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Equity Shares (m) 30.8 YEAR NET SALES  PAT EPS EPS PIE P/BV ROE ROCE EV/ EV/

52-Week Range 9,600/1,741 END (RS M) (RSM) (RS) GROWTH (%) (X) (X) (%) (%  SALES EBITDA

1,6,12 Rel. Perf. (%)  68/184/374 3/07A 35,198 7,028 228.2 22.6 414 11.8 28.4 16.6 9.3 23.2

M.Cap. (Rs b) 201.3 308E 55635 11,196 3636 593 260 82 316 244 57 146

M.Cap. (US$ b) 73 3/09E 63,602 12,652 4109  13.0 230 61 266 249 49 130

Standalone

JSPL reported 76.5% YoY growth in PAT to Rs2.8b, which is higher than our estimate of Rs2.3b.

Net sales grew 61% YoY to Rs12.7b driven by 87% YoY volume growth in stedl products though the production of
sponge iron and power declined 4% YoY and 11% YoY, respectively. Net sales realization was ~Rs12,000/ton for
spongeiron and Rs27,000-28,000/ton for stedl products.

EBITDA increased 75% YoY to Rs5.4b and margins improved 350bp to 42.6% dueto better pricing of sted products
while costs remained under control due to captive raw material and captive coke ovens.

Theplate mill is gradually ramping up and has achieved monthly production of ~30,000 ton. The plate mill includes a
steckle mill to produce HRC, providing flexibility of product mix. Crude sted production is likely to increase in
2HFY 08 due to availability of power after commissioning of the first phase of JPL's 250MW (expected in a few
weeks). JPL (100% subsidiary of JSPL) will initially supply power to JSPL and is expected to tie-up for sale of power
in the meantime.

JSPL is planning to undertake another 1,300MW of power projects in JPL, which will take ~3 years to complete.
Further, it is also undertaking projects in Orissa and Jharkhand, which will increase its resource base of iron ore &
coal mines, and fud further growth in sted production. The stock has been substantially re-rated due to delivery of
strong profit growth year after year. We bdieve that the stock re-rating will continue due to pipdine of projects. The
stock trades at 15.7x FYQ9E and 12.2x FY 10E consolidated earnings. We maintain Buy.

QUARTERLY PERFORMANCE (RS MILLION)
Y/E MARCH FYO7 FYO08 FYO7 FYO8E
1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE

Net Sales 6,662 7,896 10,101 10,539 12,231 12,690 15,049 15,664 35,198 55,635

Change (YoY %) 5.8 27.1 61.6 56.5 83.6 60.7 49.0 48.6 359 58.1
Total Expenditure 3,413 4,812 6,327 6,622 7,440 7,284 9,361 9,743 21,174 33,827
EBITDA 3,249 3,085 3,773 3,917 4,792 5,407 5,689 5,921 14,024 21,808

Change (YoY %) 21.7 18.5 64.5 458 475 75.3 50.8 51.2 39.3 55.5

As % of Net Sales 48.8 39.1 374 37.2 39.2 42.6 37.8 37.8 39.8 39.2
Interest 558 330 363 250 621 791 486 506 1,503 2,404
Depreciation 621 642 919 1,183 1,115 1,178 1,101 1,101 3,365 4,494
Other Income 32 33 24 201 96 29 56 58 290 239
PBT (before EOitem) 2,103 2,145 2,516 2,685 3,152 3,467 4,158 4,372 9,446 15,149
Extra-ordinary Income 250 2 250
PBT (after EO item) 2,103 2,145 2,516 2,685 3,402 3,467 4,158 4,372 9,448 15,399
Total Tax 572 573 617 657 901 692 1,182 1,243 2,419 4,019

% Tax 27.2 26.7 24.5 24.5 26.5 20.0 284 284 25.6 26.1
Reported PAT 1,531 1,572 1,899 2,028 2,501 2,775 2,976 3,129 7,030 11,380
Adjusted PAT 1,531 1,572 1,899 2,028 2,317 2,775 2,976 3,129 7,028 11,196

Change (YoY %) 1.9 8.0 50.1 346 51.4 76.5 56.7 54.3 226 59.3

E: MOSt Estimates for standalone entity
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Higher volumes boost topline

Net sales grew 61% YoY to Rs12.7b driven by 87% YoY
volume growth in sted products though the production of
sponge iron and power declined 4% YoY and 11% YayY,
respectively. Net sales realization was ~Rs12,000/ton for
sponge iron and Rs27,000-28,000/ton for stedl products.

TREND IN NET SALES (RS M)
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EBITDA margins continue to improve

EBITDA increased 75% YoY to Rsb.4b and margins
expanded 350bp to 42.6% due to better pricing of sted
products, while costs remained under control dueto captive
raw material and captive coke ovens.

EBITDA MARGINS
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Jindal Steel & Power

Ramping capacities; first 250MW started

The plate mill is gradually ramping up and has achieved
monthly production of ~30,000 ton. The plate mill includes
a steckle mill to produce HRC, providing flexibility of
product mix. Crude sted production islikely to increasein
2HFY 08 due to availability of power after commissioning
of the first phase of JPL’'s 250MW (expected in a few
weeks). JPL (100% subsidiary of JSPL) will initially supply
power to JSPL and is expected to tie-up for sale of power
in the meantime. 500MW is expected to start by March
2008 and the last 250MW by June 2008.

Total power capacity of 3,885MW by 2010

« Raigarh plant: JSPL's captive power capacity will
increase from 340MW to 565MW by 2010. The
incremental capacity will utilize surplus coal middlings
generated during coal washing process at its existing
mines.

& Jindal Power Limited (JPL): JPL isinitiating another
1,320MW brownfied power project at its existing site,
which is likely to be completed by 2010.

« Orissa Power: The company has placed an order for
a1,000MW power project, which will be completed by
2010, and will feed its sted plant. Coal blocks for the
project are already secured.

Pellet plant will add to the earnings in FY10

& Orissa: Its bm-ton pellet plant is expected to start
production by March 2009. Its 2m-ton DRI plant based
on gasified coal and 3m-ton sted plant are expected by
2012.

Valuation and view

We are introducing FY 10 estimates to factor the visibility
of Pdlletization project in Orissaand full ramp up of existing
sted capacity in Raigarh to 2.3mton. Wearealso upgrading
our assumption of power realization from Rs2.6 to Rs3 for
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theJPL project. FY 09 standalone EPS isupgraded to Rs411
(earlier Rs357) and consolidated EPS to Rs602 (earlier
Rs483). Thestock trades at 15.7x FY09E and 12.2x FY 10E
consolidated earnings. The stock has been substantially re-

Jindal Steel & Power

rated dueto ddivery of strong profit growth year after year.
We believe that the stock re-rating will continue due to
pipeineof projects. Wearriveat an SOTP-based fair value
of Rs8,830. Maintain Buy.

EQUITY VALUATION BUSINESS METHOD VALUATION VALUE VALUE RATIONALE
SEGMENT MULTIPLE (RS M) (RSISH)

Iron & Steel Business  Steel, Power FY9E PER (x) 10 126,524 4,095 At parity with industry average

Jindal Power Power DCF 146,336 4,736 3300MW valued at Power tarrif of Rs3/kwh

Fair Valuation 272,860 8,830

Source: Motilal Oswal Securities
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Jindal Steel & Power

Jindal Steel & Power: an investment profile

Company description

Jindal Sted and Power (JSPL) is the largest coal-based
spongeiron producer inIndiaandisfully vertically integrated
fromiron oreand non-coking coal minesto stedl production.
The company has recently completed expansion of steel
capacity to 2.3mton. JSPL produces sted through eectric
arc furnace (EAF) route and uses captive production of
sponge iron and hot metal as raw material rather than
expensive sted scrap. Half of 340MW captive power is
generated from recovery of waste gases and the remaining
from burning of coal middling that gets generated at the
time of washing of non-coking coal used in sponge iron
production.

Key investment arguments

& Strong volume growth dueto ramp-up stedl production
from 0.8mtonin FYQ7 to 2.3mtonin FY 10.

& Thecompany is setting up a 1,000 MW merchant power
plant at coal pit-head in Chhattisgarh, under JPL (a
wholly-owned subsidiary).

Key investment risks
&« Unexpected fall in sted prices would adversely impact
earnings.

COMPARATIVE VALUATIONS

Recent developments
« Placed order for 1,000MW power project in Orissaand
inviting bidsfor 1,320MW brownfield expansion of JPL .

Valuation and view
= The stock trades at 15.7x FYO9E and 12.2x FY 10E
consolidated earnings. Maintain Buy.

Sector view

& Strongly growing global demand of sted, rising industry
consolidation (ex-China) leading to greater production
discipline, declining exports of sted from China dueto
rising costs of metallic and trade friction with the
western world, and shortage of metallic is keeping sted
prices high. We prefer companies that are likely to
ddiver strong volume growth, reduce operating costs,
and have security of raw materials.

EPS: MOST FORECAST V/S CONSENSUS (RS)

JINDAL STEEL SAIL JSW STEEL MOST CONSENSUS VARIATION
P/E (x) FYO8E 26.0 12.8 9.9 FORECAST FORECAST (%)
FYO9E 23.0 12.0 9.1 FYO08 363.6 306.6 18.6
P/BV (x) FYO8E 8.2 4.5 25 FY09 410.9 438.9 -6.4
FYO9E 6.1 34 2.0
EV/Sales (X) FYOSE 5.7 2.4 2.2 TARGET PRICE AND RECOMMENDATION
FYO9E 4.9 2.2 2.0 CURRENT TARGET UPSIDE RECO.
EV/EBITDA (x) FYO8E 14.6 7.3 7.5 PRICE (RS) PRICE (RS) (%)
FYO9E 13.0 7.0 7.1 9,459 8,830 Buy
STOCK PERFORMANCE (1 YEAR)
Jindal Steel (Rs) - LHS Rel. to Sensex (%) - RHS
SHAREHOLDING PATTERN (%) 11,000 465
SEP-07 JUN-07 SEP-06 |
L 34
Promoter 59.0 59.0 59.1 8,600 /"\/ 340
—— 21
Domestic Inst 4.4 4.7 6.8 6,200 N 5
Foreign 25.1 24.7 21.5 3,800 w 90
1,4 -35
Others 115 11.6 12.6 400
Oct-06 Jan-07 May-07 Jul-07 Oct-07
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INCOME STATEMENT (STANDALONE)

(RS MILLION)

RATIOS (STANDALONE)

Jindal Steel & Power

Y/E MARCH 2006 2007 2008E 2009E 2010E Y/E MARCH 2006 2007 2008E 2009E 2010E
Net sales 25,903 35,198 55,635 63,602 82,078 Basic (Rs)
Change (%) 4.9 359 58.1 “3 29.0 EPS 186.1 228.2 363.6 4109 583.5
Total Expenses 5,833 2174 33827 39,77 51,098 CashEPS 257.2 337.6 515.5 5517 732.7
BV/Share 596.9 8035 11520 15419 2,104.3
EBITDA 10,070 14,024 21,808 23,885 30,980 DPS 5.0 8.0 8.0 8.0 8.0
%of Net Sales 38.9 39.8 39.2 376 37.7 Payout (%) 9.2 9.1 5.8 5.1 36
L Valuation (x)
Depn. & Amortization 2,192 3,365 4,494 4,335 4,595
P/E 50.8 414 26.0 23.0 16.2
EBIT 7,878 10,659 17,314 19,550 26,385
Cash P/E 36.8 28.0 183 7.1 2.9
Net Interest 873 1503 2,404 1750 995
) P/BV 5.8 18 8.2 6.1 45
Other income 275 290 239 275 276
EV/Sales ©3 9.3 5.7 4.9 36
EV/EBITDA 316 23.2 1.6 B.O 9.5
PBT before EO 7,280 9,446 15,149 18,075 25,666 o i
i Dividend Yield (%) 0.2 0.2 0.2 0.2 0.2
EOincome -2 2 250 i
EV/EBITDA (adjusted for JF 1.8 7.9 6.9 4.8
PBT after EO 7,279 9,448 15,399 18,075 25,666
Current tax 889 1071 2,009 2,711 3,850 Return Ratios (%)
Deffered tax 660 1348 2,009 2,711 3,850 RoE 312 28.4 316 26.6 27.7
Tax 1549 2,419 4,09 5,422 7,700 ROCE 6.2 6.6 24.4 24.9 30.8
Rate (%) 213 256 261 300 300 RolC 0.0 5.8 256 245 30.4
Reported PAT 5,729 7,030 11,380 12,652 17,966
Worki ital Rati
Preference dividend orking Capital Ratios
Asset Turnover (x) 0.5 0.5 0.8 0.8 10
D D 42.2 33.2 35.0 35.0 35.0
Adjusted PAT 5731 7,028 11,196 12,652 17,966 ebtor (Days)
: : . . 2
Change (%) 9.2 26 50.3 BO 420 Inventory (Days) 220 B3 p2 B2 ®
Work.Cap.Turnover (Days) 217 6.1 8.0 7.5 6.8
BALANCE SHEET (STANDALONE) (RS MILLION) Leverage Ratio (x)
Y/E MARCH 2006 2007 2008E 2009E 2010E Current Ratio 17 15 18 19 2.1
Share Capital 54 54 B4 B4 B4 Interest Cover Ratio 9.0 7.1 7.2 u2 26.5
Reserves 18,276 24,771 35,503 47,507 64,824 Debt/Equity 15 14 0.8 0.5 0.1
Net Worth 18,430 24,925 35,657 47,661 64,978
Total Loans 27,464 35087 29,021 22,021 8,021 CASHFLOW STATEMENT (STANDALONE) (RS MILLION)
Deferred Tax Liability 2,803 4,150 6,160 8,871 12,721 Y/E MARCH 2006 2007 2008E 2009E 2010E
Capital Employed 48,696 64,163 70,837 78,552 85,720 Pre-tax profit 7,280 9,446 15,399  1B,075 25666
Depreciation 1806 2,394 4,494 4,335 4,595
Gross Block 32,431 49,290 52,290 61290 68,290 (Inc)/Dec in Wkg. Cap. -2,012 -1204 -4,309 -1135 -2,632
Less: Accum. Deprn. 5,423 7818 R32 16,647 21,242 Tax paid ) 21 -2,009 271 -3,850
Net Fixed Assets 27,007 41,473 39,979 44,644 47,049 CF from Op. Activity 7,062 10,615 13,575 18,564 23,779
Capital WIP 11,463 9,378 9,378 9,378 9,378 _
Investments 3,048 7003 D503 D503 10,503 (Inc)/Dec in FA +CWIP 5,133 -4,776  -3000 -9,000 -7,000
Curr. Assets 15,260 18,022 24,758 28,966 36,411  (Pul/Saleofinvestments - -361 - 35 -3500
Inventory 5687 6,424 10,670 1,198 5,741 CF from Inv. Activity  -18,748 -17,921 -6,500 -9,000 -7,000
Account Receivables 2,995 3,203 5,335 6,099 7,871 Equity raised/(repaid) 3 .25 0 0 0
Cash and Bank Balance 668 535 895 280 4940 Debt raised/(repaid) D495 7,624  -6067  -7,000 -14,000
Others 590 789 7859 785 7,859 Dividend (incl. tax) 527 -562 -648 -648 -648
Curr. Liability & Prov. 8,982 11,804 13,872 15,028 17,711 Other financing activities 49 36
Account Payables 5,055 5736 7621 8713 1n244 CF from Fin. Activity ~ 12,020 7,172 -6,715 -7,648 -14,648
Provisions & Others 3,927 6,068 6,250 6,316 6,468
Net Current Assets 6,278 6,218 10,887 13,937 18,700 (Inc)/Dec in Cash 335 -133 360 1915 2,130
Appl. of Funds 48,696 64,163 70,837 78,552 85,720 Add: Opening Balance 333 668 535 895 28D
E: MOSt Estimates Closing Balance 668 535 895 2,810 4,940
30 October 2007 5
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This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Motilal Oswal
Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely
for your information and should not be reproduced or redistributed to any other person in any form.

The report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon such. MOSt or
any of its affiliates or employees 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. MOSt or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter
pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of
this report should rely on their own investigations.

MOSt and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in this report. To enhance transparency,
MOSt has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement Jindal Steel & Power
1. Analyst ownership of the stock No
2. Group/Directors ownership of the stock No
3. Broking relationship with company covered No
4. Investment Banking relationship with company covered No

This information is subject to change without any prior notice. MOSt reserves the right to make modifications and alternations to this statement as may be required
from time to time. Nevertheless, MOSt is committed to providing independent and transparent recommendations to its clients, and would be happy to provide
information in response to specific client queries.
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