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Annual Report Analysis

Wages eroding its strategic advantages; valuations attractive

We analyzed Nalco’s FY18 annual report, key takeaways:

m Revenue from sale of metal and alumina increased 26% YoY to INR93.7b driven
by 21% increase in LME, partially offset by 4% appreciation of currency and
11% /3% increase in sales volumes for metal/alumina.

B Nalco realized a premium over the LME of USD57/t on metal exports and
USD196/t in the domestic market. Alumina realization was up 26% to
USD370/t.

B Nalco has advantage of captive bauxite mines, coal linkage and logistics due to
strategic locations. However, its wage bill keeps growing unfettered every year

37" Annual Report | 2017-18

Stock Info without corresponding improvement in productivity. Employee wages now
Bloomberg NACLIN account for more than USD500/t in metal CoP (cost of production), which is the
Equity Shares (m) 1,933 highest in the world. Although, total headcount declined 2% to 6,776, average
M.Cap.(INRb)/(USDb) 125.4/1.7 recurring annual wages per employee increased 32% to INR2.9m — highest in
52-Week Range (INR) 98 /57 Indian metal and mining industry.

1,6, 12 Rel. Per (%) -5/-14/-29 @ CoP of alumina increased by INR1794/t to INR14,417/t on an increase in input
12M Avg Val (INR m) 731 cost and wage hike. INR appreciation by 4% accentuated the impact in USD
Free float (%) 43.8 term. CoP increased by USD35/t to USD224/t.

Financials Snapshot (INR b) m Despite operating leverage due to a 10% increase in metal production, CoP of
Y/E Mar 2018 2019E 2020E metal increased by INR16,235 to INR140,999/t (USD2187). Variable cost and
Net Sales 951 117.8 1165 wage hike were the key drivers, which offset marginal gains in manufacturing
EBITDA 16.8 331 284 fixed expenses. Apart from the inflation in alumina CoP, Carbon, power and
PAT 99 207 178 wage hike were the key drivers.

EPS (INR) 51 107 9.2 MW Consolidated EBITDA increased 55% to INR17b. Alumina remains the key driver
Gr. (%) 37.0 1105 -14.3 of EBITDA. Cash flow after working capital changes was stable at INR14.7b.
BV/Sh (INR) 543 583 60.3 Increase in EBITDA by INR6b was offset by higher taxes (INR2.6b), and swing in
RoE (%) 95 19.1 155 working capital changes (INR1.4b), etc. Cash flows from investing activities
RoCE (%) 129 257 209 were negative INR5b due to INR8.4b capex offset by interest and dividend

P/E (x) 12.9 6.1 7.1 income. Nalco stepped up dividend payout by 32% to INR11b and capex by 8%,
P/BV (x) 1.2 1.1 1.1 yet net cash surplus remained flat at INR34b.

B Nalco has increased bauxite production by 3% on opening of a new block at

Shareholding pattern (%) south of Panchpatmalli mine. This will help in improving alumina production.

As On Jun-18 Mar-18 Jun-17 Nalco has also made some progress in Pottangi bauxite mine and Utkal D coal
Promoter 6.2 602 654 mine, which will help in growing earnings a few years down.

ol 240 212 191 @ Nalco has also started work on 1mtpa expansion of alumina refinery at a capex
Fll 7.1 6.4 5.6 of INR55.4b. The real benefit should be visible only after commencement of
Others 128 122 100 Pottangi.

FIl Includes depository receipts B We have changed INR/USD assumption by 7%, which has been partially offset

by reduction in LME assumption. As a result, estimate for EBITDA has increased
by 16%/12% to INR33.1b/28.4b for FY19/FY20E. Stock is trading at attractive
valuations i.e. EV/EBITDA of 3.4xFY20E and P/E of ~7xFY20E. We value the
stock at INR107/share based on 5.5xEV/EBITDA for FY20E.
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Dhruv Muchhal — Research Analyst (Dhruv.Muchhal@MotilalOswal.com); +91 22 6129 1549
Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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Stock Performance (1-year)

Revenue Analysis

Nalco
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Volume growth and LME drives up Revenue by 26%

Revenue from sale of metal and alumina increased 26% YoY to INR93.7b, driven by

21% increase in LME, partially offset by 4% appreciation of currency and 11% /3%

increase in sales volume for metal/alumina.

m  Average metal NSR (net sales realization) increased 15.4% to INR135,549/t in
exports and 14% to INR144,479/t in the domestic market. The premium in
domestic NSR shrunk 3% to INR8,930/t

m  Nalco realized a premium over LME of USD57/t on metal exports and USD196/t
in the domestic market. Higher premium in domestic market is driven by import
duty, cost of transportation, regional premium and value addition.

m  Alumina prices increased 21% to INR23,868/t (+26% to USD370/t)

Exhibit 1: Revenue analysis INR Million

FY12 FY13 FY14 FY15 FY16 FY17 FY18
Revenue 69,269 72,472 70,243 77,706 71,565 74,385 93,762
YoY (%) 9 5 -3 11 -8 4 26
Alumina 15,428 17,960 25,663 25,706 23,182 25,684 31,952
YoY (%) 37 16 43 0 -10 11 24
Exports 14,203 16,869 24,808 24,702 21,983 24,430 30,474
Domestic 1,224 1,091 856 1,004 1,199 1,253 1,478
Aluminium 53,830 54,420 44,068 51,370 47,828 47,936 60,916
YoY (%) 3 1 -19 17 -7 0 27
Exports 11,483 17,236 12,385 8,371 10,486 11,820 10,281
Domestic 42,348 37,184 31,682 42,999 37,342 36,116 50,635
Others 11 92 512 630 555 766 894

Qty. (tonnes)
Alumina 8,42,829 9,84,741 13,42,800 12,24,633 12,19,925 12,94,906 13,37,419
YoY (%) 23 17 36 9 0 6 3
Exports 7,92,552 9,44,117 13,09,473 11,84,595 11,74,224 12,43,103 12,76,775
YoY (%) 24 19 39 -10 -1 6 3
Domestic 50,253 40,605 33,288 40,048 45,702 51,797 60,641
YoY (%) 9 -19 -18 20 14 13 17
Aluminium 4,15,916 4,03,149 3,19,633 3,26,040 3,72,480 3,85,523 4,26,291
YoY (%) -5 -3 21 2 14 4 11
Exports 98,399 1,44,161 1,01,243 60,752 94,671 1,00,591 75,847
YoY (%) 0 47 -30 -40 56 6 -25
Domestic 3,17,517 2,58,941 2,18,420 2,65,328 2,77,753 2,84,926 3,50,469
YoY (%) -7 -18 -16 21 5 3 23

NSR (INR/t)

Alumina 18,305 18,238 19,112 20,991 19,003 19,834 23,890
YoY (%) 12 0 5 10 9 4 20
Exports 17,921 17,868 18,945 20,853 18,721 19,653 23,868
YoY (%) 12 0 6 10 -10 5 21
Domestic 24,365 26,856 25,712 25,075 26,240 24,196 24,371
YoY (%) 8 10 -4 2 5 -8 1
Aluminium 1,29,426 1,34,987 1,37,869 1,57,556 1,28,405 1,24,339 1,42,898
YoY (%) 9 4 2 14 -19 -3 15
Exports 1,16,695 1,19,559 1,22,331 1,37,788 1,10,763 1,17,501 1,35,549
YoY (%) 10 2 2 13 20 6 15
Premium over LME (USD/t) 162 220 248 367 98 64 57
Domestic 1,33,371 1,43,600 1,45,053 1,62,058 1,34,444 1,26,756 1,44,479
YoY (%) 9 8 1 12 -17 -6 14
Premium over LME (USD/t) 516 661 624 764 459 202 196

Source: MOSL, Company
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Nalco

Cost of production Analysis

Key drivers - wage hike, state duties and raw materials

We analyzed the cost of production (CoP) of alumina and metal on best effort basis.
It is easy to allocate variable to alumina and metal, based on application. However,
the fixed cost is split assuming that 33% is attributable to alumina refinery and
bauxite mining, while rest 67% is attributable to smelters and captive power plants.
We have also removed INR2.8b towards hike in gratuity from employee cost, which
is non-recurring. Although total headcount declined 2% to 6,776, average recurring
wages increased 32% to INR2.9m per annum.

Exhibit 2: Wages inflation is out of control

Tons per man year —O—USD 000 per man year
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Source: MOSL, Company

Alumina — CoP increased by USD35/t USD224

CoP of alumina increased by INR1,794/t to INR14,417/t on an increase in input cost
and wage hike. INR appreciation by 4% accentuated the impact in USD terms. CoP
increased by USD35/t to USD224/t.

Exhibit 3: Alumina - cost of production (INR/t)

Y/E March 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Caustic Soda 1,218 1,736 1,492 2,196 2,594 2,969 2,898 2,997 3,225 3,778
Coal 1,104 1,146 1,151 1,382 1,613 1,891 1,676 1,974 2,122 2,265
Fuel Oil 2,181 1,921 2,317 3,151 3,307 3,306 2,887 1,762 1,855 2,105
Lime 160 181 152 165 224 222 199 210 212 214
Power 369 368 388 390 398 398 388 388 388 388
Variable cost (A) 5,032 5,353 5,500 7,283 8,136 8,786 8,047 7,331 7,801 8,749

UsD/t 109 113 121 155 149 145 132 112 116 136

Mfg Expenses 1,324 1,766 2,020 2,356 2,299 2,607 2,612 2,518 2,407 2,567
Employee Costs 1,634 1,781 2,153 2,024 2,113 2,135 2,457 2,363 2,416 3,102

Fixed Cost (B) 2,958 3,547 4,173 4,380 4,413 4,741 5,068 4,881 4,823 5,669
UsD/t 64 75 92 93 81 78 83 75 72 88

CoP (A+B) 7,990 8,900 9,672 11,663 12,549 13,527 13,115 12,212 12,624 14,417
INR/USD 46.0 47.5 45.6 47.1 54.5 60.5 61.1 65.5 67.1 64.5
uUsD/t 174 188 212 248 230 224 215 186 188 224

Note: We have allocated 33% of fixed-cost to alumina refinery and bauxite mining Source: MOSL, Company
24 September 2018 3
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CoP increased by USD327 to
UsD2,187/t

Nalco

Variable cost increased by INR947/t (USD19) to INR8749 (USD136)

Cost of caustic soda per ton of alumina increased by INR553/t to INR3,778/t as
average cost of caustic soda increased by 28% to INR37,698/t while specific
consumption declined 9% to 100kg/t. Caustic soda specific consumption
reduced despite an increase in specific consumption of bauxite from 3.25x to
3.34x.

Coal cost increased by INR142 to INR2,265/t of alumina. Specific consumption of
coal declined 1% to 647kg/t of alumina.

Fuel oil cost increased by INR250 to INR2,105.

Fixed cost increased by INR846 (USD16) to INR5,669 (USD88).

Cost of employee increased by INR686 to INR3,102/t of alumina.
Other expenses increased by INR160/t of alumina.

Aluminum — minor benefit of operating leverage, but major impact of input
cost inflation and wage hike

Despite operating leverage due to a 10% increase in metal production, CoP
increased by INR16,235 to INR140,999/t. Variable cost and wage hike were the key
drivers, which offset marginal gains in manufacturing fixed expenses. Apart from the

inflation in alumina CoP, carbon, power and wage hike were the key drivers.

m  Cost of C.P.Coke increased by INR2,532 to INR9,487/t. Average cost increased
37% to ~USD400/t. Current spot prices are ranging between USD450-500/t,
which means more cost inflation can be expected in FY19.

B There was reduction in manufacturing expenses by IN703/t due to operating
leverage, but the wage hike had a major impact of INR4,576.

m  Cost of Power increased by INR5,960/t to INR39,867/t due to an increase in coal

prices. Specific consumption of coal in power plants improved ~4% to
0.78kg/kwh.

Exhibit 4: Metal - cost of production (INR/t)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Alumina 15,421 17,177 18,668 22,509 24,219 26,108 25,313 23,568 24,364 27,825
C.P.Coke 8,323 7,294 7,549 10,370 9,744 8,468 8,637 8,135 6,955 9,487
C.T.Pitch 2,369 2,064 2,397 2,912 4,057 3,386 3,363 2,553 2,610 3,003
Al Flouride 1,821 1,178 1,057 1,510 1,773 1,453 1,202 1,363 1,550 1,473
Fuel Oil 2,240 1,736 1,996 2,810 2,896 2,312 2,047 1,277 1,542 1,674
Power Smelter 17,544 19,619 23,669 28,517 31,504 29,062 26,942 29,180 33,907 39,867
Others 667 649 647 522 787 879 813 801 759 721
Variable cost (A) 48,384 49,716 55,982 69,150 74,981 71,669 68,317 66,877 71,687 84,050
UsD/t 1,052 1,048 1,229 1,468 1,377 1,184 1,119 1,021 1,068 1,304
Mfg Expenses 11,436 12,988 14,016 19,539 20,855 32,188 30,011 26,839 26,488 25,785
Employee Costs 14,120 13,099 14,938 16,779 19,166 26,363 28,226 25,185 26,588 31,164
Fixed Cost (B) 25,556 26,087 28,954 36,318 40,021 58,551 58,238 52,024 53,076 56,948
UsD/t 556 550 636 771 735 967 954 794 791 883
CoP (A+B) 73,940 75,804 84,936 1,05,468 1,15,001 1,30,221 1,26,555 1,18,901 1,24,763 1,40,999
INR/USD 46.0 47.5 45.6 47.1 54.5 60.5 61.1 65.5 67.1 64.5
UsD/t 1,608 1,597 1,864 2,239 2,112 2,152 2,072 1,815 1,859 2,187

Note: We have allocated 67% of fixed cost to smelters and captive power plants

Source: MOSL, Company
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Coal req. per unit of electricity - kg

Source: MOSL, Company

Exhibit 5: Specific consumption of coal has been improving
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EBITDA increased 55%

Alumina remains the key driver

Consolidated EBITDA increased 55% to INR17b. Alumina remains the key driver of
EBITDA. Margins in metal production are thin due to a continuous rise in cost of
production, driven by cost of coal and wage hikes.

Exhibit 10: Consolidated EBITDA increased 55% to INR17b

35 Alumina EBITDA (INR b) Metal EBITDA (INRb)
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Source: MOSL, Company

Exhibit 11: Alumina EBITDA increased 49% to INR11b

Alumina EBITDA (INR b) —O— Alumina NSR (USD/t)
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Continuou5|y rising CoP has EXhibit 12: Metal EBITDA increased 68% to INRGb
eroded metal EBITDA

Metal EBITDA (INRb)  —O—LME (USD/t)
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Balance sheet and cash flow Analysis
Return ratios are looking up

Depreciation was stable; Adjusted PAT increased 37% to INR9.9b
Depreciation was stable at INR4.8b, though gross block increased by INR4.5b to
INR85b. Capex during the year was INR8.4b on cash flow basis. CWIP increased by
INR3.5b to INR9b. Reported PAT increased 79% to INR13.4b, which included one-off
write backs of INR8.4b towards water charges, DMF, etc. and non-recurring expense
of INR2.8b towards hike in cap for gratuity. Adjusted PAT increased 37% to INR9.9b.

Operating cash flow did not grow despite 55% increase in EBITDA

Cash flow after working capital changes was stable at INR14.7b. Increase in EBITDA
by INR6b was offset by higher taxes (INR2.6b), swing in working capital changes
(INR1.4b) etc.

Investment in projects increasing
Cash flows from investing activities were at negative INR5b due to INR8.4b capex
offset by interest and dividend income.

Exhibit 13: Despite high return to shareholders Exhibit 14: Net cash remains high
Dividend (INRb) Buyback (INRb) Net Cash (Rs b)
51 49 50 53 > >
28 35 34
4 5 5 5 5 5 g M
FY11l FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY11l FY12 FY13 FY14 FY15 FY16 FY17 FY18
Source: Company, MOSL Source: Company, MOSL

With significant Exhibit 15: Return ratios

improvement in
profitability, return ratios

—O—ROE (%) =—O—RoIC (%)

42
have improved significantly.
28
14
0
FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
Note: Book value excludes goodwill Source: MOSL, Company

24 September 2018 7



MoTiLAL OSWAL

Nalco

Capex stepped up

Work on alumina refinery expansion has started

Bauxite mining capacity increased

®  Nalco has access to high quality bauxite from its captive mines of Panchpatmali.
Central and North block together have a capacity of 6.85mtpa. The life of the
leases has been extended to 16 November 2032.

®  Nalco has also opened South block of Panchpatmali on 22 May 2017. The lease
has a 315ktpa limit and the lease is valid till 19 July 2029.

®  Nalco is also working on starting mining at another bauxite mine. Pottangi has
reserves of 75mt spread over 698 hectare. Nalco has accepted terms and
conditions and has submitted mining plan on 28 May 2018.

Coal mining may start in 2HFY20

Nalco has been allotted Utkal D&E coal mining blocks on a nomination basis, a
couple of years ago. So far, Nalco has been able to execute land deed (in May 2017)
and approval of ToR (issued in October 2017) for D block. Transfer of statutory
clearances is in process. Mecon has been appointed as consultant for selecting
MDO. Nalco expects to start mining in 2HFY20.

Work has started on 1mtpa expansion of alumina refinery

Nalco has started work on expanding capacity of alumina refinery by 1mtpa at a

capex of INR55.4b.

®  Appointment of consultants: ThyssenKrupp for the project; MN Dastur for steam
and power plants.

B RioTintoAlcan has completed basic engineering.

m  12% of detailed engineering done. Ordering of long delivery items started; soil
investigation started in December 2017.

Other capex

m  INR4.83b capex to be incurred at South block to feed in interim; ultimately
Pottangi will supply bauxite.

®  Wind Power: 25.5MW (to 224MW) at Capex of INR1.63b

Nalco incurred a capex of INR10.8b (INR8.4b cash out flow) during FY18, which is a
significant increase over the last five-year average of INR5.7b. We are modeling
capex of INR11b each in FY19 and FY20 cash flow projections.

24 September 2018
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Nalco

Valuations are attractive

Upside in alumina production on additional bauxite from South block

Nalco is the key beneficiary of strong alumina pricing and depreciating Indian
currency as most of its cost of production is fixed in INR. Only 10-15% of its cost of
production is incurred in USD or is linked to USD pricing. We have changed currency
assumption by +7% to INR73.4/USD and LME by -7% to USD2,000. We have kept
alumina price assumption unchanged at USD450/t. As the bauxite production has
increased during FY18 on opening of new block at Panchpatmalli, we expect alumina
refinery to squeeze another 56kt production from the existing refinery (Production
of alumina was robust at 583kt in 1QFY19 though there has been some production
loss in 2Q). As a result, estimate for EBITDA has increased by 16%/12% to
INR33.1b/28.4b for FY19/FY20E.

Exhibit 16: Key changes in earnings and assumptions

Financials & Valuation (INR b) Old Change (%)
Y/E March 2017 2018 2019E 2020E 2019E 2020E 2019E 2020E
Sales 75.4 95.1 117.8 116.5 111.0 111.7

EBITDA 10.8 16.8 33.1 28.4 28.4 254 16 12
NP 7.2 9.9 20.7 17.8 17.6 15.8

Adj. EPS (INR) 37 51 107 92 9.1 82 18 13
EPS Gr(%) 379 370 1105 -143  80.7 -10.4

BV/Sh. (INR) 52.8 54.3 58.3 60.3 65.0 71.1

RoE (%) 7.2 9.5 19.1 15.5 14.8 12.0

RoCE (%) 79 129 25.7 20.9 20.0 16.2

Payout (%) 110.4 81.5 64.6 77.6 229 255

Key Assumption

USD/INR 67.1 64.5 70.7 73.4 68.1 68.5 4 7
LME (USD/T) 1,687 2,045 2,100 2,000 2,175 2,150 -3 -7
Alumina (USD/T) 260 371 503 450 478 450 5

Source: MOSL

We have also increased dividend per share to INR6/share each for FY19 and FY20E
v/s INR4.7/share in FY18, which has reduced the outstanding cash balance in our
estimates and has offset the benefit of higher earnings in equity value calculations.
We value the stock at INR107/share based on 5.5xEV/EBITDA for FY20E. Stock has
been trading at attractive valuations i.e. EV/EBITDA of 3.4xFY20E and P/E of
~7xFY20E

Exhibit 17: Equity value calculations INR Million

FY14 FY15 FY16 FY17 FY18 FY19E FY20E
EBITDA 9,342 17,060 9,595 10,797 16,783 33,111 28,420
EV/EBITDA (x) 5.5 5.5
Target EV 1,82,110 1,56,310
add: CWIP 7,687 5,497 6,877 5,660 9,152 14,152 19,152
add: cash surplus 40,483 55,780 51,692 35,084 33,619 32,648 30,542
Equity Value 40,744 42,771 2,28,910 2,06,004

Target Price

118 107

Source: MOSL

24 September 2018
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Nalco
Exhibit 18: Alumina — USD/t
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Alumina prices are trading 610
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Exhibit 19: LME and inventories
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Nalco
Financials and Valuations
Income Statement (INR Million)
Y/E Mar 2013 2014 2015 2016 2017 2018 2019E 2020E
Net Sales 69,165 67,809 73,828 68,170 75,430 95,094 1,17,783 1,16,518
Change (%) 4.6 -2.0 8.9 -7.7 10.7 26.1 23.9 -1.1
EBITDA 9,069 9,342 17,060 9,595 10,797 16,783 33,111 28,420
EBITDA Margin (%) 131 13.8 23.1 141 14.3 17.6 28.1 24.4
Depreciation 5,054 5,247 4,137 4,261 4,804 4,804 4,829 4,838
EBIT 4,014 4,095 12,924 5,333 5,993 11,979 28,282 23,582
Interest 75 0 0 33 27 20 6 0
Other Income 5,111 5,577 6,726 6,052 4,075 3,008 2,732 2,814
Extraordinary items 0 -494 1,484 -535 402 5,421 910 0
PBT 9,050 9,178 21,134 10,818 10,442 20,388 31,918 26,397
Tax 3,122 2,755 7,916 4,015 2,962 6,964 10,566 8,616
Tax Rate (%) 34.5 30.0 37.5 37.1 28.4 34.2 33.1 32.6
Min. Int. & Assoc. Share 0 0 0 0 0 0 0 0
Reported PAT 5,928 6,424 13,219 6,803 7,480 13,424 21,352 17,781
Adjusted PAT 5,928 6,769 12,290 7,139 7,193 9,855 20,743 17,781
Change (%) -31.5 14.2 81.6 -41.9 0.8 37.0 110.5 -14.3
Balance Sheet (INR Million)
Y/E Mar 2013 2014 2015 2016 2017 2018 2019E 2020E
Share Capital 12,886 12,886 12,886 12,886 9,665 9,665 9,665 9,665
Reserves 1,06,438 1,08,338 1,15,087 1,16,191 92,387 95,384 1,02,934 1,06,914
Net Worth 1,19,325 1,21,225 1,27,973 1,29,077 1,02,052 1,05,048 1,12,599 1,16,579
Debt 0 0 0 0 511 450 450 450
Deferred Tax 9,031 9,101 11,053 11,101 12,456 11,515 11,515 11,515
Total Capital Employed 1,28,356 1,30,326 1,39,026 1,40,178 1,15,018 1,17,013 1,24,563 1,28,543
Gross Fixed Assets 1,41,750 1,48,581 1,52,847 1,55,035 80,489 85,022 91,022 97,022
Less: Acc Depreciation 75,461 80,662 86,393 90,360 9,044 13,627 18,456 23,294
Net Fixed Assets 66,289 67,919 66,454 64,675 71,444 71,395 72,565 73,728
Capital WIP 10,019 7,687 5,497 6,614 5,660 9,152 14,152 19,152
Investments 14,901 12,450 10 11 389 1,176 1,176 1,176
Current Assets 72,061 77,428 89,815 93,891 67,517 64,415 68,284 65,970
Inventory 13,806 11,737 11,656 11,270 11,559 11,941 16,135 15,961
Debtors 1,430 2,436 1,208 2,352 1,843 2,581 3,227 3,192
Cash & Bank 35,044 40,483 55,780 58,095 35,084 33,619 32,648 30,542
Loans & Adv, Others 21,781 22,773 21,171 22,173 19,031 16,274 16,274 16,274
Curr Liabs & Provns 34,914 35,159 22,751 25,012 29,992 29,126 31,614 31,482
Curr. Liabilities 31,201 31,505 18,461 20,001 8,641 9,774 12,262 12,131
Provisions 3,713 3,655 4,290 5,011 21,351 19,352 19,352 19,352
Net Current Assets 37,147 42,269 67,064 68,878 37,525 35,290 36,670 34,487
Total Assets 1,28,356 1,30,326 1,39,026 1,40,178 1,15,018 1,17,013 1,24,563 1,28,543
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Nalco
Financials and Valuations
Ratios
Y/E Mar 2013 2014 2015 2016 2017 2018 2019E 2020E
Basic (INR)
EPS 2.3 2.6 4.8 2.7 3.7 5.1 10.7 9.2
Cash EPS 4.3 4.5 6.7 4.5 6.4 9.4 13.5 11.7
Book Value 46.3 47.0 49.7 50.1 52.8 54.3 58.3 60.3
DPS 13 1.5 1.5 1.8 2.8 4.7 6.0 6.0
Payout (incl. Div. Tax.) 63.6 80.2 383 74.2 110.4 81.5 64.6 77.6
Valuation(x)
P/E 28.6 25.0 13.8 24.3 17.7 12.9 6.1 7.1
Cash P/E 15.4 14.5 9.8 14.7 10.3 7.0 4.9 5.6
Price / Book Value 1.4 1.4 13 13 1.2 1.2 11 11
EV/Sales 1.7 1.7 1.5 1.6 1.2 1.0 0.8 0.8
EV/EBITDA 13.2 12.5 6.7 11.9 8.5 5.5 2.8 3.4
Dividend Yield (%) 1.9 2.3 2.3 2.7 43 7.2 9.1 9.1
Profitability Ratios (%) 18.0 11.6 12.3 2.2 7.1 12.8 13.6 13.5
RoE 5.0 5.6 9.9 5.4 7.2 9.5 19.1 15.5
RoCE 7.2 7.5 14.6 7.5 7.9 12.9 25.7 20.9
RolC 5.8 5.9 17.5 6.7 8.0 16.3 37.8 30.6
Turnover Ratios (%) 0.8 0.8 0.9 0.9 0.9 1.0 11 11
Asset Turnover (x) 0.5 0.5 0.5 0.5 0.7 0.8 0.9 0.9
Debtors (No. of Days) 8 13 6 13 9 10 10 10
Inventory (No. of Days) 73 63 58 60 56 46 50 50
Leverage Ratios (%)
Net Debt/Equity (x) 0.3 0.3 0.4 0.5 0.3 0.3 0.3 0.3
Cash Flow Statement (INR Million)
Y/E Mar 2013 2014 2015 2016 2017 2018 2019E 2020E
Adjusted EBITDA 9,069 9,342 17,060 9,595 10,797 16,783 33,111 28,420
Non cash opr. exp (inc) 5,036 5,083 8,211 5,674 3,646 8,409 3,636 2,814
(Inc)/Dec in Wkg. Cap. -726 3,379 -9,925 796 1,217 -178 -2,351 76
Tax Paid -4,351 -3,596 -4,915 -3,614 -2,184 -4,825 -10,566 -8,616
Other operating activities -266 -4,395 -5,227 -4,012 884 -5,524 6 0
CF from Op. Activity 8,762 9,813 5,205 8,438 14,359 14,666 23,836 22,695
(Inc)/Dec in FA & CWIP -6,489 -6,187 -3,031 -5,456 -7,781 -8,374 -11,000 -11,000
Free cash flows 2,272 3,627 2,173 2,982 6,578 6,292 12,836 11,695
(Pur)/Sale of Invt -7,358 2,450 12,440 -1 10,178 1,718 0 0
Others 731 4,517 5,749 4,773 2,795 1,522 0 0
CF from Inv. Activity -13,116 781 15,157 -683 5,191 -5,134 -11,000 -11,000
Inc/(Dec) in Net Worth 0 0 0 0 -28,407 0 0 0
Inc / (Dec) in Debt 0 0 0 0 511 -61 0 0
Interest Paid -75 0 0 -12 -4 -1 -6 0
Divd Paid (incl Tax) & Others -2,211 -5,155 -5,065 -5,427 -8,259 -10,934 -13,801 -13,801
CF from Fin. Activity -2,285 -5,155 -5,065 -5,440 -36,159 -10,997 -13,807 -13,801
Inc/(Dec) in Cash -6,640 5,439 15,297 2,316 -16,608 -1,465 -971 -2,106
Add: Opening Balance 41,684 35,044 40,483 55,780 51,692 35,084 33,619 32,648
Closing Balance 35,044 40,483 55,780 58,095 35,084 33,619 32,648 30,542
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