Apollo Tyres (APOTYR)

CMP: X440

Target X 510 (16%) Target Period: 12 months

August 10, 2026
Best among the peers, RM pressure to ease in near term...

About the stock: Apollo Tyres (ATL), is a leading tyre manufacturer, having

operatio

ns in India & Europe. In India, ATL has substantial presence in TBR (~30%

market share) and PCR space (~20% market share). India contributes ~63% of sales

Q1FY27

FY26 product mix: Truck/Bus- 40%; PV- 38%; OHT- 10%; Others-12%

Results: Total operating income on consolidated basis in Q1FY27 stood at

X 7,398 crores, up 13% YoY. EBITDA for the quarter stood at X 868 crore with EBITDA

margins
came in

at 11.7%, down ~285 bps QoQ. Consequent consolidated PAT for Q1FY27
at X 349 crores. On standalone basis it reported an EBITDA margin of 12%,

down 260 bps QoQ (lowest decline amongst peers announcing results till date).

Investment Rationale:

Rating

Strong Domestic growth visibility amid GST 2.0 tailwinds: The tyre
industry exhibits a robust demand structure, with approximately 70% of its
revenue stemming from the replacement market and the remaining 30%
from Original Equipment Manufacturers (OEMs). In Q1FY27, the India
business delivered double digit volume growth across segments. Demand
continued to stay robust into July supported by market-share gains, strong
replacement demand and high-capacity utilisation, while expectations of
momentum to sustain in the near term, primarily tracking GST rate cut
tailwinds both for the OEM as well as replacement market.

Raw material volatility mitigated, expected moderation in Q3: Rubber &
crude derivatives form bulk of raw material costs at tyre companies.
Consequently, domestic tyre industry has largely witnessed volatile margin
profile with industry realising healthy margins during periods of benign raw
material prices. Natural rubber cost increased from around X225/kg in Q1
to an expected ~X260/kg in Q2, implying a significant sequential cost
increase. Apollo mitigated the impact through calibrated and staggered
price increases, with around 7-9% hikes implemented during Q1 and
further increases announced for Q2; cumulative pricing currently stands at
around 9% in TBR and 11% in other categories, against an estimated 15—
16% required to fully offset RM inflation. Management expects natural
rubber prices to cool from Q3 onwards as seasonal factors normalise,
which, could provide a meaningful margin tailwind from H2FY27.

Debt on B/S substantially reduced, structurally well placed to withstand
near term pressure: Tyre industry is known to have bloated balance sheets
owning to high capex intensity. Apollo tyre has done considerable work in
this domain with net debt down from ~X 6,000 crore in FY20 to ~X 1,700
crore as of Q1FY27, a reduction of substantial ~X 4,300 crore. In this
timeframe its EBITDA has improved from ~X 1,900 crore in FY20 to ~X
4,100 crore in FY26 with consequent Net Debt: EBITDA now placed at 0.4x.

and Target Price

With company’s ability to mitigate the sharp and persistent rise in RM costs
along with healthy underlying demand with double-digit volume growth
we maintain our BUY rating on the stock & value it at X425 i.e. 7x on FY28E
EV/EBITDA. Healthy CFO generation and controlled leverage on B/S (Debt:
Equity at 0.2x) provide margin of safety to our investment thesis.

. Key Risk: (i)

BUY

APOLLO
TYRESLTD

Particular X crore
Market Capitalization 27,942
Total Debt (FY26) 2,632
Cash & Inv. (FY26) 1,044
EV (X Crore) 29,530
52-week H/L () 540/ 365
Equity capital X 63.5 Crore
Face value

Sep-25 Dec-25 Mar-26 Jun-26
Promoter 37.0 36.9 36.9 36.9
Fll 11.9 12.3 12.2 10.1
DIl 27.9 27.9 27.6 29.1
Other 23.2 229 234 23.9
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Guides for cooling of RM costs by Q3,
will take partial price hikes to offset its
impact in Q2.

less than expected
recovery in domestic demand (ii)
elongated pressure on margins amid
high RM prices
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Key Financials FY23 Fy24 FY25 FY26 5'("':‘:(“2'“1‘_:‘2“:)" FY27E FY28E Z(g\‘:;;_cz‘ggr
Net Sales 24,568 25,378 26,123 28,471 10.4 33,393 35,483 11.6
EBITDA 3,314 4,447 3,572 4,143 8.6 4,062 4,981 9.6
EBITDA Margins (%) 135 175 13.7 14.6 12.2 14.0
Net Profit 1,046 1,722 1,121 1,372 314 1,676 2,249 28.0
EPS (R) 16.5 27.1 17.7 216 26.4 35.4
P/E 26.7 16.2 249 20.4 16.7 12.4
RoNW (%) 8.3 12.4 7.6 8.2 9.3 11.3
RoCE (%) 9.8 15.2 10.4 125 10.4 12.7

Source: Company, ICICI Direct Research
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Key Highlights for the Quarter

Q1FY27 Q1FY26 YoY (%) Q4FY26  QoQ (%)

Total Operating Income 7,398 6,561 12.8 7,336 0.8
Raw Material Expenses 4,222 3,668 15.1 3,890 85
Employee Expenses 963 870 10.7 885 8.8
Other expenses 1,345 1,155 16.4 1,492 (9.9)
EBITDA 868 868 0.0 1,069 (18.8)
EBITDA Margin (%) 11.7 13.2 -149bps 14.6 -284bps
Depreciation 391 378 35 397 (1.5)
Interest 91 101 (9.1) 20 1.9
Other income 58 19 208.7 35 65.6
Tax 119 25 366.3 (469) (125.3)
PAT 349 13 2,609.1 631 (44.7)
EPS (]) 55 0.2 2,609.1 9.9 (44.7)
Key Metrics

Revenue (X crore)

APMEA 5,529 4,829 14.5 5,346 34
Europe 2,039 1,848 10.3 2,180 (6.5)
EBIT Margin (%)

APMEA 8.7 8.8 -5 bps 11.1  -234 bps
Europe 0.7 2.6 -186 bps 6.6 -582bps

Source: Company, ICICI Direct Research

Revenue Mix Consolidated — Q1 FY27
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Q1FY27 Concall highlights

Indian Operation

e Strong demand momentum: Replacement volumes grew 13% YoY, OEM volumes
10% and exports 15%, while most product categories delivered double-digit
growth. July also saw a strong start, providing management confidence that the
momentum can sustain into Q2 despite the seasonally weaker quarter

e Performance: India revenue reached a record 5,460 crore, growing 15.6% YoY
and 4.3% QoQ, marking the strongest YoY quarterly growth in the last 14
quarters. Growth was largely volume-led, with approximately 12% coming from
volumes. Apollo also estimates that it has regained market share, with TBR
replacement share now above 30% and passenger-car replacement share >21%.

e Capex: Capacity emerges as a key constraint given utilisation level in the 90%+
range. India capex stood at X500 crore in Q1, with spending expected to increase
in Q2 and Q3. The Andhra Pradesh expansion is expected to begin coming on
stream toward the end of FY27 and ramp through FY28. Management indicated
that, in hindsight, capacity additions may have been a quarter late rather than
too early given the strength of demand.

¢ Commodity Inflation and Price Hike: Raw-material costs increased
approximately 17% in Q1, with another ~8% sequential increase expected in Q2,
primarily driven by natural rubber. Apollo implemented 7-9% price increases
during Q1, while the full requirement to offset the RM inflation is estimated at
around 15-16%. Current price increases are approximately 9% in TBR and 11%
in other categories, with another one to two rounds of increases expected.

e Margin Recovery Potential: India EBITDA margin declined to around 12% from
13.6% YoY, primarily because of the sharp RM cost increase and the lag in price
realisation. Since price hikes were staggered through Q1, only 3-4% flowed into
Q1 revenue, with the full benefit expected from Q2 onwards. Management
expects natural rubber to start cooling from Q3 and noted that Apollo historically
delivers its strongest margins during falling RM cycles, creating potential for
meaningful margin expansion if commodity prices moderate

European Operations

e Performance: Europe revenue stood at €147 million, up 0.5% YoY, with low-
single-digit volume growth. EBITDA was €13 million, resulting in an 8.9% margin
versus 10.8% YoY. Management attributed the muted reported performance
partly to the Enschede closure and ongoing manufacturing transition, with some
revenue also lost during the shift of truck-radial capacity. Core PCR replacement,
however, continued to grow at a healthy double-digit rate.

e Margin & product mix: Hungary is expected to increase passenger-car tyre
capacity from approximately 17,000 to 21,000 tyres per day, with production
ramp-up beginning in H2FY27. The current European margin is affected by
overlapping costs between the Netherlands and Hungary; management
estimated that margins would have been around 11% without these overlaps.
Once the new footprint is fully optimised, management is targeting high-teens
EBITDA margins for the European operations.

e Plant Closure & restructuring: The Netherlands plant stopped production in June
2026, with a large portion of its approximately 750,000-tyre capacity being
shifted to Hungary, while lower-end 14-inch and 15-inch tyres are being
transferred from Hungary to India. The transition is expected to be completed
around September-October 2026. Space Master spare-tyre production has
already been shifted to Baroda with OEM approvals secured.

¢ Management Guidance: Management expects European operations to pick up as
the capacity transition is completed and restructuring benefits begin from
H2FY27. Anti-dumping duties on Chinese tyres are expected to be positive for
Apollo, particularly as Chinese players had been taking share at the lower end of
the market. Combined with healthy PCR replacement growth, the Hungary ramp-
up and elimination of Netherlands-related cost overlaps, Europe provides a
meaningful medium-term earnings opportunity.
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Financial summary

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Total operating Income 26,123 28,471 33,393 35,483 Profit after Tax 1,121 1,372 1,676 2,249
Growth (%) 29 9.0 17.3 6.3 Add: Depreciation & Interest 1,945 1,935 2,029 2,185
Raw Material Expenses 14,695 15,554 19,237 19,909 (Inc)/dec in Current Assets -1,306 -736 -1,595 -704
Employee Expenses 3,130 3,542 3,954 4,049 Inc/(dec) in CL and Provisions 38 1,141 499 466
Other Expenses 4,728 5232 6,141 6,544 CF from operating activities 1,798 3,712 2,608 4,196
Total Operating Expenditure 22,552 24,327 29,331 30,501 (Inc)/dec in Investments 493 - - -
EBITDA 3,572 4,143 4,062 4,981 (Inc)/dec in Fixed Assets (1,082) (2,156) (3,500) (3,000)
Growth (%) -19.7 16.0 -2.0 226 Others (63) (785) 66 2
Depreciation 1,498 1,543 1,603 1,774 CF from investing activities (652) (2,941) (3,434) (2,998)
Interest 447 391 426 411 Issue/(Buy back) of Equity . - - -
Other Income 88 133 155 159 Inc/(dec) in loan funds (565) (745) 1,600 (250)
PBT 1,546 1,309 2,211 2,956 Dividend & interest outgo (764) (773) (775) (855)
Exceptional items 168.7 1,033.5 -23.5 0.0 Others 158 893 (20) (20)
Total Tax 425 -63 537 709 CF from financing activities (1,171) (625) 805 (1,125)
Reported PAT 1,121 1,372 1,676 2,249 Net Cash flow (25) 147 (21) 73
Growth (%) -34.9 22.4 221 34.2 Opening Cash 922 898 1,044 1,023
EPS R) 17.7 21.6 26.4 354 Closing Cash 898 1,044 1,023 1,096

S : Co , ICICI Direct R h -
ource: Lompany, frect Researc Source: Company, ICICI Direct Research

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Liabilities Per share data ()
Equity Capital 63.5 63.5 63.5 63.5 EPS 17.7 21.6 26.4 354
Reserve and Surplus 14,702 16,652 17,978 19,782 Cash EPS 41.3 45.9 51.6 63.3
Total Shareholders funds 14,766 16,715 18,042 19,846 BV 2325 263.2 284.1 3125
Total Debt 3,377 2,632 4,232 3,982 DPS 5.0 6.0 5.5 7.0
Deferred Tax Liability 1,799 1,455 1,455 1,455 Cash Per Share 14.1 16.4 16.1 17.3
Total Liabilities 21,494 22,286 25,411 27,029 Operating Ratios (%)

EBITDA Margin 13.7 14.6 12.2 14.0
Assets PBT / Net sales 7.9 9.1 7.4 9.0
Gross Block 30,724 32,238 33,815 35,315 PAT Margin 43 4.8 5.0 6.3
Less: Acc Depreciation 15,173 16,716 18,319 20,093 Inventory days 71.7 69.9 70.0 70.0
Net Block 15,551 15,522 15,496 15,222 Debtor days 42.8 40.9 40.0 40.0
Capital WIP 435 1,077 3,000 4,500 Creditor days 40.2 41.3 40.0 40.0
Total Fixed Assets 15,987 16,599 18,496 19,722 Return Ratios (%)
Investments 45 62 72 82 RoE 76 8.2 9.3 11.3
Goodwill on consolidation 237 277 277 277 RoCE 10.4 12.5 10.4 12.7
Inventory 5,131 5,452 6,404 6,805 RolC 11.1 13.9 125 16.3
Debtors 3,062 3,191 3,660 3,889 Valuation Ratios (x)
Loans and Advances 0 0 0 0 P/E 225 11.4 16.9 12.4
Other current assets 725 1,011 1,186 1,260 EV/EBITDA 85 71 77 6.2
Cash 898 1044 1,023 1,096 EV / Net Sales 12 1.0 0.9 0.9
Total Current Assets 9,815 10,698 12,273 13,049 Market Cap / Sales 1.1 1.0 0.8 0.8
Creditors 2874 3224 3660 3889 Price to Book Value 19 17 15 1.4
Provisions 289 854 421 447 Solvency Ratios
Total Current Liabilities 3,164 4,079 4,080 4,336 Debt/Equity 0.2 0.2 0.2 0.2
Net Current Assets 6,652 6,620 8,192 8,714 Current Ratio 28 24 2.8 28
Application of Funds 21,494 22,286 25,411 27,029 Quick Ratio 1.2 1.0 1.2 1.2

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), Bhavish Doshi, MBA Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed
in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned
in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for
securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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