Ly

IsfilLaksHMISHREE

Crateway to your Financial Goals

Retail Equity Research

Tata Steel Ltd
Steel

Ist February 2025

NSE CODE: TATASTEEL BSE CODE: 500470

The company’s financial performance exhibited
volatility throughout the year, with fluctuating
sales and profit trends. Sales peaked at
X58,687.31 Cr in Mar-24 but gradually declined
to X53,648.30 Cr by Dec-24, reflecting subdued
demand. Operating profit followed a similar
pattern, reaching X6,694.47 Cr in Jun-24 before
tapering off to X5,903.49 Cr in Dec-24.

Notably, net profit growth was highly erratic,
surging by 1307% in Dec-23 before stabilizing
in the subsequent quarters. However, a sharp
decline of 155% in Dec-24 suggests margin
pressures and higher tax burdens. The impact
of fluctuating other income and rising interest
further
Looking ahead, strategic cost optimization and

costs strained profitability.
revenue diversification will be crucial to restor-
ing growth momentum. Investors should close-
ly monitor expense management and demand

recovery to gauge future earnings stability.

Company Data
Market Cap (cr)
Enterprise Value (cr)

CMP Rs. X137
Rating: Overweight

Rs. 1,70,649.81
Rs. 2,72,959.75

Outstanding Shares (cr) 1,248.35
52 week high Rs. 185.00
52 week low Rs. 123.00
1m average volume (lacs) 304.00
Face value Rs. 1.00
FY22 FY23 FY24
Sales 243959.17 243352.69 229170.78
Growth(%) 56% 0% -6%
EBITDA 64789.94 33869.02 16242.69
EBITDA Margin(%) 26.6% 13.9% 7.1%
PAT 40,153.93 8,760.40 -4,437.44
Growth(%) 436% -78% -151%
EPS 32.9 7.2 -3.6
P/E 4.0 14.6 -43.8
P/B 1.4 1.2 2.1
EV/EBITDA 3.4 5.9 16.8
ROE(%) 35% 8.5% -5%
ROCE(%) 29% 13.1% 3.6%
ROIC(%) 26% 6.1% 15.7%
D/E 0.66 0.82 0.95

Market Challenges and Domestic Growth: The global steel market faces pressure from subdued economic
activity, inflation, and high Chinese exports, prompting India’s antidumping investigations. Despite this, Tata
Steel India increased crude steel production by 5% YoY to 5.3 million tons, with domestic deliveries growing
6%. Strong demand in automotive and construction segments, particularly for high-end products, supported

the company's performance.

Strategic Expansions and Cost Efficiency: Tata Steel has commissioned a 5 MTPA blast furnace at Kalin-
ganagar, along with a 6 MTPA pellet plant to improve efficiency. In the UK, it has decommissioned blast furnac-
es at Port Talbot, shifting to green steelmaking with a £1.25 billion investment. Cost optimizations, including
lower coking coal consumption and conversion costs, have improved EBITDA margins, particularly in India.

Financial Strength and Future Outlook: The company reported H1FY24 revenues of X1,08,676 crores, with a
12% EBITDA margin, improving 300 bps YoY. Capital expenditure reached 8,585 crores, mainly for Indian
expansion projects. Despite global uncertainties, Tata Steel maintains strong liquidity of ¥26,000 crores, with

net debt at 88,817 crores.
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Key Highlights

Integrated Steel Operations & Expansion Plans: Tata Steel Ltd., established in 1907, is Asia’s first inte-
grated private steel company with operations spanning the entire steel manufacturing value chain. The
company aims to increase its domestic steelmaking capacity to 30 MnTPA by 2025, reinforcing its leader-
ship position in the industry.

Diverse Product Portfolio: The company offers a broad range of steel products, including flat products
(hot-rolled coils, cold-rolled coils, galvanized steel) and long products (wire rods, rebar, ferro alloys,
tubes, bearings, and wires). These products cater to key industries such as automotive, construction, con-
sumer goods, energy, and material handling.

Market Leadership & Growth: Tata Steel has strengthened its market presence, increasing its market
share in the Alloy Wire Rod segment to 20% in FY21 from 12% in FY20. In the automotive sector, the
company holds a 15% domestic market share, with a leading 38% share in the commercial vehicle seg-
ment.

Robust Production & Distribution Network: The company produced ~839,000 tonnes of Direct Re-
duced Iron (DRI), ~684,000 tonnes of crude steel, and ~672,000 tonnes of rolled products in FY22. Its
strong distribution network includes over 250 distributors and 20,400 dealers, covering nearly 95% of
India’s districts.

Manufacturing Capabilities & Vertical Integration: Tata Steel owns and operates steel plants in Jam-
shedpur (Jharkhand) and Keonjhar (Odisha). It has a crude steel capacity of 1 MnTPA, a DRI capacity of 1
MnTPA, and captive power generation of 160 MW. The company is vertically integrated, with upstream
and downstream facilities, including iron ore mines, electric arc furnaces, blast furnaces, and a sponge
iron kiln.

Strategic Investments & Amalgamations
Tata Steel is investing in a 2.2 MTPA CRM complex and a 6 MTPA pellet plant, featuring India’s widest
cold rolling mill.

In November 2023, the NCLT approved the amalgamation of Tata Steel Long Products Ltd. (TSLP) into
Tata Steel, with a share exchange ratio of 67:10.

The company is also merging S&T Mining Co. Ltd. to streamline its operations.

UK Joint Venture & Decarbonization Efforts: Tata Steel and the UK government are investing £1.25
billion to transition to Electric Arc Furnace (EAF) steelmaking at the Port Talbot site. The project, ex-
pected to be completed in 36 months, will help eliminate cash losses in UK operations and support decar-
bonization.

Capital Expenditure & Financial Adjustments: The company invested Rs. 8,650 crores in Capex during
H1FY24, focusing on the 5 MTPA expansion at Kalinganagar and a 0.75 MTPA EAF project in Punjab. An
impairment charge of Rs. 12,560 crores (standalone) and Rs. 2,746 crores (consolidated) was recorded in
Q2FY24 due to the UK restructuring and EAF transition.
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Quarterly Financial Consolidated

Profit and loss account

Sales
Growth(%)
Expenses
Operating Profit
Growth(%)
Other Income
Depreciation
Interest

Profit before tax
Tax

Net profit
Growth(%)

Dec-23
55,311.88
-1%
49,048.31
6,263.57
47%
-32.84
2,422.04
1,880.78
1,927.91
1,405.77
513.37
1307%

Financial Consolidated

Profit & Loss

Sales
Growth(%)
Expenses
Operating Profit
Growth(%)
Other Income
Depreciation
Interest

Profit before tax
Tax

Net profit
Growth(%)

Mar-20

1,39,816.65

-11%

1,22,353.59

17,463.06
-40%
-2,883.63
8,440.73
7,533.46
-1,394.76
-2,568.41
1,556.54
-85%

Mar-24
58,687.31
6%
52,086.68
6,600.63
5%
-381.56
2,567.95
1,842.25
1,808.87
1,254.31
611.48
16%

Mar-21
1,56,294.18
12%
1,25,789.92
30,504.26
75%

179.78
9,233.64
7,606.71
13,843.69
5,653.90
7,490.22
381%

Jun-24
54,771.39
-7%
48,076.92
6,694.47
1%

-5.51
2,535.43
1,776.71
2,376.82
1,458.25
959.61
36%

Mar-22
2,43,959.17
56%
1,80,469.22
63,489.95
108%
1,299.99
9,100.87
5,462.20
50,226.87
8,477.55
40,153.93
436%

Sep-24
53,904.71
-2%
47,788.92
6,115.79
-9%
616.68
2,596.74
1,971.40
2,164.33
1,405.49
833.45
-15%

Mar-23
2,43,352.69
0%
2,11,052.53
32,300.16
-49%
1,568.86
9,335.20
6,298.70
18,235.12
10,159.77
8,760.40
-78%
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(Rs Cr)

Dec-24
53,648.30
0%
47,744.81
5,903.49
-3%
141.82
2,569.19
1,804.09
1,672.03
1,376.54
326.64
-155%

(Rs Cr)

Mar-24
2,29,170.78
-6%
2,06,922.86
22,247.92
-31%
-6,005.23
9,882.16
7,507.57
-1,147.04
3,762.57
-4,437.44
-151%
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Balance Sheet

Report Date

Equity Share Capital
Reserves
Borrowings

Other Liabilities
Total

Net Block

Capital Work in Progress
Investments

Other Assets

Total

Cash Flow

Cash from Operating Activity
Cash from Investing Activity

Cash from Financing Activity

Net Cash Flow

Mar-20
1,144.95
72,431.35
1,16,328.20
59,244.62
2,49,149.12
1,34,550.66
19,496.83
6,285.18
88,816.45
2,49,149.12

Mar-21
1,197.61
73,041.16
88,501.41
81,169.01
2,43,909.19
1,35,775.18
19,007.40
10,681.93
78,444.68
2,43,909.19

Mar-22
1,221.21
1,13,221.83
75,561.35
92,417.28
2,82,421.67
1,33,287.83
22,045.55
13,139.85
1,13,948.44
2,82,421.67

Mar-23
1,221.24
1,01,860.86
84,893.05
97,420.63
2,85,395.78
1,46,621.46
31,213.02
8,410.31
99,150.99
2,85,395.78

Key Metrics: Quarterly

Rs cr

60,000.00
59,000.00
58,000.00
37,000.00
56,000.00
535,000.00
54,000.00
53,000.00
32,000.00
51,000.00

Mar-20 Mar-21 Mar-22 Mar-23
20168.72 44326.68 44380.99 21683.08
-14012.1 -9437.27 -10905 -18179.5
-1694.62 -37089.7 -23401.1 -6980.69
4462.04 -2200.26 10074.88 -3477.06
mm Sales Growth(%g)
Fili]
] 6%
4%
2%
0%
-2
-4045
5 .,
T T T -B%
Dec-23 Mar-24 Jun-24 Sep-24 Dec-24

(Rs Cr)

Mar-24
1,247.44
90,788.32
87,082.12
90,194.54
2,69,312.42
1,48,814.38
34,355.53
6,257.57
79,884.94
2,69,312.42

(Rs Cr)

Mar-24
20300.67
-14252.7
-11097
-5049.06
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Rs cr et profit Growth (%)
1,200.00 1400%)
120004
1,000.00
100004
800,00 800%
60009y
600.00
400%

400.00 2000

004
200.00
- T T T T -400%

Dec-23 Mar-24 Jun-24 Sep-24 Dec-24

Rs cr mmm EBITDA Growth (%)
6,500.00 160%
14004
6,600.00
12094
6,400.00 100%%
80%
6,200.00
60%
6,000.00 40%
20%
5,800.00
E- N = .
5,600.00 -20%
Dec-23 Mar-24 Jun-24 Sep-24 Dec-24
Key Metrics: Yearly
Rs cr m Sales Growth( %)
3,00,000.00 60%
2,50,000.00 0%
4004
2,00,000.00
3000
1.50,000.00 ' 2004
1,00,000.00 10%
004
30,000.00
-10%g
- T T T T 'ZD%

Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
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Rs cr mm PMet profit Growth(2%)

45,000.00 60004
40,000.00 5009
35,000.00 ‘

30,000.00 40004
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Key Ratio:

Leverage Ratios Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
D/E 1.58 1.19 0.66 0.82 0.95
Debt/Assets 0.47 0.36 0.27 0.30 0.32
Debt/Ebitda 7.98 2.88 1.17 2.51 5.36
Debt/Capital Ratio 61% 54% 40% 45% 49%
Cash flow/Debt 0.17 0.50 0.59 0.26 0.23
Interest coverage ratio 0.81 2.82 10.20 3.90 0.85
Sales Change -11% 12% 56% 0% -6%
Ebit Change -74% 249% 160% -56% -74%
Operating Leverage 3.57 6.34 1.93 197.61 5.34
Financial Leverage 3.39 3.29 2.47 2.77 2.93

Efficiency ratios

Receivable days 21 22 18 12 10
Receivable turnover 17.73 16.38 19.92 29.47 36.59
Inventory days 0.00 0.00 0.00 0.00 0.00
Inventory turnover 4 4 4 4 4
Net Fixed assets turnover 1.04 1.15 1.83 1.66 1.54
Sales/capital employed 0.74 0.96 1.28 1.29 1.28
Total Asset Turnover 0.56 0.64 0.86 0.85 0.85

Profitability ratios

Ebitda 14579.43 30684.04 64789.94 33869.02 16242.69
Ebitda margin 10% 20% 27% 14% 7%
Gross Profit 55789.29 72820.63 123618.08 87442.65 82920.09
Gross Profit Margin 40% 47% 51% 36% 36%
EBIT 6138.7 21450.4 55689.07 24533.82 6360.53
EBIT Margin 1% 14% 23% 10% 3%
ROE 2% 10% 35% 8% -5%
Net profit margin 1% 5% 16% 1% -2%
EPS 1.38 6.26 32.88 7.17 -3.55
DU Pont ROE 2% 10% 35% 8% -5%
Net Profit Margin 1% 5% 16% 1% -2%
Sales/Total assets 0.56 0.64 0.86 0.85 0.85
Financial Leverage 3.39 3.29 2.47 2.77 2.93
DU PONT ROA 1% 3% 14% 3% -2%
Net Profit Margin 1% 5% 16% 1% -2%
Sales/Total assets 0.56 0.64 0.86 0.85 0.85
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Capital Allocation Ratios
ROCE

EBIT Margin

Sales/cap employed
NOPAT

Capital employed

ROIC

Valuation Ratios
Price/Earnings
Price/Book
Marketcap
Enterprise Value
EV/EBITDA

Mar-20
7%

4%

0.74
-5165.54
189904.5
-3%

19.51

0.41
30,370.17
1,38,643.65
9.51

Mar-21
12%

14%

0.96
12689.84
162740.18
8%

12.97

1.31
97,151.14
1,79,870.37
5.86

Mar-22
30%

23%

1.28
46289.58
190004.39
24%

3.98
1.40
1,59,648.34
2,19,310.76
3.38

Mar-23
9%

10%

1.29
10864.70
187975.15
6%

14.58
1.24
1,27,714.68
1,99,250.47
5.88

Mar-24
6%

3%

1.28
27224.61
179117.88
15%

-43.84

2.11
1,94,555.35
2,72,959.75
16.81
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Disclaimer: ANALYST CERTIFICATION I, Mr. Anshul Jain B.com, Research Analyst, author and the name subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify tha no part of our compensation was, is, or
will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 'Subscriber' is the one who has subscribed to the Research Reports
in various forms including Research Recommendations, Research SMS Alerts/Calls, Fundamental and Technical Research calls, Investment Strategist Magazine,
Research/market news etc through Lakshmishree Investment & Securities Limited. Subscriber may or may not be client of Lakshmshree Investment & Securities
Ltd.

Terms & conditions and other disclosures:

Lakshmishree Investment & Securities Ltd. (hereinafter referred to as “LISL ”) is engaged in the business of Stock Broking, Depository Participant and distribution
for third party financial products. (LISL) will, at its discretion, provide its company research reports/news, results, and event updates/sector report/monthly com-
mentary/regular compendium, trading call, technical and derivatives reports (together “the reports”) as also market news to subscribers either in the form of a
written market commentary or research report sent in email, form, SMS or through postal or courier service. A brief extract of the reports may also be sent, on
enrolment, in SMS, e-mail form. This document has been prepared by the Research Division of LISL and is meant for use by the recipient only as information and is
not for circulation. This document is not to be reported or copied or made available to others without the prior permission o LISL. It should not be considered or
taken as an offer to sell or a solicitation to buy or sell any security. The information contained in this report has been obtained from sources that are considered to
be reliable. However, LISL has not independently verified the accuracy or completeness of the same. Neither LISL nor any of ts affiliates, its directors or its em-
ployees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made available orexpressed herein or for any omis-
sion therein. Recipients of this report should be aware that past performance is not necessarily a guide to future performane and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and,in case of doubt, advice should be
sought from an independent expert/advisor. Either LISL or its affiliates or its directors or its employees or its representaties or its clients or their relatives may
have position(s), make market, act as principal or engage in transactions of securities of companies referred to in this repat and they may have used the research
material prior to publication. LISL is registered as Research Analyst under Securities and Exchange Board of India (ResearchAnalysts) Regulations, 2014 LISL sub-
mits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysisactivities. LISL or its research ana-
lysts or its associates or his relatives do not have any financial interest in the subject company. LISL or its research analysts or its associates or his relatives do not
have actual / beneficial ownership of one percent or more securities of the subject company at the end of the month immediatdy preceding the date of publica-
tion of the research report. LISL or its research analysts or its associates or his relatives do not have any material conflct of interest at the time of publication of
the research report. LISL or its associates might have received compensation from the subject company in the past twelve monts.LISL or its associates might have
managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any other as-
signment in the past twelve months. LISL or its associates might have received any compensation for investment banking or mecchant banking or brokerage ser-
vices from the subject company in the past twelve months. LISL or its associates might have received any compensation for praducts or services other than invest-
ment banking or merchant banking or brokerage services from the subject company in the past twelve months. LISL or its assocates might have received any
compensation or other benefits from the subject company or third party in connection with the research report. LISL encourages independence in research report
preparation and strives to minimize conflict in preparation of research report. LISL or its analysts did not receive any compensation or other benefits from the
subject Company or third party in connection with the preparation of the research report. LISL or its Research Analysts do na have any material conflict of interest
at the time of publication of this report. It is confirmed that Mr. Anshul Jain B.com, Research Analyst of this report has nd received any compensation from the
companies mentioned in the report in the preceding twelve months Compensation of our Research Analysts is not based on any specific merchant banking, invest-
ment banking or brokerage service transactions. The Research analysts for this report certifies that all of the views expres®d in this report accurately reflect his or
her personal views about the subject company or companies and its or their securities, and no part of his or her compensationwas, is or will be, directly or indi-
rectly related to specific recommendations or views expressed in this report. The research analysts for this report has not srved as an officer, director or employ-
ee of the subject company. LISL or its research analysts have not engaged in market making activity for the subject company Qur sales people, traders, and other
professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions
expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent wth the recommendations ex-
pressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may gve rise to real or potential conflicts
of interest. LISL and its associates, their directors and employees may (a) from time to time, have a long or short positionin, and buy or sell the securities of the
subject company or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensationor act as a market maker in the
financial instruments of the subject company or act as an advisor or lender/borrower to the subject company or may have any aher potential conflict of interests
with respect to any recommendation and other related information and opinions.
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