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Leverage to remain high - ALERT

* Better-than-expected consolidated results: Hindalco reported FY 10 Metals
consolidated revenue of Rs607.2B and EBITDA of Rs70.4B (ex- Pinakin Parekh. CEAAC
unrealized derivative gain at Novelis of Rs27.4B) versus our estimates (91-22) 6157-3588
of Rs591.0B and Rs66.4B respectively. The results were ahead of the pinakin.m.parekh@jpmchase.com
consensus estimate of Rs64.2B as EBITDA for FY 10. The better-than- Neha Manpuria
expected consolidated results were driven by a strong turnaround in (91-22) 6157-3589
Novelisand ABML (Australian operations). Reported consolidated PAT neha.x.manpuria@jpmorgan.com
for the year came in at Rs19.7B (excluding the derivative gains) versus J.P. Morgan India Private Limited

our estimate of Rs14.7B.

e Leverage to remain high: Consolidated gross debt and net debt (based
on our calculations) declined in FY 10. The net debt for the company was
at Rs167.4B (Rs218.7B last year) and net debt/equity was at 0.78x. This
was partly aided by the $600MM QIP in Oct-09. The company has
aggressive expansion plans over the next few years with an estimated
capex of Rs94.5B for FY11. We expect the leverage to remain high to
supports its large capex program. The company highlighted that it has no
repayments over the next three years.

» Expansion plan update: Hindalco laid out the progress of its greenfield
projects. Of the various projects, Mahan Aluminum (79% of project cost
committed/spent), Aditya Aluminum (55% committed/spent) and Utkal
Alumina (82% committed/spent) have significant progress in
investments. These are likely to be commissioned in 2Q FY 12 and 3Q
FY 12. Financing is completed for Uktal Alumina, while the financing for
Mahan is in preliminary discussion stage and process for Aditya
Aluminum will be launched shortly. Of the total investment in the above
project (Rs240B, funded by debt/equity of 70:30), the company has
already spent Rs39B and has $600MM from the recent QIP (unspent as
yet) and further requires Rs9.1B to meet the equity portion of the project
cost. The brownfield expansion in Hirakud (Ph 1) and the FRP plant
(transfer from Novelis UK plant) is also expected to be commissioned in
4Q FY 12 and 2Q FY 12 respectively. Bauxite mine for Utkal is in place
with all approval received and the company has started work on the
mine. Coa block for Mahan has yet to receive forest approval but the
management was confident getting the necessary clearances.

e Outlook: The management highlighted its strategy to build low-cost
upstream and buy high cost downstream in aluminum. In its press meet,
the company also indicated that its is considering restarting Mt. Gordon
copper mine and that it is seeking to buy copper mines overseas. The
company expects marginal cost for aluminum at $2000/MT but continues
to see cost push from alumina and energy prices globally.

e Our earnings estimates are under review.
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Analyst Certification:

The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with
respect to each security or issuer that the research analyst coversin this research) that: (1) all of the views expressed in this report
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
research analyst(s) in this report.

Important Disclosures

e Client of the Firm: Hindalco Industriesis or was in the past 12 months a client of JIPMSI; during the past 12 months, JIPM S|
provided to the company non-investment banking securities-related services.

e Investment Banking (next 3 months): JPMS] or its affiliates expect to receive, or intend to seek, compensation for investment
banking services in the next three months from Hindal co Industries.

¢ Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other
than investment banking from Hindalco Industries. An affiliate of JPM S| has received compensation in the past 12 months for
products or services other than investment banking from Hindal co Industries.
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Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Oct 13, 2005 - Nov 09, 2006. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.
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J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average tota return of the stocks in the analyst’s (or the analyst’ steam'’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocksin the analyst’s (or the analyst’s team’s)
coverage universe] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’ s team’s) coverage universe.] J.P. Morgan Cazenove' s UK Small/Mid-Cap dedicated research
analysts use the same rating categories; however, each stock’s expected total return is compared to the expected total return of the FTSE
All Share Index, not to those analysts' coverage universe. A list of these analystsis available on request. The analyst or anadyst'steam’s
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J.P. Morgan Equity Research Ratings Distribution, as of March 31, 2010
Overweight Neutral  Underweight

(buy) (hold) (sel)

JPM Global Equity Research Coverage 45% 2% 13%
IB clients* 48% 46% 32%
JPMSI Equity Research Coverage 42% 49% 10%
IB clients* 70% 58% 48%

*Percentage of investment banking clientsin each rating category.
For purposes only of NASD/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating fallsinto a hold
rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Registration of non-US Analysts. Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMSI, are not registered/qualified as research analysts under NASD/NY SE rules, may not be associated persons of JIPMSI,
and may not be subject to NASD Rule 2711 and NY SE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide. J.P. Morgan Cazenoveisa
brand name for equity research produced by J.P. Morgan Securities Ltd.; J.P. Morgan Equities Limited; JPMorgan Chase Bank, N.A., Dubai
Branch; and J.P. Morgan Bank International LLC.

Optionsrelated resear ch: If the information contained herein regards options related research, such information is available only to persons who
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at

http://www.optionscl earing.com/publications/ri sks/ri skstoc.pdf.
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updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or &ffiliate in their home
jurisdiction unless governing law permits otherwise.

“Other Disclosures’ last revised March 1, 2010.

Copyright 2010 JPMorgan Chase & Co. All rightsreserved. Thisreport or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.



Pinakin Parekh, CFA Asia Pacific Equity Research
(91-22) 6157-3588 08 June 2010 J.P Morgan

pinakin.m.parekh@jpmchase.com



