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Weak Quarter! 30" May, 2016

CMP: Rs. 93 Revenue:
Target Price: Rs. 102
Recommendation: Hold NMDC’s revenue declined by 46% on YoY basis to Rs 1,530 crs largely on

account of lower realisations. The lower prices ruling globally and the

relatively sluggish demand for ore from the steel industry are the main

Stock Info
BSE Group A factors behind the slide. Total sales volume was up by 10.6% YoY to
BSE Code 526371 8.5mn tonnes against 7.2mn tonnes, and its production was also up by
Lz NMDC 11% YoY at 8.8 mn tonnes. Although it managed to sell its products in
Bloomberg NMDCIN karnataka (up 31.4% YoY to 3.65mn tonnes), volume off take from the
Reuters NMDPE.B0 Chhattisgarh mines took a hit (down 1% YoY to 4.8mn tonnes). Blended
BSE S 26,695
enee realisation was down 15% QoQ at Rs 1,797 per tonne while on YoY basis it
NSE Nifty 8,169
has halved (down 51%).
Costs:
Market Info
Market Caital e 30,673 cr Operating cost for the quarter was Rs 1,163 per tonne. Royalty expenses
Equity Capital Rs 396 cr i
i dropped down to Rs 179 per tonne from Rs 504 per tonne, falling 64%
Avg. Trading Vol. 24,34,990 . .
52 Wk High/ Low 133/75 YoY. Freight & handling cost at Rs 273 per tonne has been low compared
oy , to corresponding quarter last year (Rs 373 per tonne) but stays higher
when compared to the last quarter (Rs 207 per tonne). Other expenditure
decreased from Rs 518 per tonne to Rs 419 per tonne in corresponding
Shareholding Pattern (%) (Mar 2016) quarter last year.
Promoters 80.0
Domestic Institutions 11.2 Profitability:
Foreign Institutions 6.2
Public & others 2,6 Consequently, EBITDA margins for the quarter declined by 15% YoY, from
Total 1000 50% in third quarter of previous year to 35% in this quarter. EBITDA for
the quarter was at Rs 539 crs vs. Rs 1,421 crs in the corresponding
quarter last year. Lower operating profit followed by lower other income
Price Chart: of Rs 438 crs led to lower net Profit of Rs 553 crs, declining by 59% YoY &
16% QoQ.
: Valuations:
Je We expect NMDC to deliver sales volumes of 30mn tonnes for the year
i FY17. At price of Rs 93 the stock is trading at 4.8(x) its FY17E EV/EBITDA.
e s ke We have valued stock at EV/EBITDA of 5.5 (x) its FY17 estimates and have

arrived at a fair value of Rs 102 per share & recommend “Hold” rating on
the stock.

. . . Source: Company Data Ace Equity, Arihant Research
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Q4 FY16 Results

Rs in Crore Q4 FY16 Q4 FY15 YOY (%) Q3 FY16| QoQ (%)
Net Sales 1530 2829 -45.9% 1517 1%
Expenditure 990 1407 -29.6% 873 13%
EBITDA 540 1421 -62.0% 644 -16%
EBITDA Margins (%) 35% 50% 42%
Other Income 438 726 -39.7% 421 4%
Interest 65 0 0
Depreciation 65 28 52
PBT after exceptional items 680 2064 -67.0% 1011 -33%
Tax 128 717 356
Tax rate (%) 8% 25% 23%
Reported PAT 553 1347 -59.0% 655 -16%
NPM 0 0 0
EPS (Rs) 1.4 3.4 -59.0% 1.7 -16%

Financial Snapshot:

(Rs Cr) FY13 FY14 FY15 FY16 FY17E
Net Revenue 10,704 12,058 12,356 6,456 8,062
EBITDA 7,375 7,773 7,778 3,189 4,758
EBITDA% 68.9 64.5 62.9 49.4 59.0
PAT 6,341 6,421 6,422 3,028 4,149
EPS 16.0 16.2 16.2 7.6 10.5
P/E (x) 8.4 8.5 8.0 12.8 8.9
EV/EBITDA (x) 4.5 4.7 4.2 7.5 4.7

Source: Company Data Ace Equity, Arihant Research
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Profit and Loss Account

Particulars, in Rs crore

Income From operations

YoY%

Expenditure

Consumption of stores and parts
Employee Cost

Royalty Expenses

Selling and Distribution Expenses
Total Expenditure

EBITDA

EBITDA margin %

Depreciation

EBIT

Other Income

Interest

PBT before Excp Items

Exceptional item

PBT

Tax Expense

Net Profit

Particulars, in Rs crore
Operating Activities
PBT

Add Depr

Others

Total

Cash Taxes

Changes in Working Cap

Cash Flow from Operations

Investing Activities
Change in investments/LT adv
Capex

Cash Flow from Investing

Financing Activities
Dividends + Taxes paid
Change in Non Curr Liab
Cash Flow from Financing
Opening Cash

Changes during year
Closing Cash

Other bank balance

Total

FY14
12,058
12.6

346
706
960
1,347
4,285
7,773
64
150
7,623
2095
2
9,715
45
9,761
3,340
6,421

Cash Flow Statement

FY14

9,761
110
(1,997)
7,874
(3,565)
(588)
3,721

5,740
(2,285)
3,455

(5,798)
(2.6)
(5,801)
4,306
1,375
5,681
12,976
18,657

FY15

12,356

2.5

320
700
1,390
1,168
4,578
7,778
63
162
7,616
2265

9,882

(113)
9,769
3,346
6,422

FY15

9,769
192
(2,183)
7,777
(3,031)
(739)
4,007

4,333
(2,646)
1,687

(3,449)
(0.2)
(3,449)
5,681
2,245
7,926
10,517
18,443

Generating Wealth. Satisfying Investors.

FY16
6,456
(47.8)

282
671
882
417
3,267
3,189
49
208
2,981
1774
65
4,690
(185)
4,505
1,477
3,028

FY16

4,505
208
(1,571)
3,142
(1,403)
(408)
1,331

3,782
(2,393)
1,389

(5,103)
(5,103)
7,926
(2,382)
5,544
9,220
14,764

FY17E
8,062
24.9

289
705
1,204
428
3,305
4,758
59
210
4,548
1836

6,384

6,384
2,234
4,149

FY17E

6,384
210
(1,689)
4,904
(2,011)
(690)
2,203

3,987
(2,500)
1,487

(4,499)
(4,499)
5,544
(809)
4,735
9,508
14,242

Particulars, in Rs crore

Share capital

Reserves and surplus
Shareholders' funds
Non-current liab & Prov

Current liabilities

Total - Equity and liabilities

Non-Current assets
Fixed assets

Long Term Inv

Loans +Adv + Others
Total non current assets
Current assets

Cash

Other Current Assets
Total - Current assets

Total - Assets

Profitability
EBITDA%
EBIT%
PAT%

Du Pont ROAE breakup
PAT / Sales
Sales / Avg Total Assets

Avg Total Assets / Avg Eqty

ROE

Other Ratios
Current Ratio
Debt / Equity
EPS
DPS

Valuation
P/E
EV/EBIDTA
P/BV

Balance Sheet

FY14

396
29,592
29,988

148

1,341
31,477

6,639
250
726

7,616

18,657

5,204
23,861
31,477

Ratio Analysis

FY14

64.5
63.2
53.3

53.3
0.4
11

22.3

8.5
47
1.8

FY15

396
31,935
32,332

149

1,989
34,470

9,044
562
974

10,580

18,443

5,447
23,890
34,470

FY15

62.9
61.6
52.0

52.0
0.4
11

20.6

12.0

16.2

8.6

8.0
4.2
1.6

FY16

396
29,715
30,111

194

3,041
33,346

11,630
695
1,744
14,069

14,764

4,513
19,276
33,346

FY16

49.4
46.2
46.9

46.9
0.2
11
9.7

6.3

7.6

11.0

12.8
7.5
13

396
31,285
31,681

150

2,129
33,960

12,083
670
2,016
14,769

14,242

4,949
19,191
33,960

FY17E

59.0
56.4
515

515
0.2
11

13.4

9.0

10.5

12.0

8.9
4.7
12
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Andheri Ghatkopar Link Road, Tel: (91-731) 3016100
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Mumbai - 400093
Tel: (91-22) 42254800
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Stock Rating Scale

Absolute Return

Buy >20%

Accumulate  12% to 20%

Hold 5% to 12%

Neutral -5% to 5%

Reduce <-5%

INH000002764 SMS: ‘Arihant’ to 56677 www.arihantcapital.com research@arihantcapital.com

Arihant is Forbes Asia’s ‘200 Best under a $Bn’ Company
‘Best Emerging Commodities Broker’ awarded by UTV Bloomberg (2011)

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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