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 IPO Details 

 

Co is one of the leading manufacturers of special steels, Superalloys and only 

manufacturer of titanium alloys in India. These are high value products 

which cater to niche end user segments such as defence, space and power. 
Company manufactures unique combinations of metal and alloys. Co 

manufacture special steels like martensitic steel, ultra high strength steel, 

austenitic steel and precipitation hardening steel. Co manufacture three 

varieties of Superalloys – nickel base, iron base and cobalt base. Co also 

manufacture varieties of titanium alloys. With the growth of business and 

operations, co have achieved the status of a Mini Ratna, Category-I company 

in 2009. 

Most advanced and unique facilities  

Company is the only facility in India to carry out vacuum based melting and 

refining through world class vacuum melting furnace such as vacuum 

induction melting, vacuum arc remelting, vacuum degassing/ vacuum 

oxygen decarburisation, electro slag remelting and electron- beam melting. 

It enables company to venture new markets with innovative and advanced 

products.  

Strong long term customer relationships  

Co have a strong and an established relationship with its customers. Co have 

partnered with many of its key customers in the product development 

process, enabling co’s products to meet the exact specifications provided by 

the customers and to ensure repeat orders. Company undertakes an in house 

survey for customer satisfaction. The results of customer satisfaction index 

during 2012 to 2015 is more than 3.5 on the scale of 1 to 5. As on September 

30, 2017, customer funded assets constitute ₹ 660 million out of the total 

gross block of company of ₹ 3,653.94 million. 

 

Valuation  

Co is bringing the issue at p/e multiple of almost 29 on post issue H1FY18 

annualized eps at price band of Rs 87-90/share. Although co has most 

advanced and unique facilities & capability to manufacture wide range of 

advanced product but weak order book size of Rs 517 Cr against strong 

topline in FY16 & FY17 doesn’t infuse optimisim in company. Hence, we 

recommend “Avoid” on issue. 
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Company Overview 

 

Co is one of the leading manufacturers of special steels, Superalloys and only manufacturer of titanium 

alloys in India. These are high value products which cater to niche end user segments such as defence, 

space and power. Company was established in the year 1973, with an aim of achieving self-reliance in 

the research, development and supply of critical alloys and products of national security and strategic 

importance. Co have emerged as a ‘National Centre for Excellence’ in advanced metallurgical 

production of special metals and Superalloys in India. Co have the technological ability to manufacture 

a wide range of advanced metals and alloys under one roof. With the growth of its business and 

operations, co have achieved the status of a Mini Ratna, Category-I company in 2009. Presently, co 

conduct its operations at its manufacturing facility in Hyderabad. Co is in the process of setting up two 

new manufacturing facilities in Rohtak and Nellore. 

Co is one of the few metallurgical plants of its kind in the world, designed to manufacture a wide range 

of special metals and alloys using integrated and highly flexible manufacturing systems. Company 

manufactures unique combinations of metal and alloys. These special alloys have superior mechanical 

properties and better workability which are essential for special applications in aerospace, power 

generation, nuclear, defence and other general engineering industries. Co’s products are key 

ingredients for strategic sectors in India, which typically cannot be imported from other countries due 

to its national security related concerns.  

Co manufacture special steels like martensitic steel, ultra high strength steel, austenitic steel and 

precipitation hardening steel. Co manufacture three varieties of Superalloys – nickel base, iron base 

and cobalt base. Co also manufacture varieties of titanium alloys. Most of the orders executed by 

company are in the nature of an import substitute. 
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Investment Rationale 

 

Capability to manufacture wide range of advanced products  

Co is a manufacturer of special steels and stainless steels, Superalloys (nickel base, iron base and 

cobalt base), commercially pure titanium and titanium alloys, soft magnetic alloys, controlled 

expansion alloys, heat resistance alloys, special purpose alloys, refractory metals and other alloys 

in different shapes, properties and sizes. Co have process capabilities across the product 

manufacturing value chain, including melting, forging, rolling, wire drawing, investment casting, 

machining and quality testing. Co is a modern and integrated metallurgical plant for 

manufacturing a wide spectrum of critical alloys in variety of forms such as ingots, forged bars, 

rings hot rolled sheets and bars, cold rolled sheets, strips and foils, wires, castings, fasteners and 

tubes using state of the art production facilities for defence, space, aeronautics, power and thermal 

power, electronics, tele-communications and engineering industries and other sectors in India. Co 

monitor all its processes, right from the receipt of raw materials, manufacturing to packaging of 

products. Company is in a unique position to leverage both economies of scale and scope as it is 

capable of processing different alloys. Some of the alloys that co manufacture have properties 

higher than international standards to meet specific requirements of its customers. 

 

Most advanced and unique facilities  

Company is the only facility in India to carry out vacuum based melting and refining through world 

class vacuum melting furnace such as vacuum induction melting, vacuum arc remelting, vacuum 

degassing/ vacuum oxygen decarburisation, electro slag remelting and electron- beam melting. It 

enables company to venture new markets with innovative and advanced products. Company has 

successfully produced Hafnium metal having vital application in the space sector for the first time 

in the country using state of the art electron beam melting furnace. Also, co have manufactured 

large nickel superalloy based casting through air induction melting route. Thus the wide spectrum 

of advanced melting facilities enables company with the flexibility to provide its customers with 

high quality products which meet their stringent quality requirements. 

 

Risk Factors 

 

Co currently supply to strategic sectors. A decline or reprioritization on the focus on strategic 

sectors or change in policies relating to the strategic sectors in the future will have a material 

adverse impact on co’s business, financial condition, and results of operations, growth prospects 

and cash flows. 
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Objects of Offer 

The objects of the Offer are: (i) to carry out the disinvestment of 48,708,400 Equity Shares by the 

Selling Shareholder constituting 26% of company’s pre-Offer paid up equity share capital; and (ii) 

to achieve the benefits of listing the equity shares on the stock exchanges. 

 

Financial Statements 

         Rs Cr 

Particulars FY15 FY16 FY17 H1FY18 
Total Income 655.70 761.45 809.71 208.06 
Operating Exp 520.81 610.35 624.40 162.83 
EBIDTA 134.89 151.10 185.31 45.24 
EBIDTA Margin (%) 20.57 19.84 22.89 21.74 
Other Income 22.69 29.00 23.38 12.60 
Depreciation 9.79 14.07 17.66 9.37 
EBIT 147.79 166.03 191.03 48.47 
Interest 7.014 4.19 4.68 1.52 
PBT 140.75 161.85 186.35 46.95 
E/O Item 0.00 0.00 0.00 0.00 
PBT After E/O Item 140.75 161.85 186.35 46.95 
Tax 37.12 42.48 60.04 19.65 
PAT 103.63 119.37 126.31 27.30 
Other Comp Inc 1.60 0.52 0.98 1.79 
Adjusted PAT 105.22 119.89 127.29 29.09 
NPM(%) 16.06 15.75 15.72 13.98 
Eq Capital 187.34 87.34 187.34 187.34 
Res & Surplus 352.72 432.33 517.00 546.09 
Net Worth 540.06 619.67 704.34 733.43 
Eq Shares ( In No) 18.73 18.73 18.73 18.73 
EPS 5.62 6.40 6.79 1.55 
ROE (%) 19.48 19.35 18.07 3.97 
ROCE (%) 23.66 25.74 25398 5.88 
Book Value 28.83 33.08 37.60 39.15 
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