
 ENAM Securities 
 India Research 

 
 
  
 
 
 
 
 

 
 

Rs 251
Target Price: Rs 296
Potential Upside: 18%

Nalco R
ES

U
LT

S 
U

P
D

A
TE

 

ENAM Research is available on Bloomberg (ENAM <Go>), Multex.com and Firstcall.com 25 April 2007

Relative to sector: Neutral 

   

 

 
 
 
 
 
 
 
 
Relative Performance 

60

100

140

Apr-06 Oct-06 Apr-07

Sensex Nalco
 

Source: Bloomberg, ENAM Research 

 
Stock data 

No. of shares : 644mn 
Market cap  : Rs 161bn 
52 week high/low : Rs 335/ Rs 185 
Avg. daily vol. (6mth) : 306,300 shares 
Bloomberg code : NACL IN 
Reuters code : NALU.BO 
 
Shareholding (%) Mar-07 QoQ chg 

Promoters : 87.2 0.0  
FIIs : 2.2 0.4  
MFs / UTI : 0.3 (0.1) 
Banks / FIs : 6.5 0.1  
Others : 3.8 (0.3) 
 

 

 STEADY PERFORMANCE! 
National Aluminum Company (Nalco) reported marginally higher YoY 
revenue growth of 1.9%. The EBITDA for Q4FY07 increased 4% QoQ 
but declined 9.3% YoY due to a sharp fall in alumina prices (~47% on 
a YoY basis). Strong performance in the power business (QoQ growth 
of 39% in revenues and 92% higher EBIT) partially offset the drop in 
performance of the alumina segment. PAT declined 3% YoY to Rs 
5,908mn but increased 3.2% QoQ. 

Q4FY07 Highlights: 
 Alumina sales increased 108% QoQ to ~302,000 tonnes. Nalco

liquidated alumina inventory carried forward from the previous 
quarter in line with improving prices. 

 Aluminium production declined 1% YoY to ~88,820 tonnes. Avg. 
aluminum realizations increased ~3% QoQ to ~$2,800/ tonne.  

 Power segment revenues increased 39% QoQ on the back of 
higher unit sales and higher average realizations. The higher PLF 
contributed to higher generation during the quarter and the 
average realizations improved on the back of increased sales to 
SEB. The operating profit per unit improved with the replacement 
of imported coal with domestic coal on YoY basis.  

Going forward the company plans to sell a major portion of alumina 
on contracted prices. We expect blended alumina realizations to be 
around $280/ tonne in FY08 and $295/ tonne in FY09. We have 
assumed aluminum prices at $2,340/tonne and $2,488/ tonne for 
FY08 and FY09 respectively, which are much below the current spot 
price of ~$2,830/ tonne. However we expect aluminium prices to 
remain strong in the medium term. We plan to revisit our earnings 
and exchange rate assumptions (USD:INR FY08E Rs44.1 & FY09E Rs 
42.4), in near future. To factor in the higher alumina realizations, we 
revise our FY08 EPS to Rs 29.4 from Rs 27.1. We believe, at CMP (Rs 
251), the stock trading at 8.5x FY08E earnings is fairly valued but 
does not capture the potential upside of the aluminum prices. We 
upgrade our rating on the stock to sector Neutral with slightly higher 
target price of Rs 296. (8x FY08E EPS + FY07E cash/share of ~Rs61).

Financial summary 
 
Y/E Mar 

Sales 
(Rs mn) 

PAT  
(Rs mn) 

Consensus 
EPS* (Rs )

EPS 
(Rs )

Change
YoY (%)

P/E 
(x)

RoE 
(%)

RoCE  
(%) 

EV/EBIDTA 
(x)

DPS 
(Rs.)

2006  49,820   15,325  -  23.8   29  12.3  28.9   45.3  6.3 5.0 
2007  59,425   23,807  -  36.9   55  6.3  34.4   52  3.1 5.0 
2008E  55,098   18,937  26.0  29.4   (20) 8.5  21.8   33  4.2 6.0 
2009E  56,347   19,092  24.2  29.6   1  8.5  18.7   28  4.4 7.0 
Source: *Consensus broker estimates, Company, ENAM estimates 
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Results update 
 Quarter ended 12 months ended 

(Rs. mn) Mar-07 Mar-06 % Chg Dec-06 % Chg Mar-08E Mar-07 % Chg

Net Sales 15,668  15,380 1.9 14,486 8.2 55,098  59,425 (7.3)

EBIDTA 8,798  9,705 (9.3) 8,449 4.1 27,738  35,342 (21.5)

Other income 1,199  851 40.8 978 22.5 4,035  4,025 0.2 

PBIDT 9,997  10,556 (5.3) 9,428 6.0 31,773  39,367 (19.3)

Depreciation 819  894 (8.4) 744 10.0 3,260  3,121 4.5 

Interest - - - - - - - -

PBT 9,178  9,663 (5.0) 8,684 5.7 28,513  36,247 (21.3)

Tax  3,270  3,582 (8.7) 2,958 10.6 9,576  12,440 (23.0)

PAT 5,908  6,080 (2.8) 5,726 3.2 18,937  23,807 (20.5)

No. of shares (mn) 644  644 - 644 - 644  644 - 

EBIDTA margins (%) 56.2  63.1 - 58.3 - 50.3  59.5 - 

PBIDT margins (%) 63.8  68.6 - 65.1 - 57.7  66.2 - 

EPS - annualized (Rs.) 36.7  37.7 (2.8) 35.5 3.2 29.4   36.9 (20.5)

Source: Company, ENAM Research  

Segment-wise break-up 

 Quarter ended 

(Rs. mn) Mar-07 Mar-06 % Chg Dec-06 % Chg

Revenues*   

Alumina  5,366  9,871  (45.6)  5,774   (7.1)

Aluminium & Power  14,231  10,116  40.7   13,815   3.0 

EBIT     

Alumina  2,535  7,760  (67.3)  3,615   (29.9)

Aluminium & Power  6,064  1,617  275.1   4,438   36.6 

Source: Company , *Note – Revenues including intersegment revenues.  

Alumina and Aluminium Price Trend 
 

Alumina: Spot price trend Aluminum: Spot price trend 

($/tonne)
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Source: Bloomberg, ENAM Research 
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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. 


