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Consolidated

Jindal Steel and Power's (JSP) 2QFY 12 consolidated adjusted PAT increased 19% YoY to INR10.5b, higher than
our estimate of INR 9.6b. Reported consolidated PAT was INR8.75b, which included a write-off of INR742m towards
losses in its overseas diamond mining operations on its closure and INR1b in forex losses.

Earnings growth was driven by the steel business' strong performance. 2QFY12 steel product volumes increased
31% QoQ and pellet sales volumes increased 52% QoQ. Steel production increased 4% QoQ and pellets production
increased 8% Qo0Q. 2QFY12 iron ore sales amounted to 150,000 tons.

JSP's power business' 2QFY12 revenue and PAT were in line with expectations at INR7.4b and INR4.1b respectively.
PLF in 2QFY12 was 93% due to a 15-day shut down for plant maintenance. The merchant power rate was INR3.76/
kWh during the quarter. The Tamnar 2 project is expected to get clearances in FY12. Thereafter, it will take 20
months to commission the first 600MW unit.

Captive power plants (2 x135MW) at Tamnar are still running at 50% capacity utilization and one unit of 135MW,
commissioned at Angul, has stabilized and JSP expects it to contribute significantly in 3QFY12

The steel business is beneficiary of strong pricing in the long product market in India due to depreciation of the
rupee against the US dollar and shortage of metallics in India. Although the captive power business is sluggish, it is
likely to benefit from shortage of power in India. Despite JSP's project delays, we continue liking the stock due to its

strong operating business and rich mineral portfolio. The stock trades at P/E of 11.6x FY12E. Maintain Buy.

Cuarterly Performance (Consolidated) (INR Million)
¥/E March F¥11 F¥12 F¥11 F¥12E
10 20 30 40 10 20 3J0E 40E

Het Sales 30,010 30,821 31,740 38,545 39441 44232 43638 45733 131,116 173,094

Change (oY %) 9.2 260 151 201 il4 435 iTE 186 182 320
Tatal Expenditure 14362 15804 15753 21,271 231684 26194 24504 25742 67,190 939 624
EBITDA 15,648 15017 15987 17,274 16,257 13,038 19,184 19,990 63,926 73,469

Change (oY %) -2.0 150 102 157 34 201 200 157 9.3 144

Az % of Net Zales 521 457 S04 44 5 412 405 4349 437 458 424
Irterest f=iay| Taz2 813 00 1,073 1,255 1,447 1,582 3,356 5,357
Deprecistion 2500 273 2926 3345 3250 3343 3325 3449 11 510 13 367
Cther Income a9 ar ar E0E 284 253 530 503 220 1 BEO
PET (before EO itern) 12,367 11,542 12,336 13,636 12,218 13,693 14943 15552 49,880 56,405
Extra-ordinary Incame 0 1] ] 0 0 -1,742 0 1] -4 -1,742
PBT (after EO item) 12,367 11,542 12,336 13,636 12,218 11,951 14943 15552 49,876 54,663
Tatal Tax 2797 2E00 2825 3E19 2888 3033 34680 3915 11 840 13 296

% Tax 226 225 228 2B5 236 254 232 252 237 243
Reported PAT 9,570 8942 9,511 10,017 9,330 8,918 11,483 11,637 38,036 41,368
Minarity interest 184 166 166 134 154 203 162 163 659 72
Azsociste v 39 9 72 42 Jia] 11 av 155 175
Adjusted PAT 9M8 8,816 9,354 9,951 9138 10,495 11,332 11,561 37,539 42,576

Change (oY %) 5.3 =3 =K 104 24 191 211 162 5.1 134

E: MOSL Estimates
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JSP standalone above estimates; Strong performance by steel business,

power sales sluggish

m Jindal Steel and Power's (JSP) net sales increased 32% QoQ to INR33.3b due to
higher steel volumes. Sales tonnage of steel products increased 31% QoQ to 598,209
tons and steel production was up 4% QoQ at 629,562 tons. Steel inventories were
~200kt.

m  The Indian steel business imported 45kt HBI from Shadeed (Oman). As a result, coal-
based domestic sponge iron was sold to a third party. JSP sold 28,798 tons of sponge
iron in 2QFY12. JSP's pellet production increased 8% QoQ to 898,065 tons and sales
were 526,331 tons (up 52% QoQ).

m [ron-ore fines from inventory for pelletization are being transferred at zero cost because
expenditure was already accounted in lump-ore costs.

m  Sales from JSP's captive power plant declined 14% QoQ to 222m kWh. EBIT of the
power segment declined 20% to INR1.04b.

m JSP's EBITDA increased 13% QoQ (up 27% YoY) to INR11.9b (above our estimate
of INR10.4b) due to higher steel products and pellet tonnage.

m  Adjusted PAT increased 37% QoQ (up 35% YoY) to INR6.4b. There was a write-off
of INR1.47b due to losses in the overseas diamond mining operation on its closure.
Besides, there was forex loss of INR1b on ECB, accounted in other expenditure.
Total ECB was USD400m.
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Jindal Power: Merchant rates were INR3.76/kWh

m  Merchant power rates were INR3.76/kWh. Power sales were 1.8b kWh and other
income of INR810m boosted the company's turnover.

m  Over the next 3-6 months, merchant power rates are expected to be INR4-4.25/kWh.

m The Tamnar 2 project is expected to get clearances in FY12. Thereafter, it will take 20
months to commission the first 600MW unit.
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Jindal Power: PAT, realization

Jindal Steel & Power

Jindal Power: Generation and PLF
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Overseas operations: Diamond mining shut down; Shadeed plant exported
HBI to Raigarh; Indonesia coal to start in April 2012

Revenue from JSP's overseas steel business declined 33% QoQ to INR4.4b and
EBIT increased 90% QoQ to INR1.6b, implying surprisingly high margins of 37%.
Shadeed: The company expects FY12 PAT of USD35m. In 2QFY12 revenue was
USD130m and PAT was USD10m. HBI production was ~300kt. The Indian steel
business imported 45kt HBI from Shadeed.

South Africa: The company expects FY12 PAT of USD20m-25m. So far, USD40m
has been invested in the mine and JSP expects FY 12 coal production to be about 1mt.
Australia: JSP has received four licenses to explore coking coal.

Indonesia: USD10m has been invested so far and the company expects coal
production to start in April 2012. JSP expects the mine to be profitable in FY13.
Bolivia: 10,000 tons of iron ore was exported.

Congo: Diamond mining operations were discontinued.

Green-field projects: Expect meaningful production in FY14 though plant
to start by September 2012

Angul: JSP expects the plate mill to start by March 2012 and the sponge iron and
steel melt shop by the end of September 2012. However, meaningful steel production
is expected only in FY14 because the stabilization process may take six months.
Angul coal mines: JSP expects to start production in six months' time.

Captive power plants: Two units at Tamnar struggling; JSP expects to
commission seven remaining units by March 2012

Captive power plants (2 x135MW) at Tamnar are still running at 50% capacity utilization
and one unit of 135MW, commissioned at Angul, has stabilized and JSP expects it to
contribute significantly in 3QFY12.

JSP's new captive power plants are still posting losses (~INR400m in 2QFY12). Over
the past few months, Angul's 135MW unit has been running at above 100% PLF and
JSP sold to grids ~70MW of the power generated.

JSP aims to commission the remaining seven units of 135MW each by March 2012. In
our view, this is to gain tax benefits. JSP's profitability will improve when the Angul
captive coal mines start production.
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Valuation and view

The steel business is beneficiary of strong pricing in the long product market in India due
to depreciation of the rupee against the US dollar and shortage of metallics in India.
Although the captive power business is sluggish, it is likely to benefit from shortage of
power in India. Despite JSP's project delays, we continue liking the stock due to its strong
operating business and rich mineral portfolio. Maintain Buy.

Indian long product prices (INR/ton) Steel metallics prices (INR/ton)
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Source: Company/MOSL
Cuarterly Performance (Standalone) (INR. Million)
¥/E March Fy11 F¥12 Fy11 FY12E
10 20 30 40 10 20 J0QE 40E
Sales volume
Steel (000 tons) 404 452 503 | 457 593 611 ] 1,800 2324
Metalics (000 tons) a0 104 93 49 1] 29 59 -5 336 a3
Pellet= (000 tons) 100 30 210 226 347 526 589 BGG 565 2129
Porever (M kwvh] 3 150 236 299 239 222 4496 709 1 066 1 686
Het Sales 2,246 2299 24102 27422 25265 33,338 30,371 3,910 95,736 120,384
Change (VoY %) 34 B 4349 362 13.1 19.1 4510 26.0 164 2949 26.3
EBITDA 7,913 8,560 9,360 10,691 9,634 11,8367 12552 13,289 36,524 47,342
Change (oY %] 416 55.3 512 3.4 M7 356 34.1 243 455 296
Az % of Met Sales 7.3 7.2 358 39.0 35.1 356 41.3 4G 35.2 39.2
Interest 742 T aEY 1,061 1,325 1,459 1,199 1,335 3,550 5317
Depreciation 1475 1633 1,821 1,845 2 0BE 2,139 2043 2163 Ea75 3416
Cther Income G2 G0 g3 1,232 167 77 61 1,362 1437 1 667
PBT (before EQ item) 5,759 6,202 6,655 8,913 6,410 8,346 93711 11,149 27,534 35,276
Extra-ordinary Income 0 1] ] 0 0 -2478 0 1] ] -2475
PBT (after EQ itemn) 5,759 6,202 6,655 8,913 6,410 5,869 93711 11149 27,534 32,799
Tatal Tax 1,402 1,420 1636 2435 1,709 1,911 2343 2787 6,592 3,749
% Tax 243 224 246 273 267 326 25.0 250 250 26.7
Reported PAT 4,357 4,782 5,019 6,483 4,702 3,958 7,023 8,361 20,641 24,049
Adjusted PAT 4,357 4,782 5,019 6,483 4,702 6,435 7,028 8,361 20,641 26,527
Change (oY %) 452 565 541 18.1 74 346 40.0 290 355 28.5
E: MOSL Estimates
Cuarterly Performance (Jindal Power) (INR Million)
¥/E March Fyi1 F¥Y12 Fyi1 FY12E
10 20 30 40 10 20 JQE 40E
Capacity 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
PLF 101% 29% 101% 101% 9% Q3% 101% 101% 3% 9%
Gross generation (WU 2210 14872 2235 2178 2,166 2,043 2212 2212 8,595 3633
Estimated Povwer sales (ML) 2055 1,834 2,005 2026 1,906 1,853 2057 2057 7820 7ard
Estimated Rate 4.5 43 40 4.1 34 40 3T 37 42 348
Expenditure (Refwh) 0.56 0.53 0.45 0.25 0.51 072 0.70 0.70 0.46 0 66
Het Sales 9,276 7,856 7,966 8,280 7,495 7,379 7,632 7,632 313,377 30,138
Reported PAT 5,600 4,590 4,871 4,955 4,528 4,098 4,525 4,569 20,016 17,721

E: MOSL Estimates; Mote: Quarterly data (except for Gross generation; Met Sales and PAT) are assumed (close approximsation) for Analysis
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Jindal Steel & Power

Jindal Steel & Power: an investment profile

Company description

Jindal Steel and Power (JSP) has 3mtpa of operational

steelmaking capacity at Raigarh. JSP has one of the best

iron ore and coal resources in India, with assets spread in
several mineral-rich countries. JSP offers the best insulation
from iron ore and coking coal prices among Indian steel
producers. It is the only power producer in India, most of
whose projects are secure for coal due to captive mines.

JSP has rich iron ore and coal resources overseas, mainly

in Bolivia, Mozambique, South Africa and Indonesia.

Key investment arguments

m JSP plans to increase steel capacity by 4x over the next
four years. It is augmenting its existing 3mtpa capacity,
by setting up a 1.6mtpa module at Angul, which will
use the coal gasification route. It plans to add two more
modules of 1.6mtpa each at Angul and Raigarh, using
this technology. At Patratu (Jharkhand), JSP selected
the blast furnace route to make steel. It will produce
3mtpa of steel in phase one.

m  Only athird of the 12mtpa steel capacity will be exposed
to coking coal imports. Even the imports may be covered
by overseas coal mines, depending on progress.

m Jindal Power, JSP's 96.43% subsidiary, plans to increase
capacity by 10x in 10 years by adding 4,380MW of
thermal power projects in Chhattisgarh and Jharkhand
at capex of USD5.3b and 6,100MW of hydro power
projects in Arunachal Pradesh at a capex of USD8.1b.

Comparative valuations

m  Most of the power projects are secure for fuel supply
through captive sources. Although Jindal Power's
earnings are likely to be flattish with a negative bias for
a couple of years due to weakening merchant rates, its
strong project pipeline should drive earnings thereafter.

Key investment risks
m  An unexpected fall in steel prices and delay in project
execution will adversely impact earnings.

Recent developments
m Nil

Valuation and view
m The stock trades at a P/E of 11.6x FY12E. Maintain
Buy.

Sector view

m The steel pricing environment has weakened across
regions due to expected demand slowdown, led by
continued uncertainty in developed nations, high inflation
and resultant softening of prices in developing
economies. Chinese steel prices started falling as steel
demand growth slowed due to reduction in new projects.
As a result, steel and its raw material prices are also
expected to fall over the next few months. Apparent
world steel use is expected to increase 6.5% to 1,398mt
in 2011 as per WSA. Indian steel demand growth is
expected to slow to 4.3% in 2011 and 7.9% in 2012.

EPS: MOSL forecast v/s consensus (INR)

JSPL SAIL Tata Steel MOSL Consensus  Variation
P/E (x) FY12E 11.6 10.6 7.2 Forecast Forecast (%)
FY13E 9.6 11.2 5.6 FY12 455 46.4 -1.9
P/BV (x) FY12E 2.7 11 14 FY13 55.0 52.5 4.8
FY13E 2.2 1.0 1.2
EV/Sales (x) FY12E 3.8 1.1 0.6 Target price and recommendation
EY13E 3.6 1.2 0.5 Current Target Upside Reco.
EV/IEBITDA(X) FY12E 9.1 7.2 5.4 Price (INR) Price (INR) (%)
FY13E 8.1 7.7 4.3 529 751 42.0 Buy
Stock performance (1 year)
— Jindal Steel & Pow er Sensex - Rebased
800
Shareholding pattern (%) 200
Sep-11 Jun-11 Sep-10 WM\
Promoter 58.6 58.4 58.4 600 \m‘l\l"

i 500 . r
Domestic Inst 7.5 6.5 2.5 '} \
Foreign 22.9 24.1 24.8 400

Oct-10 Jan-11 Apr-11 Jul-11 Oct-11
Others 11.1 11.0 14.2
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Financials and Valuation

Jindal Steel & Power

Income Statement {Consoidated) (IHR. Million) Ratios (Consolidated)
Y/E March 2010 2011 2012E 2013E Y/E March 2010 2011 2012E 2013E
Het sales 110,915 131,116 173,094 197,395  Basic (Rs)

Change (%) 2.2 18.2 32.0 14.0 EPS 379 401 45.5 55.0

Total Expenses 52,3 67 180 99 624 140,310 Cash EP= 497 530 SBE 7.2
B iShare 1118 1508 194 5 2459
EBITDA 58,584 63,926 73,469 37,085 DP= 1.3 15 1.8 2.0

% of Met Sales 528 458 424 44 1 Payaut (%) 34 3B 34 3.7
Depn. & Amortization 9970 11510 13387 14691 :;'““"“" x) 132 s as
EBIT 48,614 52,416 60,102 72,394 ’ ’ ’
Met Intere:st 3576 3356 S35y 7gap CoonRE 10.0 30 T4
Cther income E03 a20 1 ,BE0 2 661 P 32 2 2

' ' EViSales 43 38 36
PBT before EO 4560 29380 56,405 67,258 O CoiDA 3.8 31 8.1
EC) inCome 07 4 742 0 Dividend “ield (%) 03 0.3 0.4
PBT after EO 45,535 49,880 54,663 67,258
Tax 9189 11,840 13,296 15,434 Return Ratios (%)

Rate (%) 202 237 243 229 EBITDA Mardins (%) 5248 4558 424 44 1
Reported PAT 36,346 38,040 41,368 51,824 Met Profit Margins (%) S32.3 286 246 26.0
Minority interests Ta5 659 72 S04 RoE 40.4 306 26 4 250
Share of Associstes 139 155 175 155 RoCE (pre-tax) A ME 183 1741
Adjusted PAT 35,837 37,539 42,576 51,388 RolC (pre-tax) 423 350 ME 324

Change (%) 123 47 13.4 207 ) ) )

Working Capital Ratios

Fixed Az=et Turnover [x) 0s 0.7y 0s or
Balance Sheet (Consolidated) (INR Million) ~ ©+538t Turnover (x) 06 0.4 o S
Y/E March 2010 2011 2012E 2013 Dedtor (Days) =48 2 S S
Share Capital a1 a7 974 o34 Invertory (Days) 1248 21.2 172 171
Reserves 103158 1309965 180,855 20874  'rorkCapTurnover (Day: - 143 7.0 218 199
Het Worth 104,089 140,899 181,790 220,681 F2rable (Days) foon 108 B H2
Minority Interest 1,659 2,335 2978 3628 Leverage Ratio (x)
Tatal Loans g6043 139766 188766 247 VGG Currert Ratio 13 16 18 20
Deferred Tax Liahility G455 10,055 11,805 13,993 Irterest Cover Ratio 136 156 112 q3
Capital Employed 200,246 293,054 385,339 495,067 Ciebt/Equity 0s 1.0 09 09
Gross Block 131625 192736 217,388 276408 ooh Flow Statement (Consolidated) {INR. Million)
Less:_.&ccum. Deprn. 32631 44 3M 57 BE3 72554 Y/E March 2010 2011 2012E I013E
lNet Fixed Assets 98,974 148,435 150,525 203853 ool 755 dage0  S4pET BT 2
Capital VWP 7OAT0 100409 167999 214827 0oL 9970 11510 13367 14691
Good will oo ame mE AME s bes inwkg, Cap. 3790 48929 -1909 1945
Investmerts 5183 2074 2879 2979 1o nid 7905 9472 A0TIT 12501
Curr. Assets 68,510 107,863 124,879 147,272 Other operating activities A 424 262 500 ~2.400
Iwentory 14308 27734 9724 G588S  opgom op. Activity 49,66 33,252 54,904 65,394
Account Receivables 7533 11,537 14 865 16,79
Cash and Bank Balance 1,128 4 802 16,495 33,026 [IncDes in FA + CAIP -B1 454 82070 92222 1059428
loans & advances 45 541 E3,790 B3,790 B3, 790 [Pur)Sale of Investments 1,954 206 0 0
Curr. Liability & Prov. 50,900 67,649 71,061 74,981 o
sccount Payables 0377 36567 39998 4391 CFirominw. Activity 59,500 81,864 92,222 -105,948
Pravizions & Cthers 20522 31,063 31,063 31,0683
Het Current Assets 17,641 40,214 53,819 72,291 Eouity raisedirepsid) i 3 o o
Appl. of Funds 200,246 293,054 385,339 495,067 Debt raizedirepsaid) 4,900 53,723 49 000 59,000
E: MOSL Estimates Dividend (incl. tax) 4208 1433 1673 1,919

Other financing activities 1,663

CF from Fin. Activity 4468 52,287 48,984 57,081

{Inc)Dec in Cash 5,566 3674 11,667 16,527

Add: Opening Balance 5,694 1128 4 502 16,495

Closing Balance 1,128 4,802 16,498 33,026
19 October 2011 6
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NOTES
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