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Founded in 1973, Surya Roshni Ltd is one of India's leading
manufacturing companies with a strong presence in steel pipes, lighting
products, consumer durables, and PVC pipes. The company began as a
steel tube manufacturer and later diversified into lighting in 1984,
becoming a major player in both sectors. Surya Roshni Ltd has evolved
from a steel tube manufacturer into a diversified industrial
conglomerate.

Investment Rationale

Margin upside to be an engine for re-rating: FY26 was a margin trough,
not a structural reset. Consolidated EBITDA margin compressed to 7.2%
(from 7.8% in FY25), but the path within the year was sharply V-shaped
4.4% in Q1FY26, 6.4% in Q2, 7.7% in Q3 and 7.9% in Q4. The depressants
were largely one-off: i) An ~INR 500/tonne steel inventory loss on price
corrections, ii) export disruption from the Middle-East crisis and iii) An
internal SAP implementation that management explicitly flagged as
hurting the steel division.

With steel EBITDA/tonne at INR 4,810 in Q3FY26 versus a guided
normalised band of INR 5,000-5,200, the gap to mid-cycle profitability is
both quantified and in our view, recoverable. We model consolidated
EBITDA margin rebuilding to ~8.1% in FY27E and ~8.6% in FY28E and this
margin lever, layered on volume, is what carries earnings (and the price
objective) materially higher.

Volume ramp adds operating leverage on topline: Management guides
to ~11 lakh tonnes of steel volume in FY27 (mid-to-high-teens growth
over an estimated ~9.5 lakh tonnes in FY26), led by hollow sections
(record quarterly sales), spiral and APl pipes. A landmark here: Surya
became the first in India to make API 5CT casing pipes via ERW
technology and won an ONGC order a high-realisation, high-margin
product that structurally lifts the VAP mix (already ~43% of volume).

An INR 1,000 cr order book underpins H1FY27, which management
expects to be the strongest-ever half for VAP. On a largely fixed
conversion-cost base, this volume-plus-mix combination is the classic
operating-leverage setup.

Consumer business offers a complementary growth driver: The Lighting
& Consumer Durables segment continues to demonstrate steady growth
and margin resilience. Segment revenue increased ~7% YoY in FY26 to
INR 1,809 Cr, while Q4FY26 revenue grew ~9% YoY to INR 501 Cr with
EBITDA margins of ~8.8%. Demand remained healthy across LED lighting,
professional lighting and consumer appliances, while newer categories
such as wires & cables, PVC pipes and pumps are gradually scaling up. As
these businesses gain scale and improve profitability, we expect the
segment to contribute a larger share of consolidated earnings and
support overall margin expansion.
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Robust balance sheet, high returns, real cash flow: Surya Roshni is effectively debt-free with ~INR 340 cr net cash,
RoCE in the ~17-20% band, RoE ~13% (with a 5-year average near 14.7% and historical peaks above 20% RoCE), a
tightened net working-capital cycle (~61 days) and a track record of dividends (INR 5.0/share in FY26) and a 1:1 bonus
(Jan-2025). The downside is well-supported even if the cycle stays soft, and self-funded capex means growth needs no
external capital.

Demerger optionality free upside: Media reports in May 2026 indicated a potential separation of the Lighting &
Consumer Durables and Steel Pipes & Strips businesses into two listed entities. While the company has not announced
any formal proposal, such a move could enhance value discovery given the distinct operating characteristics, margin
profiles and capital requirements of the two businesses. Our SOTP valuation suggests an implied value of over INR 385
per share. However, we do not incorporate any benefit from a potential demerger in our base-case assumptions and
view it as a potential medium-term catalyst.

Margin Upside - The Earnings Engine (Deep Dive)

FY26 profitability likely represents the trough of the current cycle. Consolidated EBITDA margins improved
sequentially from 4.4% in Q1FY26 to 7.9% in Q4FY26, indicating a gradual normalization in operating performance.
While FY26 EBITDA margins stood at 7.2%, margins have largely recovered to FY25 levels by the end of the year. With
the impact of inventory losses, export disruptions and SAP-related implementation challenges easing, we expect
margins to improve further over FY27-28E.

Consol margin path Q1FY26 Q2FY26 Q3FY26 Q4FY26
EBITDA margin 4.4% 6.4% 7.7% 7.9%
Direction trough recover recover recover

FY25 reference: full-year EBITDA margin ~7.8%; Q4FY25 ~9.4%. Source: company filings / quarterly disclosures

Steel: the EBITDA/tonne bridge

Steel is ~76% of revenue, so its per-tonne economics drive the consolidated number. EBITDA/tonne fell to INR 4,810
in Q3FY26 (from INR 5,163 a year earlier), squeezed by the ~INR 500/tonne inventory loss. Management's stated
normalised range is Rs 5,000-5,200/tonne. Closing even half that gap on ~11 lakh tonnes is worth ~INR 20-40 cr of
incremental EBITDA before any mix benefit; reaching the bottom of the guided band adds materially more.

Steel Q3FY25 Q3FY26

EBITDA/tonne

(INR)

EBITDA per 5,163 4,810 5,000-5,200 ~4,650
tonne

Steel volume 2.37 2.37 - ~11.0 (FY)

(lakh tonnes)

Indicative quarterly figure. FY27E is a conservative Arihant estimate set below the guided normalised band to leave room for execution.
Source: company concall/presentation.
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The four margin levers, stacked. We bridge the consolidated EBITDA margin from 7.2% (FY26) toward ~8.6% (FY28E)
as follows:

¢ One-off reversal (~+40 bps): i) Steel inventory loss, Middle-East export disruption and SAP-transition drag do not
recur.

® VAP mix richening (~+30 bps): APl 5CT/OCTG, spiral, large-dia (24-inch) export pipes and hollow sections carry
higher EBITDA/tonne than commodity ERW; VAP already ~43% of volume and rising.

e Operating leverage (~+30 bps): ~11 lakh tonnes spread over a largely fixed conversion base improves absorption.

o Lighting mix-up (~+40 bps): higher-margin consumer lighting/appliances plus the wires & cables ramp lift the
blended margin as lighting grows faster than steel.

Segment Deep Dive

Steel Pipes & Strips (FY26 revenue INR 5,731 cr, ~76% of mix). India's largest Gl-pipe maker and largest ERW-pipe
exporter (~60% export share). The growth engine is value-added: hollow sections (structural) at record quarterly
volume, spiral and API pipes for oil/gas/water, and an export book widening into the UK, North America and Europe
(recent US ERW/OCTG orders ~INR 86 cr for June-2026 execution). The APl 5CT-via-ERW first and ONGC order, plus
24-inch large-dia capability for the US/Canada, move the mix structurally up the value curve. Cyclicality in steel
prices remains the swing factor, but the franchise, scale and export reach are intact.

Lighting & Consumer Durables (FY26 revenue INR 1,809 cr, ~24% of mix). Q4FY26 segment EBITDA was ~INR 44 cr
on INR 501 cr revenue (~8.8% margin), with broad momentum across LED bulbs, battens, downlighters, appliances
and professional lighting, and a record sales month in March-2026. Newer lines — wires & cables, PVC pipes, pumps
extend the runway; wires & cables, after a delayed FY26 start, has normalised. This is the part of Surya that screens
like a consumer-electricals company yet is valued like a steel pipe-maker inside the consolidated entity — the heart
of the SOTP argument.

Arihant Capital Markets Ltd 3



Q4FY26 Financial Performance

Q4FY26 revenue was INR 2,163 cr (broadly flat YoY, +12% QoQ); EBITDA INR 170 cr at 7.9% (vs INR 211 cr / 9.8%
YoY); PAT INR 98 cr (+23% QoQ, -24% YoY). The sequential improvement across revenue, margin and profit is the
relevant signal into FY27.

INR cr Q4FY26 Q4FY25 Q3FY26

Revenue

EBITDA

EBITDA margin

PAT

Segment FY26: Steel Pipes & Strips INR 5,731 cr (~76%); Lighting & Consumer Durables INR 1,809 cr (~24%, +7% YoY). Source: company filings,
Q4FY26 release & presentation, earnings call (25-May-2026).

Projections (Arihant Estimates — lllustrative)

Estimates embed the margin bridge above: revenue growth in the low-double-digits on the steel volume ramp
and lighting scale-up, and consolidated EBITDA margin recovering to ~8.1% (FY27E) and ~8.6% (FY28E). For
context, FY27E PAT of ~INR 410 cr is only ~18% above the FY25 pre-trough level (~INR 348 cr) recovery plus
growth, not a heroic forecast. FY27E/FY28E are basic estimates, we are working on a detailed financial model.

INR cr unless stated FY25A FY26A FY27E FY28E
Revenue 7,436 7,540 8,450 9,500
Growth (%) - +1.4% +12.1% +12.4%
EBITDA ~580 541 684 819
EBITDA margin 7.8% 7.2% 8.1% 8.6%
PAT ~348 286 410 504
EPS (Rs) 16.0 13.1 18.9 23.2
P/E @ INR 250 (x) 15.6 19.1 13.2 10.8
RoE (approx.) ~14% ~12% ~14% ~15%

FY25/FY26 per company filings (FY25 EBITDA approximate). FY27E/FY28E are basic estimates, we are working on a detailed financial model.

Valuation, Peers & Sum-of-the-Parts

Price objective INR 355 (BUY). We value Surya at ~19x FY27E EPS of INR 18.9, yielding INR 355 (~42% upside).
The multiple is undemanding: pipe-sector peers trade at a ~25x median P/E and structural-tube leader APL
Apollo at ~43-51x P/E / ~30x EV/EBITDA, while consumer-electricals/lighting peers command well above 25x
P/E. A debt-free, margin-recovering market leader with demerger optionality warrants a re-rating from its
current ~12.5x FY27E. Note INR 355 broadly retests the 52-week high (INR 359) - A recovery to prior levels

rather than a fresh peak.

Peer anchor

APL Apollo (structural tubes)

Pipe sector median

Lighting/consumer peers

Surya Roshni (FY26)

*Implied blended EV/EBITDA. Peer multiples as on late-May 2026 per public market data; shown as context, not a target.

EV/EBITDA (x)




Sum-Of-The-Parts - INR 385+ on a demerger. On FY27E segment EBITDA (Steel ~INR 500 cr; Lighting ~INR 185 cr),
valuing steel at a deep discount to APL Apollo and lighting at a steep discount to consumer peers still yields more
than the whole:

Implied EV (INR cr)

SOTP (FY27E, illustrative) Multiple

Lighting & Cons. Durables 18-20x EBITDA 3,330-3,700

Steel Pipes & Strips 9-10x EBITDA 4,500-5,000

Add: Net cash ~340

Implied equity value 8,170-9,040

Implied value / share (Rs) ~375-415

SOTP s illustrative, contingent on a demerger the company has not confirmed, and sensitive to the EBITDA bases and exit multiples. It
corroborates the upside and frames the INR 385+ bull case; the INR 355 objective stands on consolidated earnings alone.

Catalysts & What to Watch

Steel EBITDA/tonne printing back toward the INR 5,000-5,200 guided band — the single most important data point
each quarter.

Quarterly steel volume tracking toward the ~11 lakh-tonne FY27 run-rate; H1FY27 VAP being the strongest-ever half
as guided.

Conversion of the INR 1,000 cr order book and new US/Europe/UK export and API/OCTG wins (incl. ONGC) into
realisations.

Lighting segment margin trending to double digits and the wires & cables / PVC / pumps ramp.

Any formal board action on the demerger - the SOTP re-rating trigger.

Key Risks
Steel-price volatility: Renewed inventory losses would delay the EBITDA/tonne recovery that anchors our margin

thesis.

Export & geopolitical exposure: US/Europe/UK demand and trade/freight conditions drive a meaningful slice of
growth and realisations.

Margin-recovery slippage: the price objective leans on ~80-140 bps of margin expansion; if mix or
leverage disappoint, EPS and the multiple both compress.

Demerger does not materialise: the SOTP upside is unconfirmed; absent a scheme the conglomerate
discount persists.

Lighting competition: larger consumer-electricals players could cap pricing/margins in lighting and
appliances.
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Disclaimer: This disclosure statement is provided in compliance with the SEBI Research Analyst Regulations, 2014.
Arihant Capital Markets Limited (ACML) is a registered stockbroker, merchant banker, and research analyst under
SEBI, and is also a Point of Presence with the Pension Fund Regulatory and Development Authority (PFRDA). ACML
is registered with SEBI with Research Analyst Registration Number INHO00002764, Stock Broker Registration Number
INZ000180939, and is a Trading Member with NSE, BSE, MCX, NCDEX, and a Depository Participant with CDSL and
NSDL.

ACML and its associates may have business relationships, including investment banking, with companies covered by
its Investment Research Department. The analysts of ACML, and their associates, are prohibited from holding a
financial interest in securities or derivatives of companies they cover, though they may hold stock in the companies they
analyze. The recommendations provided by ACML's research team are based on technical and derivative analysis and
may differ from fundamental research reports.

ACML confirms that neither it nor its associates have a financial interest or material conflict concerning the companies
covered in the research report at the time of publication. Furthermore, ACML, its analysts, and their relatives have no
ownership greater than 1% in the subject companies as of the month prior to publication. ACML guarantees that the
compensation for its research analysts is not influenced by specific securities or transactions.

ACML affirms that neither the analyst nor the company has served as an officer, director, employee, or engaged in
market-making activities for any of the subject companies. Additionally, the research report does not reflect any conflict
of interest and is not influenced by specific recommendations made. Neither ACML nor its analysts have received
compensation for investment banking or brokerage services from the subject companies in the last 12 months.

The views expressed in this report are those of the analysts and are independent of the proprietary trading desk of
ACML, which operates separately to maintain an unbiased stance. Analysts comply with SEBI Regulations when
offering recommendations or opinions through public media. The report is intended for informational purposes only and
is not an offer or solicitation for the purchase or sale of securities.

This report, which is confidential, may not be reproduced or shared without written consent from ACML. It is based on
publicly available data believed to be reliable but has not been independently verified, and no guarantees are made
about its accuracy. All opinions and information contained in the report are subject to change without notice.

ACML disclaims liability for any losses resulting from reliance on this report. The report does not constitute an offer to
buy or sell securities, and ACML is not responsible for the risks involved in investments. ACML and its affiliates may
have positions in the securities discussed or hold other financial interests in them.

The distribution of this report in certain jurisdictions may be restricted by law, and the report is not intended for
distribution where it would violate local laws. Investors are advised to consider their financial position, risk tolerance,
and investment objectives before engaging in transactions, particularly in high-risk financial products such as
derivatives.

ACML reserves the right to modify this disclosure statement without prior notice. The report has been prepared using
publicly available information and internally developed data, though ACML does not guarantee its completeness or
accuracy. Historical price data for securities can be accessed via official exchanges like NSE or BSE.

ACML and its affiliates may conduct proprietary transactions or investment banking services for the companies
mentioned in this report. In compliance with SEBI regulations, ACML maintains comprehensive records of research
reports, recommendations, and the rationale for those recommendations, which are preserved for at least five years. An
annual compliance audit is conducted by a member of the ICAI or ICSI to ensure adherence to applicable regulations.
This report is issued in accordance with applicable SEBI regulations and does not guarantee future performance or
returns.
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