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2Q production decline due to excessive rains in August-September 2011 was one-off: 

After factoring in the 2Q decline (11% yoy), we still expect FY12 offtake to increase by 

5% yoy to 446MT vs. our previous and company target of 454MT (Exhibit 2). This is due 

to: a) an improvement in production in 2H; and b) better logistics, as rake availability has 

increased to 181/day at end-October 2011 from an average of 156/day (YTD-FY12).  

Stock price has been disproportionately impacted by negative newsflow: The stock price 

has declined c18% over last three months (against Sensex c3%), factoring in negative news 

(Exhibit 1). Separately, investor concerns about the government using the surplus cash 

(INR550bn at end-1HFY12, or INR87/share) in unrelated investments to meet its divestment 

target are exaggerated, in our view. Even if we assume about INR200bn (50% of the 

government target) is used up, it would result in a maximum TP cut of cINR32/share. 

Market has ignored most positives: Earnings in 1H have been strong (EBIT up 49% yoy), 

with ASPs improving due to better e-auction prices (up c40% yoy) and margin improvement, 

despite flat offtake volumes. Also, the resumption of e-auctions in November 2011 went 

ignored. Despite reducing our FY12-13 estimates by 7-8% to factor in the decline in 

production and higher costs in 2Q (Exhibit 5), we still expect COAL’s EPS to grow at a 24% 

CAGR over FY12-14 (Exhibit 6) on the back of volume growth (5%), ASP increase (9%), 

mainly due to higher e-auction prices and margin improvement (780bp). There could be upside 

to our e-auction volume and pricing assumptions, given demand pressure (Exhibit 3). 

Stock trading in line with Indian and ASEAN peers: COAL is trading at a FY13 PE of 11x,  

in line with Indian utilities (11.2x – trading at all-time low band) and ASEAN peers (10.6x) 

(Exhibit 10-11), despite having a better return profile and greater earnings visibility. We 

maintain our OW rating with a reduced target price of INR415 due to EPS estimate changes 

and a lower target multiple. We benchmark our target PE multiple of 12.8x for COAL to large 

Indian utilities (like NTPC and Powergrid) who have a similar cost-plus business model and 

are currently trading at FY13 PE of 12.7x. Under our research model the stock is no longer 

considered volatile. Downside risks are lower-than-expected offtake from logistics constraints 

and implementation of the MMDR Bill, with COAL unable to pass on cost increases to its 

customers (Exhibit 8-9). 
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Financials & valuation 
Financial statements 

Year to 03/2011a 03/2012e 03/2013e 03/2014e

Profit & loss summary (INRm) 

Revenue 520,537 636,857 711,199 776,190
EBITDA 152,992 207,740 247,724 284,563
Depreciation & amortisation -16,729 -18,393 -19,844 -21,268
Operating profit/EBIT 136,263 189,348 227,880 263,295
Net interest 28,869 36,756 45,302 57,303
PBT 164,632 228,104 275,182 322,598
HSBC PBT 165,234 228,104 275,182 322,598
Taxation -55,959 -75,004 -90,596 -106,299
Net profit 108,673 153,100 184,586 216,298
HSBC net profit 112,427 153,100 184,586 216,298

Cash flow summary (INRm) 

Cash flow from operations 128,225 189,180 230,978 266,117
Capex -24,750 -40,000 -30,000 -30,605
Cash flow from investment -22,566 -38,000 -28,000 -28,605
Dividends -33,611 -42,230 -50,848 -59,466
Change in net debt -73,178 -108,950 -152,130 -178,046
FCF equity 77,790 119,686 168,377 199,133

Balance sheet summary (INRm) 

Intangible fixed assets 0 0 0 0
Tangible fixed assets 150,610 172,217 182,373 191,710
Current assets 643,960 758,987 921,878 1,109,332
Cash & others 458,623 567,573 719,703 897,749
Total assets 813,973 948,607 1,119,654 1,314,445
Operating liabilities 408,178 436,942 479,250 517,209
Gross debt 15,536 15,536 15,536 15,536
Net debt -443,087 -552,038 -704,167 -882,214
Shareholders funds 333,172 444,043 577,781 734,613
Invested capital -72,231 -73,311 -94,702 -113,916

 
Ratio, growth and per share analysis 

Year to 03/2011a 03/2012e 03/2013e 03/2014e

Y-o-y % change    

Revenue 10.8 22.3 11.7 9.1
EBITDA 17.0 35.8 19.2 14.9
Operating profit 16.0 39.0 20.3 15.5
PBT 14.1 38.6 20.6 17.2
HSBC EPS 14.4 36.2 20.6 17.2

Ratios (%)    

Revenue/IC (x) -8.4 -8.8 -8.5 -7.4
ROIC -145.7 -174.6 -182.0 -169.2
ROE 38.0 39.4 36.1 33.0
ROA 14.3 17.4 17.9 17.8
EBITDA margin 29.4 32.6 34.8 36.7
Operating profit margin 26.2 29.7 32.0 33.9
EBITDA/net interest (x)    
Net debt/equity -132.9 -124.2 -121.8 -120.0
Net debt/EBITDA (x) -2.9 -2.7 -2.8 -3.1
CF from operations/net debt    

Per share data (INR)    

EPS reported (fully diluted) 17.21 24.24 29.22 34.24
HSBC EPS (fully diluted) 17.80 24.24 29.22 34.24
DPS 3.90 4.90 5.90 6.90
Book value 52.75 70.30 91.47 116.30
 

 
 
Key forecast drivers 

Year to 03/2011a 03/2012e 03/2013e 03/2014e

Production (MT) 431 431 457 489
Sales (MT) 424 446 459 489
ASP (INR/t) 1,178 1,371 1,487 1,523
   

 
   
Valuation data 

Year to 03/2011a 03/2012e 03/2013e 03/2014e

EV/sales 3.0 2.3 1.9 1.5
EV/EBITDA 10.4 7.1 5.4 4.0
EV/IC  
PE* 18.1 13.3 11.0 9.4
P/Book value 6.1 4.6 3.5 2.8
FCF yield (%) 3.8 5.9 8.3 9.8
Dividend yield (%) 1.2 1.5 1.8 2.1

Note: * = Based on HSBC EPS (fully diluted) 
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Market ignoring positives, factoring in negative news 
Exhibit 1: COAL’s share price performance since listing – factoring in a lot of negative news in the past few months 
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Listed on 4 Nov10, gain 
of 40% over IPO price 
of INR245 

15% gain post 
announcement of price 
hike on 28 Feb 2011

13% gain post 
annual results on 25 
May 2011

Stock declined as outlook on production 
became weak and visib le

MMDR draft accepted 
by GOM on 8 July, 
stock down 8%

Closure of 22 mines in 
Jharkhand down 4%

Cabinet approves MMDR 
bill down c10% over 2 
days

Workers str ike for h igher 
bonus down 2.3%

Unconfirmed 
reports of cash
to be used for 
d ivestment, -9%

 

Source: Thomson Reuters Datastream, HSBC comments 
 

2Q production decline due to excessive rains was one-off 

After factoring in the 2Q decline (11% yoy), we still expect FY12 offtake to increase by 5% yoy to 

446MT vs. our previous and company target of 454MT (Exhibit 2). This is due to: a) an improvement in 

production in 2H; and b) better logistics as rakes availability has increased. There could be upside to our e-

auction volume and pricing assumptions, given demand pressure (Exhibit 3). 

Exhibit 2: Despite decline in production in 2QFY12, COAL offtake to grow by 5% in FY12, as well as in FY13-14 

In MT FY11a 1HFY12a 2HFY12e FY12e FY13e FY14e 

Production 431 177 255 431 457 489 
y/y 0% -5% 4% 0% 6% 7% 
Offtake 424 200 246 446 459 489 
y/y 4% 0% 9% 5% 3% 7% 

Source: Company data, HSBC estimates 
 
 
Exhibit 3: E-auction volume and pricing has been firm in 1HFY12, expected to increase going forward due demand pressure 

  FY10a FY11a 1HFY12a 2HFY12e FY12e FY13e FY14e 

E-auction (MT)  46 48 25 25 50 51 54 
% to total offtake  11.2% 11.2% 12.4% 10.2% 11.2% 11.1% 11.0% 
Pricing (INR/ton)  1,583 1,846 2,331 2,885 2,610 2,897 2,992 
y/y  7% 17% 40% 44% 41% 11% 3% 

Source: Company data, HSBC estimates 
 

We expect the increase in offtake volumes to be dispatched by rail and road. We expect the rail rake 

availability to improve to about 200 rakes/day in 2HFY12 from 162 rakes/day in FY11. Further, more 

volume is expected to be transported by road due to more e-auctions and increasing demand pressures. 
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Exhibit 4: COAL dispatch by rail and road to pick up in 2HFY12, as rake availability improves and e-auction sales increase (dispatched by road) 

Dispatch mode (in MT) FY06a FY07a FY08a FY09a FY10a FY11a 

Rail 166 181 189 192 210 216 
MGR  81 79 81 83 87 84 
Road  74 78 91 113 106 112 
Others 13 13 13 13 13 12 
Total  333 350 375 401 415 423 
%   
Rail 50% 52% 50% 48% 51% 51% 
MGR  24% 23% 22% 21% 21% 20% 
Road  22% 22% 24% 28% 25% 27% 
Others 4% 4% 4% 3% 3% 3% 

Source: Company data 
 

Reduce FY12-14 EPS estimates by 4-8% 
We lower our FY12-14 EPS estimates by 4-8% to account for lower production, and consequently, lower 

offtake in FY12-13. We also factor in higher mining costs based on 1H numbers. See Exhibit 5 for a 

summary of our FY12-14 estimate changes. We expect COAL EPS to grow at a 24% CAGR over FY12-14 

on the back of volume growth (5%), ASP increase (9%), mainly due to higher e-auction prices and margin 

improvement (780bp). 

Exhibit 5: Coal India – changes to HSBC estimates 

INRm ____________New_____________ ____________ Old ______________ _________ Diff __________
 FY12e FY13e FY14e FY12e FY13e FY14e FY12e FY13e FY14e 

Production (MT) 431 457 489 442 469 490 -2% -2% 0% 
Off take (MT) 446 459 489 453 471 490 -2% -2% 0% 
Average selling price (INR/ton) 1,371 1,487 1,523 1,371 1,487 1,524 0% 0% 0% 
Revenue 636,857 711,199 776,190 656,999 740,899 790,992 -3% -4% -2% 
EBITDA 207,740 247,724 284,563 232,705 276,098 302,580 -11% -10% -6% 
Margin % 32.6% 34.8% 36.7% 35.4% 37.3% 38.3% (280) (243) (159) 
PBT 228,104 275,182 322,598 248,233 297,818 334,387 -8% -8% -4% 
Tax 75,004 90,596 106,299 81,646 98,066 110,190 -8% -8% -4% 
% tax rate 32.9% 32.9% 33.0% 32.9% 32.9% 33.0% (1) (1) (0) 
Net profit 153,100 184,586 216,298 166,586 199,752 224,198 -8% -8% -4% 
EPS (INR) 24.2 29.2 34.2 26.4 31.6 35.5 -8% -8% -4% 

Source: HSBC estimates 
 
 

Exhibit 6: COAL’s earnings bridge – net profit growth of 24% CAGR driven by volume growth (5%), price increase (9%) and EBITDA 
margin improvement (780bp) 
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Our EPS estimates for FY12 are largely in line with consensus, but significantly ahead for FY13-14, by 

12-17%. We believe this is largely due to our expectation of price hikes in FY13 and better prices from e-

auction, resulting in better margins, as well as higher other income on surplus cash. 

COAL – HSBC estimates vs. consensus forecasts 

INRm _____________HSBC ______________ ___________Consensus____________ _____________ Diff_______________
 FY12e FY13e FY14e FY12e FY13e FY14e FY12e FY13e FY14e 

Revenue 614,588 686,331 749,050 615,377 677,539 731,228 0% 1% 2% 
EBITDA* 185,472 222,856 257,422 182,669 210,849 237,995 2% 6% 8% 
Margin % 30.2% 32.5% 34.4% 29.7% 31.1% 32.5% 49 135 182 
Net profit 153,100 184,586 216,298 148,239 165,120 184,908 3% 12% 17% 
EPS (INR) 24.2 29.2 34.2 23.4 26.2 29.2 3% 12% 17% 

Note: HSBC EBITDA excludes income from transportation and loading charges in order to compare with consensus 
Source: HSBC estimates, Bloomberg for consensus 
 

Valuation and risks 
Reiterate Overweight rating; lower target price to INR415 from INR469 

We value COAL based on a combination of DCF and earnings multiple-based valuation (Exhibits 7-7C). For 

our DCF, we discount the cash flows assuming an unchanged WACC of 11.3% (cost of equity of 11.8%, cost 

of debt of 7.5%, and beta of 0.95) to arrive at a value of INR431/share. We lower our target multiple and now 

value COAL at a PE of 12.8x (down from 15x) on 24-month forward EPS and a 24-month EV/EBITDA of 

7.7x, down from 9x. We benchmark our target PE multiple of 12.8x for COAL to large Indian utilities (like 

NTPC and Powergrid) who have similar cost-plus business model and are currently trading at FY13 PE of 

12.7x Our new target price of INR415, down from INR469, is based on an unchanged weighted average of 

DCF, PE and EV/EBITDA, to which we assign a weight of 50%, 25% and 25%, respectively. At our target 

price, stock implies a PE of 13.1x 24-month EPS (currently trading at PE of 12.2x 12-month forward EPS) and 

8.2x EV/EBITDA (trading at 6.2x 12-month forward EBITDA). 

Exhibit 7: Calculation of 12-month target price 

Method Weight INR/Share 

DCF 0.50 431 

PE 0.25 405 
EV/EBITDA 0.25 393 
Target price 415 

Source: HSBC estimates 
 
 
Exhibit 7A: COAL – DCF summary table 

Particulars INRm INR/Share 

Enterprise value 2,278,400 361 

Less: Gross Debt 15,536 2 
Add: Cash & Bank excluding OBR provision 454,550 72 
Add: Investments 7,637 1 
Less: Minorities 326 0 
Equity value 2,724,726 431 

Source: HSBC estimates, OBR= Overburden Removal 
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Exhibit 7B: COAL – PE-based valuation 

 INR 

PE multiple (x) 12.8 

EPS (24M fwd) – September 2013 31.8 
Value per share  405 

Source: HSBC estimates 
 
 
Exhibit 7C: COAL – EV/EBITDA-based valuation 

 INRm INR/Share 

EV/EBITDA multiple (x) 7.7  

EBITDA (24M fwd) 266,512  
Enterprise value 2,038,819 323 
Less: Gross Debt 15,536 2 
Add: Cash & bank excluding OBR provision 454,550 72 
Add: Investments 7,637 1 
Less: Minorities 326 0 
Equity value 2,485,144 393 

Source: HSBC estimates,  OBR = Overburden Removal 
 
 
Under our research model, for stocks without a volatility indicator, the Neutral band is 5ppts above and below 

the hurdle rate for Indian stocks of 11%. Our new target price of INR415 implies a potential return of 28.7%, 

above the Neutral band; therefore, we are reiterating our Overweight rating. Potential return equals the 

percentage difference between the current share price and the target price, including the forecast dividend yield 

when indicated. Under our research model the stock is no longer considered volatile. 

Key risks 

Key downside risks to our rating are: 1) lower-than-expected offtake because of logistics constraints; and 2) 

implementation of the MMDR Bill in its current form, with COAL unable to pass on additional burden to 

consumers. In our view, COAL would have to raise product prices by 8-8.5% to offset the costs from 

implementation of the MMDR Bill (Exhibit 9, INR58bn per our calculation, though management has 

mentioned additional costs to be about INR20-22bn – c3% of FY13 sales). Exhibit 8 sets out some of the 

downside risks to our forecasts and likely upside factors. 

Exhibit 8: Worst case probable scenario suggests 13% cut to our TP of INR415, still providing 12% upside from current levels 

Factor Base case Potential upside/ 
(downside) 

Probability Impact on 
FY13 EPS 

Impact on 
HSBC TP 

Upside      
Production for FY13e is higher than anticipated if 
classification of No-Go area is dispensed off 

457 MT Incremental 20MT  Very low 7.8% 7.9% 

Downside      
MMDR bill clears in its current form – if the impact 
is assumed at INR20-22bn per company 

COAL will pass the entire 
burden 

No pass through Low to Medium -11.9% -11.9% 

Price hike for DEFG coal in FY13 is less than 
expected by us 

10% hike expected in 
Q1FY13 

Less hike at 5% Low to Medium -6.4% -6.6% 

Wage cost higher than expected +30% in 2QFY12 Hiked by another 10% Low -7.4% -6.9% 
MoC fixes quantity of coal through E-Auction at 
current levels of c48MT over next 2-3 years 

50 to 54MT over FY12-14 Lower by 2-6MT over 
FY12-14 

Low -1.9% -1.5% 

Total downside    -27.5% -26.9% 
Probable downside (assume at 50% of the above)   -13.8% -13.4% 

Source: HSBC estimates 
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Exhibit 9: Scenario in case of the MMDR bill gets cleared in its existing form for FY13 

INRm Pre Duty Post Duty % Diff 

Revenue (net) 686,629 744,821 8.5% 

Less: Costs before tax -411,155 -411,155  
Profit before tax and royalty 275,474 333,665  
26% royalty (profit sharing) 0 58,192  
PBT 275,474 275,473  
Less: Tax 90,692 90,692  
Net profit 184,782 184,781  

Source: HSBC estimates 
 
 
Stock trading in line with Indian utilities & ASEAN peers, despite 
greater visibility 
COAL is trading at a FY13 PE of 11x,  in line with Indian utilities (11.2x – trading at all-time low band due to 

uncertainty over fuel supply) and ASEAN peers (10.6x) (Exhibit 10-11), despite having a better return profile 

and greater earnings visibility. 
 
Exhibit 10: COAL trading at a discount to Indian utilities on FY13 PE 

Company Ticker CMP TP Rec Mcap ______PE _______ Net profit CAGR _____ PB ______ __ EV/EBITDA ___
  LC LC (USDm) FY12e FY13e FY12-13e FY12e FY13e FY12e FY13e

Coverage Universe       
Coal India COAL IN 323 415 OW 38,934 13.3 11.0 23% 4.6 3.5 7.1 5.4
Power Grid PWGR IN 96 130 OW 7,766 14.6 12.7 16% 1.9 1.7 10.3 9.5
Tata Power TPWR IN 92 118 N(V) 4,193 10.6 8.9 21% 1.4 1.3 7.4 6.0
PTC India PTCIN IN 46 90 OW 261 7.1 5.4 23% 0.5 0.5 9.0 6.7
CESC CESC IN 275 475 OW 657 9.7 5.0 51% 0.7 0.6 10.1 6.5
NTPC NTPC IN 157 194 N 24,763 14.1 12.7 6% 1.8 1.6 11.4 10.3
Lanco Infra LANCI IN 12 14 N(V) 548 10.9 7.1 -5% 0.6 0.5 10.3 7.4
Average – weighted    13.2 11.7 11% 1.6 1.5 10.7 9.5
Other Competitors       
Adani Power ADANI IN 73 NA NR 3,042 7.3 6.1 110% 1.6 1.3 7.4 6.5
JPVL JPVL IN 34 NA NR 1,387 11.6 5.9 108% 1.3 1.1 11.0 NA
NHPC NHPC IN 23 NA NR 5,380 11.5 10.6 2% 0.9 0.9 9.1 7.5
Reliance Power RPWR IN 88 NA NR 4,730 18.3 12.9 31% 1.3 1.2 20.5 15.3
JSW Energy JSW IN 42 NA NR 1,326 8.5 8.6 -2% 1.0 0.9 6.3 6.2
KSK Energy KSK IN 56 NA NR 394 7.1 NA 27% 0.6 NA 8.8 NA
Total Average – weighted    13.0 11.2 20% 1.5 1.4 11.1 9.6

Source: HSBC estimates, Reuters for non-rate stocks, Pricing as at close of 28 November 2011 
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Exhibit 11: COAL trading in line with its Asian and regional peers (ASEAN) on CY12 PE 

Company Ticker Country Rec Mcap _____ EV/EBITDA _______ _________ PE __________ __________PB __________
    (USDm) CY11e CY12e CY13e CY11e CY12e CY13e CY11e CY12e CY13e

Coverage Universe       
Coal India COAL IN India OW 38,934 7.1 5.4 4.0 13.3 11.0 9.4 4.6 3.5 2.8
China Shenhua 1088 HK China OW(V) 80,131 4.7 3.9 3.1 11.3 9.7 8.3 2.2 1.9 1.7
China Coal Energy 1898 HK China N(V) 17,822 4.4 4.0 4.0 9.6 8.5 8.5 1.1 1.0 0.9
Yanzhou Coal 1171 HK China N(V) 16,580 6.3 6.6 6.7 7.4 8.0 8.3 1.6 1.4 1.3
Fushan Intl 639 HK China OW(V) 1,946 1.3 1.4 0.9 5.7 5.3 5.3 0.6 0.5 0.5
Hidili Industry 1393 HK China N(V) 662 5.3 4.8 4.0 5.9 5.0 4.2 0.5 0.5 0.4
Average – weighted    5.4 4.5 3.8 11.1 9.6 8.6 2.6 2.1 1.8
Other Competitors       
Chinese Coal – A       
Datong Coal  601001 CH   China NR 3,896 5.1 4.5 3.6 16.0 14.4 14.3 2.3 1.9 2.8
Jizhong Energy  000937 CH   China NR 6,706 6.4 5.3 4.9 12.6 10.4 9.3 2.0 NA NA
Henan Shen Huo I  000933 CH   China NR 3,028 7.1 5.3 4.5 12.3 8.9 7.2 2.6 2.2 1.8
Kailuan Clean Coal                          600997 CH   China NR 2,670 7.8 6.3 6.4 17.7 14.4 14.3 2.6 2.2 2.0
Pingdingshan Tianan  601666 CH   China NR 4,685 7.0 6.5 5.0 13.4 11.9 9.6 2.6 2.2 1.8
Shanxi Guoyang                              600348 CH   China NR 7,087 6.9 6.1 5.6 14.7 13.2 11.3 4.5 3.5 NA
Shanxi Lanhua Sci-Tech                  600123 CH   China NR 3,665 8.6 7.4 NA 13.7 10.6 8.3 2.9 2.4 1.9
Shanxi Lu-An envr I  601699 CH   China NR 8,602 7.5 6.5 5.5 14.1 12.0 9.5 3.7 3.1 2.5
Shanxi Xishan Coal       000983 CH   China NR 9,122 6.9 5.9 5.2 14.3 11.9 10.3 3.4 3.1 2.6
Regional coal companies       
Banpu PCL                                      BANPU TB   Thailand NR 4,747 6.5 5.1 4.7 7.8 8.2 7.8 2.0 1.7 1.5
Bumi  BUM IIJ   Indonesia NR 4,648 5.0 4.2 3.7 10.0 7.5 6.0 2.8 2.1 1.7
Aneka Tambang                       ANTM IJ   Indonesia NR 1,697 4.2 4.6 4.5 7.8 8.8 8.7 1.4 1.3 1.2
TB Bukit Asam                               PTBA IJ   Indonesia NR 4,265 7.2 5.8 5.2 11.1 9.1 8.3 4.5 3.5 2.9
Straits Asia Resources                     SAR SP  Singapore NR 1,637 6.2 4.1 3.6 9.9 6.3 5.3 2.7 2.2 1.8
Coal & Allied Industries                    CAN AU   Australia NR 10,460 13.7 11.1 10.9 22.4 18.3 18.4 5.9 4.8 4.0
Gloucester Coal                               GCL AU   Australia NR 1,426 10.8 8.1 5.9 25.6 18.0 11.4 1.2 1.2 1.1
Macarthur Coal                                MCC AU   Australia NR 4,693 13.7 11.0 10.2 22.7 18.1 16.7 2.6 2.4 2.3
Avg. Asian & Regional peers – 
weighted 

   6.2 5.2 4.4 12.4 10.6 9.2 2.9 2.3 1.8

US coal companies       
Alpha Natural                                   ANR US   USA NR 4,135 5.0 3.6 3.1 10.0 8.5 6.0 0.5 0.5 0.5
Peabody Energy  BTU US   USA NR 8,879 5.1 3.9 3.6 8.1 6.2 5.6 1.7 1.4 1.1
Arch Coal Inc  ACI US   USA NR 2,884 7.0 4.4 3.9 11.2 5.0 4.1 0.8 0.8 0.7
CONSOL Energy  CNX US   USA NR 8,005 6.1 5.3 4.9 12.4 9.3 8.4 1.8 1.4 1.2
Total Average – weighted   6.1 5.1 4.4 12.2 10.3 9.0 2.7 2.2 1.7

Source: HSBC estimates, Reuters for non-rate stocks, Pricing as at close of 28 November 2011 
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opinion(s) on the subject security(ies) or issuer(s) and/or any other views or forecasts expressed herein accurately reflect their 
personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific 
recommendation(s) or views contained in this research report: Arun Singh and Jigar Mistry 

Important disclosures 

Stock ratings and basis for financial analysis 
HSBC believes that investors utilise various disciplines and investment horizons when making investment decisions, which 
depend largely on individual circumstances such as the investor's existing holdings, risk tolerance and other considerations. 
Given these differences, HSBC has two principal aims in its equity research: 1) to identify long-term investment opportunities 
based on particular themes or ideas that may affect the future earnings or cash flows of companies on a 12 month time horizon; 
and 2) from time to time to identify short-term investment opportunities that are derived from fundamental, quantitative, 
technical or event-driven techniques on a 0-3 month time horizon and which may differ from our long-term investment rating. 
HSBC has assigned ratings for its long-term investment opportunities as described below. 

This report addresses only the long-term investment opportunities of the companies referred to in the report. As and when HSBC 
publishes a short-term trading idea the stocks to which these relate are identified on the website at www.hsbcnet.com/research. 
Details of these short-term investment opportunities can be found under the Reports section of this website. 

HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor's 
existing holdings and other considerations. Different securities firms use a variety of ratings terms as well as different rating 
systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each research 
report. In addition, because research reports contain more complete information concerning the analysts' views, investors 
should carefully read the entire research report and should not infer its contents from the rating. In any case, ratings should not 
be used or relied on in isolation as investment advice. 

Rating definitions for long-term investment opportunities 

Stock ratings 
HSBC assigns ratings to its stocks in this sector on the following basis: 

For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate, 
regional market established by our strategy team. The price target for a stock represents the value the analyst expects the stock 
to reach over our performance horizon. The performance horizon is 12 months. For a stock to be classified as Overweight, the 
potential return, which equals the percentage difference between the current share price and the target price, including the 
forecast dividend yield when indicated, must exceed the required return by at least 5 percentage points over the next 12 months 
(or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, the stock must be 
expected to underperform its required return by at least 5 percentage points over the next 12 months (or 10 percentage points 
for a stock classified as Volatile*).  Stocks between these bands are classified as Neutral. 

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation of coverage, change of volatility 
status or change in price target). Notwithstanding this, and although ratings are subject to ongoing management review, 
expected returns will be permitted to move outside the bands as a result of normal share price fluctuations without necessarily 
triggering a rating change. 

*A stock will be classified as volatile if its historical volatility has exceeded 40%, if the stock has been listed for less than 12 
months (unless it is in an industry or sector where volatility is low) or if the analyst expects significant volatility.  However, 
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stocks which we do not consider volatile may in fact also behave in such a way.  Historical volatility is defined as the past 
month's average of the daily 365-day moving average volatilities.  In order to avoid misleadingly frequent changes in rating, 
however, volatility has to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change. 

Rating distribution for long-term investment opportunities 

As of 29 November 2011, the distribution of all ratings published is as follows: 
Overweight (Buy) 55% (26% of these provided with Investment Banking Services) 

Neutral (Hold) 34% (22% of these provided with Investment Banking Services) 

Underweight (Sell) 11% (14% of these provided with Investment Banking Services) 

   

Share price and rating changes for long-term investment opportunities 

Coal India Limited (COAL.BO) Share Price performance INR Vs HSBC rating 

history 

 

 

Source: HSBC 

 

  

Recommendation & price target history 

From To Date 

N/A Neutral (V) 21 June 2011 
Neutral (V) Overweight (V) 16 August 2011 
Target Price Value Date 

Price 1 425.00 21 June 2011 
Price 2 472.00 16 August 2011 
Price 3 469.00 10 October 2011 

Source: HSBC 

HSBC & Analyst disclosures 

None of the below disclosures applies to any of the stocks featured in this report. 

1 HSBC* has managed or co-managed a public offering of securities for this company within the past 12 months. 
2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next 

3 months. 
3 At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this 

company. 
4 As of 31 October 2011 HSBC beneficially owned 1% or more of a class of common equity securities of this company. 
5 As of 31 October 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of investment banking services. 
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and/or paid compensation to HSBC in respect of non-investment banking-securities related services. 
7 As of 31 October 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-securities services. 
8 A covering analyst/s has received compensation from this company in the past 12 months. 
9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as 

detailed below. 
10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this 

company, as detailed below. 
11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in 
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Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment 
banking revenues. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that 
company available at www.hsbcnet.com/research. 

* HSBC Legal Entities are listed in the Disclaimer below. 

Additional disclosures 
1 This report is dated as at 30 November 2011. 
2 All market data included in this report are dated as at close 28 November 2011, unless otherwise indicated in the report. 
3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research 
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier 
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or 
price sensitive information is handled in an appropriate manner. 
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Limited, Hong Kong; ‘TW’ HSBC Securities (Taiwan) Corporation Limited; ‘CA’ HSBC Securities (Canada) 
Inc, Toronto; HSBC Bank, Paris Branch; HSBC France; ‘DE’ HSBC Trinkaus & Burkhardt AG, Düsseldorf; 
000 HSBC Bank (RR), Moscow; ‘IN’ HSBC Securities and Capital Markets (India) Private Limited, Mumbai; 
‘JP’ HSBC Securities (Japan) Limited, Tokyo; ‘EG’ HSBC Securities Egypt SAE, Cairo; ‘CN’ HSBC 
Investment Bank Asia Limited, Beijing Representative Office; The Hongkong and Shanghai Banking 
Corporation Limited, Singapore Branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul 
Securities Branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul Branch; HSBC 
Securities (South Africa) (Pty) Ltd, Johannesburg; ‘GR’ HSBC Securities SA, Athens; HSBC Bank plc, 
London, Madrid, Milan, Stockholm, Tel Aviv; ‘US’ HSBC Securities (USA) Inc, New York; HSBC Yatirim 
Menkul Degerler AS, Istanbul; HSBC México, SA, Institución de Banca Múltiple, Grupo Financiero HSBC; 
HSBC Bank Brasil SA – Banco Múltiplo; HSBC Bank Australia Limited; HSBC Bank Argentina SA; HSBC 
Saudi Arabia Limited; The Hongkong and Shanghai Banking Corporation Limited, New Zealand Branch 

Issuer of report 
HSBC Securities and Capital Markets 
(India) Private Limited 
Registered Office 
52/60 Mahatma Gandhi Road 

Fort, Mumbai 400 001, India 

Telephone: +91 22 2267 4921 
Fax: +91 22 2263 1983 

Website: www.research.hsbc.com 

This document has been issued by HSBC Securities and Capital Markets (India) Private Limited ("HSBC") for the information of its customers only. HSBC 
Securities and Capital Markets (India) Private Limited is regulated by the Securities and Exchange Board of India. If it is received by a customer of an affiliate 
of HSBC, its provision to the recipient is subject to the terms of business in place between the recipient and such affiliate. This document is not and should not 
be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. HSBC has based this document on information 
obtained from sources it believes to be reliable but which it has not independently verified; HSBC makes no guarantee, representation or warranty and accepts 
no responsibility or liability as to its accuracy or completeness. Expressions of opinion are those of the Research Division of HSBC only and are subject to 
change without notice. HSBC and its affiliates and/or their officers, directors and employees may have positions in any securities mentioned in this document 
(or in any related investment) and may from time to time add to or dispose of any such securities (or investment). HSBC and its affiliates may act as market 
maker or have assumed an underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell them to or 
buy them from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services for or relating to those 
companies and may also be represented in the supervisory board or any other committee of those companies. The information and opinions contained within the 
research reports are based upon publicly available information and rates of taxation applicable at the time of publication which are subject to change from time 
to time. Past performance is not necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not 
get back the full amount invested. Where an investment is denominated in a currency other than the local currency of the recipient of the research report, 
changes in the exchange rates may have an adverse effect on the value, price or income of that investment. In case of investments for which there is no 
recognised market it may be difficult for investors to sell their investments or to obtain reliable information about its value or the extent of the risk to which it is 
exposed.  
HSBC Securities (USA) Inc. accepts responsibility for the content of this research report prepared by its non-US foreign affiliate. All U.S. persons receiving 
and/or accessing this report and wishing to effect transactions in any security discussed herein should do so with HSBC Securities (USA) Inc. in the United 
States and not with its non-US foreign affiliate, the issuer of this report. 
In the UK this report may only be distributed to persons of a kind described in Article 19(5) of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2001. The protections afforded by the UK regulatory regime are available only to those dealing with a representative of HSBC Bank plc in 
the UK. In Singapore, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch for the general 
information of institutional investors or other persons specified in Sections 274 and 304 of the Securities and Futures Act (Chapter 289) (“SFA”) and accredited 
investors and other persons in accordance with the conditions specified in Sections 275 and 305 of the SFA. This publication is not a prospectus as defined in 
the SFA. It may not be further distributed in whole or in part for any purpose. The Hongkong and Shanghai Banking Corporation Limited Singapore Branch is 
regulated by the Monetary Authority of Singapore. Recipients in Singapore should contact a "Hongkong and Shanghai Banking Corporation Limited, Singapore 
Branch" representative in respect of any matters arising from, or in connection with this report. In Australia, this publication has been distributed by The 
Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the general information of its “wholesale” customers (as 
defined in the Corporations Act 2001).  Where distributed to retail customers, this research is distributed by HSBC Bank Australia Limited (AFSL No. 232595). 
These respective entities make no representations that the products or services mentioned in this document are available to persons in Australia or are 
necessarily suitable for any particular person or appropriate in accordance with local law. No consideration has been given to the particular investment 
objectives, financial situation or particular needs of any recipient. This publication is distributed in New Zealand by The Hongkong and Shanghai Banking 
Corporation Limited, New Zealand Branch. 
In Japan, this publication has been distributed by HSBC Securities (Japan) Limited. In Hong Kong, this document has been distributed by The Hongkong and 
Shanghai Banking Corporation Limited in the conduct of its Hong Kong regulated business for the information of its institutional and professional customers; it 
is not intended for and should not be distributed to retail customers in Hong Kong. The Hongkong and Shanghai Banking Corporation Limited makes no 
representations that the products or services mentioned in this document are available to persons in Hong Kong or are necessarily suitable for any particular 
person or appropriate in accordance with local law. All inquiries by such recipients must be directed to The Hongkong and Shanghai Banking Corporation 
Limited. In Korea, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch ("HBAP SLS") for the 
general information of professional investors specified in Article 9 of the Financial Investment Services and Capital Markets Act (“FSCMA”). This publication 
is not a prospectus as defined in the FSCMA. It may not be further distributed in whole or in part for any purpose. HBAP SLS is regulated by the Financial 
Services Commission and the Financial Supervisory Service of Korea. 
© Copyright. HSBC Securities and Capital Markets (India) Private Limited 2011, ALL RIGHTS RESERVED. No part of this publication may be reproduced, 
stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior 
written permission of HSBC Securities and Capital Markets (India) Private Limited. MICA (P) 208/04/2011 and MICA (P) 040/04/2011  


	Front Page (Page View)
	Financials & valuation
	Market ignoring positives, factoring in negative news
	2Q production decline due to excessive rains was one-off

	Reduce FY12-14 EPS estimates by 4-8%
	Valuation and risks
	Reiterate Overweight rating; lower target price to INR415 from INR469
	Key risks

	Stock trading in line with Indian utilities & ASEAN peers, despite greater visibility
	Disclosure appendix
	Analyst Certification
	Important disclosures
	Stock ratings and basis for financial analysis

	Rating definitions for long-term investment opportunities
	Stock ratings

	Rating distribution for long-term investment opportunities
	As of 29 November 2011, the distribution of all ratings published is as follows:

	Share price and rating changes for long-term investment opportunities
	HSBC & Analyst disclosures
	Additional disclosures

	Disclaimer



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.5
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (PDF settings file for CGI Printers - Produces High Definition print ready PDF's. 26/06/06 - Craig Brown)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


