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Result Highlights  
Sesa Goa’s Q4 FY08 results exceed our expectations. The company reported 108.1% yoy 
sales growth, to Rs17,050m due to 9% growth in sales volume and 98% increase in price 
realization of iron ore.  The EBIDTA increased 211.8% yoy, to Rs12,068m, while the margins 
improved by 2355bp. PAT grew 207% yoy, to Rs 8138m.  

Result Analysis 
The company reported 108.1% yoy sales growth, to Rs17,050m due to 9% growth in sales 
volume and 98% increase in price realization of iron ore. EBIDTA margins improved by 
2355 bp due to 98% increase in iron ore prices, 50% increase in met coke and 80% increase 
in pig iron prices. Met coke division turned around and reported an operating profit of 
Rs471m; a year ago it had operating losses of Rs25m.  

Outlook & Valuations 
We expect that demand for steel will continue to be robust and so demand for iron ore will 
continue to remain strong giving helping iron ore and met coke prices to remain firm. In 
fact we expect about 20% increase in iron ore prices and met coke prices for FY09E due to 
robust demand from steel industry. We are revising our earnings estimates for FY09E 
upwards by 10% from our earlier estimates due to 25% volume growth and better price 
realization. At the CMP of Rs4172, the stock trades at 6.6x FY09E revised EPS of Rs.632 and 
at 5.4x FY10E EPS of Rs.778 which we feel to be cheap. We reiterate Buy.  

Y/E March (Rs mn) Q4FY07 Q3FY08 Q4FY08 QoQ(%) YoY(%) FY07 FY08 YoY(%)

Net Sales 8,195                    11,724                 17,050                 45                           108                        22,179                 38,226                 72                           
Total Expenditure 4,325                    4,485                    4,983                    12,826                  15,522                  
  Stock Adjustment 507                        181                        45                          126                        (383)                      
 Pur of RM 653                        458                        670                        2,471                    2,779                    
  Employee Expenses 153                        128                        171                        637                        685                        
  Consumption of store 378                        320                        358                        1,359                    1,353                    
  Inland transport contracts 1,028                    1,071                    1,575                    3,587                    4,136                    
  Other services 417                        579                        641                        1,290                    1,894                    
  Purchase of ore 564                        1,093                    637                        2,060                    2,370                    
Export duty 335                        379                        486                        335                        1,591                    
  Other Expenses 290                        275                        400                        961                        1,096                    
Raw material as % of sales 24.3                           17.5                           10.0                           -747 bp -1424 bp 27.1                           16.0                           -1112 bp
Inland transport as % of sales 13.0                           9.1                              9.2                              16.2                           10.8                           

Employee expense as% of sales 1.7                              1.1                              1.0                              2.9                              1.8                              
EBITDA 3,870                    7,239                    12,068                 67                           212                        9,353                    22,704                 143                        
% Margin 47.2                        61.7                        70.8                        903 bp 2355 bp 42.2                        59.4                        1722 bp
Other income 127                        165                        273                        451                        744                        
PBDIT 3,997                    7,404                    12,341                  9,804                    23,448                  
Interest 0                             0                             0                             3                             0                             
PBDT 3,997                    7,404                    12,340                  9,801                    23,448                  
Depreciation 118                        111                        158                        392                        500                        
Less:cost recovered (91)                         (97)                         (113)                      (250)                      (301)                      
PBT 3,970                    7,391                    12,295                  66                          210                        9,659                    23,249                  141                        
Tax 1,319                    2,464                    4,157                    3,147                    7,760                    
etr (%) 33.3                           33.3                           33.8                           32.6                           4,157                        
Reported Profit After Tax 2,651                    4,927                    8,138                    65                          207                        6,512                    15,489                  138                        
  Minority interest 1                             -                         20                          49                          73                          
Adj. PAT 2,650                    -                         8,118                    6,463                    15,416                 139                        
NPM (%) 33.2                        42.0                        47.7                        571 bp 1454 bp 29.4                        40.5                        1116 bp

Source: Company, Centrum Research

 Table 1: Q4FY08 Results                        

CMP Rs 4,172* 
 

Key Data   

Bloomberg Code SESA IN 

Reuters Code SESA.BO 

Current Shares O/S (mn) 39 

Diluted Shares O/S(mn) 39 

Mkt Cap (Rs bn/US$ mn) 121.6/3.0 

52 Wk H / L (Rs) 4,260/1,550 

Daily Vol. (3M NSE Avg.) 213,830 

Face Value (Rs) 10 

1 USD = Rs 40.2   

Source:  Bloomberg  ; * As on April 28, 2008 

Price Performance (%)  

  1M 6M 1Yr 
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Key Highlights 
 

Future ahead 
The company is confident of achieving 25-30% volume growth in FY09E. We believe that 
company would be selling about 15.5mt of iron ore in FY09E. The company has changed 
its strategy. Previously it used to sell about 75% by long term contracts and 25% in spot 
market. Now it has decided to change the strategy and sell more in spot (60% in spot 
market) and less in contract (40% in contract). This way, the company’s average realization 
is expected to improve significantly as we believe that iron ore prices are going to remain 
firm due to robust demand which in turn will directly add to the bootmline as the costs 
remain almost fixed.   

Bonus & stock split 
The company has announced 1:1 bonus for share holders and also announced the stock 
split in the ratio of 10:1. The Rs.10 face value stock will split into 10 shares of Rs.1 face 
value. The record date is not decided but this will improve liquidity of the stock. 

Concerns 
There are concerns that export duty on iron ore will be increased to ad valorem rate of 
10% from the current fixed rate of Rs.50-300/T.  

The other concern is that royalty on iron ore would be increased to ad valorem rate of 10% 
from the current fixed rate of Rs.16-27/T depending on the grade. 

As per our estimates, even considering the impact of hike in both the duties we still 
believe that net price realization for the company would be higher by 22% yoy. So we 
don’t see any concern on that front. 

Valuation and recommendation 
We are revising our earnings estimates for FY09E upwards by 10% from our earlier 
estimates due to 25% volume growth and better price realization. At the CMP of Rs 4172, 
the stock trades at 6.6x FY09E revised EPS of Rs632 and at 5.4x FY10E EPS of Rs778 which 
we feel to be cheap as there is going to be huge scramble for key resources like iron ore, 
coke and pig iron due to robust demand from steel industry. Indian steel demand is 
expected to grow by 8.8% due to increased consumption. Steel production in India is 
expected to increase to 115 mn tpa by 2012 and 200 mn tpa by 2020 from the current 
level of about 50 mn tpa which in turn will lead to increase in demand of iron ore, met 
coke and pig iron thereby giving support to the firm prices. 

Besides, we believe that company will change its strategy going forward and will sell 
everything in spot market in next 1-2 years which will further improve its realization from 
the current level. Currently, spot prices of iron ore are in the range of US$130-140/T and 

Table 2: Price volume matrix 

 Q4FY08 Q4FY07 %change Q3FY08 FY08 FY07 %Change 

Iron ore(mn T) 5 4.5 11.1 4 12.4 10.8 14.0 

Price(Rs./T) 3,085 1,555 98.0 2,722 2,600 1,712 51.8 

        

Met Coke(T) 72,693 66,128 9.9 64,000 259,718 237,623 9.0 

Price (Rs./T) 15,100 10,526 43.4 13,100 12,425 8,937 39.0 

        

Pig iron(T) 69,081 70,155 (2.0)  266,497 248,454 7.0 

Price(Rs./T) 21,568 16,250 32.7  18,960 15,630 21.3 

Source: Company, Centrum Research 
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long term contract prices would settle at around US$80/T. The average realization would 
improve with the increased spot sales. We reiterate Buy. 

 
 Table 3: Summary Financials 

  FY06 FY07 FY08 FY09E FY10E

Sales (Rs mn) 18,445 20,051 38,226 58,852 72,056 
%  Growth 20.2 8.7 90.6 54.0 22.4 
EBIDTA (Rs mn) 8,625 8,874 22,705 37,027 45,656 
%  Growth  2.9 155.9 63.1 23.3 
PAT (Rs mn) 5,712 6,066 15,418 24,653 30,344 
% Growth 20.7 6.2 154.2 59.9 23.1 
Net debt (Rs mn) (274) (212) (14,148) (34,755) (59,937) 
ROE (%) 49.8 37.7 48.9 43.9 35.1 
ROCE (%) 46.9 35.6 48.1 43.2 33.7 
EPS (Rs) 146 156 395 632 778 
P/E (x) 28.5 26.8 10.6 6.6 5.4 
EV/EBIDTA (x) 18.8 18.3 6.5 3.5 2.3 
P/BV (x) 14.2 10.1 5.2 2.9 1.9 

Source: Company, Centrum Research 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

K ey  to Ce ntrum  Inv e stm en t ran kin gs : 

B uy  : Accu m ula te : Ho ld  :
R e du ce  : Sell : 

 Expecte d to outper form N ift y by >1 5% , Exp ected to outp er form   Nifty by + 5 to1 5% ,  Expe ct ed to outpe rform N ifty by  
-5%  to + 5%  ,  E xp ected  to under per form  Nifty by 5 to 1 5% , Expecte d t o unde rpe rform Nift y by >1 5%
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Disclaimer 
 

Centrum Broking Pvt. Ltd. (“Centrum”) is a full-service, Stock Broking Company and is a member of The Stock Exchange, Mumbai 
(BSE) and National Stock Exchange of India Ltd. (NSE).  Our holding company Centrum Capital Ltd. is an investment banker and an 
underwriter of securities. As a group Centrum has Investment Banking, Advisory and other business relationships with a 
significant percentage of the companies covered by our Research Group.  Our research professionals provide important inputs 
into the Group's Investment Banking and other business selection processes. 

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project 
finance or other businesses and may receive commission, brokerage, fees or other compensation from the company or companies 
that are the subject of this material/report.   Our Company and Group companies and their officers, directors and employees, 
including the analysts and others involved in the preparation or issuance of this material and their dependants, may on the date 
of this report or from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the securities or 
derivatives thereof of companies mentioned herein. Our sales people, dealers, traders and other professionals may provide oral or 
written market commentary or trading strategies to our clients that reflect opinion that are contrary to the opinions expressed 
herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the 
recommendations expressed herein. We may have earlier issued or may issue in future reports on the companies covered herein 
with recommendations/ information inconsistent or different those made in this report.   In reviewing this document, you should 
be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We and our Group 
may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within 
us, or other areas, units, groups or affiliates of Centrum.    

This report is for information purposes only and this document/material should not be construed as an offer to sell or the 
solicitation of an offer to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein 
shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. This document does not 
solicit any action based on the material contained herein. It is for the general information of the clients of Centrum. Though 
disseminated to clients simultaneously, not all clients may receive this report at the same time.  Centrum will not treat recipients 
as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the 
particular investment objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard 
to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may 
receive this document. The securities discussed in this report may not be suitable for all the investors. The securities described 
herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies 
mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of 
other countries.   The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances 
and objectives. Persons who may receive this document should consider and independently evaluate whether it is suitable for 
his/ her/their particular circumstances and, if necessary, seek professional/financial advice. Any such person shall be responsible 
for conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of 
evaluating the merits and risks involved in the securities forming the subject matter of this document.  

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are 
inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, 
and it can be expected that one or more of the estimates on which the projections and forecasts were based will not materialize 
or will vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts 
described in this report have been prepared solely by the authors of this report independently of the Company. These projections 
and forecasts were not prepared with a view toward compliance with published guidelines or generally accented accounting 
principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or 
forecasts. You should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by 
or on behalf of the Company, Centrum, the authors of this report or any other person that these projections or forecasts or their 
underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts described in 
this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections 
and forecasts. 
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The price and value of the investments referred to in this document/material and the income from them may go down as well as 
up, and investors may realize losses on any investments. Past performance is not a guide for future performance. Future returns 
are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth in projections. 
Forward-looking statements are not predictions and may be subject to change without notice. Centrum does not provide tax 
advise to its clients, and all investors are strongly advised to consult regarding any potential investment.  Centrum and its 
affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.  Foreign currency 
denominated securities is subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or 
income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by 
foreign currencies effectively assume currency risk. Certain transactions including those involving futures, options, and other 
derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please 
ensure that you have read and understood the current risk disclosure documents before entering into any derivative 
transactions.  

This report/document has been prepared by Centrum based upon information available to the public and sources, believed to be 
reliable. No representation or warranty, express or implied is made that it is accurate or complete.  Centrum has reviewed the 
report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and 
completeness cannot be guaranteed.  The opinions expressed in this document/material are subject to change without notice 
and have no obligation to tell you when opinions or information in this report change. 

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment 
advice in publicly accessible media and should not be reproduced, transmitted or published by the recipient. The report is for the 
use and consumption of the recipient only.    This publication may not be distributed to the public used by the public media 
without the express written consent of Centrum. This report or any portion hereof may not be printed, sold or distributed without 
the written consent of Centrum.  Neither this document nor any copy of it may be taken or transmitted into the United State (to 
U.S. Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed 
in Japan or to any resident thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons 
into whose possession this document comes should inform themselves about, and observe, any such restrictions. Neither 
Centrum nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, 
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 
information. 
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Any enquiries, please contact: 

 
 
 
V. Krishnan Ashish Tapuriah 
Tel:      +91-22-4030 0512  Tel:  +91-22-4033 0618 
Mob: +91 98216 23870  Mob:  +91 99675 44060  
Email: v.krishnan@centrum.co.in  Email:  ashish.tapuriah@centrum.co.in  
 
Chirag Vora  
Tel:  +91-22-4030 0507  
Mob:  +91 98207 63682  
Email:  chirag.vora@centrum.co.in  
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