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Stellar performance from TSE

Tata Steel

CMP: Rs.359 Tata Steel’s results came better than estimates driven by better than estimated results of
overseas operations; Tata Steel Europe (TSE) in particular. South-East operations too
Target Price: Rs. 429 reported better numbers. TSE reported EBITDA per tonne of $ 29/t against expectation of $
23/t. Operating efficiencies coupled with higher deliveries resulted in beat. South-East
dati | operations reported 12% qoq volume growth, while EBITDA per tonne improved qoq from $
Recommendation: Accumulate 194/t to $ 215/t.
Stock Info At consolidated level revenues rose 7% yoy and 12% qoq to Rs 36645cr. EBITDA margins
BSE Group A/BSE100 declined goq by 110bps to 10.0%, while profit after tax came in at Rs 917cr against estimate
BSE Code sooa7o  Of Rs 379cr.
HSESymbol Ak L Indian Operations: Domestic operation reported inline operating performance with revenues
Bloomberg TATA.IN going up by 8.4% yoy to Rs 9921cr. Volumes rose 1.5% qoq and 9.1% yoy to 2.04mn tonnes.
Reuters TISC.BO Flat steel realisations were flat qoq to Rs 36196/t, while long steel prices declined 4.2%.
BSE Sensex 20194 EBITDA margins declined qoq by 40bps to 29.6%. EBITDA per tonne improved qoq from Rs
14103/t to Rs 14402/t.
NSE Nifty 5990
European operations: Deliveries rose 10% qoq to 3.46 mn tonnes. Blended realisations
declined qog to $ 980/t due to overall weak prices in European region. TSE reported EBITDA
Market Info per tonne of $29/t that was aided by better product mix and efficiency improvement
Market Capital Z34869cr  Measures that resulted in lower operating cost.
Equity Capital X 97der South East Asia: South East Asian operations reported strong numbers. Volumes rose 12%
Avg. Trading Vol. (NSE Qtly) 2594730 goq to 0.96mn tonnes, while implied rupee realisations declined qoq by 4.2% to Rs 43531/t.
52 Wk High/ Low 448/195 Revenues in dollar terms declined by 4.5% to $ 670mn. EBITDA per tonne improved qoq from
Face Value 10 $ 194/t 10 5 215/t.
- Valuations: Tata steel has showed marked improvement in operating performance across
. tl
Shareholding Pattern (%) (30" Sept 2013) group companies; TSE in particular. We believe TSE will continue to post strong operating
Promoters 314 results on the back of improving operating environment in Europe. We have valued domestic
Domestic Institutions 26.1 operations at FY15E EV/EBITDA(x) of 6.0x, TSE at 5.5x and South-East operations at 5.0x. We
Foreign Institutions 13.6 have valued Tata Steel’s quoted investments (including holdings through Kalimati
Non Promoters Corp. 53 Investment Company Ltd.) at Rs 54 per share (assuming 25% discount). Our fair value, based
Public & Others 23.6 on SoTP valuations, for Tata Steel stands at Rs 429 per share. At CMP of Rs 359 per share

the stock is trading at FY15E P/E(x) and EV/EBITDA(x) of 7.7x and 5.9x respectively, at which

Govt. Holdings -
stock looks fairly valued. We recommend Accumulate rating on stock.
(Rs Cr) FY12 FY13 FY14E FY15E
Net Revenue 132900 134712 138976 143116
EBITDA 12417 12321 15039 15807
EBITDA% 9.3 9.1 10.8 11.0
Reported PAT 5389.8 -7057.6 4108.5 4500.5
Reported EPS 55.5 -72.7 42.3 46.3
EPS Growth (%) -40.7 -230.9 -158.2 9.5
Adj RONW (%) 4.8 1.0 9.7 10.2
P/E () 6.5 4.9 8.5 7.7
Nov 14, 2013 EV/EBITDA (x) 6.8 7.5 6.2 5.9
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Concall Update:

Generating Wealth. Satisfying Investors.

Domestic demand environment continues to be sluggish. Company will undertake planned 60
day shutdown for long products unit in current quarter. Company has taken cumulative price
hike of Rs 3500-4000/t over Sep-Oct period.

Management expects European steel demand to remain weak during CY13. However, it
expects demand recovery in CY14 by 1-2%. Management is confident of maintaining 1HFY14
delivery run rate in 2HFY14 too.

European Steel prices have started moving up from September-13 and the same are expected
to remain range bound on tepid demand during second half of December as Europe goes in
Holidays season then.

Capex: Company is going to spend $ 2-2.5bn over next two years; major chunk of which will
be on Orissa greenfield expansion. Company thus far has incurred ~Rs 8000cr of capex in FY14
of which on Orissa it incurred ~Rs 4600cr. Total of ~ Rs 8500cr of capex will be incurred on
Orissa project in FY14.

2QFY14 Results

Rs in Crore Consolidated 2QFY14 2QFY13 YOY (%) 1QFY14 QoQ (%)
Net Sales 36645 34133 7.4 32805 11.7
Expenditure 32940 31823 3.5 29117 13.1
EBITDA 3705 2310 60.4 3688 0.5
EBITD Margins (%) 10.1% 7% 11%

Other Income 203 202 0.8 184 10.7
Interest 1067 972 9.7 992 7.5
Depreciation 1444 1335 8.2 1403 2.9
Exceptional Items (Loss) 0 43 - 18 -100.0
PBT after El 1398 247 464.9 1494 -6.4
Tax 447 661 -32.3 351 27.3
Tax rate (%) 32% 267% 24%

Minority Int -37 28 -236.2 3 -1383.6
Share of Associate 3 22 -84.9 -6 -152.9
Reported PAT 917 -364 -351.9 1139 -19.5
Adj NPM (%) 3% -1% 3%

Rs in Crore Standalone 2QFY14 2QFY13 YOY (%) 1QFY14 QoQ (%)
Net Sales 9921 9151 8.4 9455 4.9
Expenditure 6983 6393 9.2 6621 5.5
EBITDA 2938 2757 6.5 2835 3.6
EBITD Margins (%) 30% 30% 30%

Other Income 326 240 35.9 144 125.8
Interest 437 454 -3.8 466 -6.4
Depreciation 551 391 40.8 460 19.9
Exceptional Items (Loss) 0 10 0 #DIV/0!
PBT after El 2276 2161 5.3 2053 10.9
Tax 717 569 26.0 696 3.0
Tax rate (%) 32% 26% 34%

Reported PAT 1559 1592 -2.1 1356 14.9
Adj NPM (%) 16% 17% 14% 9.5
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3 Floor, Krishna Bhavan, E-5 Ratlam Kothi

67 Nehru Road, Vile Parle (East), Indore - 452003, (M.P.)
Mumbai - 400057 Tel: (91-731) 3016100
Tel: (91-22) 42254800 Fax: (91-731) 3016199

Fax: (91-22) 42254880

Stock Rating Scale
Absolute Return

BUY >20

ACCUMULATE 12-20

HOLD 5-12

REDUCE <5
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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