peers ERW SAW Seamless pipes Stainless pipes 

RMT Y Y N Y 

Jindal SAW (JSAW) N Y Y Y 

Welspun Corp (WLCO) Y Y N N 

Maharashtra Seamless (MHS) Y N Y N 

Source: Company, MNCL Research 

While Jindal SAW would miss out on servicing the robust demand from expansion of CGD networks 
and water projects, MHS loses on servicing the huge opportunity for line pipes from expansion of 
crude oil, petroleum products and natural gas pipelines and also stainless steel pipes from refineries. 
Welspun Corp loses on servicing the premium stainless steel products to refineries and petrochemical 
industry.  

RMT loses out on servicing the oil and gas exploration industry through the seamless carbon steel 
pipes which we believe has less lucrative demand triggers due to niche nature of the business. Also it’s 
a blessing in disguise when crude oil prices fall below US$45/bbl, the whole upstream industry faces 
financial stress.  

Constant Innovation:  

We list some of the product innovation undertaken by RMT as under: 

FY09: RMT successfully executed titanium welded tubes orders for power industry 

FY10: Installed 3LPE coating and internal coating plant for 6’ to 64’ diameter pipes 

FY16: RMT manufactured special Incoloy tubes meeting all technical specifications of Nuclear Power 
Corporation of India. 

FY18: RMT got approval to manufacture and supply urea grade pipes to the fertilizer industry 

Currently, RMT is the largest manufacturer of Nickel Alloy Pipes & Tubes and Titanium Welded Tubes 
in India. 

On-going new product trials: 

 Steam Generator Tubing, MSR and Critical Tubing for Nuclear Power Plants 

 Spool fabrication facility to cater to project requirements 

 Manufacturing of Stainless Steel Seamless Tubes in Grade UNS S31050 for Carbamet Condenser 
for Fertilizer Plants 

 Manufacturing of Seamless Boiler Tubing for various Ultra Super Critical Power Plants 
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Absence in the upstream oil industry a positive for RMT 

The upstream oil & gas industry is the first to face financial stress in case of a slide in crude oil prices 
below US$45/bbl. All the other peers of RMT i.e. Welspun Corp, Maharashtra Seamless and Jindal 
SAW derive 20-30% of their revenue by servicing orders for the upstream oil companies while RMT 
benefits from having no exposure in the upstream oil business.  

Market-gap Leadership  

RMT identified market gap in the stainless steel seamless and welded tubes and pipe industry when 
not many other players were ready to venture in this space. After establishing itself in the vanilla 
stainless steel products, it ventured into high-end Nickel Alloy, Titanium and Exotic Alloy Products. 
This niche marketing strategy paid off to build a prestigious clientele and benefit from repeat business. 

Import Substitution  

RMT has been attempting to get into segments which were originally serviced through imports. The 
upcoming capacity upgradation of Stainless Steel Seamless from 2 inch NPS to 10 inch NPS size is an 
example of import substitution strategy. The company is also exploring plans to import-substitute 
costly products and seal market leadership in those high-end segments. Import-substitution of input 
material is another commendable distinction among peers. The strategy to install Hot Extrusion 
Facility to produce mother hollows is an attempt to save on costly imports. 
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Financial Analysis: Comparison with peers 
We present financial analysis of the company along with comparison with peers Jindal SAW (JSAW), 
Welpsun Corp (WLCO) and Maharashtra Seamless (MHS) to further justify the outperformance of 
Ratnamani Metals. 

Best in industry margins to continue due to superior product mix  

RMT’s revenue has grown at a CAGR of 9% in the last 5 years, which is the second to MHS (14% 
CAGR). The surge of MHS’ revenue in the last two years in mainly because of the anti-dumping duties 
on imports of seamless carbon steel pipes from China announced in 2017 (definitive duties). Further, 
RMT has constantly reported EBITDA margins higher than its peers due to favorable product mix of 
stainless steel pipes in which the company is a market leader and reports 23-25% margins.  

Exhibit 36: Revenues in the last 5 years have grown at CAGR 
of 14% and 9% for MHS and RMT, respectively 

Exhibit 37: EBITDA margins - RMT has outperformed its peers 
due to superior product mix 

  
Source: Company, MNCL Research estimates Source: Company, MNCL Research estimates 

The fall in EBITDA margins in FY18 and FY19 was due to higher proportion of CS pipe orders serviced 
(70% in FY18 vs. 50% before). This was mainly due to the robust domestic demand for transmission 
pipes from oil & gas industry and for water projects; equally supported by large CS pipe orders from 
international markets. Going forward based on the robust demand outlook from oil & gas industry and 
water projects, we expect 11.4% and 9.4% CAGR growth in revenues and EBITDA, respectively over 
FY20-23E. Although margins are highly dependent on product mix which will be determined only by 
how the order book shapes up, we expect company to maintain share of stainless steel pipe and hold 
the EBITDA margins in 15-18% range.  

Exhibit 38: Revenue and EBITDA to grow at CAGR of 11.4% 
and 9.4%, respectively over FY20-23E 

Exhibit 39: EBITDA margins to remain in the range of 15-18% 
in next 3 years, highly dependent on product mix 

  
Source: Company, MNCL Research estimates Source: Company, MNCL Research estimates 
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Lean balance sheet due to Net cash position since last 6 years 

RMT’s strategy to finance expansions through internal accruals has led to no build-up of borrowing 
in its balance sheet. The company has been net cash for the last 5 years and maintains a healthy cash 
position to sail through these pandemic times. In comparison to peers, MHS has also stayed net cash 
for a long span. The other two peers WLCO and JSAW have debt and an interest coverage ratio of 1-2x, 
which dents profitability in a scenario of weak operational profits.  

Exhibit 40: Net Debt/Equity (x) - RMT and MHS have been 
net cash for the last 6 years 

Exhibit 41: Interest Coverage Ratio (x) - JSAW and WLCO have 
ratio in the range of 1-2x, signalling high interest expense 

  

Source: Company, MNCL Research estimates Source: Company, MNCL Research 

Wise capital allocation strategy results in healthy balance sheet 

RMT has best in industry capital allocation due to its strategy of financing new projects mainly by 
internal accruals. It has recently raised some short term financing, but only for the working capital 
requirements. Also, the company did not undertake any major capacity expansion in the last 5 years 
and focussed on developing value added products i.e. alloy based tubes, titanium welded tubes and 
pipes for urea based fertiliser plants. This has led to highest fixed asset turnover ratio for the company 
as compared to peers. No major borrowings in the last 5 years and superior product mix due to value 
added products has led to superior return ratios as shown in exhibit 43 and 44. The company is net 
cash currently and has completed most of its capital expenditure in FY19 and FY20 which means there 
will be strong cash accumulation in the next few years leading to a healthy balance sheet.  

Exhibit 42: Gross fixed asset turnover ratio (x) - RMT has the 
highest ratio indicating optimum use of its fixed assets 

Exhibit 43: ROCE - RMT has consistently outperformed its 
peers due to a superior capital allocation and funding strategy  

  

Source: Company, MNCL Research estimates Source: Company, MNCL Research estimates 
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No equity dilution in last 15 years leads to best in industry equity 
returns 

RMT has avoided any kind of equity dilution in the last 15 years, which along with superior product mix 
resulted in best in industry ROE. In FY17, the company had lower return ratios due to slowdown in 
order booking from its major end user industry like oil & gas, LNG terminal and Power plants. This was 
mainly due to two events i.e. Demonetisation and introduction of the GST that slowed down overall 
economic activity in the country. In FY18, the company serviced higher proportion of CS pipe orders 
which lowered their margin profile and therefore impacted its return ratios. Going forward, we expect 
the return ratio to decline in FY21E due to the pandemic led demand weakness and bounce back 
FY22E onwards as operations resume normalcy resulting in increased profits along with gradual 
reduction in debt. 

Exhibit 44: ROE: RMT has consistently outperformed peers 
due to a superior product mix 

Exhibit 45: Return ratios to begin upward trajectory in FY22E 
with reduction in debt and increase in operating profits  

  

Source: Company, MNCL Research estimates Source: Company, MNCL Research estimates 

Superior working capital profile vs. most domestic peers  

RMT has managed to maintain a low working capital profile as compared to peers except for WLCO. 
WLCO has negative working capital in its US business because it receives advances from its customers 
before it pays for its raw materials. Historically, RMT had higher inventory days due to varied dispatch 
dates, production schedules to accommodate order of different size and grades and also due to 
minimum shiploads required for exports. The rise in inventory days in FY20 was mainly due to the 
shutdown of operations and despatches due to the pandemic. The practice of back to back booking of 
raw materials also reduces inventory days for the company.  

Exhibit 46: RMT has lower cash conversion cycle than most 
peers except WLCO which benefits from the US business 

Exhibit 47: RMT has maintained a superior working capital 
profile except for higher inventory days in few fiscals 

  
Source: Company, MNCL Research estimates Source: Company, MNCL Research 
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In FY17 & FY18, RMT had higher receivable days because of extended credit terms given to end 
customers, which were impacted by slowdown in the business due to Demonetisation and 
introduction of the GST regime. Going forward, we expect marginally higher receivable days as the 
company starts servicing water projects which are managed by EPC contractors. We assume higher 
inventory days as some of the new stainless steel products will be sold on stock and sell basis. The 
higher NPS pipes made from the hot extrusion press would also require inventory of raw materials and 
finished goods for its smooth operation thereby adding to the inventory days. 
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Interaction with pipeline designers from Oil & Gas 
industry: Demand delayed but not shelved 
We spoke to pipeline designers (onshore and offshore business) from leading oil & gas company to 
understand the impact of the Covid-19 pandemic on the refinery and pipeline expansion projects and 
several other dynamics related to the carbon steel and stainless steel pipes. Following are the key 
takeaways: 

 Travel restriction and labour issues create delay in execution: The onshore pipe designer 
confirmed the fact, in-line with the company management, that the construction projects at 
refinery or petroleum product/natural gas pipelines have been delayed due to unavailability of 
labour and declaration of containment zones at several construction sites. Further, restrictions on 
travelling also hindered free movement of pipes and raw materials required for construction. 
Although these restrictions have been withdrawn from the month of June/July, the contractors 
are still working at 50-60% utilisation due to shortage of labour. We list some of the projects that 
have reported delays either by the company in formal communication or through official 
statements by respective authorities. 

Exhibit 48: List of delayed projects due to the outbreak of Covid-19 pandemic 

Expansion projects Company 
Expansion Capacity 

(mmtpa) 
Previous Date of 

completion 
Revised date of 

completion 

Vizag Refinery HPCL 6.7 2020 2021 

Mumbai Refinery HPCL 2 2020 2021 

Barmer Refinery, Rajasthan HPCL 9 2023 NA 

Panipat refinery, Haryana IOCL 10 2023 NA 

West coast Refinery, Maharashtra 
IOCL, BPCL & 
HPCL JV with 
Saudi Aramco 

60 2025 NA 

Kochi Petrochemical - Acrylic acid plant BPCL NM Apr-20 
3 months from start of 

foreign travel 

Kochi - Petrochemical - Polyols plant BPCL NM 2024 NA 

Source: Company, MNCL Research 

 No project delayed due to funding issues: Notably, out of the authorities that we spoke to, none 
complained about ceasing of funds for the project due to the pandemic. The engineers further 
told us that these expansion projects are spread over 3-4 years and fall of crude prices may have 
delayed projects in the past but none have been completely shelved due to low crude oil prices. 
Further, the contractors working for oil projects do not face the risk of delay in payments unlike 
the water projects where the receivable are delayed by government due to deficit of funds. We 
have performed a correlation analysis between capital expenditure of 4 leading oil and gas 
companies (IOCL, BPCL, HPCL and ONGC) and crude oil prices for the last 2 decades as shown in 
the following exhibit: 

Exhibit 49: There is low correlation (0.31) between capital expenditure of oil companies and crude 
oil price 

 
Source: Company, Bloomberg, MNCL Research 
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There is low correlation of 0.31 between the capital spends of oil companies and crude oil prices. 
Upstream companies usually start facing losses when the crude oil price falls below US$40/bbl. In 
FY16, crude oil price witnessed a fall to US$40/bbl levels for a small span of time, but failed to impact 
the capital spends of the oil companies.  

 Replacement demand: We also learned from the engineers that 3-5% (distance-wise) of the oil 
and gas pipelines is replaced every year due to ageing and wear & tear.  

 Preference for coated carbon steel pipes: The engineers mentioned about higher preference for 
API-5L steel pipes which are coated with 3-layer Polyethylene/ 3-layer Polypropylene for longer 
life of pipelines. RMT has received ~Rs3bn worth of orders for coated carbon steel pipes in the 
month of September 2020, which confirms the view of the pipeline engineers. 

Our view: The travel restrictions and labour issues have hindered the normal timelines of several oil & 
gas projects including refinery and transmission lines. This has led to slowdown in demand for steel 
pipes, which is very much visible in the order book of the pipe companies. RMT itself has a 3 year low 
order book of ~Rs8bn as of mid-September 2020, which was last seen in May 2017. A major impact is 
seen in the carbon steel order book for RMT, which is also at 3 year lows of Rs3bn due to delay in 
receiving orders. This does not account for two new carbon steel orders received at the end of 
September worth ~Rs3bn in total. As the company is now gradually receiving new orders, this shows 
that the demand is simply delayed and not shelved.  

As the demand drivers discussed above are projects that will be implemented over longer time 
spans and also has a budget outlay already declared with financial support from the Central 
government, we believe that the long term demand scenario for steel pipes remains robust. We also 
expect pent up demand for delivery of stainless and carbon steel pipes in 1QFY22 when the labour 
issues get resolved and rate of infections dip to lowest levels. 
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Deserves premium valuation; Initiate with 
ACCUMULATE rating and TP of Rs1,413 

Valuation using PE Ratio and EV/EBITDA multiple 

We use both the PE Ratio (PER) and EV/EBITDA multiple for valuing the company. We believe using PE 
Ratio is justified as it is purely a steel pipe business and has no direct exposure to commodity sales. We 
also use EV/EBITDA multiple to value RMT as it is a capital intensive company and secondly, the 
demand for pipes is cyclical in nature. Especially the massive capital expenditure for building oil & gas 
pipeline and water pipe infrastructure is cyclical due to which the EV/EBITDA multiple will be an 
appropriate alternate method to value RMT. 

RMT has historically traded at a premium (both on PE and EV/EBITDA multiples) to its peers due to its 
leadership position in stainless steel pipes and tubes, wide product offerings, strategy of innovation 
and seizing market opportunities, impeccable capital allocation and best in industry margins and 
return ratios. The robust demand outlook from upcoming projects in oil & gas industry, water 
infrastructure and power sector further strengthens its growth visibility for the next 4 years. This is 
why we value RMT at a 10% premium to its 5 year average (FY16-20) 1-year forward PER of 10.8x and 
EV/EBITDA of 18x to arrive at a Target price of Rs1,413/share with an Accumulate recommendation. 
Currently, the stock is trading at 18.2x Sept’22 PER and 10.8x Sept’22 EV/EBITDA. 

Exhibit 50: PE Ratio and EV/EBITDA Valuation 

EV/EBITDA Valuation Sept'22 

EBITDA (Rs mn) 5,170 

Ascribed EV/EBITDA (x) 12.0 

EV (Rs mn) 62,038 

Add: Net Cash (Rs mn) 4,265 

Fair value mkt cap (Rs mn) 66,303 

No. of shares (mn) 46.7 

Fair Value/share (Rs) 1,419 

  

P/E Valuation  

EPS (Rs) 70.3 

P/E (x) 20 

Fair Value/share (Rs) 1,407 

  

Fair value - Average of PER and EV/EBITDA (Rs) 1,413 

CMP 1,275 

Upside 11% 

Source: MNCL Research estimates 

Exhibit 51: Valuation chart – 1 year forward PE 

 
Source: Company, MNCL Research estimates 
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Exhibit 52: Valuation chart – 1 year forward EV/EBITDA 

 

Source: Company, MNCL Research estimates 

Robust demand drivers imply steady returns over 3 years 

Although 1-year forward valuation provides for moderate returns, we believe the company is set to 
outperform in the next 3 years due to the robust demand outlook for pipes from the oil & gas industry, 
power plant and water projects as discussed in the previous section. We believe these drivers are 
enough to utilise the new capacity at optimum levels and provide for 23% CAGR revenue growth over 
FY21E-24E. We assume 70% capacity utilisation for stainless steel division and 64% capacity utilisation 
for the carbon steel division in FY24E to arrive at an EPS of Rs89.3/share. Valuing the company at 20x 
FY24E EPS, we reach a fair value of Rs1,785/share, which would imply 13% CAGR returns over the 
next 3 years from the CMP.  

Exhibit 53: Long term PE Valuation 

EV/EBITDA Valuation FY24E 

SS pipe capacity utilization 70% 

CS pipe Capacity utilization 64% 

Revenue (Rs mn) 41,493 

EBITDA (Rs mn) 6,451 

EPS (Rs) 89.3 

P/E (x) 20 

Fair Value/share (Rs) 1,785 

CAGR returns from CMP 13% 

Source: MNCL Research estimates 

Valuation comparison with peers 

Exhibit 54: Relative valuation with peers 

 Company 
Market Cap 

(Rs bn) 

CAGR(FY20-FY22E) - % EBITDA margins (%) ROE (%) EV/EBITDA (x) PER (x) 

Revenu
e 

EBITDA PAT FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E 

Ratnamani Metals 
and Tubes 

59.5 8.7 6.3 1.1 16.4 15.2 15.7 19.0 12.0 15.3 10.9 17.0 11.8 15.3 27.7 19.5 

Maharashtra 
Seamless 

14.6 4.5  9.6  9.8  22.0  20.5  20.5  12.1  6.3  8.1  4.4  6.1  5.2  7.0  7.0  5.3  

Welspun Corp 30.3 (6.4) (11.7) (16.1) 10.9  10.3  9.7  22.4  10.2  12.9  2.7  3.7  3.4  5.5  6.5  4.7  

Source: Company, MNCL Research estimates 

RMT has historically traded at a premium to its peers due to superior returns profile, higher EBITDA 
margins and best in class corporate governance. We expect this trend to continue as RMT has the 
battery of new capacities required to cater to the robust demand for steel pipes from oil & gas, power 
companies and water projects going forward. Although, the company will have muted return ratios for 
two fiscals due to the recent capacity expansions, its margin profile will stay in the range of 16-18%. 
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Key risks to our thesis 
Demand side risk for steel pipes due to the pandemic: Steel pipes business is highly dependent on 
spending by oil & gas, power companies and by government for water projects. Any delay in finalising, 
implementation or funding of such projects due to policy changes, insufficient allocation of funds, and 
impact of the Coronavirus pandemic or lack of political will may adversely impact the company’s ability 
to bid and obtain orders. This kind of scenario may impact the company’s turnover and profitability. 

Delayed payments from EPC contractors: RMT receives 20-30% of revenues from EPC contractors and 
any financial stress at the contractor side will lead to higher receivable days and burden the working 
capital requirement of the company.  

Levy of import duties by export destination countries: Levy of import duties or anti-dumping duties 
by countries to which RMT exports can lead to permanent loss of revenues, cost inefficiencies and an 
increase in inventories of raw materials. RMT currently derives 20% of its revenues from exports. 
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Corporate Governance 
We believe that sound corporate governance is necessary for enhancing the trust of shareholders and 
other stakeholders. We have undertaken a detailed corporate governance study covering broad 
aspects such as the composition of the board of directors, independent directors, compensation paid 
to the promoter directors and independent directors, details of auditors, nature and amount of 
contingent liabilities, related party transactions and CSR expenditure. 

MNCL Research’s AQCG Score 

We analyse the company’s accounting quality and corporate governance based on MNCL’s proprietary 
AQCG score, which accounts for 14 different attributes in the accounting and corporate governance 
domain for at least 5 years and back tested on BSE 500 companies.  

AQCG Score: 66% and 2
nd

 quadrant 

Interpretation of the score: A score of 66% signifies that RMT’s financial reporting and governance 
policies are well in compliance with the widely accepted regulations, raising no red flags. A 2

nd
 

quadrant score signifies its superior positioning and stock return track record. It misses the first 
quadrant score due to marginally high compensation of the director (as a % of PAT) and higher 
exposure to foreign exchange gains/losses (as a % of EBITDA) i.e. higher exposure to variation in 
exchange rates. We have highlighted the higher compensation of MD in our detailed corporate 
governance analysis in the following section but we believe the very marginal quantum of breach does 
not raise a red flag in an overall scheme of superior governance policies followed by the company.  

Promoters and promoter group shareholding analysis 

The company was co-founded by three brothers Mr. Prakash Sanghvi, Mr. Shanti Sanghvi and Mr. 
Jayanti Sanghvi, who are the promoters and own 60.2% stake in the company. The promoter stake has 
remained stable with a slight increase in the last 10 years. The details of the shareholding and its 
movement are indicated in the chart below. 

Exhibit 55: Promoters have slightly increased their stake in the last 10 years 

 
Source: Company, MNCL Research  
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RMT board composition has remained unchanged over the last 5 years. RMT has consistently 
maintained the share of independent directors at more than 50% for the last 5 years. This imparts 
greater credibility to RMT and ensures well rounded decision making in the interests of stakeholders. 
The presence of a woman on board further confirms to the regulations laid in Company’s Act 2013. 
The details of the board composition are as follows: 

Exhibit 56: Board Composition 

Particulars FY16 FY17 FY18 FY19 FY20 

RMT           

   - Total Strength 7 7 7 7 7 

   - Promoter Group Directors 3 3 3 3 3 

   - Executive Directors 3 3 3 3 3 

   - Non -Executive Directors 4 4 4 4 4 

   - Independent Directors 4 4 4 4 4 

   - % share of Promoters 43 43 43 43 43 

   - % share of Executive 43 43 43 43 43 

   - % Women on board 14 14 14 14 14 

- % share of Independent Directors 57 57 57 57 57 

Source: Company, MNCL Research 

Executive director and promoter compensation analysis 

The total executive director compensation has exceeded the permissible limit set by Companies Act in 
FY16-18, but in the last two years, it is well within the permissible limit of 11%. The MD’s 
compensation has breached the permissible limits of 5% of the PAT for the last 5 years. As it is a very 
marginal breach for the last two years and compensation for the other two directors are within the 
permissible limits, we don’t see a detrimental red flag in the director’s compensation. Details of the 
compensation are shown in the following table:  

Exhibit 57: Executive Director Compensation 

Designation (compensation in Rs mn) FY16 FY17 FY18 FY19 FY20 

- Managing Director 115.4 87.9 101.7 143 174.4 

- % share of PAT 6.5 5.7 6.3 5.4 5.4 

-Joint Managing Director 71.1 55.3 63.9 89.1 109.7 

- % share of PAT 4.1 3.7 4.0 3.4 3.4 

-Whole Time Director 49.2 38.8 44.8 61.9 75.8 

- % share of PAT 2.9 2.6 2.9 2.4 2.4 

- Ceiling for executive Directors as per act (Rs mn) 208 179 190 311 378 

- Total executive director compensation 236 182 210 294 360 

- Salary earned as a % of ceiling 113.5 101.8 110.7 94.7 95.2 

- % share of PAT 12.5 11.2 12.2 10.4 10.5 

Source: Company, MNCL Research 

Independent directors – Compensation analysis 

In FY20, RMT had 4 independent directors on its board. The independent directors were collectively 
paid Rs2.08mn in FY20 equivalent to 0.07% of PAT. There were total 6 board meetings that happened 
during the year and as per the company law, each independent director can be paid sitting fees of up 
to Rs1 lakh per board meeting. Sitting fees paid to RMT’s independent director is well within this 
permissible limit. The details of the same are as follows:  

Exhibit 58: Independent Directors & their Compensation 

Name Sitting fees (Rs mn) Commission (Rs mn) FY19 Compensation (Rs mn) 

Mr. Divyabhash Anjaria 0.60 0 0.60 

Mr. Pravinchandra Mehta 0.48 0 0.48 

Dr. Vinod Agrawal 0.56 0 0.56 

Nidhi Gadhecha 0.44 0 0.44 

Total 2.08 0 2.08 

As % to PAT 0.07 0.00 0.07 

Source: Company, MNCL Research  
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Contingent liability analysis 

RMT’s contingent liabilities declined to 0.4% of net worth in FY20 from 4.6% of net worth in FY16. The 
company does not make provisions for these contingent liabilities as it considers them safe. The 
disputed statutory claims are regarding customs duty demands against which appeal has been made in 
the respective court and the company is confident that these demands will likely be deleted. The 
details are as follows:  

Exhibit 59: Contingent liability 

(Rs mn) FY16 FY17 FY18 FY19 FY20 

ESI liability 30 32 36 40 42 

Disputed statutory cliams/ levies 361 356 336 24 28 

Bill discounted and bank guarantees 90 984 0 0 0 

Total 481 1372 372 64 71 

Net worth 10,402 11,869 13,088 15,228 17,092 

Contingent liabilities as a % of Net worth 4.6 11.6 2.8 0.4 0.4 

Source: Company, MNCL Research  

Related party transaction analysis 

RMT’s related party transactions mainly involve sale/purchase of raw materials, sale/purchase of 
finished goods, donation and rent charges. We believe that these transactions form part of usual 
operations and do not raise any red flags. The details are as follows: 

Exhibit 60: Related party transactions 

(Rs mn) FY16 FY17 FY18 FY19 FY20 

Purchase of raw materials 0.33 0 0.36 9.7 12.2 

Goods sold 4.8 7.4 10.5 37.4 30.7 

Donation 0 18.5 18 19.5 16 

Rent paid 3.3 3.8 3.8 3.7 4.1 

Total 8.5 29.7 32.7 70.3 63.0 

Source: Company, MNCL Research 

Auditor compensation analysis 

RMT has appointed SRBC & Co LLP and Kantilal Patel & Co as joint statutory auditors in FY19 for a 
period of 2 years and 4 years, respectively. SRBC & Co. LLP has been reappointed as auditors in FY19. 
The auditor compensation is well within the prescribed limits. The details are as follows: 

Exhibit 61: Auditors 

Auditor Name Type Auditor Since 
Auditor Fees – FY20 

(Rs mn) 
As % to PBT 

S R B C & Co. LLP, Kantilal Patel & Co.   Statutory FY19 2.75 0.07 

Source: Company, MNCL Research  

CSR activity analysis 

RMT’s CSR activities are focused on welfare and improving quality of life of the inhabitants in Gujarat 
and Maharashtra in the areas of education, environment, rural transformation, drinking water, sewage 
and sanitation facilities, development of roads, providing healthcare, hunger eradication and animal 
welfare. In FY17 and FY18, CSR spends were lower than the prescribed limits due to failure to find 
suitable opportunities to spend on despite having enough funds. Following are the details: 
Exhibit 62: CSR Activity Spend 

Year Prescribed Expenditure (Rs. mn) Total Spend (Rs. mn) Total spend as % of prescribed limit 

FY20 53.3 48.8 92% 

FY19 44.2 43.3 98% 

FY18 46.5 22.8 49% 

FY17 46.8 23.1 49% 

FY16 44.3 36.8 83% 

Source: Company, MNCL Research  
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Company Background 
Ratnamani Metals and Tubes (RMT) is a leading stainless steel and carbon steel pipe manufacturer 
located in Gujarat. The company was incorporated in 1983 starting with a welded and seamless 
stainless steel pipe manufacturing twin unit and is now the market leader in the stainless steel pipe 
segment with 30% market share. The company ventured into an unchartered territory with stainless 
pipes when not many peers were interested in manufacturing the same. RMT also emerged as a 
leading manufacturer of special alloy welded tubes and titanium welded tubes used in the nuclear and 
thermal power industry. Stainless steel pipes account for 30% of RMT’s revenue and is used by 
refineries, petrochemical plants and power plants. It manufactures both SAW pipes and ERW carbon 
steel pipes used for transmission of crude oil, natural gas and water.  

The company has three plants in Gujarat out of which the plant in Indrad, Mehsana manufactures 
stainless steel pipes, the plant in Chhatral manufactures carbon steel pipes and the third plant in Kutch 
is house to both types of pipes and tubes. The recently on-going capacity expansion at multiple plants 
will help the company embark on the next leg of growth which will be infused by the robust demand 
from oil & gas, power industry and water projects. The company derives 60% of its business from oil & 
gas sector, 20% from power sector, 20-25% from water projects and the rest from chemical and 
fertiliser industries. RMT exports pipes and tubes to 37 countries across the globe, which accounts for 
~20% of its revenues with a strong hold in Middle East markets. The promoters, also the co-founders, 
currently hold ~60% stake in the company. 

Some of the leading end user industry customers of the company: IOCL, ONGC, BPCL, HPCL, Reliance 
Industries, GAIL, NTPC, Nuclear Power corporation of India, BHEL, Larsen and Tubro, Godrej & Boyce, 
National Fertilisers Ltd. etc. 

Exhibit 63: RMT has ample new capacity to cater to robust demand for steel pipes 

Type of Pipe Existing capacity (kt) Expansion (kt) 
Total Capacity after 

expansion (kt) 
Capital cost Date of commissioning 

      
Stainless Steel - Seamless 8 20 28 Rs3.5bn 4QFY21 

Stainless steel - Welded 20 - 20 - - 

Hot Extrusion press 6.5 7.5 14 
 

4QFY21 

Total SS pipe capacity 28 20 48     

      
LSAW 30 120 150 Rs1.8bn 4QFY21 

HSAW 180 30 210 Rs800mn 4QFY21 

ERW 70 40 110 Rs300mn 4QFY21 

Circum. Seam 30 - 30 
  

Total CS pipe 310   500     

Source: Company, MNCL Research 

Exhibit 64: High premium SS pipes have 30% share while the 
CS pipes usually have large quantity order with low premium 

Exhibit 65: RMT’s total order book is at its 3 year low level (as 
of September 2020) due to pandemic led economic slowdown 

  
Source: Company, MNCL Research estimates Source: Company, MNCL Research estimates 
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Current Product Portfolio: 

Exhibit 66: Stainless steel products and end user industries 

 
Source: Company, MNCL Research 

Exhibit 67: Carbon steel products and end user industries 

 
Source: Company, MNCL Research 
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Exhibit 68: Key Management Personnel 

Name Designation Profile 

Mr Prakash 
Sanghvi 

Managing 
Director 

Shri Prakash M. Sanghvi is the founder, promoter and Executive Director on the Board of the Company. He has over 44 
years of experience in the Metal Industry and overall Corporate Management covering corporate strategy, developments 
to functional management. 

Mr Jayanti 
Sanghvi 

Joint 
Managing 
Director 

Shri Jayanti M. Sanghvi is the promoter of the Company and Executive Director on the Board of the Company. He has over 
41 years of experience in Corporate H.R. Management, Administration, Corporate Communication, Liasoning and 
Corporate Procurement. His strong management skills and ability to nurture talents and zeal for efficiency has resulted into 
sustainable growth and the Company’s global footprints. 

Mr. Shanti 
Sanghvi 

Whole Time 
Director 

Shri Shanti M. Sanghvi is the promoter of the Company and Executive Director on the Board of the Company. He has over 39 
years of experience in Corporate Relations, Business Development and Customer Management. His excellent management 
skills have contributed to business growth and development of the Company. 

Mr. Divyabhash 
Anjaria 

Independent 
Director 

Shri Divyabhash C. Anjaria is an Independent Non-Executive Director on the Board of the Company having rich experience 
in the field of international finance and financial markets. He is an M.B.A. from IIM, Ahmedabad and has worked with Citi 
Bank and UTI. 

Mr. 
Pravinchandra 
Mehta 

Independent 
Director 

Shri Pravinchandra M. Mehta is an Independent Non-Executive Director on the Board of the Company. He has vast 
experience in engineering industry, having spent his entire career in the leading engineering corporate namely Larsen & 
Toubro Limited. He was an Executive Director on the Board of Larsen & Toubro Limited and was in charge of nine different 
business units located all over the Country. He is extensively experienced in the area of Engineering, Technologies, and 
International Businesses. 

Dr. Vinod Agrawal 
Independent 
Director 

Dr. Vinodkumar M. Agrawal is an Independent Non-Executive Director on the Board of the Company with soft business 
skills. He had joined the board of Ratnamani in the year 2001. A medical practitioner by profession, he has a sharp eye on 
detailing and is passionate towards precision, which he even brings into his daily operations. 

Mrs. Nidhi 
Gadhecha 

Independent 
Director 

Smt. Nidhi G. Gadhecha is an Independent Non-Executive Director on the Board of the Company. She is a Chartered 
Accountant by qualification. She possesses expertise in functional areas of Corporate Finance, Taxation and other related 
matters. 

Source: Company, MNCL Research 
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Quarterly Financials & Key Operating Metrics  
Exhibit 69: Quarterly Financials 

Y/E March (Rs mn) 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 

Particulars         

Net sales 7303 7285 6867 5877 6103 7560 6291 5781 

Other Operating Income 0 0 0 0 0 0 0 0 

Total Income 7303 7285 6867 5877 6103 7560 6291 5781 

Accretion to Stocks in trade & work in progress -516 -65 450 140 -326 -3 -351 619 

Cost of Raw materials consumed  5350 5124 4556 3731 4115 5111 4545 3528 

Purchase of traded goods 0 0 0 0 0 0 0 0 

Staff cost  381 329 256 355 396 371 334 329 

Other operational expenses 928 888 614 621 753 997 803 568 

Operating Profit (Core EBITDA) 1160 1009 991 1030 1165 1084 960 736 

Depreciation 159 156 150 143 144 152 146 143 

EBIT 1001 853 841 887 1021 933 814 593 

Interest 42 38 21 38 57 59 56 53 

Other Revenue/Income 106 113 26 111 215 149 143 127 

Profit Before Tax 1065 928 847 959 1179 1023 902 667 

Tax 372 300 215 332 415 13 228 170 

Profit After Tax 693 628 632 627 765 1010 673 497 

 
        

Growth (%)         

Revenue 129.9 36.0 10.9 -3.6 -16.4 3.8 -8.4 -1.6 

EBITDA 126.7 26.0 6.8 13.8 0.5 7.5 -3.1 -28.5 

PAT 159.0 37.2 12.4 8.8 10.3 61.0 6.6 -20.8 

 
        

Margin (%)         

EBITDA 15.9 13.9 14.4 17.5 19.1 14.3 15.3 12.7 

EBIT 13.7 11.7 12.3 15.1 16.7 12.3 12.9 10.3 

PAT 9.5 8.6 9.2 10.7 12.5 13.4 10.7 8.6 

         

Key Performance Indicators         

Revenue (Rs mn)         

Stainless steel pipes 2,060 1,944 2,123 1,755 2,010 2,169 2,424 1,611 

Carbon Steel pipes 5,245 5,159 4,960 4,002 3,899 5,405 4,049 3,922 

Volumes (Tonne)         

Stainless steel pipes (tonne) 5,649 5,405 5,405 4,576 5,813 6,246 6,643 4,024 

Carbon steel pipes (tonne) 76,653 73,680 72,153 58,232 49,567 72,525 60,663 58,546 

Realizations (Rs/t)         

Stainless steel pipes 3,64,570 3,59,724 3,92,833 3,83,471 3,45,797 3,47,201 3,64,840 4,00,285 

Carbon Steel pipes 68,430 70,014 68,737 68,732 78,661 74,529 66,752 66,981 

Source: Company, MNCL Research 

Exhibit 70: Key assumptions 

 
FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Revenue (Rs mn) 
        Stainless Steel Pipes & Tubes 6,704 5,677 6,312 7,566 8,357 7,848 10,812 12,600 

Carbon Steel Pipes & Tubes 10,009 7,963 10,282 19,928 17,356 13,921 19,359 22,811 

         Volumes (Tonne) 
        Stainless steel pipes (tonne) 20,831 18,228 21,054 20,442 23,278 20,882 28,205 32,544 

Carbon steel pipes (tonne) 2,04,718 1,79,655 1,98,802 2,93,614 2,40,988 1,90,750 2,54,400 2,96,800 

         Realizations (Rs/t) 
        Stainless steel pipes 3,21,809 3,11,458 2,99,800 3,70,132 3,59,014 3,75,824 3,83,341 3,87,174 

Carbon Steel pipes 48,891 44,322 51,719 67,870 72,020 72,981 76,096 76,857 

Source: Company, MNCL Research estimates 



 

 

 

37 
Initiating Coverage 

Ratnamani Metals and Tubes 

Financials (Consolidated) 
Exhibit 71: Income Statement 

Y/E March (Rs mn) FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Revenues 13,530 16,872 17,177 14,117 17,668 27,549 25,831 22,101 30,498 35,733 

Materials cost 8,406 11,178 11,304 8,805 11,407 19,040 16,963 14,613 20,355 23,912 
% of revenues 62% 66% 66% 62% 65% 69% 66% 66% 67% 67% 

Employee cost 789 915 1,000 978 1,092 1,291 1,455 1,392 1,571 1,840 
% of revenues 6% 5% 6% 7% 6% 5% 6% 6% 5% 5% 

Others 1,769 1,786 2,017 1,761 2,510 3,153 3,173 2,741 3,782 4,431 
% of revenues 13% 11% 12% 12% 14% 11% 12% 12% 12% 12% 
EBITDA 2,565 2,993 2,856 2,572 2,659 4,065 4,240 3,355 4,790 5,549 

EBITDA margin (%) 19.0% 17.7% 16.6% 18.2% 15.1% 14.8% 16.4% 15.2% 15.7% 15.5% 
Depreciation & Amortisation 459 544 568 597 606 624 585 647 932 1,174 

EBIT 2,106 2,450 2,288 1,975 2,053 3,441 3,655 2,708 3,858 4,375 
Interest expenses 103 94 60 61 99 148 210 222 175 133 

PBT from operations 2,003 2,356 2,228 1,915 1,955 3,293 3,445 2,486 3,683 4,242 
Other income 139 251 175 140 324 412 618 390 410 430 

Exceptional items - - - - - - - - - - 
PBT  2,142 2,607 2,403 2,055 2,279 3,705 4,064 2,876 4,093 4,672 

Taxes 714 882 751 612 761 1,176 988 719 1,023 1,168 
Effective tax rate (%) 33% 34% 31% 30% 33% 32% 24% 25% 25% 25% 

Reported PAT 1,428 1,725 1,652 1,443 1,518 2,529 3,075 2,157 3,070 3,504 
Adjusted PAT 1,428 1,725 1,652 1,443 1,518 2,529 3,075 2,157 3,070 3,504 

Source: MNCL Research Estimates  

Exhibit 72: Key Ratios 

Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Growth Ratio (%)           

Revenue 12.6 24.7 1.8 (17.8) 25.2 55.9 (6.2) (14.4) 38.0 17.2 
EBITDA 7.8 16.7 (4.6) (9.9) 3.4 52.9 4.3 (20.9) 42.8 15.8 

Adjusted PAT 5.0 20.8 (4.2) (12.7) 5.2 66.6 21.6 (29.9) 42.3 14.1 
Margin Ratios (%)           

EBITDA 19.0 17.7 16.6 18.2 15.1 14.8 16.4 15.2 15.7 15.5 
PBT from operations 14.8 14.0 13.0 13.6 11.1 12.0 13.3 11.2 12.1 11.9 

Adjusted PAT 10.6 10.2 9.6 10.2 8.6 9.2 11.9 9.8 10.1 9.8 
Return Ratios (%)           

ROE 20.2 20.6 17.0 13.0 12.2 17.9 19.0 12.0 15.3 15.5 
ROCE 16.7 18.0 15.4 12.0 11.1 16.2 16.2 10.9 13.7 14.1 
ROIC 17.6 18.0 14.8 12.1 9.6 18.4 16.6 12.4 15.8 17.2 

Turnover Ratios (days)           
Gross block turnover ratio (x) 1.9 2.2 2.1 2.0 3.0 4.3 3.5 2.7 2.9 2.7 

Debtors 75 48 80 110 115 61 52 60 60 60 
Inventory 68 74 63 88 119 78 121 90 90 90 

Creditors 41 28 26 30 40 39 37 30 30 30 
Cash conversion cycle 102 95 116 168 194 101 136 120 120 120 

Solvency Ratio (x)           
Net debt-equity (0.0) (0.1) (0.0) (0.1) 0.1 (0.2) (0.0) (0.1) (0.2) (0.2) 

Debt-equity 0.1 0.0 0.0 - 0.1 0.0 0.1 0.1 0.1 0.1 
Interest coverage ratio 20.4 26.2 38.2 32.5 20.8 23.3 17.4 12.2 22.1 32.8 

Gross debt/EBITDA 0.3 0.1 0.0 - 0.3 0.2 0.6 0.7 0.4 0.2 
Current Ratio 2.7 3.2 3.9 5.1 3.9 3.3 3.0 4.7 4.2 4.3 
Per share Ratios (Rs)           

Adjusted EPS 31 36.9 35.4 30.9 32.5 54.1 65.8 46.2 65.7 75.0 
BVPS 164 194.4 222.6 254.0 280.1 325.9 365.8 403.3 455.1 514.3 

CEPS 40 48.5 47.5 43.7 45.5 67.5 78.3 60.0 85.6 100.1 
DPS 4 5.5 5.5 5.5 6.0 9.0 12.0 7.4 11.8 13.5 

Dividend payout % 15% 15% 16% 18% 18% 17% 18% 16% 18% 18% 
Valuation (x)*           

P/E (adjusted) 4.5 13.6 16.1 19.0 27.3 16.7 15.3 27.7 19.5 17.1 
P/BV 0.8 2.6 2.6 2.3 3.2 2.8 2.8 3.2 2.8 2.5 

EV/EBITDA 2.5 7.7 9.3 10.3 15.9 9.7 10.9 17.0 11.8 9.8 
Dividend yield % 3.2% 1.1% 1.0% 0.9% 0.7% 1.0% 1.2% 0.6% 0.9% 1.1% 

Source: MNCL Research Estimates 
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Exhibit 73: Balance Sheet 

Y/E March (Rs mn) FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

SOURCES OF FUNDS           

Equity Share Capital 93 93 93 93 93 93 93 93 93 93 

Reserves & surplus 7,572 8,990 10,308 11,776 12,995 15,134 16,998 18,751 21,174 23,940 

Shareholders' fund 7,665 9,084 10,402 11,869 13,088 15,228 17,092 18,845 21,268 24,034 

Total Debt  811 388 89 - 789 654 2,515 2,200 1,724 1,247 

Def tax liab. (net) 467 478 480 473 429 359 307 307 307 307 

Total Liabilities 8,943 9,950 10,971 12,342 14,306 16,241 19,915 21,352 23,299 25,589 

Gross Block 7,494 7,837 8,577 5,598 6,165 6,715 7,893 8,283 12,433 13,663 

Less: Acc. Depreciation 3,076 3,590 4,116 1,117 1,711 2,315 2,894 3,541 4,473 5,648 

Net Block 4,418 4,248 4,461 4,481 4,454 4,400 4,999 4,742 7,960 8,015 

Capital WIP 130 418 477 383 469 1,786 3,715 4,625 975 245 

Net Fixed Assets 4,548 4,665 4,937 4,864 4,923 6,186 8,714 9,367 8,935 8,260 

Investments 541 201 201 738 0 2,031 1,548 1,548 1,548 1,548 

Inventories 2,517 3,431 2,947 3,391 5,740 5,900 8,592 5,450 7,520 8,811 

Sundry debtors 2,781 2,234 3,756 4,252 5,582 4,621 3,702 3,633 5,013 5,874 

Cash 434 757 108 147 55 1,426 1,741 3,362 3,440 4,970 

Loans & Advances 637 930 1,036 70 63 72 129 121 167 196 

Other assets 18 38 7 667 1,110 295 1,019 1,019 1,019 1,019 

Total Current Asset 6,387 7,390 7,855 8,526 12,550 12,314 15,184 13,585 17,160 20,870 

Trade payables 1,520 1,276 1,225 1,164 1,928 2,919 2,640 1,817 2,507 2,937 

Other current Liab. 667 611 580 558 1,202 1,323 2,836 1,211 1,671 1,958 

Provisions 346 420 217 65 37 49 57 121 167 196 

Net Current Assets 3,854 5,084 5,833 6,740 9,384 8,023 9,652 10,436 12,815 15,779 

Total Assets 8,943 9,950 10,971 12,342 14,307 16,241 19,914 21,351 23,298 25,588 
 

Exhibit 74: Cash Flow 

Y/E March (Rs mn) FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Operating profit bef working capital changes 2,576 3,098 2,841 2,589 2,779 4,324 4,515 3,355 4,790 5,549 

Trade and other receivables (303) 558 (1,518) (364) (1,344) 959 973 69 (1,380) (861) 

Inventories (190) (914) 484 (444) (2,349) (160) (2,692) 3,143 (2,070) (1,291) 

Trade payables 525 (245) (42) (54) 787 1,006 (339) (823) 690 430 

Changes in working capital (333) (770) (1,410) (496) (2,784) 2,598 (1,301) 836 (2,300) (1,434) 

Direct taxes 648 866 658 741 722 1,387 1,062 719 1,023 1,168 

Cash flow from operations 1,595 1,462 773 1,352 (727) 5,535 2,152 3,472 1,467 2,947 

Net Capex 792 839 613 656 696 1,647 2,979 1,300 500 500 

Others (289) 339 469 (364) 920 (1,935) (588) 390 410 430 

Cash flow from investments (1,085) (510) (150) (1,025) 212 (3,601) (3,568) (910) (90) (70) 

FCF 804 623 160 696 (1,423) 3,888 (827) 2,172 967 2,447 

Issue of share capital 16 3 - - - - - - - - 

Increase/(decrease) in debt (591) (431) (308) (233) 789 (129) 1,783 (316) (476) (476) 

dividend (217) (246) (619) - (309) (338) (1,183) (404) (646) (738) 

Cash flow from financing (852) (738) (956) (276) 416 (563) 468 (941) (1,298) (1,347) 

Net change in cash (342) 214 (333) 51 (99) 1,372 (948) 1,621 79 1,530 

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 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  

 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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Source: Bloomberg, MNCL Research 


