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HINDALCO INDUSTRIES LTD. (www.hindalco.com)



[email protected]



Promoters & Management : Part of the AVB Group, Hindalco is India's largest Aluminium



PER SHARE DATA



CMP 08-Mar-011 Projected EPS (FY11) Last FY (10) EPS Forward P/E



211.95 23.15 22.16 9.16



Face Value Equity (Crs) M. Cap(Crs) Dividend (Rs.)



1.00 191.46 40580 1.35



producer as well as the largest Copper refiner. It is one of the lowest cost producers of Al globally and



KEY FINANCIALS



FY11(P)



FY10(A)



FY09(A)



68545 12065 6752 4433 17.60% 6.47%



60722 10066 6181 3925 16.58% 6.46%



65963 3665 (605) 484 5.56% 0.73%



QUARTERLY DATA: Sales (Cr) -standalone



Sales (Crs) -consolidated



EBITDA PBT PAT OPM(%) NPM(%)



consistently earns 25% EBIT margins. The co. has managed to turnaround its subsidiary, US-based Novelis, which is the world's largest Al. products producer. The merits of this transaction are undeniable, as estimates of Novelis EV now range from 10 to 12 Billion, up from 6 Billion at the time of acquisition.



EBITDA PBT PAT OPM(%) NPM(%)



Q3FY11(9)



Q3FY10(9)



H1FY11(6)



H1FY10(6)



Q1FY11(3)



Q1FY10(3)



17013 2483 1807 1429 14.59% 8.40%



14125 2296 1590 1252 16.25% 8.86%



11038 1682 1229 968 15.24% 8.77%



8812 1500 1034 825 17.02% 9.36%



5178 901 673 534 17.40% 10.31%



3897 833 600 481 21.38% 12.34%



FINANCIAL ANALYSIS: 1) Copper performance in Q3FY11 was lower, delivering an EBIT of 143 Crs against 159 Crs in prev. year. This is due to lower TC/RC rates and some operting issues 2) Al performance in Q3Fy11 was marginally higher, with EBIT at 465 Crs against 438 Cr in prev. year. Hirakud outage and cost pressures were the main factors 3) Novelis financials are on the mend. However, Q3 saw a net loss of 46 Million due to debt restructuring costs. Adjusted EBITDA for the quarter was at 238 Million, up 20% 4) Q4 is a seasonally strong quarter, both for Hindalco and Novelis. Hence, OPM% and NPM% are both expected to be much higher sequentially. 5) Proj. Consolidated EPS for FY11 is at 23.15 leading to a forward P/E of 9.16 Valuation is reasonable given Novelis EV at 11 Billion and upgrades are likely going forward. INVESTMENT THESIS 1) High FY12 visibility for India operations as domestic focus on Infrastructure continues to stabilize demand, Novelis striding ahead with 1Billion adjusted EBITDA target. 2) Domestic Al. expansion plans remain on track, with Hirakud (brownfield) smelter expansion from 155 Ktpa to 213 Ktpa slated to be completed by Q4FY12. 3) First Production targets for greenfield projects: Mahan (Oct '11), Utkal (Mar '12), Aditya (Dec '12) & Jharkhand (June '15) look achievable. 4) Relocation of Rogerstone canstock plant to Hirakud should be completed by Oct'11. Plan is to make 500 Ktpa of sheet eventually, with 130 Ktpa initial production 5) Further equity dilution seems unlikely as the company is better placed after the Novelis debt restructuring. Future capital expenditure should get financed internally. 6) Hindalco is a compelling investment story based on its ongoing domestic expansion, Novelis turnaround, and strong LME prices.
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