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Recommendation ACCU
CMP (INR)     221.15
Target Price (INR)     240.00

Key Data

Bloomberg NACL@IN
Reuters Code NALU.BO
BSE Code 532234
NSE Code NATIONALUM
Face Value 10.00
Market Cap. (INR bn)     142.49
52 Week High (INR)     334.95
52 Week Low (INR)     185.00

Scrip Scan

Equity Rs.bn  6.40
FY07E EPS       32.06
FY08E EPS       30.05

Shareholding (31.12.06) (%)

Promoters       87.15
FIIs        1.82
FIs        6.90
Public        4.13
Grand Total     100.00

Highlights for the quarter
➚ Alumina production at 382200MT was better than expectations

and rose by 12.7% q-o-q. Alumina realizations were down 34%
q-o-q and increased by 0.03% y-o-y. EBIT margins stood at 62.6%
compared to 59.2% in the previous year.

➚ Aluminium metal production declined by 1.3% y-o-y and
realizations rose by 9.1% q-o-q and 23.9% y-o-y. EBIT margins
improved to 31% from 26.5% last year on the back of strong
realizations.

➚ Total revenues for the quarter registered a growth of 10.1%
y-o-y at Rs.15880.7mn. EBIDTA margins were 53.2% as against
46.1% last year. Net profit at Rs.5726mn grew by 45.7% y-o-y.

➚ The second phase of aluminium expansion is moving as per
schedule and is likely to increase refining capacity from 1.58mn
tonees to 2.1mn tonnes and smelting capacity from 0.34mn
tonnes to 0.46mn tonnes.

Valuation:
Nalco performance was mainly driven by higher average aluminium
realizations. The strong outlook of aluminium prices for Q4FY07
and the improvement in alumina prices is likely to maintain the
growth momentum for the company. At the CMP of Rs.221.15, the
stock is trading at 6.9x FY07E and 7.4x FY08E. We recommend
“ACCUMULATE” and maintain a one-year target price of Rs.240.

Industry : Metals CMP : Rs.221.15

Price Target : Rs.240 Accumulate
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Quarterly Performance (Rs.mn)

Q3FY07 Q3FY06 Q2FY07 9mFY07 9mFY06
Revenues     15,880.7     14,425.9     15,826.5     32,034.7     22,216.8
% Change (yoy)            10.1              44.2  
Operating Expenses       7,431.5       7,780.9       7,075.5     13,940.2     12,732.6
EBIDTA       8,449.2       6,645.0       8,751.0     18,094.5       9,484.2
% Change (yoy)            27.2              90.8  
EBIDTA Margin (%)            53.2            46.1            55.3            56.5            42.7
Interest                 -                 -                 -                 -                 -
Depreciation          744.0          918.6          771.2       1,558.0       1,974.7
Other Income          978.3          544.5       1,014.3       1,848.2          879.9
PBT       8,683.5       6,270.9       8,994.1     18,384.7       8,389.4
Tax       2,957.5       2,340.6       3,044.1       6,211.7       2,753.4
PAT       5,726.0       3,930.3       5,950.0     12,173.0       5,636.0
% Change (yoy)            45.7            116.0  
Net Profit Margin (%)            36.1            27.2            37.6            38.0            25.4
Equity       6,443.1       6,443.1       6,443.1       6,443.1       6,443.1
EPS               8.9               6.1               9.2             18.9               8.7
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Income Statement

(Rs.Mn)

FY05 FY06 FY07E FY08E
Revenues        44,399.9        52,958.8        59,303.2        56,815.8
% Ch. YoY               33.0               19.3               12.0               (4.2)
Total Expenditure        22,832.5        27,111.8        27,576.0        26,078.4
% Ch. YoY               17.8               18.7                 1.7               (5.4)
% of total sales               51.4               51.2               46.5               45.9
Raw Materials          4,029.0          4,671.5          4,151.2          3,863.5
Excise Duty          3,160.3          4,354.6          5,337.3          5,113.4
Power & Fuel          7,583.4          9,378.4          8,302.5          7,386.1
Other Manufacturing Expenses          2,768.2          3,318.9          3,676.8          3,693.0
Employee Cost          2,899.9          3,314.5          3,439.6          3,408.9
Selling and Admn Exp          2,374.1          2,366.1          2,668.6          2,613.5
Miscellaneous Exp               17.6            (292.2)                   -                   -
Operating Profit / PBDIT        21,567.4        25,847.0        31,727.2        30,737.3
% Ch. YoY               54.0               19.8               22.8               (3.1)
% of total sales               48.6               48.8               53.5               54.1
Interest             606.1                   -                   -                   -
% Ch. YoY             (48.7)
PBDT        20,961.3        25,847.0        31,727.2        30,737.3
Depreciation          4,610.8          3,772.4          3,230.0          3,400.0
% Ch. YoY                 5.0             (18.2)             (14.4)                 5.3
PBT before Other Income        16,350.5        22,074.6        28,497.2        27,337.3
Other Income          2,352.2          2,221.8          2,800.0          2,000.0
% Ch. YoY               20.3               (5.5)               26.0             (28.6)
PBT after Other Income        18,702.7        24,296.4        31,297.2        29,337.3
Tax          6,354.3          8,674.4        10,641.1          9,974.7
% Ch. YoY             101.5               36.5               22.7               (6.3)
% of PBT               34.0               35.7               34.0               34.0
APAT        12,348.4        15,622.0        20,656.2        19,362.6
% Ch. YoY               70.6               26.5               32.2               (6.3)
% of total sales               27.8               29.5               34.8               34.1



November 16, 2006 168 Result Update

Balance Sheet

(Rs.Mn)

FY05 FY06 FY07E FY08E
SOURCES OF FUNDS
Equity share capital        6,443.1      6,443.1      6,443.1       6,443.1
Reserves & Surplus      40,535.0    52,483.6    67,793.3     84,514.4
Equity share holders funds      46,978.1    58,926.7    74,236.4     90,957.5
Deferred Tax Liability        6,524.5      6,417.3      7,230.0       7,450.0
Capital Employed      53,502.6    65,344.0    81,466.4     98,407.5

APPLICATION OF FUNDS
Gross Block      87,845.5    89,612.2    99,612.2   111,612.2
Less: Depreciation      46,455.5    50,167.1    53,397.1     56,797.1
Net Block      41,390.0    39,445.1    46,215.1     54,815.1
Capital WIP        2,066.1      2,321.6    12,000.0     16,000.0
Investments                 -               -               -                -
Inventories        5,290.6      5,915.8      5,930.3       5,681.6
Sundry Debtors           928.1         294.2      1,156.4       1,136.3
Cash & Bank Bal        7,552.1    21,937.1    23,324.9     26,952.4
Loans & Advances        4,339.6      4,831.7      1,940.0       1,940.0
Curr Assets, Loans & Adv      18,110.4    32,978.8    32,351.6     35,710.3
Curr Liabilities        6,162.5      6,073.3      5,811.7       4,829.3
Provision        1,901.4      3,328.2      3,288.6       3,288.6
Curr Liab & Prov        8,063.9      9,401.5      9,100.3       8,118.0
Net Current Assets      10,046.5    23,577.3    23,251.3     27,592.3
Miscellaneous Exp                 -               -               -                -
Total Assets      53,502.6    65,344.0    81,466.4     98,407.4
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Ratios

FY05 FY06 FY07E FY08E
Valuation
EPS (Rs.)             19.2            24.2            32.1            30.1
CEPS (Rs.)             26.3            30.1            37.1            35.3
BVPS (Rs)             72.9            91.5          115.2          141.2
PER (x)             11.5              9.1              6.9              7.4
PEG (x)               0.2              0.3              0.2            (1.1)
P/CEPS (x)               8.4              7.3              6.0              6.3
P/BV (x)               3.0              2.4              1.9              1.6
EV/EBITDA (x)               6.6              5.5              4.5              4.6
EV/Net Sales  (x)               3.2              2.7              2.4              2.5

Growth (%)
Net Sales             33.0            19.3            12.0            (4.2)
Adjusted Net Profit             70.6            26.5            32.2            (6.3)
EBITDA             54.0            19.8            22.8            (3.1)
EPS             70.6            26.5            32.2            (6.3)
CEPS             45.8            14.4            23.2            (4.7)
Gross Fixed Assets               8.5              2.0            11.2            12.0
Capital Employed               6.6            22.1            24.7            20.8

Profitability
ROCE (%)             40.3            39.6            38.9            31.2
ROE (%)             26.3            26.5            27.8            21.3
EBIDTA Margin (%)             48.6            48.8            53.5            54.1
EBDTA Margin (%)             47.2            48.8            53.5            54.1
Net Profit Margin (%)             27.8            29.5            34.8            34.1
Tax/PBT (%)             34.0            35.7            34.0            34.0

Turnover
Avg. Collection Period (Days)               8 2              7              7
Avg. Payment Period (Days)           731          735          800          767
Net Fixed Assets (x)               1.1              1.3              1.3              1.0
Total Assets (x)               0.8              0.8              0.7              0.6

Basic Data
Sh. Price           221.2          221.2          221.2          221.2
Market Capitalisation (Rs.mn)    142,489.2   142,489.2   142,489.2   142,489.2
Enterprise Value (Rs.mn)    142,489.2   142,489.2   142,489.2   142,489.2
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Disclaimer: This document has been prepared by Networth Stock Broking Ltd. (NSBL). NSBL is a full service, integrated investment
banking, portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment
banking 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. NSBL 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 act as advisor or
lender / borrower to such company (ies) 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 NSBL 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. NSBL reserves the right to make modifications and alterations to this statement as may be required from time to time.
However, NSBL is under no obligation to update or keep the information current. Nevertheless, NSBL 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
NSBL 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 holding in stock: no.
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