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RHI Magnesita India

Recommended Date: 22 Dec 2025 Price: 451 Action: BUY
Industry/Sector Target Price Upside Potential Investment Duration
Refractory — Proxy to Steel Sector 532 18% 6 to 9 Months
About Company:

RHI Magnesita India is the domestic refractory market leader with ~30% share & a total manufacturing capacity
of 512ktpa, strengthened by the Dalmia OCL & Hi-Tech acquisitions. Company is positioned to benefit from
strong demand in the steel sector, which contributes ~70% of revenue, along with broader industrial
applications in cement, glass & non-ferrous. With ~150kt of available capacity headroom and access to global
technology transfers, RHI is equipped for margin & product mix improvement over the medium term. Its pan-
India manufacturing network spans Bhiwadi, Vishakhapatnam, Cuttack and now Jamshedpur and additional
western and southern markets, enabling deeper geographical penetration & faster delivery to key steel clusters.

Investment Rationale:

Robust Operational Recovery and Volume Growth: Company demonstrated strong operational momentum in
Q2FY26, with capacity utilization jumping to 72% from 66% in the previous quarter. This recovery is underpinned
by a healthy 9% QoQ growth in sales volumes (141kt) and an 18% increase YoY.

Imminent Margin Expansion in H2FY26: While elevated raw material costs pressured margins in the first half of
the year, a significant pivot is expected in H2. The exhaustion of high-cost alumina inventory in November 2025
clears the path for lower input costs. Management anticipates EBITDA margins to climb to 14-15% for the H2
of FY26, a sharp increase from the 10.6% seen in H1. This expansion will be further supported by product mix
optimization and increased market share in high-value segments like ladle furnaces.

Strategic Integration and Synergy Gains: The integration of Dalmia OCL & Hi-Tech is yielding tangible results,
with the Dalmia segment already reporting a 27% QoQ revenue surge and margin improvement to 11.4%. The
ongoing technology transfer from the global parent company is a key differentiator, allowing RHIM to modernize
domestic plants and enhance product quality. This strategy not only improves efficiency but also positions the
company to cater more effectively to Tier-2 steel mills.

Efficient Capital Allocation and Capacity Headroom: The planned INR 1.5bn capex for FY26 is strategically
focused on modernizing acquired assets to reduce labour costs and rejections. With current acquired capacities
running at only ~60% utilization, RHIM has a substantial 150kt of "hidden" capacity available for ramp-up over
the next 3-4 years. This allows for significant organic growth without the immediate need for massive greenfield
investments, ensuring a high return on incremental capital.

Resilient Outlook Despite Macro Headwinds: Despite risks such as volatile import prices for Magnesia and
potential steel dumping from China, RHIM'’s financial health remains stable with a conservative Net Debt/EBITDA
of 0.45x. The company’s pivot toward higher-margin industrial orders and its critical role in the steel production
process (accounting for 80% of revenue) make it a primary beneficiary of India’s long-term infrastructure and
industrial growth story.
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Potential Risks:

e Company remains dependent on imported raw materials, especially magnesia and alumina, where price
volatility and supply disruption can materially affect margins. Elevated global commodity prices may restrict
near-term profitability until cost normalization fully reflects in operations.

e Steel dumping risk from China and Korea could pressure domestic steel production, affect utilisation rates and
reduce refractory demand. Such a downturn may trigger operating deleveraging, impacting fixed-cost
absorption and sales volume growth for RHI.

e Company carries exposure to external commercial borrowings, creating vulnerability to INR depreciation and
foreign exchange losses. Any currency volatility may lead to higher finance cost and earnings volatility, affecting
valuation sentiment.

e Company’s business growth is heavily reliant on steel sector momentum; any slowdown or delay in steel industry
expansion, or in turnaround and integration of recently acquired assets, could defer margin improvement and
weaken earnings delivery.
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Disclaimer: This document has been prepared by Bajaj Capital Markets Limited, BCML (formerly known as Just Trade Securities Itd, JTSL)

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument / security(ies) or as an
official confirmation of any transaction. Further this document/report should not be construed as an investment advice. Readers
should take independent advice from their Financial Advisor, before acting upon or taking any decision based on this document/report.
The information contained herein is from publicly available data or other sources believed to be reliable. We do not represent that
information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for
information purpose 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 out of this information. Each recipient of this document should make such investigations as
it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document
(including the merits and risks involved). The investment discussed or views expressed may not be suitable for all investors.

Affiliates of BCML may have issued other documents/reports that are inconsistent with and reach to a different conclusion from the
information presented in this document/report.

This document/report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary
to law, regulation or which would subject BCML and affiliates to any registration or licensing requirement within such jurisdiction. The
securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves of and to observe such restriction.

In no event shall BCML, any of its affiliates or any third party involved in, or related to, computing or compiling the information herein
have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not
necessarily reflect those of BCML and/or its affiliates.

This document/report is subject to changes without prior notice and may contain confidential and/or privileged material and is not
for any type of circulation. Any review, retransmission, or any other use is prohibited.

BCML will not treat recipients as customers by virtue of their receiving this document/report.

BCML, its directors, employees and/or its associates/affiliates or their employees may have interest and/or hold position(s), financial
or otherwise in the securities mentioned in this document/report.



