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2QFY2010 Consolidated Result Update

NEUTRAL Performance Highlights

Price Rs543 ®  Higher Volumes lead to sequential increase in Top-line: For 2QFY2010,

Tata Steel's Consolidated Net Revenues increased 9% goq to Rs25,395cr on
the back of a 14% increase in Volumes to 6.2mn tonnes. Sales volume of the
company’s European operations increased 18% qgog to 3.9mn tonnes.
Capacity utilisation increased to 78% in 2QFY2010 from 56% in 1QFY2010.

Target Price

Investment Period

Stock Info - .
EBITDA turns positive: The company recorded EBITDA of Rs372cr as
Sector Steel against the loss of Rs30cr registered in 1QFY2010. This came mainly on the
back of lower raw material costs, which constituted 46.7% of Net Revenues
Market Cap (Rs cr) 48,215 compared to 51% in 1QFY2010. Reported EBITDA included one-time
Beta 14 expense of US $170mn on account of restructuring of Teeside Cast Products
' (TCP), which is unlikely to be seen in the coming quarters.
52 WK High / Low 600 / 146 . . .
Bottom-line continues to be in the red: The company reported
Avg Dalily Volume 3801242 consolidated loss of Rs2,720cr compared to a loss of Rs2,239cr in
1QFY2010. This included restructuring costs of Rs9llcr (Rs218cr in
Face Value (Rs) 10 1QFY2010) on account of a) reduction in headcount, b) TCP restructuring
BSE S 16.855 and, c¢) cancellation of long-term raw material contracts due to reduction in
ensex ’ steel volumes.
Nifty 5,006 . . .
Outlook and Valuation: At the CMP of Rs543, Tata Steel is trading at a P/E
BSE Code 500470 of 8.5x and EV/EBITDA of 6.3x on FY2011 estimates. With the threat of
TATASTEEL exports from China increasing and sustainability of higher utilisation rates in
NSE Code Europe a question mark, we remain Neutral on the stock with a Fair Value
of Rs521.
Reuters Code TISC.BO
Bloomberg Code TATA@IN Key Financials (Consolidated)
Shareholding Pattern (%) Y/E March (Rs cr) FY2008 FY2009 FY2010E FY2011E
Net Sales 131,091 145,686 100,389 116,116
Promoters 312 % chg 646.9 111 (3L.1) 15.7
MF/Banks/Indian Fls 26.2 Reported Net Profit 12,350 4,951 201 5,519
FIl/ NRIs/ OCBs 203 % chg 192.5 (59.9) (95.9) 2,644.6
Indian Public/others - FDEPS (Rs) 162.6 59.0 2.3 63.9
) OPM (%) 13.2 11.3 6.7 12.5
P/E (X) 3.3 9.2 232.7 8.5
ADs. 3m Lyr 3yr P/BV (x) 1.2 1.4 1.4 2.4
Sensex (%) 6.9 86.7 23.0 RoE (%) 50.6 14.9 0.6 15.8
Tata Steel (%) 181 2508 273 ROCE %) 21.0 15.4 3.6 11.8
EV/Sales 0.7 0.7 0.9 0.8
Paresh Jain EV/EBIDTA 5.2 5.8 13.9 6.3

Source: Company, Angel Research
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Key Highlights of Analyst Meet

e Domestic producers in Europe have gained market share as imports have decreased
due to longer lead time.

e European operations are expected to achieve capacity utilisation of 80% in 3QFY2010
and 4QFY2010. The company is currently operating seven blast furnaces out of nine.
Two blast furnaces producing long products in Scunthrope are still not operational due
to a depressed construction market.

e As per the management, its European operations recorded positive EBITDA in
October 2009. Management expects EBITDA/tonne of US $45 in 2HFY2010. Full
benefits of decline in raw material prices are expected in 2HFY2010

e The company is operating on a monthly basis in Europe as customers are not willing
to commit to long-term contracts

e The company has received orders for its TCP facilities for Oct-Dec 2009 and expects
to record marginal profit on it. In the long term, the company is still exploring various
options like joint venture (JV), mothball or redeveloping it.

e The company has reduced its headcount by around 4,000 employees in Europe over
the last one year. It targets to further trim workforce by 2,000 and have a total
employee strength of 36,300.

e At the end of the quarter, the company had a net debt of US $9.8bn.

Exhibit 1: Sales Volumes (MT)

Subsidiary 2QFY2010 2QFY2009 yoy %
Tata Steel India 1.4 1.2 17
Corus 3.9 5.7 (31)
NatSteel 0.7 0.8 9)
Tata Steel Thailand 0.3 0.2 20
Total 6.2 7.9 (20)

Source: Company, Angel Research

Exhibit 2: Valuation Matrix

FY2011E EBITDA (Rs cr) Target EV/EBITDA (x) EV (Rs cr)
Tata Steel 9,053 7.5 67,895
Corus 4,776 4.5 19,106
NSA + TTH 694 4.0 2,775
Total EV 89,776
Debt 52,000
Cash 7,159
Market Cap 44,935
No. of shares 86.3
Target Price (Rs) 521

Source: Company, Angel Research
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Exhibit 3: 2QFY2010 Performance (Consolidated)
Y/E March (Rs cr) 2QFY2010 2QFY2009 % chg 1HFY2009 1HFY2009
Net Sales 25,395 44,199 (42.5) 48,687 87,707
- Consumption of Raw Material 11,859 21,206 (44.1) 23,744 41,383
(% of Net Sales) 46.7 48.0 48.8 47.2
- Power& Fuel 1,013 1,770 (42.8) 1,979 3,385
(% of Net Sales) 4.0 4.0 4.1 3.9
- Staff Costs 4,361 4,755 (8.3) 8,323 9,656
(% of Net Sales) 17.2 10.8 17.1 11.0
Freight & Handling 1,458 1,607 (9.3) 2,614 3,331
(% of Net Sales) 5.7 3.6 5.4 3.8
- Other expenses 6,333 6,613 (4.2) 11,685 14,716
(% of Net Sales) 24.9 15.0 24.0 16.8
Total Expenditure 25,023 35,949 (30.4) 48,345 72,470
Operating Profit 372 8,250 (95.5) 342 15,237
OPM (%) 1.5 18.7 0.7 17.4
Interest 717.2 820.8 (12.6) 1,599 1,645
Depreciation 1,154 1,147 0.6 2,243 2,252
Other Income 17.9 84.4 (78.7) 222 137
Exceptional Items (911.3) (396.2) (1,130) (700)
Profit before Tax (2,392) 5,970 (140.1) (4,408) 10,778
(% of Net Sales) (9.4) 135 (9.1) 12.3
Tax 327.5 1,266.4 (74.1) 550 2,159
(% of PBT) (22.1) 19.9 (16.8) 18.8
Profit after Tax (2,720) 4,704 (157.8) (4,958) 8,618
IFrzﬁg:)er;(ted PAT after Minority (2,707) 4772 (156.7) : )
(% of Net Sales) (10.7) 10.8 0.0 0.0
FDEPS (Rs) - 58.0 (100.0) (30.7) 105.2

Source: Company, Angel Research
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose
possession this document may come are required to observe these restrictions.

Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be
regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to
change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use
the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. 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), and should consult their own advisors to determine the
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions -
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying
charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the information current. Also there may be regulatory, compliance, or other reasons that
may prevent Angel Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without
notice.

Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions.

Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.

Sebi Registration No : INB 010996539

Buy (> 15%) Accumulate (5% to 15%) Neutral (-5% to 5%)

Ratings (Returns):
os ( " Reduce (-5% to -15%) Sell (< -15%)

November 26, 2009



