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Largest player in industrial gases value chain...SUBSCRIBE
Type of Issue Issue size Rs. Bn company Overview:
Offer for Sale 14,593
Total 14503 | Inox India Ltd is one of the largest supplier of cryogenic equipment in India with over 30 years of experience in
Post issue mkt cap * s9,004 | Offering solutions across design, engineering, manufacturing and installation of equipment and system for cryogenic
Lot size 22 shares | conditions. The company has sound brand recall in “INOXCVA” in both domestic and international market.
*At Upper Price Band Inox India’s offering includes standard cryogenic tanks and equipment, beverage kegs, bespoke technology, equip-
ment and solutions as well as large turnkey projects. These equipment and systems are used in industries such as
Reservation for % of Issue energy, industrial gases, LNG and LCNG steel, medical and healthcare, chemicals and fertilizers, aviation and aero-
QiB 50% space, pharmaceuticals and construction, amongst others.
:” | i?f In addition, they manufacture a range of cryogenic equipment utilized in global scientific research projects. First
Te:a: 100; Indian company to manufacture a trailer mounted hydrogen transport tank, which was designed jointly with the
ota %

Indian Space Research Organization (ISRO). Also they have produced and shipped a 238kl and 311 kI liquid hydro-

Indicative Offer Timeline MLEREEN gen storage tank for customers in South Korea.

Bid/Offer Opening Date 14 Dec, 2023 . . L . . . .

, , Inox India has 3 manufacturing facilities located at (1) Kalol in Gujarat, (2) the Kandla Special Economic Zone
Bid/Offer Closing Date 18 Dec, 2023 " N . . . . . .

o . (“Kandla SEZ”) in Gujarat and (3) Silvassa in the Union Territory of Dadra and Nagar Haveli.
Finalization of the Basis of Allotment 19 Dec, 2023
- 20 Dec, 2023 | Customer base includes over 1,201 domestic and 228 international customers. The company currently exports its
Listing Date 21 Dec, 2023 | Products and delivers services to 66 countries.

Use of Proceeds They have also been involved in the ITER project, an international nuclear fusion research and engineering mega-
Entire IPO is Offer for Sale project with 9 participating nations. ITER entrusted company with the designing, manufacturing, packing, supplying,

installation and acceptance tests of the ITER warmlines at the ITER site in France.

Manager ICICI Securities, Axis Capital Valuation and Outlook: Play on Hydrogen and LNG !

Registrar KFin Technologies At the upper price band, the IPO is reasonably priced at an annualized P/E of 29.0x on FY24E (post-issue), owing to
robust growth potential going ahead. Over FY21-23, the company’s revenue/EBITDA/PAT has grown at a CAGR of
28%/23%/26%, respectively. Over the same period, return ratios have been strong as well with ROE in the range of
26-28% and ROCE >30%. We believe, Inox India will maintain its growth trajectory owing to (1) increasing adoption

Onkar Kelji saral Seth of cleaner fuels like LNG and hydrogen fuel leading to higher demand for its cryogenic equipment; (2) healthy order
Research Analyst VP—Institutional Equities ~ POOK Of Rs. 10bn with strong and increasing execution capabilities; (3) increasing participation in large turnkey pro-
onkark@jindsec.co.in sarals@jindsec.co.in jects (over Rs 50mn) like ITER to derive better margins. Thus we assign “Subscribe” rating to the stock.
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Pre-issue and post-issue holding structure

Shareholding pattern

Pre-issue

Post-issue*®

Holding (%)

Holding (%)

Financial summary (Rs. Mn) FY21 FY22 | FY23 |H1FY23 H2FY24
Revenue 5,938 | 7,827 | 9,659 | 4,868 | 5,646
EBITDA 1,345 | 1,676 | 2,044 | 1,120 | 1,304
EBITDA margin (%) 22.7% | 21.4% | 21.2% | 23.0% | 23.1%
Adj. PAT 961 1,305 | 1,527 | 834 | 1,033
Adj. PAT margin (%) 16.2% | 16.7% | 15.8% | 17.1% | 18.3%
PE (Adj for issue) 62.3 45.9 39.2 | 35.9* | 29.0*

Promoter &
99.3% 75.0%
Promoter Group
Public 0.7% 25.0%
Total 100.0% 100.0%

* Annualized PE

Key Risks:

Client concentration risk: In FY23, Largest and Top 10 customer contributed
11.6% and 46.5% to the revenue. Any delay or cancellation of orders from
these customers could adversely affect results of operations, and financial
conditions.

Volatility in commodity cost: Considering the nature of business which is
capital goods, RM cost accounts for 58-61% of total expense. Any adverse
price volatility in commodity could have material effect on profitability and
margins.

Export revenue mix: Exports constituted 46% in FY23, a slowdown in its ex-
ports due to tariffs and trade barriers and international sanctions could ad-
versely affect its business, results of operations and financial condition.

Suppliers concentration risk: In FY23, Top 10 suppliers accounted for 65% of
raw materials supplied to the company. If any one of the suppliers is unable
to deliver raw materials, components or customer support services in a time-
ly manner could further impact company’s delivery schedule and timeliness.

* At upper price band

Selling Shareholders

p o][e % ot O % 0O ota
Promoters
Siddharth Jain 1,04,37,355 47.20% 11.50%
Pavan Kumar Jain 50,00,000 22.61% 5.51%
Nayantara Jain 50,00,000 22.61% 5.51%
Ishita Jain 12,00,000 5.43% 1.32%
Others Shareholders
Manju Jain 2,30,000 1.04% 0.25%
Lata Rungta 1,90,000 0.86% 0.21%
Bharti Shah 13,400 0.06% 0.01%
Kumud Gangwal 13,400 0.06% 0.01%
Suman Ajmera 13,400 0.06% 0.01%
Rajni Mohatta 13,400 0.06% 0.01%
Total 2,21,10,955 100.00% 24.36%

Source: RHP
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Competitive Strengths:

Leading Indian supplier and exporter of cryogenic equipment and solutions: As per CRISIL reports, the demand for cleaner fuels such as LNG and hydrogen and
industrialization in developing nations is expected to drive demand for cryogenic equipment in future. The global cryogenic equipment demand is projected to
grow at a 6.9% CAGR from CY23 to reach $16.6bn by CY28. In FY23, Inox India was the largest supplier of cryogenic equipment in India by revenues. Further, with
company’s exports now extending to 66 countries (as on Sept 2023), they are well placed to capitalize on global opportunities in cryogenic equipment and sys-
tems.

Large portfolio of specialized cryogenic equipment engineered to global quality standards: The company offers comprehensive product range, that caters to
storage, distribution and regasification of cryogenic liquids and gasses. These includes cryogenic storage tanks, non-cryogenic pressure vessels, such as cryoseal,
liquid cylinders, disposable cylinders and beverage kegs amongst others. These products require specialized engineering, industry certification and customer ac-
ceptance because of the extremely low cryogenic temperature and volatile nature of the gases that these equipment stores and handles. On back of 3 decades of
expertise and functioning in the industry, the company has developed specialized cryogenic equipment adhering to global quality standards.

Diversified domestic and international customer base across industry sectors: Over the last 3 fiscal years, they have provided equipment and systems to over
1,201 domestic customers and over 228 international customers. Their end users are diversified across energy, industrial gases, LNG and LCNG, steel, medical and
healthcare, chemicals and fertilizers, pharmaceuticals, aviation and aerospace, pharmaceuticals and construction, amongst others. Additionally, they have main-
tained high customer retention with repeat customers accounting 48-51% of core revenue for last 3 years. Delivery of high quality product meeting stringent reg-
ulatory norms helps in customer retentions.

Strong product development and engineering focus: Product development and engineering activities are critical in maintaining competitive position, addressing
customer needs and industry developments. During the last 5 years, they have added new products like liquid hydrogen storage tanks, LNG dispensers, LNG fuel
tanks and aluminium trailers. Strong in-house engineering team with deep domain expertise enables the company to develop bespoke products and systems for
their customers. Their Cryo-Scientific Division also has capabilities to design, manufacture and supply nuclear certified vessels and related systems according to
French safety standards and nuclear guidelines.

Source: RHP Page 3
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Business Strategies:

Capitalize on opportunities in LNG and Hydrogen: In line with the focus on reducing carbon emissions from conventional energy sources, the demand for cryo-
genic equipment across geographies is expected to be driven by the increased demand for cleaner fuels such as LNG (+5-6% CAGR over CY23-25P) and hydrogen
(+6.1% CAGR over CY22-30P). The company aims to cater to small-scale LNG segment and develop a comprehensive product range related to hydrogen storage,
transportation and distribution.

Capture the full value-chain across its product lines: The company intends to expand offerings across the entire value-chain of their product lines to gain market
leading position. Through this, the company would be in a position to offer end-to-end solutions to their customers as well as capture growth across value chain.

Expanding standard cryogenic and non-cryogenic equipment business into international markets: As per CRISIL report, global demand for cryogenic equipment
is projected to grow at a CAGR of 6.9% over CY23-28P on back of increasing acceptance of clean energy. To tap this opportunity and leverage the cost competitive
advantage of supply cryogenic equipment, the company intends to expand offerings in America, Europe, Africa, Korea and Japan. In the non-cryogenic equipment
area, Inox India is also looking to expand its existing beverage keg business to include stainless steel metal containers for variety of application. For this intended
purpose they have signed technology license agreement with Supermonte SRL of Italy to manufacture stainless steel beverage kegs using the Supermonte brand
and technology. They are also planning to set up a serial production facility to produce these stainless steel beverage kegs at Savali, near Vadodara.

Increasing contribution of large turnkey margin accretive projects: Inox CVA intends to increase the contribution of large turnkey projects (over Rs 50mn), as
these projects offers higher margins owing to lower competition, economies of scale and large engineering and customization requirements. They aim to achieve
this by expanding their business as a storage system provider coupled with tapping potential opportunities in cryogenic storage system. For the past 3 years, the
average contribution of these projects to the overall revenue is 25%. In H1FY24, the contribution stands at 45.8% vs 22.3% in H1FY23.

Source: RHP Page 4
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Revenue from operations (Rs. Mn)

Gross Margin
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Exports (Rs in Mn) & (%) of Revenue

Revenue Contribution from customers
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Global Cryogenic Equipment (US$ Bn)

Demand share of types of Cryogenic Equipment (CY22)
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Source: RHP
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Industry Outlook
Share of cryogenic equipment by end-use industry in CY22 Share of cryogenic equipment by type of system in CY22
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INDSEC Rating Distribution

BUY : Expected total return of over 15% within the next 12-18 months.

HOLD : Expected total return between 0% to 15% within the next 12-18 months.
SELL : Expected total return is negative within the next 12-18 months.
NEUTRAL: No investment opinion, stock under review.

Note: Considering the current pandemic situation, the duration for the price target may vary depending on how the macro scenario plays out. Therefore, the duration which has been mentioned as a period of 12-18
months for upside/downside target may be higher for certain companies.

DISCLOSURE

DISCLOSURE
BUSINESS ACTIVITIES:

Indsec Securities and Finance Limited (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency
Derivative Segment) vide registration No. INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of the National Securities Depository Limited (NSDL) and a
SEBI registered Portfolio Manager. With this setup ISFL is in a position to offer all types of services in the securities industry.

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is today empaneled with most of the local financial institutions, insurance companies, banks and mutual
funds. ISFL has grown from being a medium size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services.

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993 vide registration No. INPO00001892.
DISCIPLINARY HISTORY:

(] No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under
®  No penalties have been imposed for any economic offence by any authority.
(] No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency.

®  There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or initiated by any regulatory authority against the Company or its Directors, principal officers or em-
ployees or any person directly or indirectly connected with the Company.

DECLARATION:

(] ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies);

. ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the time of publication of this document;

(] ISFL has not received any compensation from the subject company (ies) in the past twelve months;

(] ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months;

(] ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the subject company (ies) in the past twelve months;
(] ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document;

(] None of the research analysts have served as an officer, director or employee of the subject company (ies);

(] ISFL has not been engaged in the market making activity for the subject company (ies);
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DISCLOSURE

GENERAL TERMS AND CONDITION/ DISCLAIMERS:

This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of security.

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. However, we do not guarantee its accuracy and the information may be incomplete
and condensed. Note however that, we have taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other employee of our company is in any way responsible for
its contents. The Company’s research department has received assistance from the subject company (ies) referred to in this document including, but not limited to, discussions with management of the subject company (ies). All opinions, projec-
tions and estimates constitute the judgment of the author as of the date of this document and these, including any other information contained in this document, are subject to change without notice. Prices and availability of financial instru-
ments also are subject to change without notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the information current. Also, there may be regulatory, compli-
ance, or other reasons that may prevent us from doing so.

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any decision to purchase/sale securities mentioned in this document must take into account existing public
information on such security or any registered prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies dis-
cussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. 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).

This document is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for distribution to the US taxpayers covered under
US Foreign Account Tax Compliance Act (FATCA) provisions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Any comments or statements made herein are those of the analyst and do not necessarily
reflect those of the company. No matter contained in this document may be reproduced or copied without the consent of the company. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prose-

cution. The information contained in this document is intended solely for the recipient and may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties.

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL

Page 10



