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S O  W H A T ?  T H E  B N P  P A R I B A S  A N G L E  

 We think that the Street is 
ignoring rising spot steel 
prices and its impact on 
contract prices. 

 We are first on the Street to 
point out that upward trend in 
spot prices will have a 
bearing on contract prices 
that are negotiated quarterly. 

 

Stock Picks 

 BBG Share Target Upside/ Mkt ——— Rec P/E ———
Company code Rec price price (Downside) cap 2008E 2009E 2010E
 (INR)  (INR)  (%) (USD m) (x)  (x)  (x)
Tata Steel TATA IN BUY 822.55 1,037.00 26.0 16,530 10.8 6.3 4.9
JSW Steel JSTL IN BUY 987.25 1,100.00 11.4 4,626 10.1 11.0 7.1
SAIL SAIL IN HOLD 162.45 165.00 1.6 15,642 8.7 9.0 8.0
Source: BNP Paribas estimates  

 

Rising spot steel prices highlight the limited impact of price cuts by major steel producers. While we are not building in a 
formal price hike in August, we view higher spot prices as incrementally positive and leading indicator of higher contract 
rates for companies under coverage. Top pick is Tata Steel. Reiterate BUY on JSW Steel; HOLD on SAIL.  

 

Spot steel prices on the rise; leading 
indicator for higher contract prices  
Secondary steel producers raising prices to cover higher 
input costs  
In the last one month, spot prices for hot rolled coil (HRC) and thermo 
mechanically treated (TMT) rebar have increased by 7% and billet prices 
have moved up by 16%, ending two months of price decline. We believe 
the increase in spot prices is due to secondary steel producers raising 
prices to compensate for higher input costs. As a result, dealers are 
increasing prices. 

Price cuts have had limited impact 
Only five major steel producers accounting for nearly 55% of the 
country’s production rolled back steel prices by USD100/tonne in May 
2008. The announced price cut is applicable on spot sales only and 
excludes contractual sales, where prices are typically negotiated on a 
quarterly basis. The moratorium on price increase ends in early August. 

Rising spot prices may lead to higher contract prices 
We are still not expecting a formal steel price increase by major steel 
producers, primarily due to the government's interest in keeping prices 
low in an election year. But, higher prices for contractual sales are 
possible, which can result in upside for companies under coverage.  

Incrementally positive for companies under coverage 
SAIL and Tata Steel can potentially increase prices on contract sales 
given rising spot prices. For SAIL, we estimate about 40% of sales are 
under contracts, wherein prices are negotiated quarterly or semi-
annually. JSW Steel has already adopted a variable pricing structure, 
which has reduced the volume of products sold at discounted prices.  
We believe JSW sells about 50% of its HRC/CRC steel in spot market, 
while the remaining is sold under contracts. 

Tata Steel is our top pick 
Reiterate BUY on Tata Steel and JSW Steel. We are now a HOLD on 
SAIL as we see limited downside from the current price level. 
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India Steel Demand-Supply Scenario 
 FY08E FY09E FY10E FY11E FY12E
Installed capacity – crude steel 55.0 62.9 69.9 89.5 90.5
Existing capacity 55.0 55.0 62.9 69.9 89.5

New capacity 0.0 7.9 6.9 19.6 1.0
  
Installed capacity – flat/long 55.0 62.9 69.9 89.5 90.5
Flat 28.8 34.2 35.5 47.0 47.0
Long 26.2 28.7 34.4 42.5 43.5
  

Production available for sale 47.7 52.6 60.0 72.6 77.2
Imports 6.6 7.9 8.2 7.0 9.4
Exports 5.1 5.6 6.2 6.8 7.5

Supply 49.2 54.8 62.0 72.8 79.1
Apparent consumption 48.5 54.8 62.0 70.0 79.1
Source: BNP Paribas estimates 
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Exhibit 1: Spot Steel Prices Move Up As Secondary Producers Raise Prices 
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Note: Spot prices ex Mumbai inclusive of excise duty, sales/vat tax, freight and dealer's commission 
Sources: JPC; BNP Paribas 
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F I N A N C I A L  S T A T E M E N T S  

Tata Steel
Profit and Loss (INR m)
Year Ending March 2006A 2007A 2008E 2009E 2010E 
Revenue 203,221 252,133 1,282,801 1,592,157 1,682,987
Cost of sales ex depreciation (66,588) (86,312) (572,832) (783,612) (810,040)
Gross profit ex depreciation 136,634 165,821 709,969 808,545 872,947
Other operating income - - - - -
Operating costs (73,190) (90,744) (532,990) (571,369) (587,599)
Operating EBITDA 63,444 75,077 176,979 237,176 285,348
Depreciation (8,604) (10,110) (36,931) (40,438) (41,629)
Goodwill amortisation - - - - -
Operating EBIT 54,840 64,967 140,049 196,738 243,719
Net financing costs (1,616) (4,112) (41,721) (32,373) (32,373)
Associates - - - - -
Recurring non operating income 2,467 4,381 3,544 - -
Non recurring items (542) (2,106) 3,654 - -
Profit before tax 55,150 63,130 105,525 164,365 211,346
Tax (17,939) (21,474) (35,047) (52,626) (67,339)
Profit after tax 37,211 41,656 70,478 111,738 144,008
Minority interests (186) (675) - - -
Preferred dividends - - - - -
Other items 322 792 - - -
Reported net profit 37,346 41,773 70,478 111,738 144,008
Non recurring items & goodwill (net) 718 2,822 (4,867) - -
Recurring net profit 38,065 44,595 65,612 111,738 144,008

Per share (INR)
Recurring EPS * 68.83 80.86 76.11 129.62 167.05
Reported EPS 67.53 75.74 81.76 129.62 167.05
DPS 12.87 13.00 13.14 13.14 13.14

Growth
Revenue (%) 27.0 24.1 408.8 24.1 5.7
Operating EBITDA (%) 2.3 18.3 135.7 34.0 20.3
Operating EBIT (%) (1.3) 18.5 115.6 40.5 23.9
Recurring EPS  (%) 1.8 17.5 (5.9) 70.3 28.9
Reported EPS  (%) 3.5 12.2 7.9 58.5 28.9

Operating performance
Gross margin inc depreciation (%) 63.0 61.8 52.5 48.2 49.4
Operating EBITDA margin (%) 31.2 29.8 13.8 14.9 17.0
Operating EBIT margin (%) 27.0 25.8 10.9 12.4 14.5
Net margin  (%) 18.7 17.7 5.1 7.0 8.6
Effective tax rate (%) 32.5 34.0 33.2 32.0 31.9
Dividend payout on recurring profit (%) 18.7 16.1 17.3 10.1 7.9
Interest cover (x) 35.5 16.9 3.4 6.1 7.5
Inventory days 144.3 140.9 86.9 136.4 161.4
Debtor days 22.8 21.0 28.5 47.0 50.3
Creditor days 185.8 184.7 108.8 149.7 162.9
Operating ROIC (%) 51.4 50.2 44.2 36.3 39.2
Operating ROIC - WACC (%) 34.2 33.0 27.0 19.0 21.9
ROIC (%) 40.7 29.7 22.2 19.1 21.9
ROIC - WACC (%) 23.5 12.5 5.0 1.8 4.7
ROE (%) 43.2 35.8 33.2 37.4 34.9
ROA (%) 20.8 14.1 11.9 10.4 11.4
* Pre exceptional, pre-goodwill and fully diluted  

Sources: Tata Steel; BNP Paribas estimates 

Tata Steel India 
capacity expansion from 
5m tonnes to 6.8m 
tonnes 
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Tata Steel
Cash Flow  (INR m)
Year Ending March 2006A 2007A 2008E 2009E 2010E 
Recurring net profit 38,065 44,595 65,612 111,738 144,008
Depreciation 8,604 10,110 36,931 40,438 41,629
Associates & minorities 186 675 - - -
Other non-cash items (4,812) (13,790) 103,808 (621) (3,015)
Recurring cash flow 42,043 41,590 206,350 151,555 182,622
Change in working capital (7,328) 7,314 (120,145) (92,907) (13,729)
Capex - maintenance (18,816) (29,271) (43,000) (52,700) (83,300)
Capex - new investment - - - - -
Free cash flow to equity 15,899 19,634 43,205 5,949 85,593
Net acquisitions & disposals (8,464) (138,781) (560,000) - -
Dividends paid (7,117) (7,168) (11,327) (11,327) (11,327)
Non recurring cash flows 2,278 5,169 - - -
Net cash flow 2,596 (121,146) (528,122) (5,379) 74,266
Equity finance 7 15,459 45,039 - -
Debt finance 298 202,638 316,477 - -
Movement in cash 2,902 96,951 (166,607) (5,379) 74,266

Per share (INR)
Recurring cash flow per share 76.03 75.41 239.37 175.81 211.84
FCF to equity per share 28.75 35.60 50.12 6.90 99.29

Balance Sheet  (INR m)
Year Ending March 2006A 2007A 2008E 2009E 2010E 
Working capital assets 51,313 75,562 436,297 605,708 633,916
Working capital liabilities (43,675) (75,238) (315,829) (392,333) (406,813)
Net working capital 7,638 324 120,469 213,375 227,104
Tangible fixed assets 107,881 142,205 367,915 380,177 420,362
Operating invested capital 115,519 142,529 488,383 593,552 647,466
Goodwill 1,140 2,197 253,237 253,237 253,237
Other intangible assets - - - - -
Investments - - - - -
Other assets 37,349 167,073 234,113 234,113 234,113
Invested capital 154,008 311,799 975,733 1,080,901 1,134,815

Cash & equivalents (7,768) (108,880) (8,113) (2,735) (77,000)
Short term debt - - - - -
Long term debt * 33,774 249,255 574,802 574,802 574,802
Net debt 26,007 140,376 566,689 572,067 497,802
Deferred tax 9,922 7,859 17,699 17,699 17,699
Other liabilities 14,026 11,183 136,113 136,113 136,113
Total equity 102,818 146,397 249,247 349,037 477,217
Minority interests 1,236 5,984 5,984 5,984 5,984
Invested capital 154,008 311,799 975,732 1,080,901 1,134,815
* Includes convertibles and preferred stock which is being treated as debt

Per share (INR)
Book value per share 185.93 265.44 289.13 404.89 553.58
Tangible book value per share 183.87 261.46 (4.63) 111.13 259.82

Financial strength
Net debt/equity (%) 25.0 92.1 222.0 161.1 103.0
Net debt/total assets (%) 12.7 28.3 43.6 38.8 30.8
Current ratio (x) 1.4 2.5 1.4 1.6 1.7
CF interest cover (x) 10.8 5.8 2.0 1.2 3.6

Valuation 2006A 2007A 2008E 2009E 2010E 
Recurring P/E (x) * 11.9 10.2 10.8 6.3 4.9
Recurring P/E @ target price (x) * 15.1 12.8 13.6 8.0 6.2
Reported P/E (x) 12.2 10.9 10.1 6.3 4.9
Dividend yield (%) 1.6 1.6 1.6 1.6 1.6
P/CF (x) 10.8 10.9 3.4 4.7 3.9
P/FCF (x) 28.6 23.1 16.4 119.2 8.3
Price/book (x) 4.4 3.1 2.8 2.0 1.5
Price/tangible book (x) 4.5 3.1 neg  7.4 3.2
EV/EBITDA (x) ** 7.3 6.8 5.2 5.4 4.4
EV/EBITDA @ target price (x) ** 9.1 8.3 6.1 6.2 5.0
EV/invested capital (x) 3.1 1.9 1.3 1.2 1.1
* Pre exceptional, pre-goodwill and fully diluted
** EBITDA includes associate income and recurring non-operating income  

Sources: Tata Steel; BNP Paribas estimates 

 
 

Tata Steel India 
acquires Corus Group 
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JSW Steel
Profit and Loss (INR m)
Year Ending March 2007A 2008A 2009E 2010E 2011E 
Revenue 85,944 114,377 190,706 245,574 352,249
Cost of sales ex depreciation (56,022) (79,009) (146,720) (180,626) (261,215)
Gross profit ex depreciation 29,923 35,368 43,986 64,948 91,033
Other operating income - - - - -
Operating costs (2,845) (2,740) (3,782) (5,519) (8,165)
Operating EBITDA 27,078 32,628 40,203 59,429 82,869
Depreciation (4,982) (6,707) (9,181) (13,343) (18,668)
Goodwill amortisation - - - - -
Operating EBIT 22,096 25,921 31,023 46,086 64,201
Net financing costs (3,995) (4,404) (7,779) (8,855) (16,170)
Associates - - - - -
Recurring non operating income 1,052 3,324 2,912 3,350 3,153
Non recurring items - - - - -
Profit before tax 19,152 24,841 26,155 40,582 51,184
Tax (6,232) (7,559) (8,108) (12,580) (16,891)
Profit after tax 12,920 17,282 18,047 28,001 34,293
Minority interests - - - - -
Preferred dividends - - - - -
Other items - - - - -
Reported net profit 12,920 17,282 18,047 28,001 34,293
Non recurring items & goodwill (net) - - - - -
Recurring net profit 12,920 17,282 18,047 28,001 34,293

Per share (INR)
Recurring EPS * 78.88 97.96 89.79 139.31 170.61
Reported EPS 78.88 97.96 89.79 139.31 170.61
DPS 24.95 14.12 11.73 11.73 11.73

Growth
Revenue (%) 38.3 33.1 66.7 28.8 43.4
Operating EBITDA (%) 60.3 20.5 23.2 47.8 39.4
Operating EBIT (%) 72.2 17.3 19.7 48.6 39.3
Recurring EPS  (%) 44.6 24.2 (8.3) 55.2 22.5
Reported EPS  (%) 44.6 24.2 (8.3) 55.2 22.5

Operating performance
Gross margin inc depreciation (%) 29.0 25.1 18.3 21.0 20.5
Operating EBITDA margin (%) 31.5 28.5 21.1 24.2 23.5
Operating EBIT margin (%) 25.7 22.7 16.3 18.8 18.2
Net margin  (%) 15.0 15.1 9.5 11.4 9.7
Effective tax rate (%) 32.5 30.4 31.0 31.0 33.0
Dividend payout on recurring profit (%) 31.6 14.4 13.1 8.4 6.9
Interest cover (x) 5.8 6.6 4.4 5.6 4.2
Inventory days 63.1 56.1 53.4 63.9 59.5
Debtor days 10.3 9.9 9.6 10.7 10.2
Creditor days 134.5 113.1 95.0 111.8 104.6
Operating ROIC (%) 29.6 28.0 23.1 22.0 25.3
Operating ROIC - WACC (%) 12.5 11.0 6.0 4.9 8.2
ROIC (%) 23.6 23.1 19.3 21.1 25.5
ROIC - WACC (%) 6.5 6.1 2.2 4.0 8.5
ROE (%) 26.0 26.9 22.4 27.7 26.4
ROA (%) 13.9 13.9 11.8 12.5 13.8
* Pre exceptional, pre-goodwill and fully diluted

Key Assumptions  (INR m) 2007A 2008A 2009E 2010E 2011E 
Sales Volume, Mn Tonne 2.67 3.40 5.29 6.91 10.29
ASP, $ per tonne 858 897 885 853
Iron ore cost per tonne, $ 46.34 65.97 69.12 72.85
Coking Coal/Coke per tonne, $ 179.9 383.0 331.5 309.1
Capacity Addition, Mn Tonne 2.80 3.20 -  

Sources: JSW Steel; BNP Paribas estimates 

 
 
 
 
 
 
 
 
 
 

FY09 and FY10 Sales 
growth driven by volume 
growth 

EBITDA margin will 
remain subdued in FY09 
and recover in FY10 
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JSW Steel
Cash Flow  (INR m)
Year Ending March 2007A 2008A 2009E 2010E 2011E 
Recurring net profit 12,920 17,282 18,047 28,001 34,293
Depreciation 4,982 6,707 9,181 13,343 18,668
Associates & minorities - - - - -
Other non-cash items 3,925 (215) (1,794) (4,702) -
Recurring cash flow 21,827 23,774 25,434 36,642 52,961
Change in working capital 4,643 (3,797) (3,751) (1,836) (3,976)
Capex - maintenance - - - - -
Capex - new investment (23,468) (45,773) (53,251) (66,366) (10,860)
Free cash flow to equity 3,002 (25,796) (31,568) (31,560) 38,126
Net acquisitions & disposals - - - - -
Dividends paid (4,087) (2,640) (2,357) (2,357) (2,357)
Non recurring cash flows (486) 0 (5,000) 0 (0)
Net cash flow (1,572) (28,436) (38,925) (33,917) 35,768
Equity finance 2,122 2,176 - - -
Debt finance 1,839 28,987 34,528 37,202 4,548
Movement in cash 2,389 2,727 (4,397) 3,285 40,316

Per share (INR)
Recurring cash flow per share 133.26 134.77 126.54 182.30 263.49
FCF to equity per share 18.32 (146.23) (157.05) (157.01) 189.68

Balance Sheet  (INR m)
Year Ending March 2007A 2008A 2009E 2010E 2011E 
Working capital assets 21,478 30,521 57,907 71,996 104,586
Working capital liabilities (22,857) (28,103) (51,738) (63,990) (92,604)
Net working capital (1,379) 2,418 6,169 8,006 11,982
Tangible fixed assets 81,891 101,451 157,960 245,794 239,989
Operating invested capital 80,512 103,869 164,130 253,800 251,971
Goodwill - - - - -
Other intangible assets - - - - -
Investments - - - - -
Other assets 23,907 43,718 38,878 10,881 8,878
Invested capital 104,419 147,587 203,008 264,681 260,849

Cash & equivalents (3,378) (6,105) (1,708) (4,993) (45,309)
Short term debt - - - - -
Long term debt * 41,730 70,718 105,246 142,448 146,995
Net debt 38,352 64,613 103,538 137,455 101,686
Deferred tax 10,127 10,216 11,022 13,134 13,134
Other liabilities - - - - -
Total equity 55,941 72,758 88,448 114,092 146,028
Minority interests - - - - -
Invested capital 104,419 147,587 203,008 264,681 260,849
* Includes convertibles and preferred stock which is being treated as debt

Per share (INR)
Book value per share 341.53 389.08 440.04 567.62 726.51
Tangible book value per share 341.53 389.08 440.04 567.62 726.51

Financial strength
Net debt/equity (%) 68.6 88.8 117.1 120.5 69.6
Net debt/total assets (%) 29.4 35.5 40.4 41.2 25.5
Current ratio (x) 1.1 1.3 1.2 1.2 1.6
CF interest cover (x) 7.6 5.5 3.8 4.9 4.0

Valuation 2007A 2008A 2009E 2010E 2011E 
Recurring P/E (x) * 12.5 10.1 11.0 7.1 5.8
Recurring P/E @ target price (x) * 13.9 11.2 12.3 7.9 6.4
Reported P/E (x) 12.5 10.1 11.0 7.1 5.8
Dividend yield (%) 2.5 1.4 1.2 1.2 1.2
P/CF (x) 7.4 7.3 7.8 5.4 3.7
P/FCF (x) 53.9 neg  neg  neg  5.2
Price/book (x) 2.9 2.5 2.2 1.7 1.4
Price/tangible book (x) 2.9 2.5 2.2 1.7 1.4
EV/EBITDA (x) ** 7.0 6.2 6.4 5.1 3.7
EV/EBITDA @ target price (x) ** 7.7 6.8 6.9 5.4 4.0
EV/invested capital (x) 1.9 1.7 1.5 1.3 1.2
* Pre exceptional, pre-goodwill and fully diluted
** EBITDA includes associate income and recurring non-operating income  

Sources: JSW Steel; BNP Paribas estimates 
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Steel Authority of India
Profit and Loss (INR m)
Year Ending March 2007A 2008A 2009E 2010E 2011E 
Revenue 350,262 402,142 474,064 487,613 652,319
Cost of sales ex depreciation (120,156) (122,932) (196,490) (197,688) (254,715)
Gross profit ex depreciation 230,106 279,210 277,573 289,924 397,604
Other operating income - - - - -
Operating costs (128,836) (165,819) (158,708) (156,699) (193,224)
Operating EBITDA 101,271 113,391 118,866 133,225 204,380
Depreciation (12,115) (12,355) (12,955) (13,505) (21,774)
Goodwill amortisation - - - - -
Operating EBIT 89,156 101,036 105,911 119,720 182,607
Net financing costs 4,205 9,338 7,249 7,748 (8,304)
Associates - - - - -
Recurring non operating income 866 4,314 - - -
Non recurring items - - - - -
Profit before tax 94,227 114,688 113,159 127,468 174,302
Tax (32,203) (39,320) (38,474) (43,339) (59,263)
Profit after tax 62,023 75,369 74,685 84,129 115,040
Minority interests - - - - -
Preferred dividends - - - - -
Other items - - - - -
Reported net profit 62,023 75,369 74,685 84,129 115,040
Non recurring items & goodwill (net) (70) 1,532 - - -
Recurring net profit 61,954 76,901 74,685 84,129 115,040

Per share (INR)
Recurring EPS * 15.00 18.62 18.08 20.37 27.85
Reported EPS 15.02 18.25 18.08 20.37 27.85
DPS - - - - 2.68

Growth
Revenue (%) 23.8 14.8 17.9 2.9 33.8
Operating EBITDA (%) 61.8 12.0 4.8 12.1 53.4
Operating EBIT (%) 76.4 13.3 4.8 13.0 52.5
Recurring EPS  (%) 53.1 24.1 (2.9) 12.6 36.7
Reported EPS  (%) 51.1 21.5 (0.9) 12.6 36.7

Operating performance
Gross margin inc depreciation (%) 62.2 66.4 55.8 56.7 57.6
Operating EBITDA margin (%) 28.9 28.2 25.1 27.3 31.3
Operating EBIT margin (%) 25.5 25.1 22.3 24.6 28.0
Net margin  (%) 17.7 19.1 15.8 17.3 17.6
Effective tax rate (%) 34.2 34.3 34.0 34.0 34.0
Dividend payout on recurring profit (%) - - - - 9.6
Interest cover (x) na  na  na  na  22.0
Inventory days 195.3 200.1 164.8 202.2 180.1
Debtor days 21.9 23.0 23.1 24.7 21.8
Creditor days na  na  na  na  na  
Operating ROIC (%) 79.5 90.1 85.4 82.8 75.5
Operating ROIC - WACC (%) 61.5 72.2 67.4 64.8 57.5
ROIC (%) 70.3 74.7 57.9 43.7 43.5
ROIC - WACC (%) 52.4 56.8 39.9 25.8 25.5
ROE (%) 41.4 37.5 27.8 25.1 27.1
ROA (%) 18.4 18.1 14.4 12.3 14.8
* Pre exceptional, pre-goodwill and fully diluted  

Sources: Steel Authority of India; BNP Paribas estimates 

 
 

FY11 sales growth 
driven by volume growth

EBITDA margin will 
remain subdued in FY09 
and FY10 
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Steel Authority of India
Cash Flow  (INR m)
Year Ending March 2007A 2008A 2009E 2010E 2011E 
Recurring net profit 61,954 76,901 74,685 84,129 115,040
Depreciation 12,115 12,355 12,955 13,505 21,774
Associates & minorities - - - - -
Other non-cash items (4,870) (1,289) (1,552) (8,110) (4,458)
Recurring cash flow 69,199 87,966 86,088 89,524 132,355
Change in working capital (10,369) 2,333 (29,287) (3,668) (14,194)
Capex - maintenance - - - - -
Capex - new investment (10,908) (30,000) (50,000) (110,000) (180,000)
Free cash flow to equity 47,922 60,299 6,801 (24,143) (61,839)
Net acquisitions & disposals - - - - -
Dividends paid (11,068) (11,772) (11,772) (11,772) (9,417)
Non recurring cash flows (1,390) (0) - - (0)
Net cash flow 35,464 48,528 (4,970) (35,915) (71,256)
Equity finance 24 - - - -
Debt finance (1,115) (5,651) 35,484 114,873 87,620
Movement in cash 34,372 42,877 30,514 78,958 16,364

Per share (INR)
Recurring cash flow per share 16.75 21.30 20.84 21.67 32.04
FCF to equity per share 11.60 14.60 1.65 (5.85) (14.97)

Balance Sheet  (INR m)
Year Ending March 2007A 2008A 2009E 2010E 2011E 
Working capital assets 107,688 117,452 164,490 168,156 219,025
Working capital liabilities (109,490) (121,587) (139,338) (139,337) (176,011)
Net working capital (1,802) (4,135) 25,152 28,819 43,013
Tangible fixed assets 115,977 113,379 112,776 121,558 288,900
Operating invested capital 114,175 109,244 137,928 150,378 331,913
Goodwill - - - - -
Other intangible assets - - - - -
Investments - - - - -
Other assets 18,790 38,790 78,790 178,790 176,429
Invested capital 132,965 148,034 216,718 329,168 508,343

Cash & equivalents (96,098) (138,975) (169,489) (248,447) (264,811)
Short term debt - - - - -
Long term debt * 41,805 36,155 71,639 186,512 274,131
Net debt (54,293) (102,821) (97,850) (61,935) 9,321
Deferred tax 14,127 14,127 14,926 19,104 21,401
Other liabilities - - - - -
Total equity 173,132 236,728 299,642 371,999 477,621
Minority interests - - - - -
Invested capital 132,965 148,034 216,718 329,168 508,343
* Includes convertibles and preferred stock which is being treated as debt

Per share (INR)
Book value per share 41.92 57.31 72.55 90.06 115.64
Tangible book value per share 41.92 57.31 72.55 90.06 115.64

Financial strength
Net debt/equity (%) (31.4) (43.4) (32.7) (16.6) 2.0
Net debt/total assets (%) (16.0) (25.2) (18.6) (8.6) 1.0
Current ratio (x) 1.9 2.1 2.4 3.0 2.7
CF interest cover (x) na  na  na  na  15.2

Valuation 2007A 2008A 2009E 2010E 2011E 
Recurring P/E (x) * 10.8 8.7 9.0 8.0 5.8
Recurring P/E @ target price (x) * 11.0 8.9 9.1 8.1 5.9
Reported P/E (x) 10.8 8.9 9.0 8.0 5.8
Dividend yield (%) - - - - 1.6
P/CF (x) 9.7 7.6 7.8 7.5 5.1
P/FCF (x) 14.0 11.1 98.7 neg  neg  
Price/book (x) 3.9 2.8 2.2 1.8 1.4
Price/tangible book (x) 3.9 2.8 2.2 1.8 1.4
EV/EBITDA (x) ** 6.2 5.0 4.8 4.4 3.2
EV/EBITDA @ target price (x) ** 6.3 5.1 4.9 4.5 3.2
EV/invested capital (x) 4.6 3.8 2.6 1.9 1.3
* Pre exceptional, pre-goodwill and fully diluted
** EBITDA includes associate income and recurring non-operating income  

Sources: Steel Authority of India; BNP Paribas estimates 
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D I S C L A I M E R S  &  D I S C L O S U R E S  

This report was produced by a member company of the BNP Paribas Group (“Group”). This report is for the use of intended recipients 
only and may not be reproduced (in whole or in part) or delivered or transmitted to any other person without our prior written consent. 
By accepting this report, the recipient agrees to be bound by the terms and limitations set out herein. 

The information contained in this report has been obtained from public sources believed to be reliable and the opinions contained 
herein are expressions of belief based on such information. No representation or warranty, express or implied, is made that such 
information or opinions is accurate, complete or verified and it should not be relied upon as such. This report does not constitute a 
prospectus or other offering document or an offer or solicitation to buy or sell any securities or other investments. Information and 
opinions contained in this report are published for reference of the recipients and are not to be relied upon as authoritative or without 
the recipient’s own independent verification or taken in substitution for the exercise of judgement by the recipient. All opinions 
contained herein constitute the views of the analyst(s) named in this report, they are subject to change without notice and are not 
intended to provide the sole basis of any evaluation of the subject securities and companies mentioned in this report. Any reference to 
past performance should not be taken as an indication of future performance. No member company of the Group accepts any liability 
whatsoever for any direct or consequential loss arising from any use of the materials contained in this report.  

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the 
analyst(s) with regard to any and all of the subject securities and companies mentioned in this report and (ii) no part of the 
compensation of the analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendation or views  
expressed herein. 

This report is prepared for professional investors and is being distributed in Hong Kong by BNP Paribas Securities (Asia) Limited to 
persons whose business involves the acquisition, disposal or holding of securities, whether as principal or agent. BNP Paribas 
Securities (Asia) Limited, a subsidiary of BNP Paribas, is regulated by the Securities and Futures Commission for the conduct of 
dealing in securities and advising on securities. This report is being distributed in the United Kingdom by BNP Paribas London Branch 
to persons who are not private customers as defined under U.K. securities regulations. BNP Paribas London Branch, a branch of BNP 
Paribas, is regulated by the Financial Services Authority for the conduct of its designated investment business in the U.K. This report 
is being distributed in the United States by BNP Paribas Securities Corporation to U.S. Persons as defined under U.S. securities 
regulations or by a member of the Group that is not registered as a U.S. broker-dealer to major U.S. institutional investors. BNP 
Paribas Securities Corporation, a subsidiary of BNP Paribas, is a broker-dealer registered with the Securities and Exchange 
Commission. BNP Paribas Securities Corporation accepts responsibility for the contents of this report only where the report has been 
distributed by it to U.S. recipients.  

Information on Taiwan listed stocks is distributed in Taiwan by BNP Paribas Securities (Taiwan) Co., Ltd. 

Distribution or publication of this report in any other places to persons which are not permitted under the applicable laws or regulations 
of such places is strictly prohibited. 

Recommendation structure 

All share prices are as at market close on 18 June 2008 unless otherwise stated. Stock recommendations are based on  
absolute upside (downside), which we define as (target price* - current price) / current price. If the upside is 10% or more, the 
recommendation is BUY. If the downside is 10% or more, the recommendation is REDUCE. For stocks where the upside or downside 
is less than 10%, the recommendation is HOLD. In addition, we have key buy and key sell lists in each market, which are our most 
commercial and/or actionable BUY and REDUCE calls and are limited to at most five key buys and five key sells in each market at 
any point in time. 

Unless otherwise specified, these recommendations are set with a 12-month horizon. Thus, it is possible that future price volatility 
may cause a temporary mismatch between upside/downside for a stock based on market price and the formal recommendation. 

*In most cases, the target price will equal the analyst's assessment of the current fair value of the stock. However, if the analyst 
doesn't think the market will reassess the stock over the specified time horizon due to a lack of events or catalysts, then the target 
price may differ from fair value. In most cases, therefore, our recommendation is an assessment of the mismatch between current 
market price and our assessment of current fair value. 

Sector recommendations are based on: OVERWEIGHT – Sector coverage universe fundamentals are improving. NEUTRAL – Sector 
coverage universe fundamentals are steady, neither improving nor deteriorating. UNDERWEIGHT – Sector coverage universe 
fundamentals are deteriorating. 

© 2008 BNP Paribas Group 


