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LONG TERM INVESTMENT CALL 

BUY 22 January 2011 

Company Report | Q3FY11 Result Update 

Q3FY11 Result Highlights 

MSP Steel & Power Ltd (MSP) registered a 50% growth in operating income 

to INR 1,442 mn in Q3FY11 compared to INR 962 mn in Q3FY10. This was 

on the back of an increase in capacity utilisation and rise in steel prices. 

Capacity utilisation for TMT bars increased from 16% to 85% QoQ while 

sponge iron capacity utilisation increased to 79% from 76% QoQ. Utilisation 

rate for billets increased to 84% from 47% in the previous quarter. 

Realisations improved due to higher steel prices which increased more than 

25% during the quarter due to rising iron ore and coking coal prices.  

MSP however remains unaffected by price increases of these raw materials 

as it uses non-coking coal and low grade iron ore (through beneficiation). 

This has helped them to improve their EBITDA margins by 620 basis points 

to 24.7% compared to 18.5% in the same quarter last fiscal. 

Due to improvement in realisations and margins, the company posted a 

100% YoY jump in EBITDA to INR 356 mn compared to INR 178 mn last 

year. This was a growth of 23.7% on a sequential basis. 

On the net profit front, MSP Steel has posted robust growth of 191% to INR 

193 mn in Q3FY11 compared to INR 66 mn in Q3FY10. PAT Margins 

improved 634 basis points 

Outlook & Valuation 

MSP Steel has undertaken a massive phase wise expansion plan with a 

capex of INR 8.14 bn to increase its pellets, sponge iron and power capacity 

by FY12. As of 31st Dec 2010, the company has already made an investment 

of INR 4.25 bn and has started trial production for phase I. 

The expansion plan focuses on backward integration with an intention to 

have a presence across the entire value chain with value added steel 

products. Company’s power plant capacity will triple from existing 24 MW 

to 76 MW and beneficiation & pellet plant capacity will also triple from 

existing 300,000 MTPA to 900,000 MTPA. 

The company’s robust growth plan and improving profitability with 

presence in the entire value chain of the steel industry makes it an attractive 

bet in the steel sector. Besides the company produces steel through the DRI 

process (non-coking coal as raw material) which cushions it against the 

recent increase in prices of coking coal due to shortages on account of 

Australian floods.  

At the CMP, the stock is trading at FY11e P/E multiple of 6.6x which 

appears attractive. We maintain our Buy rating on the stock with a price 

target of INR 114. 

Industry Steel 

CMP (INR) 62 

Target (INR) 114 

Upside / Downside (%) 84% 

52 week High/Low (INR) 80 / 30 

Market Cap (INR MN) 3,605 

3M Avg. Daily Volumes 285,401 

  P/E (FY11e) 

 
6.6x 

 

Shareholding Pattern (%) 

 
 

Stock Performance  

 
 

Performance (%)   

  

 1 Month 3 Months 1 Year 

MSP Steel 10.3 -11.2 51.5 

NIFTY -5.1 -6.6 11.8 

 
                                                                              (INR in mn) 

Particulars Actual Estimates 

Total Income 1,444 1,245 

EBIDTA 356 356 

Reported PAT 190 178 
* Source: Bloomberg, Unicon Research 
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Financials                                                                                                                                                                                    (INR in mn) 

  Q3 FY11 Q3 FY10 Y-o-Y  Q2FY11 Q-o-Q  

Net Revenue 1,214 943 28.7 892 36.0 

Other Operating income 228 19 1076.4 97 136.0 

Other income 2 0 526.3 8 -71.1 

Total Income 1,444 963 49.9 997 44.8 

Operating Exp. 1,086 785 38.3 754 43.9 

EBITDA 356 178 99.9 234 51.8 

EBITDA (%) 24.7 18.5 619 bps 23.7 98bps 

Depreciation 41 32 31.1 43 -3.1 

EBIT 314 146 114.7 192 64.1 

EBIT (%) 21.8 15.2 660 bps 19.4 243 bps 

Financial charges 63 59 7.6 58 8.7 

PBT 254 88 188.0 142 78.9 

Tax Provision 60 22 177.6 31 92.4 

PAT 193 66 191.4 110 75.1 

Exceptional Items & Others -3 -1 475.0 0 29800.0 

Reported PAT 190 66 189.2 110 72.4 

Reported PAT (%) 13.2 6.8 634 bps 11.1 210 bps 

EPS 3.3 1.1 189.4 2 72.1 

* Source: Bloomberg, Unicon Research 
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Unicon Investment Ranking Methodology 

Rating Buy Accumulate Hold Reduce Sell 

Return Range >= 20% 10% to 20% -10% to 10% -10% to -20% <= -20% 
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