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VMS TMT Limited is a Gujarat-based steel manufacturer producing TMT bars for
construction. Based in Ahmedabad, they generate over 96% of revenue from local
Gujarat customers. The company sells under the “Kamdhenu” brand through 3
distributors and 227 dealers across most of Gujarat. They manufacture TMT bars
from both scrap metal and billets using induction furnaces and rolling mills.
Company completed backward integration, allowing direct manufacturing from
scrap reducing dependency from suppliers and improve margins.

Investment Rationale:

Strategic Brand Licensing with a Recognized Market Leader: The company operates
under a critical non-exclusive retail license agreement with Kamdhenu Ltd., a
nationally recognized and trusted brand in the construction materials sector. This
partnership allows VMS TMT to market its TMT bars under the "Kamdhenu" brand
across the vast majority of Gujarat (excluding Saurashtra and Kutch). This provides an
immediate and formidable market advantage by granting access to an established
brand's goodwill, customer loyalty, and perceived quality, effectively bypassing the
significant time and capital required to build a brand from scratch. This strategy
allows the company to focus its resources on production and distribution while
competing effectively with larger national players.

Completed Backward Integration Enhancing Operational Efficiency and Margins: A
pivotal achievement for the company has been the successful backward integration of
its manufacturing process, finalized in Q2FY25. The installation of a 30-ton electric
induction furnace and a Continuous Casting Machine (CCM) enables VMS TMT to
produce its own billets directly from scrap metal, which are then rolled into TMT bars.
This strategic move fundamentally alters its cost structure by reducing reliance on
third-party billet suppliers, thereby insulating itself from external price volatility and
supply chain disruptions. The integration is a primary driver behind the impressive
expansion in EBITDA margins, which grew from 2.48% in FY23 to 5.91% in FY25, as it
allows for greater control over raw material quality and significant cost savings per
ton of output.

Established Distribution Network and Strong Customer Relationships: The company
has cultivated an extensive and reliable distribution channel within its target market.
As of Jul-25, this network consists of 3 distributors overseeing 227 dealers, ensuring
comprehensive coverage and efficient last-mile delivery across Gujarat. This extensive
reach is complemented by strong, long-term relationships with its customer base. As
of recent reporting periods, 4 out of its top 10 customers have been associated with
the company for over three years. This high retention rate indicates customer
satisfaction, product reliability, and provides a stable, predictable revenue stream,
which is invaluable for planning and growth.

Robust Operational and Distribution Capabilities: Company has adopted a deliberate
and capital-efficient strategy to expand its market share within its core market of
Gujarat and utilizing its existing 200k ton capacity more effectively. It is leveraging its
recent backward integration to reduce raw material costs and enhance supply chain
control. Its strategic focus include setting up a captive solar power plant to reduce
energy expenses and exploring product diversification to maximize the value of its
established distribution network.

Outlook: VMS TMT Limited has established itself in India’s growing TMT bar market,
with a strong regional footprint in Gujarat accounting for over 96% of revenue. The
company leverages a trusted brand through its licensing agreement with Kamdhenu
Ltd., which provides market recognition and reach without the burden of building its
own brand. By backward integration, the company has reduced its reliance on
external suppliers. Supported by an extensive network of distributors and dealers,
the company ensures widespread availability and customer retention. Future
initiatives like a 15 MW solar plant aim to reduce energy costs and enhance
sustainability. Building on strong regional growth and operational improvements,
the company plans to leverage its core expertise while exploring diversification
opportunities, further strengthening its presence in the steel industry.

Disclaimer: Arihant Capital is the Book Running Lead Manager for this issue. This note is
for investor education purposes only and does not constitute a recommendation.
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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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.

Arihant Capital Markets Ltd.

1011, Solitaire Corporate park, Building No. 10, 1st Floor,
Andheri Ghatkopar Link Road, Chakala, Andheri (E)

Tel. 022-42254800

Arihant Capital Markets Ltd 3




