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Growth in industrial gases

Current Price (Rs) 11,175 m  The industrial gases industry is growing at 10-12%, but Inox India is targeting 20%,
Target Price (Rs) : 1,400 (no chg) given its industry leadership and constant innovation of new products. It expects
Potential Upside - 19% revenue to double over the next three to five years.

m  The company also caters to Micron and Tata’s semiconductor plants. It is seeing

substantial demand from industrial gases in the semicon space as well.

Market Data
No. of shares :91mn Growth in LNG
Free Float -25.0% m  Inox India makes tanks (and pumps, vaporizers etc.) used for transportation of LNG.
Market Cap (USD) -1,270 mn m The Indian government has a target of setting up 1,000 LNG terminals along the
52-week High/ Low (Rs)  : 1,507/ 802 Golden Quadrilateral, and on an average, each LNG fueling station means business of

. Rs 50 mn for Inox India’s products.
Avg. Daily Volume (6M)  :0.41mn

Avg. Daily Value (6M;USD) : 6.48 mn Beverage kegs

Bloomberg Code :INOXINDI IB m  Inox India caters to most large breweries in India. The season for this product is Dec-
Promoters Holding :75.0% Jan and that is when major orders start flowing. The company has sold 15k-20k kegs
F11 /DI 6%/ 6% till now. It is targeting Rs 1 bn in revenue from this business in FY25.

m Its current capacity is 300k kegs per year, which will expand to 1 mn p.a. depending

Price Performance on order intake. It has acquired land and sheds for this expansion and will procure

(%) 1M M 12M machinery as demand picks up. It will invest Rs 800 mn in this expansion.
Absolute (2.6)  (67) 0.0 m  Heineken and Carlsberg will audit Inox India’s plant in Oct, after which they will give
Relative (5.9) (14'8) 0.0 clearance on production. Inox India has already started trial runs at the plant.

1V . . .

Source: Bloomberg

Other takeaways

m Logistics issues: The Red Sea issue is now getting better and freight rates are coming
off. Inox India is well prepared to deal with this. Logistics costs are borne by the
customers, not by Inox India. However, deliveries have been affected. This should not
impact the annual guidance but might see quarterly deviations.

m  Entry barriers: The largest barrier to entry is approval. Over time, Inox India has
secured several approvals for product sales in India and globally. This requires audits
for the plant, design team, and product quality by prospective clients and regulatory
authorities.

m  Honeywell disposable cylinders order: Inox India has delivered the entirefirst lot and
is waiting for the next order. Honeywell’s annual requirement is 1-1.5 mn cylinders
and it expects to source 500k-600k cylinders from Inox India.

Financial summary (Consolidated)

Y/E March FY23 FY24 FY25E FY26E FY27E
Sales (Rs mn) 9,659 11,312 13,351 15,790 18,597
EBITDA (Rs mn) 2,044 2,503 3,084 3,647 4,296
Adj. PAT (Rs mn) 1,527 1,960 2,296 2,695 3,128
Con. EPS* (Rs) - - 26.3 311 345
EPS (Rs) 168 216 253 29.7 345
Change YoY (%) 17 28 17 17 16
Previous EPS (Rs) - - 25.3 29.7 34.5
RoE (%) 290 327 314 29.5 278
Venkatesh Balasubramaniam RoCE (%) 38.1 421 40.3 38.1 36.1
venkatesh.b@axiscap.in
P/E (x) 69.8 54.4 46.4 39.6 34.1
Shalin Choksy EV/E (x) 50.7 416 34.1 28.6 24.1

shalln.choksy@aX|scap.ln Source: *Consensus broker estimates, Company, Axis Capital
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Financial summary (Consolidated)

Profit & Loss (Rs mn)

Y/E March FY23 FY24  FY25E FY26E  FY27E
Net sales 9,659 11312 13,351 15790 18,597
Other operating income - - - - -
Total operating income 9,659 11,312 13,351 15,790 18,597
Cost of goods sold (4,327) (4,942) (5,899) (7,135) (8,571)
Gross profit 5,332 6,370 7,451 8,655 10,026
Gross margin (%) 55 56 56 55 54
Total operating expenses (3,288) (3,867) (4,367) (5,007) (5,730)
EBITDA 2,044 2,503 3,084 3,647 4,296
EBITDA margin (%) 21 22 23 23 23
Depreciation (139) (181) (246) (295) (337)
EBIT 1,904 2,321 2,838 3,352 3,959
Net interest (37) (57) (57) (57) (57)
Other income 183 313 240 250 214
Profit before tax 2,051 2,578 3,022 3,546 4,116
Total taxation (523) (618) (725) (851) (988)
Tax rate (%) 26 24 24 24 24
Profit after tax 1,527 1,960 2,296 2,695 3,128
Minorities - - - - -
Profit/ Loss associate co(s) - - - - -
Adjusted net profit 1,527 1,960 2,296 2,695 3,128
Adj. PAT margin (%) 16 17 17 17 17
Net non-recurring items - - - - -
Balance Sheet (Rs mn)

Y/E March FY23 FY24  FY25E FY26E  FY27E
Paid-up capital 182 182 182 182 182
Reserves & surplus 5,313 6,309 7,970 9,939 12,205
Net worth 5,495 6,491 8,152 10,120 12,386
Borrowing - - - - -
Other non-current liabilities 219 309 309 309 309
Total liabilities 5,714 6,800 8461 10429 12,695
Gross fixed assets 2,408 3,502 4,502 5,112 5,872
Less: Depreciation (766) (947) (1,193) (1,488) (1,825)
Net fixed assets 1,642 2,555 3,309 3,624 4,047
Add: Capital WIP 2 48 48 48 48
Total fixed assets 1,644 2,602 3,357 3,672 4,094
Total Investment 2,489 2,465 - - -
Inventory 4,128 4,338 6,401 7,571 8,917
Debtors 1,429 1,601 2,195 2,596 3,057
Cash & bank 616 118 1,421 2,212 3,023
Loans & advances 481 11 11 11 11
Current liabilities 5,834 5,189 5,774 6,482 7,258
Net current assets 1,373 1,541 4,914 6,568 8,411
Other non-current assets 208 190 190 190 190
Total assets 5,714 6,798 8461 10429 12,695

Source: Company, Axis Capital
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Cash Flow (Rs mn)
Y/E March FY23 FY24 FY25E FY26E FY27E
Profit before tax 2,051 2,578 3,022 3,546 4116
Depreciation & Amortisation 139 181 246 295 337
Chg in working capital 189 (714) (2,071) (863) (1,032)
Cash flow from operations 1,856 1,428 471 2,127 2,434
Capital expenditure (459) (1,142) (998) (610) (760)
Cash flow from investing 183  (1,033) 1,467 (610) (760)
Equity raised/ (repaid) - - - - -
Debt raised/ (repaid) (456) 72 - - -
Dividend paid (1,044) - (635) (726) (862)
Cash flow from financing (1,511) (893) (635) (726) (862)
Net chgin cash 528 (498) 1,303 791 811
Key Ratios
Y/E March FY23 FY24 FY25E FY26E FY27E
OPERATIONAL
FDEPS (Rs) 16.8 21.6 253 29.7 34.5
CEPS (Rs) 18.4 23.6 28.0 32.9 38.2
DPS (Rs) 11.5 - 7.0 8.0 9.5
Dividend payout ratio (%) 68.3 - 27.7 26.9 27.6
GROWTH
Net sales (%) 234 17.1 18.0 18.3 17.8
EBITDA (%) 21.9 225 232 18.3 17.8
Adj net profit (%) 17.0 28.3 17.2 17.3 16.1
FDEPS (%) 17.0 28.3 17.2 17.3 16.1
PERFORMANCE
RoE (%) 29.0 32.7 31.4 295 27.8
RoCE (%) 38.1 42.1 40.3 38.1 36.1
EFFICIENCY
Asset turnover (x) 4.4 3.8 3.3 3.3 34
Sales/ total assets (x) 0.9 10 1.0 1.0 10
Working capital/ sales (x) 0.1 0.1 0.2 0.2 0.3
Receivable days 54.0 517 60.0 60.0 60.0
Inventory days 197.8 179.8 227.6 227.6 227.6
Payable days 34.1 331 325 325 325
FINANCIAL STABILITY
Total debt/ equity (x) - - - - -
Net debt/ equity (x) (0.6) (0.4) (0.2) (0.2) (0.3)
Current ratio (x) 12 1.3 1.9 20 22
Interest cover (x) 51.7 40.9 50.1 59.1 69.8
VALUATION
PE (x) 69.8 544 46.4 39.6 34.1
EV/EBITDA (x) 50.7 41.6 34.1 28.6 241
EV/ Net sales (x) 10.7 9.2 7.9 6.6 5.6
PB (x) 19.4 16.4 131 10.5 8.6
Dividend yield (%) 1.0 - 0.6 0.7 0.8
Free cash flow yield (%) 1.3 0.3 (0.5) 14 1.6
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Axis Capital Limited is registered with the Securities & Exchange Board of India (SEBI) as “Research Analyst” with SEBI-registration number INHO00002434
and which registration is valid till it is suspended or cancelled by the SEBI.

DISCLAIMERS / DISCLOSURES

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

1

Axis Capital Limited (ACL), the Research Entity (RE) as defined in the Regulations, is also engaged in the business of Invest ment banking, Stock broking and Distribution of Mutual Fund
products.
ACL is also registered with the Securities & Exchange Board of India (SEBI) for its investment banking and stockbroking business activities and with the Association of Mutual Funds of
India (AMFI) for distribution of financial products.
ACL has no material adverse disciplinary history as on the date of publication of this report
ACL and/ or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this report should be aware
that ACL may have a conflict of interest that may affect the objectivity of this report. Investors should not consider this report as the only factor in making their investment decision.
The RE and /or the research analyst or any of his / her family members or relatives may have financial interest or any other material conflict of interest in the subject company of this
research report.
The research analyst has not served as director / officer, etc. in the subject company in the last 12-month period ending on the last day of the month immediately preceding the date of
publication of this research report.
The RE and / or the research analyst or any of his / her family members or relatives may have actual / beneficial ownership exceeding 1% or more, of the securities of the subject company
as at the end of the month immediately preceding the date of publication of this research report.
In the last 12-month period ending on the last day of the month immediately preceding the date of publication of this research report ACL or any of its associates may have:
i. Received compensation for investment banking, merchant banking or stock broking services or for any other services from the subject company of this research report and/ or;
ii. Managed or co-managed public offering of the securities from the subject company of this research report and / or;
iii. Received compensation for products or services other than investment banking, merchant banking or stockbroking services from the subject company of this research report.
The other disclosures / terms and conditions on which this research report is being published are as under:
i. This document is prepared for the sole use of the clients or prospective clients of ACL who are / proposed to be registered in India. It may also be accessed through financial websites
by those persons who are usually enabled to access such websites. It is not for sale or distribution to the general public.
ii. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.
iii. Nothing in this document should be construed as investment or financial advice, or advice to buy / sell or solicitation to buy / sell the securities of companies referred to therein.
iv. The intent of this document is not to be recommendatory in nature
V. The investment discussed or views expressed may not be suitable for all investors. Each recipient of this document should make such investigations as it deems necessary to arrive
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult its own
advisors to determine the suitability, merits and risks of such an investment.
Vi. ACL has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, is made as to the accuracy,
completeness or fairness of the information and opinions contained in this document

vii. ACL does not engage in market making activity.

viii. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this statement as may be required from
time to time without any prior approval

ix. Subject to the disclosures made herein above, ACL, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment
banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct entity, independent of each other. The recipient shall
take this into account before interpreting the document.

X. This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ACL. The views expressed are
those of analyst and the Company may or may not subscribe to all the views expressed therein

Xi. This document is being supplied to the recipient solely for information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or
published, copied, in whole or in part, for any purpose and the same shall be void where prohibited.

xii. Neither the whole nor part of this document or copy thereof may be taken or transmitted into the United States of America "U.S. Persons" (except to major US institutional investors
("MII")), Canada, Japan and the People's Republic of China (China) or distributed or redistributed, directly or indirectly, in the United States of America (except to Mll), Canada,
Japan and China or to any resident thereof.

xiii. Where the report is distributed within the United States ("U.S.") it is being distributed pursuant to a chaperoning agreement with Axis Capital USA, LLC pursuant to Rule 15a-6.
The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document may come shall inform themselves about, and
observe, any such restrictions.

Xiv. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including
but not limited to loss of capital, revenue or profits that may arise from or in connection with the use of the information.

XV. Copyright of this document vests exclusively with Axis Capital Limited.
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Research Disclosure - NOTICE TO US INVESTORS:

This report was prepared, approved, published and distributed by Axis Capital Limited, a company located outside of the United States (a “non-US
Company”). This report is distributed in the U.S. by Axis Capital USA LLC, a U.S. registered broker dealer, which assumes responsibility for the research
report’s content, and is meant only for major U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the
“Exchange Act”)) pursuant to the exemption in Rule 15a-6 and any transaction effected by a U.S. customer in the securities described in this report must be
effected through Axis Capital USA LLC rather than with or through the non-US Company.

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory Authority,
Inc. (“FINRA”) or other regulatory requirements pertaining to research reports or research analysts. The non-US Company is not registered as a broker-
dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-regulatory organization. The non-
US Company is the employer of the research analyst(s) responsible for this research report. The research analysts preparing this report are resident outside
the United States and are not associated persons of any US regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a US
broker-dealer, and are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with US rules or regulations
regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

The non-US Company will refrain from initiating follow-up contacts with any recipient of this research report that does not qualify as a Major Institutional

Investor, or seek to otherwise induce or attempt to induce the purchase or sale of any security addressed in this research report by such recipient.

ANALYST DISCLOSURES

1. The analyst(s) declares that neither he/ his relatives have a Beneficial or Actual ownership of > 1% of equity of subject company/ companies;

2. The analyst(s) declares that he has no material conflict of interest with the subject company/ companies of this report;

3. Theresearch analyst (or analysts) certifies that the views expressed in the research report accurately reflect such research analyst's personal views
about the subject securities and issuers; and

4. Theresearch analyst (or analysts) certifies that no part of his or her compensation was, is, or will be directly or indirectly related to the specific
recommendations or views contained in the research report.

CIN: U51900MH2005PLC157853

i. Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
ii. Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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Axis Capital Limited
SEBI Registration No: INHO00002434
Axis House, 1st Floor, Pandurang Budhkar Marg, Worli, Mumbai - 400025.
Tel:- Board +91-22 4325 2525
Compliance Officer: Mr. Abhijit Talekar, Ph: +91-22-43255565, Email ID: compliance@axiscap.in
Grievance Redressal Cell Email ID: investor.grievance@axiscap.in
DEFINITION OF RATINGS
Ratings Expected absolute returns over 12 months
BUY More than 15%
ADD Between 5% to 15%
REDUCE | Between5%to-10%
SELL More than -10%
Inox India (INOI.NS, INOXINDI IB) Price and Recommendation History
— CMP ¢ Buy ¢  Add A Hold O Reduce m Sell X UR
3,500 (Rs)
3,000
2,500
2,000
1,500 * o *
1,000
500
0
o T AN AN AN AN AN AN AN AN AN AN NN O OO OO OO OO OO OO S J&v 3§ ¢ 5 <
AP AP AR QAR AR AA QAR QA NN N AN A QA
FE2ER85 2553333288888 533338288882533¢%
Date Target Reco Date Target Reco Date Target Reco Date Target Reco
Price Price Price Price
05-Mar-24 1,505 Buy
13-May-24 1475  Buy
09-Aug-24 1,400  Buy

Source: Axis Capital
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