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CMP: Rs 325
Target Price: Rs 419

Potential Upside: 29%
Absolute Rating: BUY

 

Relative to sector: Outperformer 
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Stock data 

No. of shares : 6,316 mn 
Market cap  : Rs 2,052 bn 
52 week high/low : Rs 422/ Rs 289 
Avg. daily vol. (1mth) : 4.8 mn shares 
Bloomberg code : COAL IB 
Reuters code : COAL.BO 
 
Shareholding (%)  Dec-11 QoQ chg 

Promoters : 90.0 0.0  
FIIs : 5.6 (0.8) 
MFs / UTI : 1.0 (0.0) 
Banks / FIs : 0.8 0.3  
Others : 2.6 0.5 

 FUNDAMENTALS INTACT, MAINTAIN BUY 
Following are the key takeaways from Coal India’s (CIL) con-call, 
regarding various concerns raised about e-auction, import of coal 
and faster clearances to achieve volume growth: 
A. E-auction sales:  E-auction volume to be capped (as per the 

ministry’s instruction) in case CIL cannot meet the new FSA 
commitment. (Impact: Worst case scenario of volume being 
capped at 45 mnt, thereby leading to cumulative loss of profit 
of Rs 55 bn till FY17). 

B. Prime Minister’s Office (PMO) to ensure faster clearance of 
the regulatory hurdles. (Impact: Higher vol. growth from CIL). 

Profit impact - Neutral. Cumulative loss of profit of Rs 55 bn 
could be mitigated by: a) rising e-auction coal price (there will 
be a surge in e-auction coal prices on account of lesser 
supplies due to this 45 mnt cap) and b) incrementally higher 
volume growth due to faster clearances assured by the PMO. 

C. Imported coal pricing: On pricing of coal imported by CIL (in 
case of shortfall in own production), management said they 
are awaiting for clarity from PMO. 

D. Wage Cost Impact: Actuarial valuation is in process and will 
be completed by March. (We have factored in Rs 45 bn as a 
wage provision).  

Valuations and recommendation: 
Our target price and rating is based on assumption that CIL will 
be able to recover landed cost of imported coal from power cos 
(in case of a shortfall arising out of situation beyond its control).  

Maintain BUY with a DCF based TP of Rs 419, with following key 
triggers: (a) Higher dividend, (b) likely price hike after March (as 
per management) and (c) higher volume growth in medium to 
long term 

We will re-visit our rating and TP, as further clarity emerges on 
imported coal pricing for new FSA from the PMO.  

Financial summary 
 
Y/E Mar 

Sales 
(Rs bn) 

PAT 
(Rs bn) 

Consensus 
EPS* (Rs) 

EPS 
(Rs) 

Change 
YoY (%) 

P/E 
(x) 

Core 
RoE (%) 

Core 
RoCE (%) 

EV/EBITDA 
(x) 

DPS 
(Rs) 

FY10  447   91  -  14.5  24.0  -  38   53  - 4.7 

FY11  503   112  -  17.7  22.5  -  36   50  - 5.3 

FY12E  621   146  23.3  23.1  30.7  14.0  36   51  7.7 6.9 

FY13E  683   165  26.3  26.1  12.9  12.4  32   46  6.5 7.8 

Source: Company, ENAM estimates  
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Change in estimates: We have reduced our FY12 sales volume estimate to 
442 mnt as against 452 mnt earlier. Thereafter, we assume a growth rate 
of 5.5% till FY17. We have also removed reversal of OBR adjustment 
reserves due to lack of clarity on IFRS implementation. Overall, we reduce 
our EPS estimates for FY12 and FY13 to Rs 23.1 (vs. 26.5) and Rs 26.1 (vs. 
Rs 28.5) respectively. Maintain BUY with a DCF based target price of  
Rs 419. Our target price would not change as OBR adjustment is a non-
cash item. Reduction in volume has been off-set by higher e-auction 
realization. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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. Nothing in this 
document should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to 
buy or sell the securities of companies referred to in this document. The intent of this document is not in recommendary nature 

Each recipient of this document should make such investigations 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 its own advisors to determine the merits and risks of 
such an investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express 
or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of 
the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and 
alternations to this statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or 
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or 
solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent 
of each other. The recipient should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM 
Securities Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other 
person or published, copied, in whole or in part, for any purpose. 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 the Firm, not 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. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


