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Valuations: Indian companies Metal Prices
Price EV/EBITDA P/BV CMP Week Quarter YTD FY12
(INR) FY12E FY13E FY12E 21-Feb % 13-Feb % 2Jan % 1-Apr
Steel _ HRC Tube grade-Mumbai(INR/ton)37,851 0 37,851 4 36,491 6 35,811
w
Tata Steel 478 73 63 1.8 4 HRC (USD/ton) fob CIS 625 3 608 8 578 -12 708
wv
SAIL 112 102 91 12 HRC (USD/ton) fob China 671 -1 674 0 669 -7 722
JSW Steel 855 84 69 1.2
JSPL 639 10.6 9.9 33 «n Sponge iron - Raipur (INR/ton) 23,800 1 23,600 4 22,800 18 20,200
Sesa Goa 245 67 112 14 "5’ Pig iron - Raipur (INR/ton) 24,751 -2 25385 0 24,660 8 22,937
Non-ferrous & Iron ore spot (USD/ton) cfr China 144 -3 149 0 144  -20 181
Sterlite Inds. 133 48 38 10  $ Coke (USD/ton) fob 385 0 385 3 375 -4 400
HZL 141 64 47 22 Shred.scrap (USD/ton)fob Rotterdam 400 -1 403 -4 418 -6 425
Nalco 66 127 83 15
Hindalco 151 64 62 16 s LME inventories (‘000 ton) 5117 1 5064 3 4970 11 4,592
Mid-caps g LME Spot (USD/ton) 2,127 -4 2,218 6 2,006 -18 2,589
Monnet Ispat 490 12.1 9.4 13 Indian prices (INR ‘000/ton) 105 -5 110 0 105 -10 116
Godawari 119 3.0 3.4 0.6
Sarda Energy 133 8.2 5.7 0.6 o LME inventories (‘000 ton) 851 0 850 3 822 16 736
Tata Sponge 298 2.1 1.1 0.8 % LME Spot (USD/ton) 1,963 -7 2,112 7 1,828 -16 2,341
Adhunik Metaliks55 5.7 3.8 0.7 Indian prices (INR ‘000/ton) 97 -8 105 -1 97 -8 105
Bhushan Steel 400 9.9 9.2 13 & ) o
Jai Balaji 46 205 6.6 04 E LME inventories (‘000 ton) 306 -2 313 -18 371 -30 439
Prakash Inds. 62 4.2 2.9 0.4 Indian prices (|NR lOOO/tOﬂ) 402 -5 423 0 404 -5 424
Note: Detailed tabl 21 s :MOSL
sk s s ouree « Gold (INR/10gms) 27,820 0 27,838 3 27,102 34 20,780
H . H o
ValuatlonS-Globajlcompanles w Sliver (INR/1kg) 55758 0 55564 11 50,010 -1 56,500
Price  EV/EBITDA P/BV £ | .. soot LME (USD/ton) 2,028 -6 2,169 2 1,980 -26 2,730
CYlli CYy12 cvul °
Steel FC 6-8% C basis 60% (USD/Ib Cr) 115 0 115 6 1.09 -17 138
ee
A. Mittal EUR16.8 59 51 0.5 % INR/USD 491 -1 495 -8 533 10 446
Posco kKRW413 56 50 09 2 BDI 715 -3 734 59 1,738 -52 1,498
US Steel USD284 49 41 11 Source: MMR/LME/Metal Bulletin/SteelPricesindia/MOSL
Nucor usD 43.9 6.7 5.6 1.7
Gerdau BRL17.7 72 59 11 63.5% Fe iron ore prices down USD5 WoW,; power shortage forces
Bao Steel CNYS51 65 61 08 FeCr production cuts in South Africa
Non-ferrous . . . . o .
Al B2 74 57 68 > Indian long steel prices increased marginally (up 0.7% WoW), while flat
. , . X o
Teck Res. USD 384 50 45 11 steel prices remained flat. Sponge iron prices were up 0.8% WoW to
Xstrata GBp12.1 55 48 1.1 INR23,800/ton. Scrap prices also increased 2.4% WoW to INR25,903/ton.
BHP AUD36.0 59 53 3.0 > European HRC prices continue to increase and rose 0.8% WoW. Prices
Rio Tinto AUD680 50 45 20 also increased in China (0.3% WoW), Turkey (3.4% WoW) and the Middle
Detailed on pg 21 Source: Bloomberg East (0.4% WoW). Prices declined in North America (down 0.7% WoW)
BSE Metals Index v/s Sensex and Russia (down 0.1% WoW).
BSE Metals Index ] . . .
Sensex > 63.5% Fe iron ore prices declined by USD5 WoW to USD144/ton, posting
103 their biggest weekly decline in a year.
102 » According to ILZSG, the zinc market continues to remain in surplus for
18(1) the fifth consecutive year. Production exceeded consumption by 353kt
99 in 2011. Similarly, the lead market turned into surplus from a balanced
98 market in 2010 with an excess of 156kt in 2011.
> Xstrata to take out of operation 0.1mtpa of charge chrome capacity in

14-Feb
15-Feb
16-Feb
17-Feb
18-Feb

Source: Bloomberg

Note: Indexed to 100 on 14 February 2012
Stock performance table on pg 22

South Africa. State power group Eskom has asked large FeCr producers
to cut production due to power shortage. Increasing power costs and
limited power availability in largest FeCr producer country will push
second-quarter benchmark higher.

Sanjay Jain (SanjayJain@MotilalOswal.com); Tel:+91 22 3982 5412
Pavas Pethia (Pavas.Pethia@MotilalOswal.com); Tel:+91 22 3982 5413



MoTiLAL OSWAL

Metals Weekly

Contents

Page No
L= o o 1§ LN 3-10
1Yo LT IS UUUUPURUPN 3
EUrOPEaNn UNION oottt e e e e e e e e e e e e e s e e e s 4
61 o 11 o - [P SRR PSR 5
Other rEZIONS e e et e e 6&7
Steel raw Material. ... 8&9
FEITO @llOYS ..enviiieiee ettt e e et e e e s e ta e e e e e e e naraeeeeean 10
NONTEITOUS ..., 11-17
ATUMINUIM et eet e e e e e ettt e e e e s e e tbae e e e e senbtaeeeaeennnes 11
610 o] o 1= PSP PUPPPPPPTRPPPPR 13
74 | o Y o 14
=Y T P UPUPUUPPRRN 15
Commodity CUrve analysis .....ccccveeeies coieiiiiie e 16
China non-ferrous trade data ......ccccvevee cevieeeiin e, 17
Keyindicators ..........cccoooiiiiiiiiiiiiee e 18
Industrial production growth across the globe ........................ 19
BSE Exchange announcements .............cccccoeevveveveveeeeeeeeeeeeeeee, 20
Metals valuationmatrix....................cccoc 21
Metals stock performance................cccccceeiiiiiiiieeeeee 22

21 February 2012 2



MoTiLAL OSWAL Metals Weekly

Ferrous ) Ferrous
INDIA

Indian flat steel prices were flat WoW (INR/ton)
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European Union

European steel prices (EUR/ton)
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China domestic prices (USD/ton)
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Other regions

CIS steel export prices (USD/ton)

------- RussiaHRC — B llet Slab
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Black Sea export billet prices

decreased 0.2% WoW to USD566/ton, 700
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550
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Middle East import and Turkish export steel prices (USD/ton)

950
Middle East HRC Import Turkish Exp Billets
800
650
500
350
88%?83,83.3,8;‘3'333'&
5 & > & 5 I w B SR > 35 & > <
= 8§ 2 £ < 2 2 © & ¢ 2 5 & 2 =
North America domestic HRC prices (USD/ton)
Domestic HRC Shredded scrap
900
: : 700
North American local HRC prices
decreased 0.7% WoW to USD730/ton  5qg
100
g 3 2 & 2 2 ¢ 2 ¢ =2 g9 =© S 9o o
O N T - R
g 2 8 £ & 2 3§ 2 ¢ & 2 2 o & ¢
CIS: Monthly crude steel production
cis YoY (%)
10 60
9
Z /\/\ 305
[e] -
4-'8 >
1S o
— 0 >
7
6 -30
g 3 3 = = = = b b b
> 3 & 5 & 8 &5 5 & 8
< o > = %) o > = wn o

Source: Metal Bulletin/SBBS/WSA/Bloomberg/MOSL

21 February 2012



MoTiLAL OSWAL Metals Weekly

Other regions

Middle East: Monthly crude steel production

Middle East YoY (%)
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Steel raw materials

Indian 63.5% grade iron-ore fines in China (USD/ton)
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Steel raw material

Freight rates to China (USD/ton)

Australia - India
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Coal price index
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Ferro alloys

China’s imports of manganese ore and conc

Imports Prices (RHS)
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Non-ferrous ) Non-ferrous

Aluminum

LME inventories and prices
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Non-ferrous

Aluminum

Aluminum raw material and power cost for marginal producer in US
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Non-ferrous
Copper

LME inventories and prices
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Non-ferrous

Zinc

LME inventories and prices

Suol] w
o ©
— o o
-
o
Q.
wn
%]
Q
S
c
()
>
£
o o o
o o o
S w9
o ('] o
3/asn

Zinc spot prices decreased
7% WoW to USD1,963/ton
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China: Refined zinc monthly production and YoY growth
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India: Company-wise refined zinc monthly production

BZL

HZL

S9
09
99
19
¥9
09
S9
S9
€9
69
19
€9
09
LS
19
S9
89

o €S

SS
99

™ €9
Rl €9

o l4

o TS
o0 TS

o Ly

o TS

N St

su01 000, Ul

11-92d
TT-AON
11-190
11-d3s
11-Sny
TT-Inf
TT-ung
TT-Aein
1T-idy
TT-1eN
11-994
TT-uer
0T-22@
OT-AON
0T-120
01-das
0T-8ny
ot-Inr
oT-unr
oT-Aen
0T-1dvy
oT-len
0T-9°4
oT-uer
60-220
60-AON
60-190
60-das

Source: Metal Bulletin/LME/Bloomberg/MOSL

14

21 February 2012



MoTiLAL OSWAL

Lead spot prices decreased
6% WoW to USD2,028/ton

Global refined lead production
declined 4% YoY to 0.85mt
in Dec-2011

Non-ferrous

Lead

LME inventories and prices

Metals Weekly
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Key indicators

China new loan growth
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Industrial production growth
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Stock Exchange announcements

JSW Steel has decided to avail an external commercial borrowing (ECB)
of USD275m at interest rate of Libor + 4%. The ECB also includes a green-
shoe option of USD75m. The proceeds would be used for the buyback
and redemption of outstanding FCCBs, as well as capital expenditure.
The promoters of JSW Steel have pledged 6.7m shares of the company
with SBI Caps Trustee Company Ltd.

Tata AIG life bought 2.2m shares of Tata Steel from the open market last
week.

A bankruptcy court in Texas, US, has rejected Sterlite Industries'
application for refund of USD50m from Asacro. It further said that Asacro
is entitled to gross amount of USD132.75m in incidental damages from
Sterlite Industries.

Adhunik Metaliks has declined to comment on a media report relating
to talk of sale of forging arm Neepaz V Forge to Amtek Auto.

Bhushan Steel's promoter, Neeraj Singal, pledged 1.45m shares of the
company with L&T Finance last week.

The promoter of Godawari Power & Ispat bought 9,761 shares of the
company from the open market last week.
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Metals

Valuation Matrix

)

Valuations: Indian companies

Metals Weekly

Rating Price Mkt Cap EPS (INR) P/E (X) EV/EBITDA (X) P/B (X)
(INR) (USD M) FY11 FY12E FY13E FY12E FY13E FY12E FY13E FY12E FY13E

Steel
Tata Steel Neutral 478 9,384 62.3 26.5 444 18.0 10.8 7.3 6.3 1.8 1.6
SAIL Sell 112 9,378 12.0 7.9 9.7 14.2 115 10.2 9.1 1.2 1.1
JSW Steel Sell 855 3,891 77.4 29.5 57.0 29.0 15.0 8.4 6.9 1.2 1.1
JSPL Buy 639 11,850 40.1 44.4 49.9 14.4 12.8 10.6 9.9 33 2.7
Sesa Goa Neutral 245 4,262 49.0 34.1 33.9 7.2 7.2 6.7 11.2 1.4 1.2
Non-Ferrous
Sterlite Inds. Buy 133 9,022 15.2 174 16.1 7.6 8.3 4.8 3.8 1.0 0.9
Hindustan Zinc Buy 141 11,711 11.6 13.5 15.5 10.5 9.1 6.4 4.7 2.2 1.8
Nalco Neutral 66 3,478 4.2 2.8 4.1 23.8 16.3 12.7 8.3 1.5 1.4
Hindalco Buy 151 6,014 17.6 17.8 19.5 8.5 7.8 6.4 6.2 1.6 1.3
Mid-caps
Monnet Ispat Neutral 490 639 43.7 47.7 56.7 10.3 8.6 12.1 9.4 1.3 1.2
Godawari Buy 119 75 27.0 26.0 42.7 4.6 2.8 3.0 3.4 0.6 0.5
Sarda Energy Neutral 133 90 19.1 19.4 254 6.9 5.3 8.2 5.7 0.6 0.5
Tata Sponge Buy 298 93 65.8 499 67.3 6.0 4.4 2.1 1.1 0.8 0.7
Adhunik Metaliks Buy 55 138 14.9 8.1 15.2 6.8 3.6 5.7 3.8 0.7 0.6
Bhushan Steel Neutral 400 1,711 47.3 45.8 53.1 8.7 7.5 9.9 9.2 13 1.1
Jai Balaji Buy 46 59 12.2 -24.7 3.7 -1.9 12.3 20.5 6.6 0.4 0.4
Rain Commodities* Buy 40 279 9.3 17.3 14.3 2.3 2.8 3.1 3.2 0.7 0.6
Prakash Industries Buy 62 171 19.9 194 21.6 3.2 2.9 4.2 2.9 0.4 0.4
* Rain Commodities follows calendar year reporting. Read FY11/FY12/FY13 as CY10/CY11/CY12 Source: MOSL
Valuations: Global companies

BBG Currency Price Mkt Cap P/E (X) EV/EBITDA(X) P/BV

Code (USD M) Cvyi1 CY12 Cvyi1 CY12 CY11
Steel
Arcelor Mittal MT NA EUR 16.8 34,842 10.0 7.1 5.9 5.1 0.5
Posco 005490 KS k KRW 413.0 32,122 9.3 8.1 5.6 5.0 0.9
US Steel X US uUsD 28.4 4,091 11.1 7.8 4.9 4.1 1.1
Nucor NUE US uUsD 439 13,906 13.7 10.7 6.7 5.6 1.7
Gerdau GGBR4 Bz BRL 17.7 16,672 12.7 9.2 7.2 5.9 1.1
Bao Steel 600019 CH CNY 5.1 14,147 10.5 9.0 6.5 6.1 0.8
Non-Ferrous
Alcoa AA US uUsD 10.2 10,821 19.1 11.5 7.4 5.7 0.8
Teck Resources TCK US uUsD 38.4 22,600 9.6 8.6 5.0 4.5 1.1
Xstrata XTA LN GBp 12.1 56,680 9.9 8.2 5.5 4.8 1.1
BHP-Billiton BHP AU AUD 36.0 195,138 10.6 9.5 5.9 53 3.0
Rio Tinto RIO AU AUD 68.0 115,653 9.5 8.5 5.0 4.5 2.0

21 February 2012

Source: Bloomberg
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Performance

JSW Steel has outperformed while
Hindalco has underperformed the
BSE Sensex over the last one month

Among mid-cap companies, Jai Balaji
outperformed and Monnet Ispat
underperformed the BSE Sensex

over the last one month

Among global mining companies,
Vedanta was the best performer
while BHP Billiton was the worst

performing stock over the last
one month

Among global steel majors, JFE
Holdings was the best performer
while Bao Steel was the worst
performing stock over the last
one month

Metals stock performance on absolute and relative basis (%)

Metals Weekly

Absolute Perf (%)

Relative Perf to Sensex (%)

Months 1 3 6 12 1 3 6 12
Steel

Tata Steel 9.5 21.8 41 -251 0.2 10.1 -9.2 -255
SAIL 22.0 19.3 6.4 -30.2 12.7 7.5 -6.9 -30.6
JSW Steel 31.9 39.9 28.4 -3.2 22.6 28.1 15.1 -3.7
JSPL 19.5 19.3 31.8 -5.9 10.3 7.6 18.5 -6.3
NMDC 15.5 2.8 -89 -24.8 6.2 -89 -22.2 -25.2
Sesa Goa 29.5 32.9 10.2 -21.0 20.2 21.1 -3.1 215
Non-Ferrous

Sterlite Inds. 16.8 22.9 6.1 -17.0 7.5 11.2 -7.2  -17.5
Hindustan Zinc 11.7 27.7 14.1 10.9 2.4 16.0 0.8 10.5
Nalco 20.4 22.6 109 -35.0 11.1 10.9 -2.5  -355
Hindalco 5.3 22.2 8.5 -27.9 -4.0 10.4 -4.8 -283
Mid Caps

Monnet Ispat 8.1 26.7 0.9 -11.7 -1.1 15.0 -124 -121
Godawari 15.1 0.2 -183 -37.3 5.8 -11.5 -31.6 -37.8
Sarda Energy 25.8 32.2 9.2 -384 16.6 20.5 -22.5 -38.8
Tata Sponge 15.8 -2.9 -0.1  -11.7 6.6 -146 -134 -12.1
Adhunik Metaliks 33.4 35.7 -0.5 -47.8 24.2 240 -13.8 -48.2
Bhushan Steel 20.1 24.1 27.2 -1.2 10.8 124 13.9 -1.6
Jai Balaji 421 -355 -620 -76.5 328 -47.2 -753 -76.9
Rain Commodities 26.6 36.1 37.7 25.8 17.3 243 24.4 25.4
Prakash Industries 374 67.8 193 -26.8 28.2 56.1 6.0 -27.2
SENSEX 9.3 11.7 133 0.4 - - - -

Best performer Worst performer

Global metals stock performance on absolute basis (%)

Source: MOSL/Bloomberg

Absolute Perf (%)

1week 1month 3 months 6 months 12 months
Mining
Rio Tinto -4.0 -1.9 9.0 -3.1 -19.5
BHP Billiton -3.0 -4.1 -5.0 -11.6 -24.5
Vale -3.1 4.7 0.5 -10.1 -29.8
Xstrata -0.2 124 24.7 10.5 -16.9
Anglo American -2.6 1.5 11.7 8.2 -18.9
Vedanta 4.1 21.6 29.4 -6.4 -45.3
Steel
UsS Steel -3.4 4.0 10.7 -5.6 -55.4
Nucor -1.3 4.6 15.5 29.5 -10.2
Arcelor Mittal -3.2 4.1 21.1 5.4 -41.1
Bao Steel -0.4 -1.9 -0.6 -4.5 -30.8
Posco -1.4 4.1 4.7 0.0 -16.0
JFE Holdings 6.4 18.3 22.0 -13.4 -43.1
Nippon 5.4 13.3 17.0 9.4 -30.8
Thyssen Krupp -5.7 1.2 10.2 -13.0 -31.6
Voest Alpine 7.4 8.1 31.8 -3.9 -17.2
Gerdau 0.0 8.7 26.5 25.2 -28.6
Aluminium
Alcoa -1.4 4.0 5.5 -17.2 -42.1
Rusal 0.6 25.4 6.2 -22.7 -48.2
Chalco -0.5 7.5 5.9 -24.3 -47.1

Best performer Worst performer

21 February 2012

Source: MOSL/Bloomberg
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