Company Background

Hindalco Industries Ltd. (Hindalco), the flagship company of Aditya Birla
Group, is an industry leader in aluminium & copper. It is one of the power
house of metals & is considered as the world’'s largest aluminium rolling
company, one of the biggest producers of primary aluminium in Asia & the
world's largest custom smeleter in Copper at a single location.

Outlook of Aluminium & Copper Sector

=

India caters to about 3% of the world's aluminium demand of 31.9 mn
tn. India ranks 5" largest in bauxite with deposits of about 3 bn tn or
5% of world's deposits. It serves as a ready market for perpetually
aluminium demanding nations like China.

Primary aluminium consumption rose by 9.9% in August 07 to 103,705
tn, in cumulative terms it increased by 11% to 51 mn tn.

The key consumer for aluminium industry are power, transportation,
consumer durables, packaging & construction of which power sector a
sector in domestic demand, is the highest consumer contributing 44%,
followed by infrastructure, a priority sector with 17%, transportation
about 10-12%, along with automobile sector which also showed a
robust growth in car passenger sales (increased by 25%) & motor cycle
market (which showed a sharp growth of 14%).

The growing demand of aluminium is highly supported by the
government’s electricity program as well were it is used in overhead
high power transmission wires. Govt sector consumes about 31% of
the total aluminium produced & is estimated to grow by more than 10%
in future were its requirement could grow to 1.6 MT in the coming few
years due to planned electrification program.

India exports more than 82,000 tn of aluminium annually. Aluminium
demand tends to push back the supply owning to global increase in the
aluminium production. It is expected that in the near future China will
be the chief importer due to robust growth in its consumption; western
countries also would not lie behind for consumption.

Copper is the key sector having an impact on Indian economy as it has
a number of applications across several sector like telecom, power,
construction, handicrafts, engineering, consumer durables etc.

Demand for copper is likely to continue which could touch a double
digit figure as compared with about 5% globally, while in India it is has
grown by 15% annually.

India has an installed capacity to manufacture around 100 mn tn
copper a year, while the domestic demand is just 50 mn & the rest is
being exported.

Copper smelter production recorded a string growth in FY 06-07,
despite the tight concentrates market & low Tc/Rcs. In the CYO08 it is
expected that a new capacity of copper production would go on stream.
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Market Data

52 Wk Range (INR) 1 223/135
Shares in Issue (mn)  : 1159.3

Mkt. Cap (INR bn) . 236.15

BSE 2 Wk Avg Volume : 968215

Share Holding Pattern (%)

Promoters ;3142
MFs, Fls & Banks : 15.09
Flls 1 13.04
Others : 40.45

Investment Theme

Hindalco is on massive expansion plan of
its aluminium business with capacities to
increase by 3 fold in the next 3-4 years.
Its expansion of Greenfield & Brownfield
projects will help it increase it production
capacity to ~1.5 mn tpa. Its copper unit at
Dahej is the world’s largest single location
custom supplier copper smelter with a
capacity of 0.5 mn tpa. Acquisition of
Novelis gives Hindalco an instant access
to world class technology for its rolled
products. Most of the projects are to go
on stream from FY09 which shows its
growth visibility.

Expect a Blast in the Furnace soon
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Financial Updates Aluminium to set a new business

= March ended 08-09 (Standalone Figures)

For the Mar 08, the company’s Net Sales touched INR 192,010 mn up
by nearly 5%. The Company however showed a Net Loss of 12% to
INR 23,202 mn in comparison to previous FY. It EPS was around INR
21.9 as against INR 24.6 in last FY.

40Q FY08

For 4Q FY08, Hindalco reported a Net Sales of INR 50,102 mn as
against INR 47,489 mn an increase of 5.5%. It Net Profit was INR
5,363 mn in comparison to previous year quarter to INR 7,213 mn. Its
EBIDTA was INR 7,967 mn registering a downtrend of 620bps.
Decrease in revenues was mainly due to increase in power & fuel cost,
high staff expenses. Its Aluminium segment sales decline by 9% while
copper sales volume showed some positive figures.

Key Highlights
= Strong business background

Hindalco enjoys a leadership position for its aluminium & copper
business in India. It is one of the largest aluminium rolling company in
the world & also one of the biggest producers of primary aluminium in
Asia with its speciality in aluminia, primary aluminium & various
downstream products. The company is also one of the world's largest
copper smelter unit located at Dahej, Gujarat with 0.5 mn tpa capacity
& that too at a single location.

Tie-up with NLC

Hindalco, the country's biggest metal company has formed a JV with
state-owned Mahanadi Coal & Neyveli Lignite Corporation to develop
coal blocks for its thermal power project at its own captive power plant,
as a part to feed its new aluminium project. It is expected that the
group could have 15% stake in the JV, with 70% holding will remain
with the Coal India-subsidiary MLC & the rest 15% with Neyveli.

Likely to acquire copper mines

Hindalco has planned to purchase copper mines from abroad having its
eye on the various countries like South America, Colombia, Peru &
Argentina. With this acquisition the company has further planned to
hike supply from its copper mines to meet 60% of its requirements from
the current situation where it only supplies 40%. The company is also
looking for reserves in the field of good quality bauxite.

Metal king likely to enter the car market

Hindalco, the country's largest aluminium company has a strategic plan
to enter the car market for supplies, which has been so far dominated
only by steel manufactures. The company will be soon preparing the

different products for various segments of cars as a part of an
integration process soon after the acquisition of Novelis (a USD 6 bn
company). Hindalco will now make use of the Novelis Fusion
Technology, a new process that simultaneously casts multiple alloy
layers into a single aluminium rolling, ingot which is used in making
lighter cars. Steel content in the car is currently estimated to be 60% of
the total metal used in making the body of the car products which could
be a beneficiary point for the company.

India has a huge reserves of high grade
bauxite & it caters to about 3% of the
world aluminium demand of 31.9 mn tn.
There is wide boom in the power &
automotive sector which has translated
the future of the aluminium sector from
bearish phase to bullish phase. This
sector is gaining more attraction due to
expected rise in prices on account of
increased demand from China & Europe.
The outlook of this sector seems could be
much improved for Indian Companies
because their competitors China & South
Africa have restricted output growth due

to shortage of power.

In China, the electricity supply balance is
expected to tighten more & tariff discount
to smelters have been removed due to
which companies in China have limited
their production of aluminium. Companies
in China have decided to reduce their
aluminium capacity output by more than

0.6 mn tn following power shortage.

Further BHP Biliton, which has a 1.3 mn
tn aluminium capacity in South Africa, has
recently decided to reduce its aluminium
output by 120,000 tn for CY08 due to
power shortage in South Africa

This would lead imbalance in global metal
industry. Consequently, an average LME
aluminium prices increased 12.2% QoQ
to USD 2761 during Q4FY08, due to fall
in the global aluminium production & the
subsequent drop in its supply. On the
other hand major aluminium players are
on the expansion mode. The aluminium
production which at the current stage is 1
mn tn p.a. is expected to further rise to 4
mn tn p.a. with an annual investments of
INR 1,000 bn by various aluminium
companies. Demand for aluminium is
expected to grow by 6-8% over the next
few years. Hindalco has a beneficiary
point Novelis in its fold, but it had not
started to show its true colours yet.
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Key Highlights (contd..) Company’s expansion projects

= Joining hand with the giant player

The AV Birla flagship Hindalco & the giant player in the power sector
Tata Power Company would jointly develop a coal block in Jharkhand
which will help both the companies in their up coming projects, by the
way of supplying them with their related raw materials. The two of the
companies will form a JV for the development of the mines, in which
Hindalco will hold 70% of the venture. The Jharkhand government has
recently allotted the mines for their projects.

JV team deals with Airbus & Boeing

Hindalco-Almex Aeropsace (HAL), the JV team which manufactures
specialty aluminium for the aerospace industry, has bagged a deal with
the major aerospace suppliers Airbus & Boeing for its products used in
their projects. This JV is likely to be 70:60 partnerships between
HINDALCO & US based company Almex having its estimated plant of
INR 1.5 bn. This plant is about to start in the CYO08 having an initial
capacity of 12,000 tons & which would later be increased a capacity of
46,000 tons p.a.

HINDALCQ's valuable acquisition

Hindalco Industries Ltd completed its bid to acquire Utkal Alumina a JV
with Alcan, which the company agreed to buy out 45% stake in the
Canadian company. With this take over, Utkal Alumina is now 100%
subsidiary of the company. It is expected that Hindalco & Alcan are
jointly building a project with an estimated initial capex of INR 45,000
mn in which the Birla group could have 55% stake. This acquisition
could be a valuable concern for HINDALCO as this could give an
ownership of 195 mn tn of high grade bauxite (raw material used for
making aluminium metal)

Novelis to play a key role for HINDALCO

Hindalco recently acquired aluminium player Novelis for USD 6 bn
which holds 19% market share in global's aluminium rolled products.
With this Hindalco will become a global integrated aluminium producer
along with producing it at a low cost. Although Hindalco is considered
as one of the lowest cost producer of aluminium in the world & this

acquisition will help it to become a globally strong player. Novelis has
been one of the major suppliers of high grade aluminium to one of the
giant automobile industry Jaguar & Land Rover along with accessing
valuable customers like General Motors & Coca Cola. Although steel
has been widely used in high end cars, the world's major car industries
are now adopting a turnaround strategy by substituting aluminium in
cars, as it helps to lighten body weight. By adopting this option the car
makers are now trying to sustain a long relationship with their suppliers
which would directly help Hindalco to gain more clients & to increase
this useful business. Novelis has been the leading supplier to most of
the top auto companies & is the only one in North America & Europe for
supplying of its related raw materials It would also help Hindalco to
emerge as one of the biggest rolled aluminium products maker & one of
the fifth largest integrated aluminium manufacturer across the globe.
Novelis international presence will help Hindalco in spreading its wings
in international markets as well.

Muri: The company is likely to expand the
production capacity of Muri Alumina
refinery from current 111,000 tpa to
450,000 tpa. The production from this
expanded facility

is expected to be

stepped up from CYO08.

Belgaum: The allotment of the lease for
bauxite mines for expansion of the
alumina refinery capacity at Belgaum,
Karnataka from 350 ktpa to 650 ktpa is

still awaited.
This
project which encompasses 1-1.5 mtpa

alumina refinery, 260,000 to 325,000 tpa

smelter & 750 MW captive power plant is

Aditya Aluminium: integrated

on its way as being planned. The smelter
is expected to be commissioned by March
2011 & refinery by May 2011.

Mahan: This project with a smelter
capacity of 325 ktpa & captive power
plant (CPP) of 750 MW is on schedule.
The company along with Essar Group has
been allocated a coal block for its
requirement of CPP, whose production in
likely to start by October 2009. The
smelter is expected to roll out by

September 2012.

Latehar: Tubed coal mine have been
allocated jointly with Tata Power for this
project with a smelter capacity of 325 ktpa
& Captive Power Plant of 750 MW & it is

to be commissioned by March 2010.

Utkal: Wok on Utkal Alumna's 1.5 mtpa
alumina refinery is on its way. Mining
activities is likely to start by March 2009 &
commissioning to be expected by March
2010.

Hindalco (15%) along with Mahanadi
Coalfields Ltd. (70%) & Neyvelli Lignite
Corporation Ltd. (15%) coal blocks has
been allocated to the Talabira Il & Il for
jointly developing & mining coal for

captive consumption.
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Key Highlights (contd....)

= Divisional performance

Aluminium division: The performance of the Aluminium was affected
mere due to 11% drop in metal realisation & sharp increase in its
related raw material costs. Its Net Sales reported a 4% negative
change while divisional EBIT fell by 31% for Q4 FYO08, while EBIT
Margin were 29% versus 39% on Y-0-Y basis. Actual sales volumes
increased by 7% in FY08 as against FY07. The domestic Aluminium
industry has grown by only 7% in FYQ7 as against 20% in FY06. One
positive aspect is its high increase in sales volumes of some of its
value added products.

Volumes Revenues
Sales QAFY08 | Q4FY07 | Chg% Q4FY08 | 4QFY07 | Chg %
Alumina 62,197 86,428 (28.0) 1,530 1,970 (22.3)
Prim. metal 41,394 41,531 (0.3) 4,650 5,370 (13.4)
Wire Rod 18,370 17,439 5.3 2,190 2,330 (6.0)
Roll prod 47,055 45,860 2.6 6,080 6,920 (12.1)
Extrusions 10,962 10,429 5.1 1,640 1,710 (4.1)
Foils 7,492 5,949 25.9 1,570 1,320 18.9
Wheels 43,532 46,118 (5.6) 90 100 (10.0)
Others - - - 810 700 (15.7)

(Q4FYO08 Aluminum division-performance)

Copper Division: For the Q4 FY08 its Copper business reported a Net
Sales of INR 31,550 mn increasing by 16%, EBIT was INR 1,710 with its
EBIT margins to 5.4% versus 5% in 4Q FYQ7. Its Cathode production
rose by 12% to 324 KT for FY08, while Continuous Cast Rod production
rose by 28% to 140 KT. Its EBIT grew by 25% on the back of higher
production in domestic sales plus by its value added products.

Volumes Revenues
Sales Q4FY08 | Q4FY07 Chg% Q4FY08 | 4QFYO07 Chg%
Cu cathode | 49,131 51,275 (4.2) 15,350 13,910 10.4
CC Rods 35,179 31,039 13.3 11,630 8,680 34.0
DAP/NPK 43,666 54,389 (19.7) 770 840 (8.3)
H,SO, 203,817 153,789 | (32.5) 660 130 407.7
Gold 1,941 3,041 (36.2) 2,060 2800 (26.4)
Silver 16,326 19,227 (15.1) 340 360 (5.6)
Others - - - 740 380 94.7

(Q4FY08 Copper division-performance)

Key Financials

Year Ended 31°

Revenue (INR mn) 98584.2 116902 188107
Rev. growth (%) 52.77 18.58 60.91
EBITDA (INR mn) 26039.7 28220.5 42954.4
Net profit (INR mn) 13293.6 16555.5 25643.3
Shares outstanding (mn) 92.78 1159.3 1159.3
EPS (INR) 143.3 14.3 221
EPS growth (%) 57.95 (90.03) 54.89
P/E (x) 0.4 5.7 5.3
EV/ EBITDA 35 34.9 33.1
ROCE (%) 18.6 17 21.6

Novelis An inside story

Aditya Birla Group's owned flagship
company Hindalco Industries Ltd, has
acquired an Atlanta Based firm Novelis
Inc. for an estimated figure of USD 6.0
bn. However the company will pay USD
44.93/share in cash for Novelis stocks &
assuming to pay around USD 2.4 bn in
the way of debt. Novelis is a global leader
in aluminium rolled products & aluminium
can recycling, having a share of 19% in
global market, while Hindalco has 60%
share in Indian market for its rolled
products. In 2006 its shipments mainly
include Beverage Cans (45%), Construct.
/ Industrial (18%), Foil / Packaging (17%),
Transportation (9%), Litho (3%) & Others
(7%). Novelis produces as estimated
around 19%

aluminium

of the world's flat rolled
products  with annual
production capacity of 2.8 mn tn & with its
presence in more than 11 countries.
Novelis is also a world leader in recycling
of used aluminium beverage cans, as it
recycles more than 35 bn cans annually.
It is No. 1 rolled products producer in
Europe, South America & Asia & ranks
No. 2 producer in North America. Through
its advanced production capabilities, it
supplies aluminium sheets & foils to the
automotive & transportation industries,
beverage & food packaging, construction
& industrial & printing markets. Novelis
incurred a Net loss of USD 151 mn for the
first quarter of FY08, as compared to Net
Income of USD 6 mn during the same

period a year ago.

Novelis Regional Overview

Country Sale | Market | Shipnts
Name (mn) | Positn (KT)
N.America | 3721 #2 1209
Europe 3851 #1 1086
Asia 1711 #1 505
S.America | 889 #1 313

(Source: Company data)
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Financial Statements

Income Statement

(INR mn)

Year ended 31" % Chg % Chg

Total Sales + Excise 104637.1 124834.3 19.30 198804.8 59.25
Other Income 3518.8 2891.2 (17.84) 5386.9 86.32
Change in Stocks 2556.5 10363.0 305.36 4438.8 (57.17)
Raw Material Con. 49176.6 69268.0 40.86 115866.6 67.27
Employee Exp. 4131.2 5868.9 42.06 6661.3 13.50
Excise 9571.7 10823.5 13.08 16084.7 48.61
Other Exp. 21793.2 23907.6 9.70 27063.5 13.20
Operating Exp. 82116.2 99505.0 21.18 161237.3 62.04
Operating Profit 22520.9 25329.3 12.47 37567.5 48.32
Total Interest 1649.6 1996.7 21.04 1829.1 (8.39)
Gross Profit 24390.1 26223.8 7.52 41125.3 56.82
Net Depreciation 4632.6 5166.8 11.53 5528.0 6.99
Total Taxation 6463.9 4501.5 (30.36) 9954.0 121.13
Net Profit/Loss 13293.6 16555.5 24.54 25643.3 54.89
Four Years Balance Sheet (INR mn)

Balance Sheetason31* | Maroa]  Mar05]  Maroe] _ Mar07]

SOURCES OF FUNDS 94225.0 114665.9 144866.4 197659.2
Equity Share capital 924.8 927.8 985.7 1043.2
Share Application Money 0.0 0.0 31.0 4.0
Preference Share Capital 0.0 0.0 0.0 0.0
Reserves & Surplus 67654.2 75738.1 95076.9 123137.1
Loan Funds 17259.4 29523.4 28480.4 64102.1
Unsecured Loans 8386.6 8476.6 20292.4 9372.8
USES OF FUNDS 94225.0 114665.9 144866.4 197659.2
Gross Block 66367.1 86326.6 102279.5 109767.7
Less : Revaluation Reserves 0.0 0.0 0.0 0.0
Less : Accumulated Depreciation 19112.1 30517.9 34844.5 40028.6
Net Block 47255.0 55808.7 67435.0 69739.1
Capital Work in Progress 4676.6 13229.8 8329.2 14764.2
Investments 33772.1 37021.5 39713.0 88047.8
Net Current assets
Current Assets 29119.1 44764.4 73151.0 77167.2
Less : Current Liabilities 20745.0 36479.0 44214.7 52418.8
Total Net Current Assets 8374.1 8285.4 28936.3 24748.4
Misc. Expenses not written 147.2 320.5 452.9 359.7
NOTE
Bk Val Unguoted Investments 31357.7 34587.2 36896.2 76670.8
Mkt Val. Quoted Investments 16902.0 8025.9 14002.3 51592.8
Contingent Liabilities 24754.6 22300.7 22594.4 14481.1
Dividend (%) 165 200 220 170
y 4
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Quarterly Income Sheet (INR mn)
Net Sales 47489.0 46779.0 49597.0 45317.0
Cost Of Sales 33438.0 34339.0 37242.0 34611.0
Operating Profit 14051.0 12440.0 12355.0 10706.0
Recurring Income 1233.0 1246.0 1098.0 1143.0
Adjusted PBDIT 15284.0 13686.0 13453.0 11849.0
Financial Expenses 577.0 562.0 632.0 622.0
Depreciation 1451.0 1428.0 1446.0 1460.0
Other Write Offs 0.0 0.0 0.0 0.0
Adjusted PBT 13256.0 11696.0 11375.0 9767.0
Tax Charges 2366.0 2070.0 1809.0 1640.0
Adjusted PAT 10890.0 9626.0 9566.0 8127.0
Non Recurring ltems (97.0) 0.0 0.0 0.0
Other Non Cash Adjust 3580.0 3597.0 3138.0 2700.0
Net Profit 7213.0 6029.0 6428.0 5427.0

52 WKk — Index Relative Percentage Appreciation
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Hindalco with Sensex

Risks Associated

The metal companies revenues fluctuates mainly due to changes in commodity price changes from
international as well as domestic environment while exchange rates & interest rates are other two concerns for
these companies. Commodities prices are also affected due to high increase in power costs thus increasing
their capital costs. Delays in completion of the projects or expansion mode could also cost high expenditure.
Adverse changes in the currency exchange rates could have a negative effect on the financial results & the
competitiveness of various metals products could also affect the companies. Low cost metals offered from
international players could one of the biggest risks for the domestic players.

In a Nutshell

Hindalco, the flagship company of the Aditya Birla group is one of the largest aluminium rolling company in the
world & also one of the biggest producer of primary aluminium along with having the world's largest copper
smelter. It has established itself as one of the global intergrated aluminium producer wilth low cost alumina &
aluminium production facilites by acquiring Novelis, one of the biggest global player in aluminium section for
USD 6 bn. The company along with Mahanadi Coal & Neyveli Lignite Corporation has enetred into a JV for its
related projects of an estimated amount of USD 1.8 bn which includes projects like 1 MT alumina refinery, a 25
mn tn aluminium smelter & 660 MW captive power plant. Recently Hindalco captured a 100% stake in Utkal
Alumina which will give it the ownership of 195 mn tn of high grade bauxite. Its has also planned to expand
alumina capacity at Muri & Hirakud. In the present situation world metal markets are facing problem with the
main competitors China & South Africa are facing power shortages which is likely to affect their production

facilities of aluminium, which is a positive sign for the Indian aluminium companies. =)
( ENDIRA
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Rating Interpretation
Buy . Expected to appreciate more than 20% over 12-months Reduce : Expected to depreciate up to 10% over 12-months
Accumulate : Expected to appreciate up to 20% over 12-months Sell . Expected to depreciate more than 10% over 12-months
Trade Buy : Expected to appreciate more than 10% over 45-days Trade Sell : Expected to depreciate more than 10% over 45-days
Disclaimer

This document has been prepared by Indira Group of Companies (Indira). Indira and its associate companies are a full fledged retail and institutional broking group. Our research analysts and sales
persons provide important input into our investment broking activities. This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction. The information contained herein is from publicly available data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it
should not be relied on as such. Indira or any of its affiliates shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. This document is provided 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. Each recipient of this document should make such investigation 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 his own advisors to determine the merits and risks of such investment. The
investment discussed or views expressed may not be suitable for all investors. We and our affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in,
and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or have
other potential conflict of interest with respect to any recommendation and related information and opinions. This information is strictly confidential and is being furnished to you solely for your
information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose.
This report is not directed 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, regulation or which would subject Indira and affiliates to any registration or licensing requirements within such jurisdiction. The
distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about and observe, any such
restrictions. The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. Indira reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Indira is under no
obligation to update or keep the information current. Nevertheless, Indira is committed to providing independent and transparent recommendation to its client and would be happy to provide any
information in response to specific client queries. Neither Indira nor any of its affiliates, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect,
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. 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. Analyst does not have any holding in this stock.
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