3QFY11 Results Update
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Consolidated

B Tata Steel's 3QFY11 consolidated adjusted PAT declined 33% QoQ to Rs8.8b, lower than our estimate of Rs12.5b.
Reported PAT of Rs10b included gains of Rs1.2b due to reversal of provisioning on account of Teesside mothballing.

B Tata Steel India's (TSI) EBITDA increased 7% QoQ to Rs28.2b. EBITDA per ton increased 14% QoQ to US$362.
Margin expansion was higher than our estimate due to higher than expected realization (up 5% QoQ to Rs41,274/
ton) and slower increase in raw material and staff costs.

B Subsidiaries' sales volumes declined 13% QoQ to 3.6m tons, while Tata Steel Europe's (TSE) deliveries declined 2%
QoQ to 3.47m tons due to seasonal factors. Realization for TSE increased 3% QoQ to US$1,153/ton due to better
product mix and carbon credits of GBP35m, while prices were lower.

m EBITDA per ton for all the subsidiaries together declined by US$17 to US$37, in line with our expectations. Interest
cost increased due to US$600m increase in working capital at TSE.

Margin expansion and volume growth to drive earnings; upgrading FY12E EPS by 10%; Buy

B Steel demand scenario is improving gradually at TSE and strong prices will result in margin improvement in 4QFY11.
Raw material costs are likely to remain flat at TSI in 4QFY 11 while demand and pricing environment remains robust.

®  Though we have cut our FY11E EPS by 3% to Rs72.5, we have upgraded our FY12E EPS by 10% to Rs82.8 to factor
in stronger steel prices. The outlook for Indian business remains robust due to lean cost structure and stronger steel
prices pushed by shortage of raw materials. We expect gradual expansion of margins at TSE due to investment in
improving operating efficiencies. We expect RolC for the group to improve due to growth in high margin businesses.

B The stock is trading at an EV of 5.6x FY12E EBITDA and at 7.7x FY12E EPS. We believe Tata Steel is well placed
due to raw material integration and superior product positioning. Itis our top pick in the metals space. Re-iterate Buy.

QUARTERLY PERFORMAHCE (STAHDALOHE) (RS MILLIOH)
¥/E MARCH F¥10 F¥11 F¥10 FY11E
10 20 30 40 1Q 20 30 40QE
Sales ('000 tons) 1,418 1,457 1,596 1,698 1,399 1 EED 1,641 1,748 B1E69 G448
Anvy Realization (Ratss) 36,717 35652 364534 396449 428M 39139 M. 274 44052 37,225 4 824
Het Sales 56,156 56,921 63,749 73,394 65,515 71,068 73,974 83194 250,220 293,750
Change (Yol %) -84 -16.4 328 1249 167 249 {60 134 24 17.4
EBITDA 17,422 19222 23106 29770 29465 26,290 28,205 37,305 89,521  120,96%
(%8 of Net Zales) K 338 3.2 4.6 g .5 370 351 g 5 3548 41.2
EBITDA(USSSS) 249 262 294 363 4128 ) b 362 455 295 391
Interest 3422 3920 4157 3585 3277 3425 3,354 3421 15,084 13477
Depreciation 2532 2 564 26822 3115 2802 2815 2,864 2950 10,832 11 430
Cther Income 463 TE1 936 1,378 484 327 113 Ga9 3,538 1613
PBT (before EQ Inc.) 11,932 13499 17,263 24,449 23570 20,378 22100 31,623 67,143 97,671
EO Incomelexp) 163 4837 7.0 5,000 7,001
PBT (after EO Inc.) 11,932 13499 17426 29,286 23570 27378 22100 31,623 72143 104,672
Total Tax 4,034 4470 5,508 7 EBE3 776 G726 G 966 7 FE4 2 675 29237
% Tax 335 331 e 26.2 330 246 3.5 246 300 i
Reported PAT 7,898 9029 11,918 1,623 15,794 20,652 15135 23,854 50,468 75,435
Adjusted PAT 7.098 9,029 11,755 16,786 15,794 13651 15135 23,854 45,968 68,434
Change Yoy %) -55.49 -57.7 452 1455 1008 512 28.8 g2 126 505
Consolidated Financials
Het Sales 232,923 253,950 262,020 275038 271,948 286,462 290,895 351,192 1,023,931 1,200,496
EBITDA -299 3ME 3043 45964 44326 36,723 34246 55470 80,427  170,46%
Reported PAT -22.385 27,198 4,323 24,052 17,902 19,683 9.489 28644 -21,208 75,79
Adjusted PAT -19,899 17,959 6,521 23,083 18,851 13,104 8,807 28,764 -8,255 69,526

E: MOSL Estimates; tss=ton of steel zales
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Tata Steel

Better than expected performance at TSI

Tata Steel's 3QFY11 consolidated adjusted PAT declined 33% QoQ to Rs8.8b, lower
than our estimate of Rs12.5b. Reported PAT of Rs10b included gains of Rs1.2b due to
reversal of provisioning on account of Teesside (TCP) mothballing.

Consolidated EBITDA increased 10.3% YoY to Rs34.2b, higher than our estimate of
Rs32.2b, led by strong operating performance at Tata Steel India (TSI). However,
higher interest cost on account of increase in working capital in Tata Steel Europe
(TSE), lower other income (on account of losses due to fire at Ijmuiden plant) and
higher tax rate dragged the bottomline.

Consolidated net debt increased US$1.2b QoQ due to US$600m increase in working
capital at TSE and US$300m towards US$1b capex at TSI.

TSI: EBITDA per ton at US$362, higher than our estimate of US$333 due to
slower increase in raw material cost

Net sales grew 4% QoQ to Rs74b due to 5% QoQ increase in average realization (to
Rs41,274/ton v/s our estimate of Rs40,353/ton) and 1% QoQ decline in volumes to
1.64m tons (v/s our estimate of 1.67m tons).

Realization increased 6% QoQ to Rs29,150/ton for long products and declined 1%
QoQ to Rs35,300/ton for flat products. Revenue from other products increased 20%
QoQ to Rs14.3b.

EBITDA increased 7% QoQ (22% YoY) to Rs28.2b. EBITDA per ton increased
14% QoQ to US$362 (Rs16,240). Margin expansion was higher than we had estimated
due to higher than expected realization and slower increase in raw material and staff
costs.

Management has guided US$190/ton cost of coking coal for domestic operations in
FY11. Staff cost has fallen 12% QoQ to Rs6b, as the company had made provisions
of Rslb in 2QFY11.

Adjusted PAT increased 11% QoQ to Rs15.1b (up 29% YOoY; our estimate was
Rs15.7b).

TSE and other subsidiaries: Margins in-line; bottomline dragged by higher
interest cost and asset impairment

Subsidiaries' sales volumes declined 13% QoQ to 3.6m tons, while TSE deliveries
declined 2% QoQ to 3.47m tons due to seasonal factors.

Realization for TSE increased 3% QoQ to US$1,153/ton due to better product mix
and carbon credits of GBP35m, while prices were lower.

EBITDA per ton for all the subsidiaries together declined by US$17 to US$37, which
was in line with our expectation.

EBITDA for all subsidiaries was also in-line at Rs6b, while TSE EBITDA was Rs4b
and South East Asia EBITDA loss was Rs160m.

Interest cost increased due to US$600m increase in working capital at TSE.
Expenses of GBP20m on account of fire at Iljmuiden ware treated as asset impairment
and accounted in other income.

Provisions of GBP70m towards mothballing of TCP made earlier were reversed and
accounted as extraordinary income.
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TSE and other subsidiaries have higher fixed and RM costs (US$/ton)
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TSI has a lean cost structure (US$/ton)
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Expect strong 4QFY11 for TSI and margin improvement at TSE

m  Steel prices have moved up 30-45% across the world since early December due to
raw material cost push and end of de-stocking. Steel demand scenario is improving
gradually at TSE and strong prices will result in margin expansion for TSE. We expect
EBITDA per ton of US$80 at TSE and other subsidiaries.

m In India, both demand and pricing environment remain robust. Raw material costs are
expected to remain flat at TSI for 4QFY11. Domestic steel producers raised steel
prices in early January and February to maintain margins and bridge the increasing
gap between global and domestic steel prices. We expect strong growth in earnings
for TSI.

Hot rolled coil prices in Europe (Euro/ton)
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Indian Steel flat prices (Rs/ton)
= HRC tube grade Mumbai CRC 0.63 DSK Delhi e GP 0.63 Delhi
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Margin expansion and volume growth to drive earnings; upgrading FY12E
EPS by 10%; Buy

Though we have cut our FY11E EPS by 3% to Rs72.5, we have upgraded our FY12E
EPS by 10% to Rs82.8 to factor in stronger steel prices.

The outlook for Indian business remains robust due to lean cost structure and stronger
steel prices pushed by shortage of raw materials. We expect gradual expansion of
margins at TSE due to investment in improving operating efficiencies.

Iron ore production from DSO project in Canada is expected to start in 1QFY13.
Riversdale too will start coking coal production in 2HFY12.

We expect RolC for the group to improve due to growth in high margin businesses.
Interest costs will rise in the interim due to higher working capital requirement and
rising interest rates. However, strong cash flows from Indian business will aid
deleveraging.

The stock is trading at an EV of 5.6x FY12E EBITDA and at 7.7x FY12E EPS. We
believe Tata Steel is well placed due to raw material integration and superior product
positioning. It is our top pick in the metals space. Re-iterate Buy.

QUARTERLY (TATA STEEL EUROPE) (RS MILLIOH)
¥'E MARCH FY10 F¥11 FY10 FY11E
10 20 30 40 10 20 30 40E
Sales (000 tonsz) 3,300 3820 3,750 3,900 3,0 3530 3,470 4 000 14,874 14,710
Change (Yo %) -47 6 -3z -2 14.7 2.4 -84 27 2B -24.5 =11
Fealization (U=$ per tan] 945 a54 955 976 1,046 1121 1,153 1,165 955 1,120
Change (ol %) -10.4 -6.3 4.1 29 7.e 7 2.4 1.0 -22.4 9.4
Het Sales 152,280 167,680 167,550 174,736 A¥F7A10 183,874 179,400 211,523 662,246 751,907
Change (Qol %) -14.7 8.1 -0 4.5 1.4 34 -24 17.4 -39.6 135
EBITDA 18,530 -18,020 6,606 16,808 13,630 8,852 3950 14,576 13,136 41,008
Az % of Met Sales -i2.2 =107 39 a6 7T 4.8 2.2 R =20 55
EBITDA(USSsS) 115 -95 38 94 1 54 25 &0 -19 59
Teeszide lozs (USE m) a0 170 220
adj. EBITDA (USDAon) -100 -52 a5 94 &1 a4 25 a0 -4 i1
E: MOSL Estimates
4
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QUARTERLY PERFORMANCE (COHSOLIDATED) (RS MILLIOH)
¥iE MARCH FY10 F¥11 F¥10 F¥Y11E
10 20 3 44 1Q 20 32 4QE
Sales (k tons) 5443 5222 B212 5500 5,900 5520 5,280 £ ES1 24 377 23,651
Change (Vo' 95) -i6E -22.2 3.2 4.6 A4 -E.5 15,0 2.4 -1.3 -30
Realization (Rz per ton) 42793 40815 42180 423113 46,093 49220 55094 52803 42004 0,759
Change {¥o' %) -15.4 -6 -25.48 -8 7.7 206 306 248 -208 208
Het Sales 232,923 253950 262,020 275038 271,948 286,462 290,895 351192 1,023,931 1,200,496
Change Yoy %) -46.5 -42.5 =241 4.9 6.5 12.8 o 2T =305 7.2
EBITDA -299 J3ME 3,043 45964 44,326 36,723 34246 55170 80,427 170,465
Change (oY %) -100.4 955 g6 11526 gar.7 103 20 -2.0 351
% of Met Sales) - 1.5 1.8 16.7 {63 12.8 .a 157 r.4a 142
EBITDA(US$=S) 1 12 107 154 165 136 145 183 70 158
Interest 2,819 TA72 7 B30 6 600 5,976 6 E37 7432 7 EBa0 302M 27 735
Deprecistion 10890 11535 11,547 10946 10439 10,751 11,264 11,403 44 917 43 887
Cther Income 2,039 179 2,399 2,241 595 1,143 -1,043 1,534 6,659 2,228
PBT (before EO Inc.) 17,968 14810 14,265 30,660 26,505 20,448 14506 37,611 12447 101,071
E Incomelexp) -2188 9113 -1,794 1,255 -599 G655 1,223 -11,837 7,309
PET (after EQ Inc.) 20156 -23,923 1247 3,018 25,007 27133 15,729 37,611 M0 108,380
Total Tax 2,229 3275 8148 7 BEE 10,005 7450 E,240 8067 M 518 32 BB
X T ey 22 579 287 351 364 43.0 238 1771 323
Reported PAT -22,385 27198 1,323 24052 17,902 19,683 9,489 28,644 -21,208 75,719
Adjusted PAT 19,899 17,959 6,521 23,083 18,851 13,104 5,807 28,764 -8,255 69,526
Change (¥o¥ %) =167 1549 =333 274N -1735.8 351 246 -1ea -ad2 2
E: MOSL Estimates: tss=ton of steel sales
QUARTERLY PERFORMAHNCE (TSE & OTHER SUBSIDIARIES) (RS MILLIOH)
YiE MARCH F¥10 F¥11 F¥10 FY11E
1Q 20 30 40 1Q 20 30 40QE
Sales (000 tons) 4025 4 TES 4 E1E 4 802 45M 4 160 3E39 4902 18,208 17 202
Change (o' %) -45.8 =297 -6.7 160 1.8 127 212 21 -27.8 -85
Realization (U=F per ton) 00 a4 a9 914 1,005 1,114 1,329 1,204 a5 1,155
Chahge (Qald %) -6.9 -5 7.8 -8.7 4.9 0.8 183 -a.4 -22.0 28.0
Het Sales 176,766 197,029 198271 201,643 206,433 215,394 216,921 267,998 TF3, M1 906,746
Change Yo' (9) -52.7 -47.2 Iy 1.3 16.8 4.3 a.4 324 -ard 17.2
EBITDA AT 15,504 7937 16,194 15161 10,433 6041 17,864 -0,094 49,500
Change (o' %) 447 1306 425 -MaT 1856 167 .3 -239 103 1104 B4 3
Az % of Net Sales 10,4 -4 4.0 XY 7a 4.8 2.8 6.7 -1z 5.5
EBITDA (USDAon) -90 -67 7 [ (L 54 BTy 80 -11 63
Interest 5,397 3,252 3473 3014 2,699 3212 4 075 4 264 18137 14 255
Depreciation G395 garz G925 7a3 7 E3T 7 966 5,400 G453 34 086 32455
Cther Income 1576 -5 1 464 ae3 110 e -1,156 45 33 E15
PET ({after EQ Inc.) -32,088 -37,422 -4,955 2,632 4,337 -246 -6,3M 5988 -T,833 3,708
Total Tax -1,805 -1,195 2540 203 2229 724 725 1,195 157 3424
% Tax 5.6 3.2 -53.3 77 Sh4d 0 2947 4 20.0 0.2 924
Reported PAT -30,284  -36,227 -7,5095 2,429 2108 -969 5,646 4,790 -71,822 284
Minority Interests -2 174 148 43 ES 103 -3a0 43 152 -375
Adjusted PAT 28096 27114 5,638 6,009 2,707 653 -6, 869 4,790 54,876 -25
Change (Yo' 95) “2158 0 1ad4 JE2eSa 1304 1006 -47E 2.8 -20.3 -246.0 -85 &
E: MOZSL Estimates
5
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Tata Steel: an investment profile

Company description

Tata Steel (TATA), the lowest cost producer in India, has
become the sixth largest steel maker globally after the
acquisition of Corus (which is several times its size). The
combined entity (Tata- Corus) currently has its business
spread over Europe, UK, Asia, North America and Rest of
the World. Tata-Corus (27mtpa) now has ~22% raw material
security and plans to increase it to 50-60%. Production will
increase to 34mtpa through brownfield expansions at
Jamshedpur and greenfield projects in Orissa.

Key investment arguments

m Tata Steel India's volumes will increase 5% in FY12,
followed by larger increase of 24% to 8.5mtons in FY13
due to expansion of capacity by 3mtpa to 10mtpa by
December 2011.

m  Overseas investment in raw material assets, Riversdale
and New Millennium Capital, will start generating cash
flows in the next few quarters with start of coking coal
and iron ore production, respectively. These investments
are worth US$2b-2.5b at current market prices.

m Tata Steel is focusing to expand TSE's thin margins
through reworking of product pricing, procurement
policies, asset sweating and further improvement in
operating efficiencies.

Comparative valuations

Tata Steel

Key investment risks

m Tata Steel's earnings are highly leveraged to steel
prices and Corus' earnings, while demand scenario
remains challenging in European markets.

Recent developments
m Tata Steel raised Rs34.8b through follow-on public offer
in January by issuing 57m shares at Rs610 per share.

Valuation and view
m The stock trades at an EV of 5.6x FY12E EBITDA.
Maintain Buy.

Sector view

m  Steel prices have moved up 30-45% across the world
since early December due to raw material cost push,
end of de-stocking and supply correction. Demand is
likely to pick up over the next couple of months, as
buyers return to the market post winter vacations in
the western world. A strong steel price scenario is
expected for 4-5 months. However, raw material prices
are also expected to rise on various issues such as
natural calamities. Indian steel demand is likely to grow
10-12% over FY10-12 due to the planned infrastructure
investment by the government and a rebound of capex.
WSA expects Indian steel demand to grow at 13.6%
in 2011. We remain positive on domestic integrated
steel companies.

EPS: MOSL forecast v/s consensus (Rs)

Tata Steel SAIL JSW Steel MOSL Consensus Variation
P/E (X) FY11E 8.8 13.1 13.7 forecast forecast (%)
FY12E 7.7 11.6 8.1 FY11 72.5 67.4 7.4
P/BV (x) FY11E 3.2 1.8 1.3 FY12 82.8 76.9 7.8
FY12E 2.3 1.6 1.0
EV/Sales (x) EY11E 09 15 15 Target Price and Recommendation
FY12E 0.7 15 1.0 Current Target UpSIde Reco.
EV/EBITDA(x)  FYLlE 6.2 7.6 8.3 Price (Rs) Price (Rs) (%)
FY12E 5.6 9.7 5.1 641 1,017 58.7 Buy
Stock performance (1 year)
Tata Steel Sensex - Rebased
800
Shareholding Pattern (%) 700
Dec-10 Sep-10 Dec-09 600
Promoter 325 325 31.3
500
Domestic Inst 26.2 26.2 24.8
Foreign 17.4 17.0 19.7 400
Feb-10 May-10 Aug-10 Nov-10 Feb-11
Others 23.9 24.3 24.2
6
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Financials and Valuation

IHCOME STATEMENT (CONSOLIDATED) (RS MILLION) RATIOS (CONSOLIDATED])
Y E MARCH 20410 2011E 2012E 2013 Y/E MARCH 2010 2011E 2012E 2013E
Met Sales 1,023,931 1,200,496 1,350,225 1,415,670 Basic Rs)
Change [%)] 305 1722 125 45 EPS A3 725 8.8 1020
Cash EPS 257 1247 1294 1537
EEMDA #0427 170,465 177,624 208,205  ByiShare 957 2025 2770 3661
% of Met Sales 73 142 152 147  DPS 5.0 a.0 100 11.0
Deph. & Arotization 44917 43887 45845 soger | ovodl®l (105.4) S Ul 22
EBIT 35509 126577 AM,7F79 157,435 Valuation ()
Met Interest 30221 27 73S 30ETA IDEET z*:gh or ng:gj 2:18 ;; E:g
Cther income BBSY 2228 4339 4465 oo 67 e = b=
P BT before EO 12447 101,071 105539 129,235 EviSales 10 0.9 0.7 05
EC ikizone 11,837 7 309 EV/EEITDN 126 6.2 ok 4.3
PET after EO 310 108,350 105539 129,235  Lividend Tield [%] 1.2 14 18 1.7
Tax 21518 32F61 25705 30,704  Return Ratios ()
Reported PAT 24,208 75719 79,834 98,532 xI%E j{:- 1;:3 ;_13; ;_153
Winority interests 152 375 35 165
Share of as50. PAT 1 269 742 BET Ea4 "F'-_'“':":“ Et“%’m' Ratios - s i -
Attributable PAT 20,092 76,836 80,465 99,061 nﬁlit Tj;we”rr?i]” er ] 13 13 14 3
Adjusted PAT 8,255 69,526 80,465 99,061 i 411 437 9.9 e
Change [%] -109.1 -nia- 13.7 2371 jyentory [Dayz] BT [oa] B3 EE
Bde Pavables [Days) G34 1.7 ME a5
BALANCE SHEET (CONSOLIDATED) (RS MILLION)  Working Capital Tumower [Dan 22 43 34 29
¥/E MARCH 2010 2011E__ 2012E _ 2013E | eyeryne Ratio (9
Share Capital 3,867 9 587 9707 9707 cument Ratio 15 114 18 an
Reserves 221516 330,423 404749 491308  Interest Cover Ratio 1.2 45 43 4.8
et Worth 230,383 340,011  M4,457 501,015  DebtEquity 5.2 23 1.4 0s
Wlinority Interest g ,541 5466 850 5,566
Total Loans £3 004 559,835 s24.008 515276 CASHFLOW STATEMEHNT (CONSOLIDATED)
Deferved Tax: Liability 16541 14742 12343 11,144 2010 20M1ME 2012E 2013E
Capital Employed 786,768 923,053 959,909 1,036,101 EGITDA 80427 170463 177 E24 208,203
Gross Block 876,200 1,001,280 1,031 290 1205010 0N Gash exp. fincorme) 2404
Less: Accum, Deprn. EOS126 E52013 E97@59 7aggzg  nelecin lkg. Cap. 46,465 IR e
Net Fixed Assets 368,164 349,276 333,431 456,384 - Fad 24588 -32EET 25,705 -a0,704
Capital P 59795 140745 174319 43345 A0 [employes seperation)
Investments 34890 34530 34590 34,590  CF from Op. Activity 104,710 75159 167,463 169,999
Gooduill on conzolidation 145418 145418 145418 145418
Curr. Assets 457,965 545510 594,892 710,533  (Ihc)Decin FA + CIIP 9495 75951 -B4173 42,147
Inwertory 166,866 224073 233559 255475 [PurliSale of Investments 5,395
Deeount Feceivables 116240 143736 147553 160,989  poouistion in subsidiates -3538
Cazh and Bank Balance G766 1100068 145931 242524 vt & Divident ncome 3,054 2228 4339 4 465
Cthers B7E94  BYE94  B7ES4 51245 Other investing achviies 15,051 771 18428
Curr. Liability & Prov. 309,464 292787 323642 354,470 CF from Inv. mm _51,534 _33,??4 -59,“53 A 9,254
Lecount Payables 233856 235045 264895 292 G
Provizions & Others TSETE 5642 SBTAS  B1AI0 gl J44E5 45482 5346
:;tpll:“n:-::jtnﬂism :_::’:g; igizzg i;;’iz: . :g:::: Dbt raiseddrepaid] 29944 28831 3582 8732
= 1 1 L) L) L] - .
OEL Eefries Dividen [!ncl.hx] 43209 10403 113685 12,502
Interest paid 52662 27735 30579 32 EET
CF from Fin. Activity 54,350 36,455 72,476 53,901
finc}Dec in Cash 8,224 2284 35975 96,343
Bdd: opening Balance 95,390 87166 1100086 145931
Closing Balance 87,166 110,006 145981 242,824
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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
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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
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