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Innoventive industries is engaged in manufacturing of Electric
Ressitance Welded and Cold Drawn Electric Welded Tubes. The

Issue Open 26-Apr-11 ; ]
Issue Close 20-Apr-11 colmpany has its manhufact:rlng plants Iocattlad at Pufne and
ilv . Innoventiv r i idiari man r
Price Band (INR) 117 - 120 S 'assa o] fa tive through its subsidiaries also manufactures
) tubings, machined components, ready to assemble parts,
Issue Size (INR Mn) 2,195.8

Market Cap (INR Mn)

7,000.1 - 7,123.3

couplings, pup joints, etc. and supplies to transport equipment,
oil & gas and farm equipment sectors.

@ INR 117 @ INR 120 Investment Summary
Issue Size (Shares) 18,767,522 18,298,334 Precision tubes market to grow at a CAGR of 16.8%
Employee Reservation Portion 1,500,000 1,500,000 As per the Frost & Sullivan report, the overall precision tubes
QI8 8,633,761 8,399,167 market in volume terms is expected to grow at a CAGR of
Non-Institutional 2,590,128 2,519,750 10.7% to reach 800,213mt by FY15. During the same period
Retail 6,043,633 5,879,417 ERW, CEW and seamless tubes segments are expected to grow
at a CAGR of 9.9%, 14.2% and 9.3% respectively.
Face Value (INR) 10.0
Book Value as of SMFY11 (INR) 36.2 Expanding CEW tubes facility
Innoventive in order to cash in on the burgeoning demand in
Equity Capital the precision tubes pipe industry is currently expanding its
Pre Issue (INR Mn) 410.6 CEW tubes facility at Pimple Jagtap, Pune taking the total
Post Issue @117 (INR Mn) 598.3 capacity to 76,701tpa from the current 23,265tpa by FY13.
Post Issue @120 (INR Mn) 593.6 The total capital outlay is earmarked at INR 1,630.6mn.
Diversified End Users
Shareholding s e (;SSt@isIs;; (;?)St@isls;; The company .caters to diversified industri.es such .as
Pattern (%) 117 120 transportation, oil & gas, power and farm equipments. With
Promoter Group 65.6% 45.0% 45.4% transport equipments forming 49.3% of the total share,
Public 34.4% 55.0% 54.6% Innoventive is well poised to take advantage of rapid growth
Total 100% 100% 100% of the Indian automobile and auto component sector which
Total Shares 41,062,349 59,829,871 59,360,683 grew by 27.4% last fiscal.
Oil & gas industry is another major user industry for
Innoventive contributing 12.0% to the total revenues. The
Objects of the Issue . . .
recent NELP rounds and rising crude prices make investments
Srole. particiars e favourable in the E&P activities which will further boost the
! Capacity Expansion 1,630.6 demand for pipes and tubes used in critical applications.
2 Repayment of Term Loans 500.0
3 General Corporate Purposes [e] Valuation
Total [e]
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At the upper band of INR 120, the stock is available at a
P/E multiple of 12.8x based on 9MFY11 annualized post issue
EPS of INR 9.4. As compared to its peers, the issue seems
fairly priced. Threefold capacity rise in the CEW tubes aided by
growth in user industries and better margins will catapult the
revenue growth FY13 onwards. We recommend ‘Subscribe’ to
the offer.




Investment Rationale

Precision tubes market to grow at a CAGR of 16.8%
As per the Frost & Sullivan report, in terms of revenues,
the precision tubes market in India is expected to grow
at a CAGR of 16.8% till FYl5 to INR 75.9bn from INR
34.9bn in FY10. The overall precision tubes market in
volume terms is expected to grow at a CAGR of 10.7%
to reach 800,213mt by FY15. During the same period
ERW, CEW and seamless tubes segments are expected to
grow at a CAGR of 9.9%, 14.2% and 9.3% respectively.
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Expanding CEW tubes facility

Innoventive in order to cash in on the burgeoning
demand in the precision tubes pipe industry is currently
expanding its CEW tubes facility at Pimple Jagtap, Pune
taking the total capacity to 28,785tpa from the current
23,265tpa. The company further plans to expand this to
76,701tpa by FY13 at a cost of INR 1,630.6mn.

Innoventive’s new plant at Pimple Jagtap has been
awarded the ‘Mega Project’ status by the state
government, which will enable the plant to enjoy benefits
like electricity duty expemption till Nov-2015, 100%
exemption from stamp duty.

Marquee Clientele

The company boasts of a marquee clientele such as Bajaj
Auto, BHEL, Salem Steel North America, Thermax, et al.
Bajaj Auto is the top customer of Innoventive as it
contributes over 20% to the total revenues. The top 5
and the top 10 customers contribute 39.4% and 49.8%
respectively to the total revenues.
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Diversified End Users

The company caters to diversified industries such as
transportation, oil & gas, power and farm equipments.
The company has been able to bring down its
dependence on transportation industry from 62.5% in
FY09 to 49.3% in 9MFY11.

mOil & Gas
Power B Farm Equipments
General Engineering

ETransport Equipments

Automobile and auto components industry has been
growing at a rapid pace. As per SIAM, the overall vehicle
sales grew by 27.4% in FY1ll to 17.9mn units. With
transport equipments forming 49.3% of the total share,
Innoventive is well poised to take advantage of this
growth.

Oil & gas industry is another major user industry for
Innoventive. The recent NELP rounds and rising crude
prices make investments favourable in the E&P activities
which will further boost the demand for pipes and tubes
used in critical applications.

Company Background

Innoventive is engaged in the manufacturing of precision
tubes, tubular components, machined components and
other steel products which find applications in sectors
such as transportation, oil & gas and farm equipments.
The company has six manufacturing facilities located in
Pune and Silvassa. Innoventive currently has a production
capacity of 64,800tpa and 23,265tpa to manufacture ERW
and CEW tubes respectively. The company's key
subsidiary include Sankalp Forgings, Saicon Steel and
Arihant Steel which are engaged in manufacturing ready
to assemble parts like machine tubing, couplings, pup
joints, etc, laminates, stampings and steel wires.
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Financials

Income Statement (INR mn FY09 FY10 9MFY11 Balance Sheet (INR mn FY09 FY10 9MFY11
Total Income 3,619.6 4,214.8 4,531.7 Share Capital 50.0 50.0 384.6
Reserves & Surplus 377.8 721.3 1,102.7
Raw Materials Consumed 2,324.1 2,284.3 2,601.8 Net Worth 427.9 771.3 1,487.4
Staff Cost 153.0 215.0 174.3
Other Manufacturing Expenses 309.8 354.7 347.2 Secured Loans 2,806.5 2,796.7 2,942.3
Selling & Admin Expenses 222.6 246.2 217.1 Unsecured Loans 350.8 468.5 617.7
Total Expenditure 3,009.5 3,100.2 3,340.3 Def. Tax Liabilities & Minority Int. 249.9 329.2 450.0
Total Liabilities 3,835.0 4,365.6 5,497.4
EBITDA 610.1 1,114.6 1,191.4
EBITDA Margin 16.9% 26.4% 26.3%
Net Block 2,004.3 2,992.7 3,197.0
Other Income 91.4 36.8 38.5 CWIP 944.5 445.0 539.9
Depreciation 116.1 163.2 164.9 Less: Revaluation Reserve (6.6) (6.6) (6.6)
Financial Charges 353.0 560.2 532.8 Total Fixed Assets 2,942.2 3,431.2 3,730.3
PBT 232.5 428.0 532.1 Goodwill on Consolidation 67.1 67.1 67.1
Tax 77.2 76.9 114.1 Investments 0.7 0.7 0.7
Current Assets 2,305.7 2,598.4 4,038.4
PAT 155.3 351.1 418.0 Current Liabilities (1,480.8)  (1,731.8)  (2,339.2)
PAT Margin 4.3% 8.3% 9.2% Total Assets 3,835.0 4,365.6 5,497.4

Cash Flow Statement (INR mn FYO09 FY10 9MFY11 Key Ratios FYO09 FY10 9MFY11
Cash flow from Operating Activities 646.2 608.5 577.4 D/E Ratio (x) 7.4 4.2 2.4
Cash flow from Investing Activities (1,429.1) (652.0) (461.3) EPS (INR) 31.1 70.2 10.2
Cash flow from Financing Activities 881.4 (452.3) 112.7 P/E @ 120 (x) 3.9 1.7 11.8
Net Changes in Cash 98.4 (495.8) 228.8 BVPS (INR) 85.6 154.3 36.2
Opening Cash 576.8 675.2 179.4 P/BV @ 120 (x) 1.4 0.8 3.3
Closing Cash 675.2 179.4 408.2 RoE 36.3% 45.5% 28.1%
Sales M-Cap (INR

Company CMP (INR) (INR mn) EBITDA (%) EPS (INR) PE (x) BVPS (INR) P/BV (x) mn)
Innoventive @117 117.0 6,042.3 26.3 9.3 12.6 63.9 1.8 7,000.1
Innoventive @120 120.0 6,042.3 26.3 9.4 12.8 65.3 1.8 7,123.3
Tube Investments 143.3 31,011.8 29.3* 6.1 23.6 43.3 3.3 26,612.9
Lumax Auto Technologies 150.6 4,169.3 8.5 19.7 7.6 59.9 2.5 2,052.2
Gandhi Special Tubes 107.3 776.8 49.5 17.2 6.2 69.1 1.6 1,577.2

Innoventive EPS is calculated using annualized 9MFY11 eamnings and post issue equity shares.
*Tube Investments EBITDA margins of tubes division
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Disclaimer: This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. SPA Securities Limited (hereinafter
referred as SPA) is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely for your information and should not be reproduced or
redistributed to any other person in any form. 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. The
intent of this document is not in recommendary nature. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein The report is
based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon such. SPA or any of its affiliates or employees shall
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. 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 lost revenue or lost profits that may arise from or in
connection with the use of the information. SPA or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining
to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement.

The recipients of this report should rely on their own investigations. SPA and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned
in this report. SPA has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement
1. Analyst ownership of the stock - No
2. Group/Directors ownership of the stock - No
3. Broking relationship with company covered - No

This information is subject to change without any prior notice. SPA reserves the right to make modifications and alternations to this statement as may be required from time to time.
Nevertheless, SPA is committed to providing independent and transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Research Srinivas Reddy Head of Research srinivas.reddy@spagroupindia.com Tel: +91-22-4289 5000 Ext. 633

SPA Securities Limited | SPA House, Nyay Sagar, Near Gurunanak Hospital, Bandra (E), Mumbai - 400051, Tel. No. : +91-22-4289 5000

For More Information Visit Us At www.spasecurities.com
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