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RESULTS FIRST LOOK

Sterlite Industries reported largely in-line Q1FY12 results, with zinc remaining the dominant business. There is still
no clarity on coal availability for power plants and bauxite mines for aluminium operations. The company is still
awaiting approval for expansion at Vedanta Aluminium. Zinc mines acquired from Anglo American have ramped up
well and reported strong numbers in Q1FY12. We maintain our BUY on Sterlite as we believe most of the negatives
discussed are already priced in the current stock price.
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In-line quarter — no clarity on lingering issues

e Earnings vs. our Forecast: IN LINE
Likely Impact:

e Earnings Estimates: NO CHANGE
e Dividend Estimates: NO CHANGE
e Price Target: NO CHANGE
e Long-term View: CONFIRMED

Sterlite Q1FY12 results were largely in line with our and consensus estimates. Zinc business continues to perform well,
while the copper business also reported strong numbers driven by higher treatment charges and acid prices. However,
the aluminium business remains a laggard and even the power business has seen slower ramp up. Overall, there is little
clarity on approval of bauxite mines and availability of coal for power plants.

Zinc business

The zinc business contributed close to 60% of the PBIT with both the Indian and international zinc businesses reporting strong
numbers. Production has picked up at international operations, with total mined metal of 119k tonnes. Even at Hindustan Zinc,
the lead smelter of 110kt has been commissioned and should start commercial production from mid-Q2FY12. Silver volumes
should also improve correspondingly with ramp up of the Khurd mine.

Copper business

The copper business reported strong numbers boosted by higher treatment and refinery charges (13.9cents/Ib from
11.9cents/Ib in Q4FY11) and higher acid prices. The company has also indicated that a hearing on the environmental issues is
slated for Aug-2011.

Aluminium operations
Aluminium operations remain a laggard on account of the high cost of production and issues associated with expansion and
mining operations.

Balco - The cost of production remains high at USD1981/t primarily on account of high alumina and power costs. The
company continues to guide for Q2FY12 commissioning of the first 300MW power plant. Aluminium expansion of 325kt is
expected to be commissioned by Q4FY12. On coal mining, the company has said that the approval processes are underway
and they expect mining to start by the end of FY12.

Vedanta Aluminium

VAL operations during the quarter were impacted not only by high alumina and coal cost, but also by power outage in 170 pots
which resulted in the cost of production increasing to USD2,344/t from close to USD2000/t last quarter.

Q2 and Q3 operations will also likely be affected by the outage of pots, and normal production should start by end of Q3FY12.
VAL reported a total loss of INR3.6bn.



Power business

Sterlite Energy has commissioned two units of 600MW and they were fuelled by 40% linkage coal in Q1FY12. Coal issues still
remain and the company is hopeful of improvement in coal availability but there is no clarity at the moment on the
improvement in coal supply.

Please see the table below for more details:

Consolidated Q1FY12 Results for Sterlite

Y-o0- Q-
(INR mn) Q1FY12 | Q1FY11l | Q4FY11 Y | 0-Q | QIFY12E
Net sales 98,607 59,245 | 100,561 | 66.4 | -1.9 94,703
Total raw
material cost 45,954 29,253 43,254 | 57.1 6.2 47,054
Employee
cost 3,850 2,837 3,675 | 35.7 4.8 2,575
Power and
fuel costs 7,640 5,584 6,849 | 36.8 | 11.6 5,370
Other
expenditure 14,277 9,518 14,142 | 50.0 1.0 12,987
Total
expenditure 71,024 44,729 69,976 | 58.8 15 67,986
EBITDA 27,583 14,516 30,585 | 90.0 | -9.8 26,717
EBITDA
margin (%) 28.0 24.5 30.4 28.2
Other income 8,416 7,372 7,254 | 14.2 | 16.0 5,500
Interest 1,740 1,409 1,041 | 235 | 67.1 1,200
Depreciation 4,200 2,170 3,520 | 93.5 | 19.3 3,500
PBT 30,059 18,310 33,278 | 64.2 | -9.7 27,517
Provision for
tax 6,137 3,685 5,663 6,054
Tax rate (%) 20.4 20.1 17.0 22.0
PAT 23,922 14,625 27,616 | 63.6 | 13.4 21,463
PAT margin
(%) 22.4 22.0 25.6 21.4
Extraordinary
items -44 0 -316 0
Net profit 23,878 14,625 27,300 | 63.3 | 12.5 21,463
Minority
interest 6,420 3,756 7,255 4,585
Sharein
Associates -1,061 -785 -795 -800
Consolidated -
net profit 16,397 10,084 19,250 | 62.6 | 14.8 16,078
EPS* (INR) 4.9 3.0 5.7 | 62.7 | 14.8 4.8
Source: Company data, Nomura
estimates
Segmental results
Revenues (INRmn) | Q1FY12 | Q1FY11l | Q4FY11 YoY QoQ
Copper 45,039 29,059 48,156 55.0% -6.5%
Aluminium 7,567 6,659 8,382 13.6% -9.7%
Zinc & lead 27,846 19,277 40,235 44.5% | -30.8%
Power 6,146 2,587 2,231 | 137.6% | 175.5%
Others 1,629 2,208 1,325 | -26.2% 22.9%
Less: Intersegment
sales 588 545 326
Total sales 87,640 59,245 | 100,003 47.9% | -12.4%
PBIT (INR mn)
Copper 2,911 1,878 2,980 55.0% -2.3%
Aluminium 1,594 497 1,953 | 221.0% | -18.4%
Zinc & lead 18,126 9,051 21,851 | 100.3% | -17.0%




Power 866 1,175 476 | -26.3% 81.9%

Others 162 427 92
Unallocable 8,185 6,692 0
Net PBIT 31,843 19,718 27,352 61.5% 16.4%

PBIT Margin (%)

Copper 6.5% 6.5% 6.2%
Aluminium 21.1% 7.5% 23.3%
Zinc & lead 65.1% 46.9% 54.3%
Power 14.1% 45.4% 21.3%
Net PBIT 36.3% 33.3% 27.4%

Source: Company data, Nomura research

Valuation Methodology and Investment Risks: We value Sterlite at INR196 per share based on a sum-of-the-parts valuation. We value
Hindustan Zinc at 10x FY13F earnings of INR54.8bn. Sterlite’s 64.9% stake is valued at INR355.8bn, contributing INR106/share. We have
valued Sterlite’s copper business at 8x core earnings at INR28.7bn. It contributes INR8.6 to our target price. Sterlite’s standalone has total
cash and equivalent of INR98bn, contributing INR29 to our target price. We value overseas zinc assets at INR70.2bn based on DCF and it
contributes INR21 to our target price. We value Sterlite Energy on DCF at INR86bn. Sterlite Energy contributes INR26 to our target price.
We have valued Balco at INR32bn at 6x FY13E EV/EBITDA, contributing INR4.8 to our target price. We have valued Vedanta Aluminium at
5x FY13E EV/EBITDA. We value VAL at INR8.7bn and it contributes INRO.6 to our target price.Key risks: 1) Weak metal prices and 2) Delay
in expansion plans

Note: Ratings and Price Targets are as of the date of the most recently published report
(http://go.nomuranow.com/research/globalresearchportal) rather than the date of this email.

Results First Look is the analyst's preliminary interpretation of the results announcement. Our recommendation and earnings estimates are
not beingchanged in this report. Any formal changes to our recommendation or earnings estimates will be made in a subsequent report,
which may differ from the preliminary views expressed in this report.
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For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology We value Sterlite at INR196 per share based on a sum-of-the-parts valuation We value Hindustan Zinc at 10x FY13F earnings of
INR 54.8bn. Sterlite’s 64.9% stake is valued at INR355.8bn, contributing INR 106/share. We have valued Sterlite’s copper business at 8x core earnings at
INR28.7bn. It contributes INR8.6 to our target price. Sterlite’s standalone has total cash and equivalent of INR98bn, contributing INR29 to our target price. We
value overseas zinc assets at INR 70.2bn based on DCF and it contributes INR 21 to our target price. We value Sterlite Energy on DCF at INR 86bn. Sterlite
Energy contributes INR 26 to our target price. We have valued Balco at INR 32bn at 6x FY13E EV/EBITDA, contributing INR4.8 to our target price. We have
valued Vedanta Aluminium at 5x FY13E EV/EBITDA. We value VAL at INR 8.7bn and it contributes INRO.6 to our target price.

Risks that may impede the achievement of the target price Key risks: 1) Weak metal prices and 2) Delay in expansion plans
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Target Price
A Target Price, if discussed, reflect in part the analyst's estimates for the company's earnings. The achievement of any target price may be impeded by



general market and macroeconomic trends, and by other risks related to the company or the market, and may not occur if the company's earnings differ from
estimates.

Disclaimers

This publication contains material that has been prepared by the Nomura entity identified at the top or bottom of page 1 herein, if any, and/or, with the sole or
joint contributions of one or more Nomura entities whose employees and their respective affiliations are specified on page 1 herein or elsewhere identified in
the publication. Affiliates and subsidiaries of Nomura Holdings, Inc. (collectively, the ‘Nomura Group'), include: Nomura Securities Co., Ltd. (‘NSC') Tokyo,
Japan; Nomura International plc ('Nlplic'), United Kingdom; Nomura Securities International, Inc. (‘NSI'), New York, NY; Nomura International (Hong Kong) Ltd.
(‘NIHK"), Hong Kong; Nomura Financial Investment (Korea) Co., Ltd. (‘NFIK’), Korea (Information on Nomura analysts registered with the Korea Financial
Investment Association ('(KOFIA") can be found on the KOFIA Intranet at http://dis.kofia.or.kr ); Nomura Singapore Ltd. (‘NSL’), Singapore (Registration
number 197201440E, regulated by the Monetary Authority of Singapore); Capital Nomura Securities Public Company Limited (‘CNS’), Thailand; Nomura
Australia Ltd. (‘NAL’), Australia (ABN 48 003 032 513), regulated by the Australian Securities and Investment Commission ('ASIC') and holder of an Australian
financial services licence number 246412; P.T. Nomura Indonesia (‘PTNI’), Indonesia; Nomura Securities Malaysia Sdn. Bhd. (‘NSM’), Malaysia; Nomura
International (Hong Kong) Ltd., Taipei Branch (‘NITB’), Taiwan; Nomura Financial Advisory and Securities (India) Private Limited (‘NFASL’), Mumbai, India
(Registered Address: Ceejay House, Level 11, Plot F, Shivsagar Estate, Dr. Annie Besant Road, Worli, Mumbai- 400 018, India; SEBI Registration No: BSE
INB011299030, NSE INB231299034, INF231299034, INE 231299034); Banque Nomura France (‘BNF’); Nlplc, Dubai Branch (‘Nlplc, Dubai’); Niplc, Madrid
Branch (‘Nlplc, Madrid’) and OOO Nomura, Moscow (‘OO0 Nomura’).

THIS MATERIAL IS: (I) FOR YOUR PRIVATE INFORMATION, AND WE ARE NOT SOLICITING ANY ACTION BASED UPON IT; (Il) NOT TO BE
CONSTRUED AS AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITY IN ANY JURISDICTION WHERE SUCH OFFER OR
SOLICITATION WOULD BE ILLEGAL; AND (lll) BASED UPON INFORMATION THAT WE CONSIDER RELIABLE.

NOMURA GROUP DOES NOT WARRANT OR REPRESENT THAT THE PUBLICATION IS ACCURATE, COMPLETE, RELIABLE, FIT FOR ANY
PARTICULAR PURPOSE OR MERCHANTABLE AND DOES NOT ACCEPT LIABILITY FOR ANY ACT (OR DECISION NOT TO ACT) RESULTING FROM
USE OF THIS PUBLICATION AND RELATED DATA. TO THE MAXIMUM EXTENT PERMISSIBLE ALL WARRANTIES AND OTHER ASSURANCES BY
NOMURA GROUP ARE HEREBY EXCLUDED AND NOMURA GROUP SHALL HAVE NO LIABILITY FOR THE USE, MISUSE, OR DISTRIBUTION OF
THIS INFORMATION.

Opinions expressed are current opinions as of the original publication date appearing on this material only and the information, including the opinions
contained herein, are subject to change without notice. Nomura is under no duty to update this publication. If and as applicable, NSI's investment banking
relationships, investment banking and non-investment banking compensation and securities ownership (identified in this report as 'Disclosures Required in the
United States'), if any, are specified in disclaimers and related disclosures in this report. In addition, other members of the Nomura Group may from time to
time perform investment banking or other services (including acting as advisor, manager or lender) for, or solicit investment banking or other business from,
companies mentioned herein. Furthermore, the Nomura Group, and/or its officers, directors and employees, including persons, without limitation, involved in
the preparation or issuance of this material may, to the extent permitted by applicable law and/or regulation, have long or short positions in, and buy or sell,
the securities (including ownership by NSI, referenced above), or derivatives (including options) thereof, of companies mentioned herein, or related securities
or derivatives. For financial instruments admitted to trading on an EU regulated market, Nomura Holdings Inc's affiliate or its subsidiary companies may act as
market maker or liquidity provider (in accordance with the interpretation of these definitions under FSA rules in the UK) in the financial instruments of the
issuer. Where the activity of liquidity provider is carried out in accordance with the definition given to it by specific laws and regulations of other EU
jurisdictions, this will be separately disclosed within this report. Furthermore, the Nomura Group may buy and sell certain of the securities of companies
mentioned herein, as agent for its clients.

Investors should consider this report as only a single factor in making their investment decision and, as such, the report should not be viewed as identifying or
suggesting all risks, direct or indirect, that may be associated with any investment decision. Please see the further disclaimers in the disclosure information on
companies covered by Nomura analysts available at http://go.nomuranow.com/research/globalresearchportal under the 'Disclosure' tab. Nomura Group
produces a number of different types of research product including, among others, fundamental analysis, quantitative analysis and short term trading ideas;
recommendations contained in one type of research product may differ from recommendations contained in other types of research product, whether as a
result of differing time horizons, methodologies or otherwise; it is possible that individual employees of Nomura may have different perspectives to this
publication.

NSC and other non-US members of the Nomura Group (i.e. excluding NSI), their officers, directors and employees may, to the extent it relates to non-US
issuers and is permitted by applicable law, have acted upon or used this material prior to, or immediately following, its publication.
Foreign-currency-denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of, or income
derived from, the investment. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume
currency risk.

The securities described herein may not have been registered under the US Securities Act of 1933, and, in such case, may not be offered or sold in the
United States or to US persons unless they have been registered under such Act, or except in compliance with an exemption from the registration
requirements of such Act. Unless governing law permits otherwise, you must contact a Nomura entity in your home jurisdiction if you want to use our services
in effecting a transaction in the securities mentioned in this material.

This publication has been approved for distribution in the United Kingdom and European Union as investment research by Nliplc, which is authorized and
regulated by the UK Financial Services Authority (‘'FSA") and is a member of the London Stock Exchange. It does not constitute a personal recommendation,
as defined by the FSA, or take into account the particular investment objectives, financial situations, or needs of individual investors. It is intended only for
investors who are 'eligible counterparties' or 'professional clients' as defined by the FSA, and may not, therefore, be redistributed to retail clients as defined by
the FSA. This publication may be distributed in Germany via Nomura Bank (Deutschland) GmbH, which is authorized and regulated in Germany by the
Federal Financial Supervisory Authority (‘BaFin'). This publication has been approved by NIHK, which is regulated by the Hong Kong Securities and Futures
Commission, for distribution in Hong Kong by NIHK. This publication has been approved for distribution in Australia by NAL, which is authorized and regulated
in Australia by the ASIC. This publication has also been approved for distribution in Malaysia by NSM. In Singapore, this publication has been distributed by
NSL. NSL accepts legal responsibility for the content of this publication, where it concerns securities, futures and foreign exchange, issued by their foreign
affiliates in respect of recipients who are not accredited, expert or institutional investors as defined by the Securities and Futures Act (Chapter 289).
Recipients of this publication should contact NSL in respect of matters arising from, or in connection with, this publication. Unless prohibited by the provisions
of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United States, by NSI, a US-registered broker-dealer, which accepts
responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of 1934.

This publication has not been approved for distribution in the Kingdom of Saudi Arabia or to clients other than 'professional clients' in the United Arab Emirates
by Nomura Saudi Arabia, Nliplc or any other member of the Nomura Group, as the case may be. Neither this publication nor any copy thereof may be taken or
transmitted or distributed, directly or indirectly, by any person other than those authorised to do so into the Kingdom of Saudi Arabia or in the United Arab
Emirates or to any person located in the Kingdom of Saudi Arabia or to clients other than ‘professional clients' in the United Arab Emirates. By accepting to
receive this publication, you represent that you are not located in the Kingdom of Saudi Arabia or that you are a 'professional client' in the United Arab
Emirates and agree to comply with these restrictions. Any failure to comply with these restrictions may constitute a violation of the laws of the Kingdom of
Saudi Arabia or the United Arab Emirates.

No part of this material may be (i) copied, photocopied, or duplicated in any form, by any means; or (ii) redistributed without the prior written consent of the
Nomura Group member identified in the banner on page 1 of this report. Further information on any of the securities mentioned herein may be obtained upon
request. If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-
free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability



http://go.nomuranow.com/research/globalresearchportal�

for any errors or omissions in the contents of this publication, which may arise as a result of electronic transmission. If verification is required, please request a
hard-copy version.

Additional information available upon request

NIPIc and other Nomura Group entities manage conflicts identified through the following: their Chinese Wall, confidentiality and independence policies,
maintenance of a Restricted List and a Watch List, personal account dealing rules, policies and procedures for managing conflicts of interest arising from the
allocation and pricing of securities and impartial investment research and disclosure to clients via client documentation.

Disclosure information is available at the Nomura Disclosure web page:
http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx

Nomura Financial Advisory and Securities (India) Private Limited, India Tel: +91 22 4037 4037

Ceejay House, Level 11, Plot F, Shivsagar Estate, Dr. Annie Besant Road, .
Worli, Mumbai- 400 018, India Fax: +91 22 4037 4111

Caring for the environment: to receive only the electronic versions of our research, please contact your sales representative.


http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx�

