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CMP (INR) 62
Target (INR) 114  MSP Steel & Power Ltd (MSP) registered a 50% growth in operating income
Upside / Downside (%) 84% to INR 1,442 mn in Q3FY11 compared to INR 962 mn in Q3FY10. This was
52 week High/Low (INR) 80/30 ©On the back of an increase in capacity utilisation and rise in steel prices.
Market Cap _(INR MN) 3,605 Capacity utilisation for TMT bars increased from 16% to 85% QoQ while
3M Avg. Daily Volumes 285,401 sponge iron capacity utilisation increased to 79% from 76% QoQ. Utilisation
P/E (FY1le) 6.6 rate for billets increased to 84% from 47% in the previous quarter.
Shareholding Pattern (%) Realisations improved due to higher steel prices which increased more than

Others 25% during the quarter due to rising iron ore and coking coal prices.
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o MSP however remains unaffected by price increases of these raw materials
B 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

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

1 On the net profit front, MSP Steel has posted robust growth of 191% to INR
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& 193 mn in Q3FY11 compared to INR 66 mn in Q3FY10. PAT Margins
] improved 634 basis points
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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
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—— Misp Steel & Power Ltd Nifty

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

of INR 4.25 bn and has started trial production for phase I.
Performance (%)

The expansion plan focuses on backward integration with an intention to

_-‘ have a presence across the entire value chain with value added steel

MSP Steel 10.3 -11.2 515  products. Company’s power plant capacity will triple from existing 24 MW
NIFTY 5.1 -6.6 118 to 76 MW and beneficiation & pellet plant capacity will also triple from
existing 300,000 MTPA to 900,000 MTPA.
(INR in mn)

;;;‘ The company’s robust growth plan and improving profitability with
Total Income 1,444 1,245 presence in the entire value chain of the steel industry makes it an attractive
EBIDTA 356 356 bet in the steel sector. Besides the company produces steel through the DRI
Reported PAT 190 178 process (non-coking coal as raw material) which cushions it against the

* Source: Bloomberg, Unicon Research . . . .
recent increase in prices of coking coal due to shortages on account of

Australian floods.

At the CMP, the stock is trading at FYl%P/E multiple of 6.6x which
appears attractive. We maintain our Buy rating=en the stock with a price
target of INR 114.
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Financials (INR in mn)
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 1,444 963 499 997 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 1914 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 33 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%

Disclaimer

This document has been issued by Unicon Financial Intermediaries Pvt. Ltd. (“UNICON") for the information of its customers only. UNICON is governed by
the Securities and Exchange Board of India. This document is not for public distribution and has been furnished to you solely for your information and must
not be reproduced or redistributed to any other person. Persons into whose possession this document may come are required to observe these restrictions. The
information and opinions contained herein have been compiled or arrived at based upon information obtained in good faith from public sources believed to
be reliable. Such information has not been independently verified and no guarantee, representation or warranty, express or implied is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. This document has been produced independently of any
company or companies mentioned herein, and forward looking statements; opinions and expectations contained herein are subject to change without notice.
This document is for information purposes only and is provided on an “as is” basis. Descriptions of any company or companies or their securities mentioned
herein are not intended to be complete and this document is not, and should not be construed as an offer, or solicitation of an offer, to buy or sell or subscribe
to any securities or other financial instruments. We are not soliciting any action based on this document. UNICON, its associate and group companies its
directors or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action
taken on basis of this document, including but not restricted to, fluctuation in the prices of the shares and bonds, reduction in the dividend or income, etc. This
document is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person or entity who is a citizen
or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be
contrary to law or regulation or would subject UNICON or its associates or group companies to any registration or licensing requirement within such
jurisdiction. If this document is inadvertently sent or has reached any individual in such country, the same may be ignored and brought to the attention of the
sender. This document may not be reproduced, distributed or published for any purpose without prior written approval of UNICON. This document is for
the general information and does not take into account the particular investment objectives, financial situation or needs of any individual customer, and it
does not constitute a personalised recommendation of any particular security or investment strategy. Before acting on any advice or recommendation in this
document, a customer should consider whether it is suitable given the customer’s particular circumstances and, if necessary, seek professional advice. Certain
transactions, including those involving futures, options, and high yield securities, give rise to substantial risk and are not suitable for all investors. UNICON,
its associates or group companies do not represent or endorse the accuracy or reliability of any of the information or content of the document and reliance
upon it is at your own risk.

UNICON, its associates or group companies, expressly disclaims any and all warranties, express or implied, including without limitation warranties of
merchantability and fitness for a particular purpose with respect to the document and any information in it. UNICON, its associates or group companies, shall
not be liable for any direct, indirect, incidental, punitive or consequential damages of any kind with respect to the document. 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 Unicon Financial Intermediaries Pvt. Ltd.
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