Welspun Corp Ltd — Aug 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Beat One-line: While top-line revenue dipped 23% YoY due to project timing, EBITDA held firm and PAT
grew 50%, signaling a successful transition from a cyclical line-pipe manufacturer to a diversified, higher-margin
infrastructure and building materials conglomerate.

Dimension This Quarter Sentiment

Signal | Evidence

Beat/Miss vs Beat EBITDA margins expanded significantly (13.1% vs 10.1% YoY)
Guidance despite lower volumes.
. . . Growth driven by improved product mix (exports) and contribution
Earnings Quality High . . ] .
from new high-margin businesses (DI Pipes).
. . Reaffirmed FY25 guidance; Saudi (EPIC) order book provides
Guidance Confidence  Strong o
2.5-year visibility.
Management Stron Executing on "De-risking" strategy; Greenfield DI plant ramping
Credibility . up; Sintex turnaround visible.
Business Quality . ROCE maintained at 20%+; shifting toward B2C (Sintex) and
Improving

Signal

Key Q&A Exchange

The Street's Primary
Anxiety

Q1 + US Order Book

U.S. Delay & Sintex
Capex

annuity-like water infra (DI).

Management confirmed being "favorably placed" for large US
orders to bridge the FY25 gap.

Analysts feared US contract delays and high Sintex capex
(C2,300 Cr) dragging returns.

Heavy reinvestment in Sintex (Building Materials) and Saudi DI

Capital Cycle Stage Investment
P v g Pipe facility.
) ) ) EBITDA/MT bolstered by niche SS grades and high-value export
Margin Trajectory Improving . .
line pipes.
- Dominant position in Large Dia pipes; Sintex positioned as a
Pricing Power Stable .
"Premium" challenger.
. ) Quarterly cash flow affected by working capital mismatches
FCF Conversion Distorted .
(noted in concall).
First Indian mill to produce Hydrogen-transport pipes (X65
Competitive Moat Widening P yarog port pipes (
grade).
Balance Sheet o . . . .
Adequate Net Debt/Equity is being monitored amid (2,300 Cr Sintex capex.
Strength
Working Capital Stable Management noted "cash flow mismatches" but maintained
Efficiency overall control.
Mgmt Guidance Track Reliable 2.5x revenue growth since FY22 validates the diversification

Record

Key Vulnerability

Management Tone

U.S. Concentration

Confident

thesis.

Dependency on Permian Basin project cycles remains a volatility
factor.

Bullish on "Vision 2030" (Saudi) and Indian Water Infrastructure.



Key Takeaways: * Positives: The de-risking strategy is bearing fruit as Ductile Iron (DI) pipes and Sintex
(Building Materials) provide a buffer against Line Pipe cyclicality. Saudi associate (EPIC) has turned into a
massive profit engine with a 2.5-year order book. Technological leadership was cemented by the successful
development of Hydrogen-ready pipes. * Negatives: US Line Pipe volumes face a temporary lull between major
Permian projects, creating short-term revenue volatility. The Sintex expansion requires heavy capital outlay
(C2,300 Cr), which may suppress near-term free cash flow. * Street Concern: Analysts are focused on the
"Challenger Brand" strategy for Sintex pipes; management responded that they will leverage the existing
premium Sintex brand and 15 months of "foundational work" to avoid a margin war. * Watchpoint: Execution of
the Weetek Plastics acquisition and the first phase of the Sintex greenfield project by end-FY25.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT figures are primary. Concall used for Mgmt Commentary.

i Current Qtr (0]s]0)
Metric Trend Mgmt Commentary
(Q1FY25) Change
Steel Pipe Volume Growth driven by India DI pipes; US/India Line
229 1 8% 1 38% ! o
(KMT) pipe timing caused QoQ drop.
SS Pipe Volume Slight dip YoY but bagged prestigious NTPC/
& 1,139 | 11% ' 2% . L SRRy
(MT) BHEL tender (1,400 MT).
SS Bar Volume Significant ramp-up in high-value nickel-copper
4,738 1 57% 1 31% 1
(MT) grades (Alloy K500).
Sintex Revenue (O Volume growth clarified at 11% (Concall);
161 t 14% 1 25% ! .
Cr) seasonal dip QoQ.
TMT Rebar Massive uptick from infra demand and "Welspun
57 1 175% 1 36% 1 . .
Volume (KMT) Shield" branding.
Lower volumes in line pipes; partially offset by
Revenue (CCr) 3,180 1 23% 1 30% ! L
better realization.
Stable EBITDA despite revenue drop due to
EBITDA (OCr) 416 10.5% 1 0.7% - . . .
high-margin export mix.
. Driven by "boutique" SS grades and high-value
EBITDA Margin %  13.1% 1 300bps 1 400bps 1
export orders.
PAT (OCr) 248 1 50% 1 7.5% 1 Boosted by [40 Cr share from Saudi JV (EPIC).
ROCE (%) 20% 1 700bps = 1 Goal is to maintain 20%+; FY22 was 13%.

Mgmt noted debt is "under control" (Concall
Net Debt / (Cash) Not in doc - - - g (

Q12).
Saudi Net Profit Order book at SAR 1.65B+; Q1FY24 was a loss
71 1T NA 1 61% 1
(SAR Mn) (SAR 19 Mn).

2B. SEGMENT BREAKDOWN



Segment

Revenue

Key Development

Line Pipes

DI Pipes

Sintex

SS Steel

TMT Rebars

(Ocr)

2,130* !

560* 1

161 1 14%
329* 1

148* 1 175%

Segment revenue derived from
volume mix and average realizations;
not explicitly broken out in PPT tables.

High - Above
16-18% 1 Above
Improving 1 Below
High 1 Above
Moderate 1 Below

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target / Claim

Required Run-Rate /
Mathematical Feasibility

Developed Hydrogen-
transport API grade X65

pipes.

300 KMT order book;
expanding capacity to 600
KMTPA.

Acquiring Weetek Plastics
(085 Cr EV) for pipe foray.

Commercialized niche
grades (Welsonic 50/XM
19).

Focus on Gujarat/Western
India B2C and B2B market.

Guidance

Guidance

Guidance

Strategy

Strategy

Macro

Balance

Revenue/
EBITDA

DI Pipe
Capacity

Sintex
Capex

Sintex Foray

u.s.
Continuity
Saudi

Demand

ROCE

"Stable/Satisfactory performance
in line with FY25 guidance."

Expand from 500k to 600k MTPA
by process engineering (zero
capex).

[2,300 Cr over 2 years (40% in
FY25).

Fast-track entry into plastic pipes
via Weetek acquisition.

"Favorably placed" to book orders
for beyond FY25.

Vision 2030 to drive water/oil
demand for 5-7 years.

Maintain 20%+ annualized rate.

Q1 EBITDA is [416 Cr; on track
for FY24 equivalent ((1,804 Cr).

Facility installation/
commissioning by Q3 FY25.

Needs 920 Cr spend in FY25;
implied (230 Cr/quarter.

Transaction close in 6-8 weeks;
test marketing by Q3.

Needs award in next 2 quarters
to avoid Q1FY26 gap.

SAR 80B allocated for water
projects by 2030.

Requires continued EBITDA/MT
growth in SS and DI segments.

Historical

Delivery

Delivered Low
New Target Low

On Track Medium
Delivered Low
Pending High
Confirmed Low
Delivered Medium



4. ANALYST Q&A



Analyst /

Q# Relevance Theme

irm

Deepak US
1 4.5 Lalwani, Outlook
. Demand
Unifi
Deepak
2 4.0 Lalwani, DI Margins  Financials
Unifi
Pavas .
. Sintex
3 35 Pethia, Strategy
. Strategy
Birla MF

Category

Underlying
Concern

"What is
causing the
delay [in US
orders]?"

"Can the [DI
Pipe]
situation
persist in
FY26 in
terms of
demand [and
margins]?"

"When can
we expect
[Sintex] other
products
[pipes] to
start
contributing?"

Management
Response &
Investment
Implication

Evaded Credibility Verdict

Management
clarified that
delays are not
political/election-
related but a
standard 2-
quarter project
cycle after
completing
major Permian
works. This
implies a
revenue gap in
US operations
until awards hit
in late FY25;
watch for award

Clear and

None 4.0
quantified

announcements.

Current margins
are high at
16-18% due to
softening RM,
but
management
guided to a
steady-state
13-15% as
supply
increases. This
sets a realistic
floor for EBITDA
expectations in
the water
segment; re-
rating trigger if
margins hold
>15%.

Specific

None 4.5 .
guidance

Weetek
acquisition fast-
forwards entry
into pipes with
test marketing
starting in 6-8
weeks post-
transaction. This
accelerates the
B2C
diversification
timeline;
monitoring point
for Sintex

Directional
None 4.0 .
evidence



Relevance

Analyst /

Theme Categor
irm gory

Underlying
Concern

Management
Response &
Investment
Implication

Evaded

Credibility Verdict

3.0

3.5

4.0

3.5

Vikash

. Sintex i )

Singh, Financials
. Typo
PhillipCap
Vikash
Singh, Debt Financials
PhillipCap
Shweta Weetek Capex/
Dikshit, ) :
) Valuation Alloc

Systematix

Saudi JV Strategy

[Questioning
the volume/

value growth
discrepancy
in PPT].

"We haven't
given that
debt number
this time."

"Turnover
was around
99 lakhs in
FY24... how
are we
arriving at
[(85 Cr]
valuation?"

"Why can't
we add some

market share
gains.

CEO Ashish
Prasad clarified
that Sintex
volume growth
was 11% and
value growth
14%. Corrects
the record for
valuation
models; volume
growth remains
healthy.

Management
deflected
specific
quarterly debt
figures,
suggesting they
be viewed on a
half-yearly/
yearly basis due
to cash flow
mismatches.
This suggests
temporary
working capital
stress; credibility
watch for Q2
balance sheet.

Management
explained
Weetek is a
"brand-new,
state-of-the-art"
facility,
essentially a
surrogate for
greenfield capex
that saves 18
months of time.
This justifies the
premium as a
"speed-to-
market" cost;
reduces time-to-
market risk for
Sintex Pipes.

Management
noted that while

None

Specific
Debt #

None

None

Quantified
5.0 .
correction
Deflected
2.0 — key
signal
Specific
40 .p .| i
timeline
Vague but
3.0

consistent



Analyst /

Q# Relevance Theme

irm

Miraj,
Arihant
Cap

Deepak
Lalwani,
Unifi

Challenger
Brand

Category

Strategy

Underlying
Concern

more capex
over here in
EPIC to
expand...
instead of
declaring
dividends?"

"Who will we
be competing
with... will we
have to give
more dealer
margins?"

Management
Response &
Investment
Implication

Evaded Credibility Verdict

EPIC is a listed
entity with an
independent
board, they are
evaluating M&A
and expansion
options. Implies
that Welspun
may prefer cash
returns
(dividends) from
Saudi to fund
Indian
expansions;
capital allocation
efficiency signal.

Sintex will be
positioned as a
"Premium
Challenger,"
leveraging its
existing brand
equity to avoid

competing

solely on price/ Strategic
¥ - None B355) . o

margins. If clarity

successful, this
protects Sintex
EBITDA margins
from industry
price wars; key
monitoring point
for brand
strength.

PATTERN FLAGS & SENTIMENT * The U.S. Air Pocket: Analysts are anxious about the US revenue gap
between Permian projects. Management’s posture was confident, treating it as a cyclical "process" rather than a
fundamental demand drop. The concern remains live until a definitive contract is announced. * Sintex
Execution Risk: Significant questioning focused on the Weetek acquisition and the [2,300 Cr capex.
Management defended the valuation as a time-saving move. Friction exists regarding the "challenger brand"
status—analysts are skeptical about entering the crowded plastic pipe market without aggressive discounting. *
Ductile Iron (DI) Sustainability: There is broad consensus on DI demand, but analysts pressed on the
sustainability of 18% margins. Management was notably conservative here, guiding lower (13-15%), which
suggests they are bracing for increased competition in FY26.

Analyst Sentiment Verdict: Overall sentiment is Positive but Cautious. Analysts were convinced by the DI
Pipe story and the Saudi profit contribution but remain skeptical about the Sintex diversification’s near-term
return profile. The greatest risk remains the U.S. order book timeline; any further delay beyond Q3 will likely lead

to earnings downgrades for FY26.



GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening) | What Q&A Revealed | Gap /
Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | DI Margins | Highlighted as a "stable ramp up" |
Sustainable margins are 13-15%, not the current 18% | 300bps "valuation buffer" needed | Minor; already in
guidance | | US Timeline | "Vision 2030 to continue boost" | Standard 2-quarter lull currently occurring |
Temporary revenue gap | Moderate; Q3 delivery is vital |

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare. (Baseline for Q1FY25).
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