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India beat driven by inventory movement, Europe continues to be a drag

Tata steel reported consol. EBITDA of INR57.4bn, ~22% higher than JMfe of INR47bn. The
out-performance was largely on of account Indian operations amidst sustained losses in
European operations. India business reported QoQ increase in EBITDA/ to INR16.9 k/t on
account of favourable movement in closing inventory. Europe continued to report EBITDA
loss of USD 178/t vs. loss of USD 168/t in 2Q due to delay in relining of BF in Netherlands. The
company reported profit of INRSbn during 3Q. Net debt during the quarter increased
marginally to INR774bn (up INR4bn QoQ).

Key takeaways from the call are — 1) Expected coking coal price movement in 4Q (a) India:
(+)USD10/t (b) Netherlands: (+) USD18/t (c) UK: (+) USD11/t 2) Expected net realisation
movement in 4Q: (@) India (-) INR1,000/t (b) Netherlands: (-) £40/t (c) UK (+) £40/t 3)
Netherlands BF is likely to be operational by Jan'24 end, Netherland ops is expect to be
EBITDA positive by FY25E 4) the company endeavors to cut UK losses by half in FY25E 5)
Kalinganagar phased commissioning started with additional 0.7 mt volume expected in
FY25E 6) Management endeavour is to make transition to EAF within 4 years. The sector
awaits steel price increases in the back drop of recent sharp hikes in coking coal and iron ore
costs. In the meanwhile, spot spreads continue to be under pressure. Maintain BUY.

m Healthy performance by Indian operations — led by favourable inventory movement: Tata
Steel India standalone EBITDA came at INR82.5bn implying a blended EBITDA/t of
INR16.9k/t (JMfe INR 14.7k/t), a sequential increase of ~INR3.4k/t primarily on account of
favourable movement in closing inventory. PAT came in at ~INR46.5bn vs loss of
~INR62bn during 2Q (due to provisioning worth INR129.5bn for EAF based
decarbonisation project and UK restructuring).

= Europe losses to trend down in FY25E: TSE reported an EBITDA loss of USD345mn vs loss
of USD304mn in 2Q. EBITDA/t stood at negative USD178/t in 3Q vs USD167/t in 2Q.
Within european operation TSE UK dragged overall profitability with EBITDA loss of
INR16.5bn vs loss of INR13.7bn in 2Q driven by higher other expense. Company plans to
continue operating its downstream rolling mills while transitioning to EAF in UK with slabs
to be procured from sister mills (i.e. from India or Netherlands). Netherland EBITDA to
turn profitable in FY25E. Further, management anticipates cutting the losses from the UK
operation in FY25E by half compared to the losses incurred in FY24.

= Growth capex on track: Company incurred capex of INR47.1bn in 3Q and INR133.6bn for
9MFY24 and has started phased comissioning of the SMTPA expansion at Kalinganagar.
Further company has commenced production from 2.2 MTPA CRM facility in India (widest
CRM in India) and has received approvals from OEM'’s for CRC. Further company will
close its blast furnance, coke ovens in UK and would invest £1.25bn for scrap based EAF
facility in Port Talbot, UK (with government grant of £500mn).

Financial Summary (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E
Net Sales 2,456,402 2,433,527 2,076,715 2,207,029 2,240,465
Sales Growth (%) 57.0 -0.9 -14.7 6.3 1.5
EBITDA 651,710 323,002 182,787 349,816 377,343
EBITDA Margin (%) 26.5 13.3 8.8 15.9 16.8
Adjusted Net Profit 419,690 86,471 -11,761 148,627 182,282
Diluted EPS (INR) 34.4 7.1 -1.0 12.2 14.9
Diluted EPS Growth (%) 391.8 -79.4 0.0 0.0 22.6
ROIC (%) 29.5 5.7 15 8.8 10.1
ROE (%) 44.7 8.0 1.2 14.3 15.7
P/E (x) 3.9 19.1 -140.2 11.1 9.0
P/B (x) 1.4 1.6 1.7 1.5 1.3
EV/EBITDA (x) 34 75 13.2 6.6 5.9
Dividend Yield (%) 4.0 3.3 1.9 2.6 3.3

Source: Company data, JM Financial. Note: Valuations as of 24/Jan/2024
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Exhibit 1. Quarterly performance (consolidated)

(INR mn)

Y/E March (Rs mn) 3QFY24 3QFY24E Var% 3QFY23 YoY % 2QFY24 QoQ %
Net Sales 553,119 584,905 -5.4 570,836 -3.1 556,819 -0.7
EBITDA 57,420 47,046 22.1 27,270 110.6 41,470 38.5
PAT- Reported 5,134 2,110 143.3 -22,238 -61,962
PAT- Adjusted 1,140 2,110 -46.0 -22,238 -105.1 5,818 -80.4
Key monitorables (INR bn)
Net Debt 774 NA 717 770
Capex 46 NA 34 41
Source: Company, JM Financial
Exhibit 2. Quarterly performance (standalone) (INR mn)
Y/E March (Rs mn) 3QFY24 3QFY24E Var% 3QFY23 YoY% 2QFY24 QoQ %
Net Sales 346,819 344,776 0.6 304,653 13.8 341,852 1.5
Volumes (mtons) 4.88 4.92 -0.7 4.59 6.3 4.82 1.2
Realization (Rs/ton) 71,069 70,128 1.3 66,373 7.1 70,924 0.2
Raw material cost 134,522 151,984 -11.5 145,980 -7.8 144,570 -7.0
RM cost/t 27,566 30,914 -10.8 31,804 -13.3 29,994 -8.1
Change in stock -9,224 0 4,512 5,705
Change in stock/t -1,890 0 983 1,184
Gross profit 221,521 192,792 149 154,160 43.7 191,577 15.6
Gross margin (%) 63.9 55.9 50.6 56.0
Gross margin/t 45,394 39,214 33,586 39,746
Staff cost 18,665 17,207 8.5 16,098 15.9 18,635 0.2
Staff cost/t 3,825 3,500 3,507 3,866
Other cost 111,161 103,244 7.7 94,945 17.1 113,337 -1.9
Other cost/t 22,779 21,000 20,685 23,514
Total expenditure 264,349 272,436 -3.0 257,023 2.9 276,542 -4.4
EBITDA 82,470 72,340 140 47,630 73.1 65,310 26.3
EBITDA (%) 23.8 21.0 15.6 19.1
Blended EBITDA/ton 16,900 14,714 14.9 10,377 62.9 13,550 24.7
Other income 3,286 8,500 9,070 8,240
Depreciation 15,076 14,500 4.0 13,705 14,655
EBIT 70,680 66,340 6.5 42,994 64.4 58,895 20.0
Interest 10,579 11,500 -8.0 10,733 11,374
PBT 60,101 54,840 9.6 32,262 86.3 47,521 26.5
Tax 13,697 13,710 9,122 6,095
Eff. Tax rate (%) 22.8 25.0 28.3 12.8
XO items 127 0 3,911 -126,561
PAT- Reported 46,530 41,130 131 27,051 72.0 -85,136 NA
PAT- Adjusted 46,404 41,130 12.8 23,140 100.5 41,426 12.0
EPS (Rs) 3.8 34 1.9 34

Source: Company, JM Financial
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Exhibit 3. Quarterly performance — TSE

(USD mn)

(USD mn) 3QFY24 3QFY24E % Var 3QFY23 YoY% 2QFY24 QoQ %

Net Sales 2,179 2,320 -6.1 2,527 -13.8 2,280 -4.4
Deliveries (mn tons) 1.9 1.8 2.0 -3% 1.8 7%
Realisations (US$/ton) 1,123 1,289 -12.9 1,270 -11.5 1,259 -10.8

EBITDA -345 -319 83 -189 -304 13.5

EBITDA/ton (US$/ton) -178 -177 -95 -168

PAT -535 -509 NA -379 NA -494 NA

Source: Company, JM Financial

Exhibit 4. Quarterly Performance — TSE UK (INR mn)

Particulars 2QFY24 3QFY23 YoY % 2QFY24 QoQ %

Deliveries (in mn tons) 0.64 0.66 -3.0% 0.73 -12.3%

Revenue 62,940 71,300 -11.7% 72,880 -13.6%
Revenue/ton (in INR/Ton) 98,343.8 108,030.3 99835.6

EBITDA (16,570) (14,760) - (13,670) 21.2%
EBITDA/ton (in INR/Ton) (26,063) (22,340) (18,801)

Source: Company, JM Financial

Exhibit 5. Quarterly Performance — TSE Netherlands (INR mn)

Particulars (INR mn) 3QFY24 3QFY23 YoY % 2QFY24 QoQ %

Deliveries (in mn tons) 1.30 1.40 -7.1% 1.23 5.7%

Revenue 129,230 143,480 -9.9% 129,610 -0.3%
Revenue/ton (in INR/Ton) 99,407.7 102,485.7 105374.0

EBITDA (12,140) (780)  1456.4% (11,440) 6.1%
EBITDA/ton (in INR/Ton) (9,370) (556) (9,296)

Source: Company, JM Financial
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Exhibit 6. TATA steel — Key assumptions and estimates

Particulars FY24E FY25E FY26E
Tata Steel Consolidated

Net sales (INR bn) 2,077 2,207 2,240

EBITDA (INR bn) 183 350 377

EPS (INR) (1.0) 12.2 14.9

Tata Steel Standalone (incl. BSL)

Net sales (INR bn) 1,096 1,180 1,226
Sales volume (mn ton) 18.7 20.8 22.0
Blended realisation (‘000 INR/ton) 58.8 56.7 55.8

EBITDA (INR bn) 267 306 330
EBITDA/t (‘000 INR) 14.3 14.7 15.0

Tata Steel Long Products
Net sales (INR bn) 95 99 100
Sales volume (mn ton) including sponge iron 24 2.5 2.5
Blended realisation (‘000 INR/ton) 39.1 39.2 393
EBITDA (INR bn) 3.6 6.8 7.0
EBITDA/t (‘000 INR) 1.5 2.7 2.7
Tata Steel Europe
Net sales (USD mn) 9,305 9,765 9,533
Sales volume (mn tons) 9.3 9.3 93
EBITDA (USD mn) (1,146) 344 339
EBITDA/t (USD/t) (130) 37 36
Source: JM Financial
Exhibit 7. Tata Steel — SOTP valuation (INR bn)
Companies FY26 EBITDA (INR bn) Target EV (INR bn)
India business (incl. BSL/Tata Longs) 337 2,024
Corus 27 151
Others 15 75
Total EV 2,250
Total Net debt 551
Target M.Cap 1,699
Dilutive no. of shares (mn) 12,213
Value INR/share 139
Investments (INR/share) 3
Target Price (INR/share) 145

Source: JM Financial
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Financial Tables (Consolidated)

Income Statement (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E
Net Sales 2,456,402 2,433,527 2,076,715 2,207,029 2,240,465
Sales Growth 57.0% -0.9% -14.7% 6.3% 1.5%
Other Operating Income 0 0 0 0 0
Total Revenue 2,456,402 2,433,527 2,076,715 2,207,029 2,240,465
Cost of Goods Sold/Op. Exp 834,787 1,326,704 1,193,914 1,063,428 462,583
Personnel Cost 232,641 178,065 191,294 197,486 202,050
Other Expenses 737,264 605,756 508,720 596,299 1,198,490
EBITDA 651,710 323,002 182,787 349,816 377,343
EBITDA Margin 26.5% 13.3% 8.8% 15.9% 16.8%
EBITDA Growth 113.6% -50.4% -43.4% 91.4% 7.9%
Depn. & Amort. 91,009 93,352 100,038 112,520 115,675
EBIT 560,701 229,650 82,749 237,296 261,669
Other Income 7,849 10,375 13,617 17,254 21,414
Finance Cost 54,622 62,987 35,259 25,453 16,634
PBT before Excep. & Forex 513,928 177,037 61,107 229,097 266,448
Excep. & Forex Inc./Loss(-) 0 0 0 0 0
PBT 513,928 177,037 61,107 229,097 266,448
Taxes 84,776 101,598 79,734 85,110 88,645
Extraordinary Inc./Loss(-) -1,341 1,133 0 0 0
Assoc. Profit/Min. Int.(-) 9,462 -11,032 -6,866 -4,639 4,478
Reported Net Profit 418,350 87,604 -11,761 148,627 182,282
Adjusted Net Profit 419,690 86,471 -11,761 148,627 182,282
Net Margin 17.1% 3.6% -0.6% 6.7% 8.1%
Diluted Share Cap. (mn) 12,2121 12,212.4 12,213.0 12,213.0 12,213.0
Diluted EPS (INR) 344 71 -1.0 12.2 14.9
Diluted EPS Growth 391.8% -79.4% 0.0% 0.0% 22.6%
Total Dividend + Tax 78,514 54,213 30,560 42,784 55,008
Dividend Per Share (INR) 53 4.4 2.5 3.5 45
Source: Company, JM Financial
Cash Flow Statement (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E
Profit before Tax 504,466 188,069 67,973 233,736 270,926
Depn. & Amort. 91,009 93,352 100,038 112,520 115,675
Net Interest Exp. / Inc. (-) 0 0 0 0 0
Inc () / Dec in WCap. -141,913 153,756 81,868 22,413 -10,719
Others -18,151 1,133 0 0 0
Taxes Paid -84,776 -101,598 -79,734 -85,110 -88,645
Operating Cash Flow 350,635 334,712 170,145 283,559 287,237
Capex -142,274 -137,000 -140,000 -140,000 -140,001
Free Cash Flow 208,361 197,712 30,145 143,559 147,236
Inc (-) / Dec in Investments -24,579 47,295 0 0 0
Others 52,057 -5,623 -3,592 -1,365 -1,203
Investing Cash Flow -114,796 -95,328 -143,592 -141,365 -141,204
Inc/ Dec (-) in Capital -1,200 -1,200 -1,198 -1,198 -1,197
Dividend + Tax thereon -78,514 -54,213 -30,560 -42,784 -55,008
Inc / Dec (-) in Loans -90,379 104,658 -121,426 -98,999 -88,998
Others 35,422 -314,046 1,199 1,198 1,197
Financing Cash Flow -134,671 -264,801 -151,985 -141,783 -144,006
Inc / Dec (-) in Cash 101,167 -25,417 -125,433 411 2,028
Opening Cash Balance 57,822 158,989 133,573 8,140 8,551
Closing Cash Balance 158,989 133,573 8,140 8,551 10,579

Source: Company, JM Financial

Balance Sheet (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E
Shareholders’ Fund 1,144,430 1,030,821 988,500 1,094,343 1,221,617
Share Capital 12,212 12,212 12,213 12,213 12,213
Reserves & Surplus 1,132,218 1,018,609 976,287 1,082,130 1,209,404
Preference Share Capital 0 0 0 0 0
Minority Interest 26,554 20,931 17,339 15,974 14,771
Total Loans 802,386 907,043 785,618 686,619 597,621
Def. Tax Liab. / Assets (-) 158,977 172,095 172,095 172,095 172,095
Total - Equity & Liab. 2,132,347 2,130,890 1,963,551 1,969,030 2,006,103
Net Fixed Assets 1,553,334 1,778,345 1,818,307 1,845,787 1,870,114
Gross Fixed Assets 2,158,522 2,381,707 2,437,342 2,507,342 2,577,343
Intangible Assets 43,112 56,017 56,017 56,017 56,017
Less: Depn. & Amort. 868,756 971,509 1,071,547 1,184,067 1,299,742
Capital WIP 220,456 312,130 396,496 466,496 536,496
Investments 131,399 84,103 84,103 84,103 84,103
Current Assets 1,169,724 1,017,770 781,124 799,029 820,980
Inventories 488,244 544,153 512,034 516,600 520,661
Sundry Debtors 122,464 82,572 65,785 73,779 72,672
Cash & Bank Balances 158,989 133,573 8,140 8,551 10,579
Loans & Advances 400,026 257,471 195,164 200,099 217,069
Other Current Assets 0 0 0 0 0
Current Liab. & Prov. 722,109 749,327 719,982 759,889 769,094
Current Liabilities 646,164 662,742 626,906 662,813 667,593
Provisions & Others 75,945 86,586 93,076 97,076 101,500
Net Current Assets 447,615 268,442 61,142 39,140 51,887
Total — Assets 2,132,347 2,130,890 1,963,551 1,969,030 2,006,103
Source: Company, JM Financial
Dupont Analysis
Y/E March FY22A FY23A FY24E FY25E FY26E
Net Margin 17.1% 3.6% -0.6% 6.7% 8.1%
Asset Turnover (x) 1.4 1.2 1.1 1.2 1.2
Leverage Factor (x) 19 1.8 1.9 1.7 1.6
RoE 44.7% 8.0% -1.2% 14.3% 15.7%
Key Ratios
Y/E March FY22A FY23A FY24E FY25E FY26E
BV/Share (INR) 93.7 84.4 80.9 89.6 100.0
ROIC 29.5% 5.7% -1.5% 8.8% 10.1%
ROE 44.7% 8.0% -1.2% 14.3% 15.7%
Net Debt/Equity (x) 0.5 0.7 0.7 0.6 0.5
P/E (x) 3.9 19.1 -140.2 1.1 9.0
P/B (x) 1.4 1.6 1.7 1.5 1.3
EV/EBITDA (x) 3.4 7.5 13.2 6.6 5.9
EV/Sales (x) 0.9 1.0 12 1.0 1.0
Debtor days 18 12 12 12 12
Inventory days 73 82 90 85 85
Creditor days 131 115 121 130 131

Source: Company, JM Financial

JM Financial Institutional Securities Limited

Page 5



Tata Steel

25 January 2023

History of Recommendation and Target Price

Date Recommendation Target Price % Chg.
7-Feb-20 Buy 58

15-Apr-20 Buy 40 -31.0
30-Jun-20 Buy 40 0.0
14-Aug-20 Buy 46 14.5
23-Oct-20 Buy 50 9.2
14-Nov-20 Buy 56 11.0
10-Feb-21 Buy 79 414
8-Apr-21 Buy 116 47.8
6-May-21 Buy 142 224
13-Aug-21 Buy 178 254
12-Nov-21 Buy 172 -3.7
7-Feb-22 Buy 168 -2.0
4-May-22 Buy 174 35
26-Jul-22 Buy 123 -29.3
1-Nov-22 Buy 125 1.9
7-Feb-23 Buy 135 7.7
3-May-23 Buy 135 0.0
25-Jul-23 Buy 140 3.7
2-Nov-23 Buy 150 7.1
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and to observe such restrictions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
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the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821,
New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
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Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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