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REDUCE  Hindalco 

     

Novelis: One-Two punch situation 

Metals & Mining  Company Update  August 11, 2025  CMP (Rs): 673 | TP (Rs): 650  

Novelis reported a subdued Q1, missing market expectations. The performance 

remains affected by elevated scrap cost, which started impacting margins last 

year and is now exacerbated by the impact of tariffs. The management gave 

guidance for tariff impact of USD60mn per quarter at Section232 rate of 50% 

on aluminium. EBITDA trajectory is expected to remain weak for Q2 given the 

tariff hit, while Q3 would see an uptick even as the seasonally soft patch is likely 

to affect Q3 volumes. By Q4, the tariff impact is expected to be absorbed by cost 

takeout and mitigation measures. Focus would remain on defending volume and 

increasing recycled content. We expect consensus numbers to be revised lower, 

by a mid-single-digit % based on these results. Nevertheless, the company has 

largely flagged off the earnings impact from the ongoing issues for the next 2-

3 quarters, with the indication that profitability is close to bottoming out with 

Q2FY26 possibly a trough quarter for Novelis; maintain REDUCE. 

Novelis: Q1 impacted by sustainably elevated scrap cost overlaid by tariffs 

Novelis reported Q1FY26 EBITDA of USD416mn, missing market expectations, and is 

down 12.1% QoQ and 16.8% YoY. Profitability was partially squeezed by net negative 

tariff impact of USD28mn. However, even adjusting for tariffs, performance has been 

subdued due to sustainably elevated scrap cost. From a margin standpoint, the company 

reported EBITDA/t of USD432 in Q1 vs USD494 in Q4. Essentially, the company started 

witnessing a deterioration in profitability since last year owing to rise in scrap cost, which 

is now exacerbated by the tariff hit.  

Key takeaways from the earnings call 

1) Margins: Margin contraction is mainly due to sustained scrap cost overlaid by the 

tariff impact. 2) Tariff impact: The management has given guidance for tariff impact of 

USD60mn per quarter at Section232 rate of 50% on aluminium. 3) EBITDA indication: 

The EBITDA trajectory is expected to remain weak for Q2 with impact from tariffs, while 

Q3 is expected to see uptick even as the seasonally soft patch is likely to affect Q3 

volumes. By Q4, the tariff impact is expected to be absorbed by cost takeout and 

mitigation measures. Focus would remain on defending volumes and increasing recycled 

content. 4) Cost takeout: The company has implemented USD100mn of cost takeout 

measures for FY26 with a one-time restructuring cost of USD83mn. 5) Leverage: Peak 

net debt-to-EBITDA might briefly surpass the less than 3.5x target as the company 

progresses on Bay Minette capex, while profitability remains subdued in the near term.  

Consensus revisions likely negative; earnings impact largely flagged off 

We expect consensus numbers to be revised lower, by a mid-single-digit % based on 

these results. Nevertheless, the company has largely flagged off the earnings impact 

from ongoing issues for the next 2-3 quarters with the indication that profitability is close 

to bottoming out, with Q2FY26 possibly a trough quarter for Novelis. 
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Stock Data HNDL IN 

52-week High (Rs) 773 

52-week Low (Rs) 546 

Shares outstanding (mn) 2,247.2 

Market-cap (Rs bn) 1,512 

Market-cap (USD mn)  17,250 

Net-debt, FY26E (Rs mn) 510,185.4 

ADTV-3M (mn shares) 6 

ADTV-3M (Rs mn) 3,260.5 

ADTV-3M (USD mn) 37.2 

Free float (%) 64.9 

Nifty-50 24,585.1 

INR/USD 87.7 

 
Shareholding,Jun-25          

Promoters (%) 34.6 

FPIs/MFs (%)  27.6/28.8 

 
Price Performance  

(%) 1M 3M 12M 

Absolute 0.3 7.3 8.0 

Rel. to Nifty  2.6 4.8 7.1 

 
1-Year share price trend (Rs) 
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Hindalco: Financial Snapshot (Consolidated)    

Y/E Mar (Rs mn)     FY24 FY25 FY26E FY27E FY28E 

Revenue  2,159,620  2,384,960  2,486,413  2,617,473  2,749,806 

EBITDA  257,280  354,960  332,006  344,000  374,004 

Adj. PAT  101,340  168,810  166,768  172,509  190,647 

Adj. EPS (Rs)  45.6  75.9  75.0  77.5  85.7 

EBITDA margin (%)  11.9  14.9  13.4  13.1  13.6 

EBITDA growth (%)  6.6  38.0 (6.5)  3.6  8.7 

Adj. EPS growth (%)  0.8  66.6 (1.2)  3.4  10.5 

RoE (%)  10.1  14.7  12.7  11.7  11.6 

RoIC (%)  5.4  7.3  6.0  5.6  5.7 

P/E (x)  14.7  9.3  9.0  8.7  7.8 

EV/EBITDA (x)  7.4  5.3  5.7  5.5  5.1 

P/B (x)  1.4  1.2  1.1  1.0  0.9 

FCFF yield (%)  4.4  2.0  2.6 (1.6)  5.5 

Source: Company, Emkay Research 
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Hindalco: Consolidated Financials and Valuations 

 

Profit & Loss 
 

Y/E Mar (Rs mn)    FY24 FY25 FY26E FY27E FY28E 

Revenue  2,159,620  2,384,960  2,486,413  2,617,473  2,749,806 

Revenue growth (%) (3.2)  10.4  4.3  5.3  5.1 

EBITDA  257,280  354,960  332,006  344,000  374,004 

EBITDA growth (%)  6.6  38.0 (6.5)  3.6  8.7 

Depreciation & Amortization  78,810  88,640  83,262  90,702  95,440 

EBIT  178,470  266,320  248,744  253,299  278,564 

EBIT growth (%)  6.0  49.2 (6.6)  1.8  10.0 

Other operating income - - - - - 

Other income - -  20,037  23,110  25,786 

Financial expense  38,580  34,190  37,159  36,812  39,562 

PBT  139,890  232,130  231,623  239,596  264,788 

Extraordinary items  210 (8,790) 0 0 0 

Taxes  38,570  63,350  64,854  67,087  74,141 

Minority interest 0 0 0 0 0 

Income from JV/Associates  20  30 0 0 0 

Reported PAT  101,550  160,020  166,768  172,509  190,647 

PAT growth (%)  0.6  57.6  4.2  3.4  10.5 

Adjusted PAT  101,340  168,810  166,768  172,509  190,647 

Diluted EPS (Rs)  45.6  75.9  75.0  77.5  85.7 

Diluted EPS growth (%)  0.8  66.6 (1.2)  3.4  10.5 

DPS (Rs)  3.0  3.5  5.2  5.4  6.0 

Dividend payout (%)  6.6  4.9  7.0  7.0  7.0 

EBITDA margin (%)  11.9  14.9  13.4  13.1  13.6 

EBIT margin (%)  8.3  11.2  10.0  9.7  10.1 

Effective tax rate (%)  27.6  27.3  28.0  28.0  28.0 

NOPLAT (pre-IndAS)  129,263  193,639  179,096  182,375  200,566 

Shares outstanding (mn)  2,225  2,225  2,225  2,225  2,225 

Source: Company, Emkay Research 

 

 
 

Cash flows 
 

Y/E Mar (Rs mn)    FY24 FY25 FY26E FY27E FY28E 

PBT (ex-other income)  140,120  223,370  231,623  239,596  264,788 

Others (non-cash items)  1,820 (4,680) 0 0 0 

Taxes paid (26,750) (54,670) (64,854) (67,087) (74,141) 

Change in NWC  19,440 (23,210)  67,248  4,854 (12,118) 

Operating cash flow  240,560  244,100  354,437  304,877  313,532 

Capital expenditure (157,280) (206,490) (304,940) (335,377) (209,958) 

Acquisition of business (300) (120) 0 0 0 

Interest & dividend income  5,850  8,570 0 0 0 

Investing cash flow (142,760) (247,390) (304,940) (335,377) (209,958) 

Equity raised/(repaid) 0 (1,040) 0 0 0 

Debt raised/(repaid) (43,930)  62,370 0  100,000 0 

Payment of lease liabilities (5,000) (3,970) 0 0 0 

Interest paid (39,120) (40,440) (37,159) (36,812) (39,562) 

Dividend paid (incl tax) (6,670) (7,780) (11,674) (12,076) (13,345) 

Others (13,450) (27,300) 0 0 0 

Financing cash flow (108,170) (18,160) (48,832)  51,112 (52,907) 

Net chg in Cash (10,370) (21,450)  665  20,612  50,666 

OCF  240,560  244,100  354,437  304,877  313,532 

Adj. OCF (w/o NWC chg.)  221,120  267,310  287,189  300,023  325,649 

FCFF  83,280  37,610  49,497 (30,500)  103,574 

FCFE  50,550  11,990  12,338 (67,312)  64,012 

OCF/EBITDA (%)  93.5  68.8  106.8  88.6  83.8 

FCFE/PAT (%)  49.8  7.5  7.4 (39.0)  33.6 

FCFF/NOPLAT (%)  64.4  19.4  27.6 (16.7)  51.6 

Source: Company, Emkay Research 

 
 

Balance Sheet 
 

Y/E Mar (Rs mn)    FY24 FY25 FY26E FY27E FY28E 

Share capital  2,220  2,220  2,220  2,220  2,220 

Reserves & Surplus  1,059,240  1,234,870  1,389,965  1,550,398  1,727,700 

Net worth  1,061,460  1,237,090  1,392,185  1,552,618  1,729,920 

Minority interests  110  120  120  120  120 

Non-current liab. & prov.  81,600  87,800  87,800  87,800  87,800 

Total debt  545,010  619,310  619,310  719,310  719,310 

Total liabilities & equity  1,789,020  2,048,730  2,203,825  2,464,258  2,641,560 

Net tangible fixed assets  918,390  1,087,620  1,309,298  1,553,973  1,668,492 

Net intangible assets  322,900  326,480  326,480  326,480  326,480 

Net ROU assets  25,470  24,980  24,980  24,980  24,980 

Capital WIP  146,430  270,230  270,230  270,230  270,230 

Goodwill - - - - - 

Investments [JV/Associates]  217,040  184,330  184,330  184,330  184,330 

Cash & equivalents  144,370  108,460  109,125  129,737  180,403 

Current assets (ex-cash)  679,060  911,130  817,432  834,328  865,146 

Current Liab. & Prov.  518,210  594,270  567,820  589,570  608,270 

NWC (ex-cash)  160,850  316,860  249,612  244,758  256,876 

Total assets  2,991,830  3,457,240  3,700,975  4,044,670  4,312,674 

Net debt  400,640  510,850  510,185  589,573  538,907 

Capital employed  1,789,020  2,048,730  2,203,825  2,464,258  2,641,560 

Invested capital  2,458,520  2,869,240  3,112,310  3,435,393  3,652,730 

BVPS (Rs)  477.2  556.1  625.8  698.0  777.7 

Net Debt/Equity (x)  0.4  0.4  0.4  0.4  0.3 

Net Debt/EBITDA (x)  1.6  1.4  1.5  1.7  1.4 

Interest coverage (x)  4.6  7.8  7.2  7.5  7.7 

RoCE (%)  11.4  15.4  13.9  12.9  12.9 

Source: Company, Emkay Research 

 

 

 

Valuations and key Ratios 
 

Y/E Mar    FY24 FY25 FY26E FY27E FY28E 

P/E (x)  14.7  9.3  9.0  8.7  7.8 

EV/CE(x)  1.2  1.0  0.9  0.8  0.8 

P/B (x)  1.4  1.2  1.1  1.0  0.9 

EV/Sales (x)  0.9  0.8  0.8  0.7  0.7 

EV/EBITDA (x)  7.4  5.3  5.7  5.5  5.1 

EV/EBIT(x)  10.6  7.1  7.6  7.5  6.8 

EV/IC (x)  0.8  0.7  0.6  0.6  0.5 

FCFF yield (%)  4.4  2.0  2.6 (1.6)  5.5 

FCFE yield (%)  3.3  0.8  0.8 (4.5)  4.2 

Dividend yield (%)  0.4  0.5  0.8  0.8  0.9 

DuPont-RoE split      

Net profit margin (%)  4.7  7.1  6.7  6.6  6.9 

Total asset turnover (x)  0.8  0.7  0.7  0.7  0.7 

Assets/Equity (x)  2.8  2.8  2.7  2.6  2.5 

RoE (%)  10.1  14.7  12.7  11.7  11.6 

DuPont-RoIC      

NOPLAT margin (%)  6.0  8.1  7.2  7.0  7.3 

IC turnover (x)  0.9  0.9  0.8  0.8  0.8 

RoIC (%)  5.4  7.3  6.0  5.6  5.7 

Operating metrics      

Core NWC days  27.2  48.5  36.6  34.1  34.1 

Total NWC days  27.2  48.5  36.6  34.1  34.1 

Fixed asset turnover  0.9  1.0  0.9  0.8  0.8 

Opex-to-revenue (%)  88.1  85.1  86.6  86.9  86.4 

Source: Company, Emkay Research 
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RECOMMENDATION HISTORY - DETAILS   

   Date 
 Closing  

Price (INR)  
 TP (INR)  Rating  Analyst 

   10-Jul-25            675             650  Reduce Amit Lahoti 

   28-Jun-25            697             650  Reduce Amit Lahoti 

   02-Jun-25             631             650  Reduce Amit Lahoti 

   31-May-25            634             650  Reduce Amit Lahoti 

   29-May-25            650             650  Reduce Amit Lahoti 

   21-May-25            663             650  Reduce Amit Lahoti 

   28-Apr-25            629             600  Sell Amit Lahoti 

   25-Apr-25            622             600  Sell Amit Lahoti 

   09-Apr-25            564             600  Sell Amit Lahoti 

   02-Apr-25             661             600  Sell Amit Lahoti 

   19-Mar-25            699             550  Sell Amit Lahoti 

   20-Feb-25            639             550  Sell Amit Lahoti 

   15-Feb-25            606             550  Sell Amit Lahoti 

   15-Jan-25            592             550  Sell Amit Lahoti 

   08-Jan-25            587             550  Sell Amit Lahoti 

   07-Jan-25            585             550  Sell Amit Lahoti 

   01-Jan-25            593             600  Sell Amit Lahoti 

   17-Dec-24            639             600  Sell Amit Lahoti 

   13-Nov-24            627             600  Sell Amit Lahoti 

   07-Nov-24            648             600  Sell Amit Lahoti 
 

Source: Company, Emkay Research 
 

RECOMMENDATION HISTORY - TREND 

. 

Source: Company, Bloomberg, Emkay Research 
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GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL): 

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment 
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading 
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of 
BSE Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX), Multi Commodity Exchange of India Ltd (MCX) 
and National Commodity & Derivatives Exchange Limited (NCDEX) (hereinafter referred to be as “Stock Exchange(s)”). EGFSL along with its [affiliates] 
offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), merchant 
banking, commodity broking, depository participant, portfolio management and services rendered in connection with distribution of primary market issues 
and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. www.emkayglobal.com.  

EGFSL is registered as Research Analyst with the Securities and Exchange Board of India (“SEBI”) bearing registration Number INH000000354 as per SEBI 
(Research Analysts) Regulations, 2014. EGFSL hereby declares that it has not defaulted with any Stock Exchange nor its activities were suspended by any 
Stock Exchange with whom it is registered in last five years. However, SEBI and Stock Exchanges had conducted their routine inspection and based on their 
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL 
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by 
SEBI at any point of time.  

EGFSL offers research services to its existing clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report 
accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, 
is or will be, directly or indirectly related to specific recommendations or views expressed in this report.  

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is 
its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an 
offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the clients 
simultaneously, not all clients may receive this report at the same time. The securities discussed and opinions expressed in this report may not be suitable 
for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. 

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. EGFSL may 
have issued or may issue other reports (on technical or fundamental analysis basis) of the same subject company that are inconsistent with and reach 
different conclusion from the information, recommendations or information presented in this report or are contrary to those contained in this report.  Users 
of this report may visit www.emkayglobal.com to view all Research Reports of EGFSL. The views and opinions expressed in this document may or may not 
match or may be contrary with the views, estimates, rating, and target price of the research published by any other analyst or by associate entities of 
EGFSL; our proprietary trading, investment businesses or other associate entities may make investment decisions that are inconsistent with the 
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise 
to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information regarding our relationships 
with the company or companies that are the subject of this material is provided herein. All material presented in this report, unless specifically indicated 
otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or 
distributed to any other party, without the prior express written permission of EGFSL . All trademarks, service marks and logos used in this report are 
trademarks or registered trademarks of EGFSL or its affiliates. The information contained herein is not intended for publication or distribution or circulation 
in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise 
expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities 
and Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to 
be reliable, although its accuracy and completeness cannot be guaranteed. 

This report has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research report relating 
to any issuer/subject company.  

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 

Disclaimer for U.S. persons only: Research report is a product of Emkay Global Financial Services Ltd., under Marco Polo Securities 15a6 chaperone 
service, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are 
resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject 
to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority 
(FINRA) or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 
appearances and trading securities held by a research analyst account.  

This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the 
Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report 
is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may 
not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from 
registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional 
Investors. Emkay Global Financial Services Ltd. has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. 
("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer. 

This report is intended for Team White Marque Solutions  (team.emkay@whitemarquesolutions.com) use and downloaded at 08/25/2025 05:32 PM
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RESTRICTIONS ON DISTRIBUTION 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. Except otherwise restricted by 
laws or regulations, this report is intended only for qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of 
such jurisdictions. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial 
instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official 
confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom.  

 

ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL) 

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and 
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, 
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the 
content of this research report, in part or in whole, certifies that he or his associated persons1 may have served as an officer, director or employee of the 
issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate 
investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the 
issuer or the new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate may have Financial 
Interests2 in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any 
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