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CMP: INR357 TP: INR478(+34%) Buy 56,747 16,912 

 

 
 

Stock Info 

Bloomberg JSP IN 

Equity Shares (m) 1,020 

M.Cap.(INRb)/(USDb) 363.9 / 4.8 

52-Week Range (INR) 502 / 245 

1, 6, 12 Rel. Per (%) -10/-19/8 

12M Avg Val (INR M) 4212 

Free float (%) 39.5 

 
Financials Snapshot (INR b) 

 Y/E Mar 2021 2022E 2023E 

Net Sales 388.6   478.8  455.5  

EBITDA 147.6  152.4 103.2 

PAT 62.7  80.7 49.6 

EPS (INR) 61.4  79.0 48.5 

Gr. (%) -1,307.0  28.6 -38.6 

BV/Sh (INR) 311.9  391.0 439.6 

RoE (%) 19.6  22.5 11.7 

RoCE (%) 16.7  19.4 12.0 

P/E (x) 5.8  4.5 7.3 

P/BV (x) 1.1  0.9 0.8 

 
Shareholding pattern (%) 

As On Sep-21 Jun-21 Sep-20 

Promoter 60.5 60.5 60.5 

DII 15.7 15.2 13.7 

FII 9.9 10.5 12.2 

Others 13.9 13.8 13.6 

FII Includes depository receipts 

 
Stock Performance (1-year) 

  

 
 

 Management meeting update 
Cautious near-term demand, but pent-up demand inevitable 

 Near-term demand is tepid and demand decline is seen (especially last 

month) due to (a) the ban on construction in the NCR region due to severe 

pollution levels, (b) an extended monsoon, (c) weak sentiment in the 

international market – consumers are adopting the wait-and-watch policy, 

and (d) sufficient inventory lying with traders, who, in a falling market, would 

try and liquidate rather than accumulate. 

 However, pent-up demand is inevitable, as seen since the ebbing of the first 

COVID wave. 

 

Pricing remains under pressure in the near term; 4Q outlook positive 

 The management highlighted that the pricing for longs products has 

corrected by INR4000/t. Rebar has corrected to INR58,000/t (from 

INR62,000/t in Nov).  We believe the trade is operating at INR56,000/t. 

 Flats are currently being exported at ~USD815/t CFR, while China is offering 

USD780/t. On the other hand, domestic prices stand at USD902/t. The 

management expects a price reduction for flats in the domestic market, in 

line with the reduction in longs.  

 We expect a price recovery in 4Q as pent-up demand and unfinished projects 

are revived.  

 However, the resurgence of COVID remains a key concern, with fears related 

to the Omicron variant leading to the postponement of consumption. 

 

Expansion program on track 

 The company has placed orders for equipment, indicating, with reasonable 

certainty, that projects would get commissioned on time, subject to COVID-

related disruptions. 

 A 6mt pellet plant would be the first one to be commissioned by Sep’22. This 

would augment operational cash flows as the rest of the plant moves to the 

construction phase. 

 Steel volumes would grow beyond the current 1mt (increase in CTO) from 

FY24E/FY25E depending on the construction timelines. 

 A large portion of the equipment being sourced this time around has been 

finalized on INR terms v/s prior expansions, where a large portion of the 

capex was spent on the USD denomination. The management believes this 

would reduce its dollar exposure for capex funding.  

 

Plans to harness benefits of captive raw material 

 The company recently won the Kasia mines at a premium of 118%. This is an 

operating mine with EC of 6mt, which would now feed into the Barbil pellet 

plant (9mt currently).  
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 Subsequently, it would set up a 2x 6mt pellet plant at Angul, which would be fed 

with iron ore brought to Angul through a slurry pipeline from the Kasia mines; 

this could be expanded to match the Angul pellet plant requirement. 

 It also has a 5mt sinter at Angul and a ~2.8mt sinter at Raipur. These would 

continue to be used, thereby leaving a surplus of 6–7mt pellets for sale in the 

merchant market.  

 The Wollongong coking coal mines in Australia would supply ~1mt going 

forward once the mine is fully operational. 

 Mozambique would deliver another 1mt, while Anthracite coal from SA would 

be a natural hedge.  

 This would bring the captive coking coal source to 2.5mt. Its peak requirement 

for coking coal for 7mt hot metal would be 5.5–6mt, of which 2.5–3mt would be 

captive from Australia, Mozambique, and South Africa. The balance premium 

hard coking coal would continue to be imported. 

 

Net debt to continue to taper, with FY23 net debt zero target in place 

 The company is maintaining its target to turn net debt zero by end-FY23. 

 However, JSPL may achieve this earlier as it is planning another stream of cash 

flows from the 6mt pellet plant being set up in Angul by Sep’22.  

 Assuming a conservative margin of ~INR1000/t on pellet sales, the company 

could ideally secure additional cash flows of INR20b to achieve debt reduction – 

provided the pellet plant is commercially commissioned by Sep’22.  

 The company reported consolidated net debt of INR112b at end-2QFY22.  

 

Remain constructive on JSPL given its deleveraging and volume growth 

 The company is undergoing a structural change in its EBITDA margin. We believe 

its sustainable EBITDA margin would likely improve by INR2,000–2,500/t over 

the previous cycle average; this is reflected from the following:  

 The higher share of pellets for which iron ore would be supplied through the 

slurry pipeline – savings of INR600/t of iron ore 

 Merchant sales of pellets of 6–7mt annually –  margins of INR1,000–1,200/t of 

pellets 

 An improvement in the FG mix with the addition of HRC and a significant 

reduction in semis via the introduction of Thin Slab Caster, whereby its current 

run-rate of semis will come down from 35% to 5% 

 Over the near term, the Steel market remains weak due to the factors discussed 

above. However, considering a) the long-term growth plan already under 

implementation (funded largely through internal accruals), b) the target to turn 

net debt zero by Mar’23 at the latest, and c) the mix towards flats improving the 

blended NSR substantially, we are positive on the stock and maintain a BUY 

rating. 
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Key charts 
 

Exhibit 1: Rising volumes driven by organic expansion 

 
Source: MOFSL, Company 

  

 

Exhibit 2: Normalized EBITDA margin assumed for FY23… 

 
Source: MOFSL, Company 

Exhibit 3: …which would lead to normalized EBITDA at 

higher levels… 

 
Source: MOFSL, Company 

  

 

Exhibit 4: …but result in significant deleveraging  

 
Source: MOFSL, Company 

Exhibit 5: Economies of scale at Angul to drive down costs  

 
Source: MOFSL, Company 

Exhibit 6: Our EBITDA assumptions remain conservative 

 
Source: MOFSL, Company 
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Exhibit 7: Share of flats to rise, while that of semis to drop 
  Raigarh Angul+ Patratu Total 

  Current Post Expansion Current Post Expansion Current Post Expansion 

Inputs 
      

Pellet 
  

9.0 21.0 9.0 21.0 

CPP (MW) 824 824 810 810 1,634 1,634 

Coke Oven 0.8 0.8 2.0 4.0 2.8 4.8 

Iron Making 
      

Blast Furnace 2.1 2.1 4.2 8.5 6.3 10.6 

DRI 1.3 1.3 1.8 4.5 3.1 5.8 

Total Iron making 3.4 3.4 6.0 13.0 9.4 16.4 

Steel Making 
      

SMS-BOF/EAF 3.6 3.6 5.0 12.3 8.6 15.9 

Rolling Capacity 
      

Plate Mill 1.0 1.0 1.2 1.2 2.2 2.2 

BSM 0.6 0.6 
  

0.6 0.6 

BRM 
  

2.4 2.4 2.4 2.4 

WRM 
  

0.6 0.6 0.6 0.6 

RUBM 0.8 0.8 
  

0.8 0.8 

This Slab caster 
   

3.0 0.0 3.0 

HSM 
   

5.5 0.0 5.5 

Total Finished Steel 2.4 2.4 4.2 12.7 6.6 15.1 

Semis 1.3 1.3 0.8 0 2.1 0.9 

Semis as % to steel 35% 35% 16% 0% 24% 5% 

Share of Flats 28% 28% 24% 79% 26% 67% 
 

Source: MOFSL, Company 

 
Exhibit 8: Valuations remain inexpensive; growth is strong, while leverage is declining 

Y/E March FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Consolidated EBITDA 
     

      

EBITDA  34,410 46,613 64,691 84,056 78,539 1,47,592 1,52,436 1,03,237 

Target EV/EBITDA(x) 
     

    5.0 

Enterprise Value 
     

    5,16,183 

Net Debt  4,63,928 4,61,427 4,38,319 4,10,943 3,58,725 2,21,460 90,053 26,202 

Equity Value  
     

    4,89,981 

Target price (INR/share)               478 
 

Source: Company 
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Financials and Valuations 
 

Key assumption 
  2016 2017 2018 2019 2020 2021 2022E 2023E 

Steel Sales (kt) 3,350 3,350 3,760 5,410 6,040 7,276 7,700 8,300 

Pellet Sales (kt) 962 2,910 3,080 2,940 2,370 2,250 1,800 1,500 

NSR (Rs/t) 37,948 41,338 46,027 51,231 43,424 45,604 60,522 53,341 

EBITDA/t (steel biz) 7,281 8,620 10,567 11,122 9,565 17,769 19,293 12,155 

 
Income Statement                       (INR Million) 
 Y/E Mar 2016 2017 2018 2019 2020 2021 2022E 2023E 

Net Sales  1,83,709 2,10,194 2,76,244 3,93,721 3,69,955 3,88,625 4,78,785 4,55,494 

     Change (%) -8.9 14.4 31.4 42.5 -6.0 5.0 23.2 -4.9 

EBITDA 34,410 46,613 64,691 84,056 78,539 1,47,592 1,52,436 1,03,237 

     EBITDA Margin (%) 18.7 22.2 23.4 21.3 21.2 38.0 31.8 22.7 

Depreciation 28,194 39,490 38,830 41,938 41,604 34,533 23,855 23,598 

EBIT 6,216 7,122 25,861 42,118 36,935 1,13,058 1,28,581 79,639 

Interest 32,808 34,240 38,657 42,642 41,493 30,933 21,029 13,947 

Other Income 2,200 411 29 157 262 4,137 0 0 

Extraordinary items -2,358 -3,723 -5,874 -27,650 1,838 -13,305 0 0 

PBT -26,750 -30,429 -18,641 -28,017 -2,458 72,957 1,07,551 65,692 

Tax -6,763 -5,027 -2,398 -3,902 1,539 17,687 27,131 16,408 

     Tax Rate (%) 25.3 16.5 12.9 13.9 -62.6 24.2 25.2 25.0 

Min. Int. & Assoc. Share -980 -2,524 -2,064 -7,644 -636 2,548 -279 -279 

Reported PAT -19,020 -22,851 -14,091 -16,471 -3,361 52,721 80,699 49,563 

Adjusted PAT -16,662 -19,128 -8,218 3,178 -5,198 62,738 80,699 49,563 

     Change (%) -363.0 14.8 -57.0 -138.7 -263.5 -1,307.0 28.6 -38.6 

 
Balance Sheet                   (INR Million) 
 Y/E Mar 2016 2017 2018 2019 2020 2021 2022E 2023E 

Share Capital 915 915 968 968 1,020 1,020 1,020 1,020 

Reserves 1,80,556 2,99,590 3,02,878 3,23,309 3,20,351 3,17,127 3,97,826 4,47,389 

Net Worth 1,81,471 3,00,505 3,03,846 3,24,276 3,21,371 3,18,147 3,98,846 4,48,409 

Minority Interest 8,003 6,467 4,403 -3,011 -7,764 -8,777 -9,056 -9,334 

Debt 4,70,132 4,66,571 4,43,104 4,15,227 3,68,244 2,93,232 2,03,232 1,53,232 

Deferred Tax 13,477 53,586 50,284 53,643 56,225 62,393 70,386 75,165 

Total Capital Employed 6,73,082 8,27,129 8,01,638 7,90,135 7,38,076 6,64,994 6,63,408 6,67,470 

Gross Fixed Assets 6,27,116 7,83,127 8,46,580 9,00,003 9,50,772 8,32,786 8,37,786 8,67,786 

Less: Acc Depreciation 1,78,233 1,29,476 1,68,002 2,09,940 2,51,544 2,86,077 3,09,932 3,33,530 

Net Fixed Assets 4,48,883 6,53,651 6,78,578 6,90,063 6,99,228 5,46,708 5,27,853 5,34,255 

Capital WIP 1,18,266 97,162 49,775 40,272 19,745 8,903 28,903 45,903 

Goodwill on consolidation 5,485 5,670 5,922 6,164 6,098 5,001 5,001 5,001 

Investments 3,577 3,677 1,458 1,452 1,430 1,443 1,443 1,443 

Current Assets 1,59,182 1,45,820 1,56,572 1,57,902 1,70,917 2,16,350 2,05,767 1,84,832 

     Inventory 32,360 35,993 49,596 65,095 63,687 59,426 72,146 68,636 

     Debtors 14,292 17,166 18,261 30,292 35,493 27,944 26,235 24,959 

     Cash & Bank 6,204 5,144 4,786 4,284 9,519 71,772 50,179 34,030 

     Loans & Adv, Others 1,06,326 87,517 83,930 58,231 62,219 57,208 57,208 57,208 

Curr Liabs & Provns 62,310 78,850 90,667 1,05,718 1,59,343 1,13,410 1,05,559 1,03,964 

Net Current  Assets 96,872 66,970 65,905 52,184 11,574 1,02,939 1,00,208 80,869 

Total Assets 6,73,082 8,27,129 8,01,638 7,90,135 7,38,076 6,64,994 6,63,408 6,67,470 
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Financials and Valuations 
 
Ratios  

 Y/E Mar 2016 2017 2018 2019 2020 2021 2022E 2023E 

Basic (INR)         

EPS -18.2 -20.9 -8.5 3.3 -5.1 61.4 79.0 48.5 

Cash EPS 9.0 15.4 23.3 18.4 36.9 88.0 102.2 71.5 

Book Value 198.4 328.4 313.9 335.0 315.1 311.9 391.0 439.6 

DPS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Payout (incl. Div. Tax.) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Valuation(x)         

P/E -19.6 -17.1 -42.1 108.8 -70.1 5.8 4.5 7.3 

Price / Book Value 1.8 1.1 1.1 1.1 1.1 1.1 0.9 0.8 

EV/Sales 4.3 3.7 2.8 1.9 2.0 1.5 0.9 0.9 

EV/EBITDA 23.0 16.9 12.1 9.0 9.2 4.0 3.0 3.8 

Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Profitability Ratios (%)              

RoE -8.5 -7.9 -2.6 1.0 -1.6 19.6 22.5 11.7 

RoCE 1.2 1.0 3.2 5.3 4.9 16.7 19.4 12.0 

RoIC (pre-tax) 1.1 1.1 3.6 5.7 5.1 17.7 22.3 13.7 

Turnover Ratios (%)         

Asset Turnover (x) 0.3 0.3 0.3 0.5 0.5 0.4 0.4 0.4 

Debtors (No. of Days) 28 30 24 28 35 26 20 20 

Inventory (No. of Days) 64 63 66 60 63 56 55 55 

Creditors (No. of Days) 84 39 38 30 55 38 25 25 

Leverage Ratios (%)         

Net Debt/Equity (x) 2.6 1.5 1.4 1.3 1.1 0.7 0.2 0.1 

 
Cash Flow Statement                   (INR Million) 
 Y/E Mar 2016 2017 2018 2019 2020 2021 2022E 2023E 

Adjusted EBITDA 34,410 46,613 64,691 84,056 78,539 1,47,592 1,52,436 1,03,237 

Non cash opr. exp (inc) -4,581 -1,020 2,853 1,262 1,569 -1,653 0 0 

(Inc)/Dec in Wkg. Cap. 11,762 7,190 -9,267 -23,983 19,350 -12,434 -18,862 3,191 

Tax Paid -170 450 -553 296 35 515 -19,137 -11,630 

Other operating activities 0 15,840 14,101 22,001 15,894 -14,328 0 0 

CF from Op. Activity 41,422 69,072 71,825 83,632 1,15,386 1,19,692 1,14,437 94,798 

(Inc)/Dec in FA & CWIP -39,500 -24,975 -25,767 -14,333 -16,646 -8,581 -25,000 -47,000 

Free cash flows 1,922 44,097 46,057 69,299 98,740 1,11,111 89,437 47,798 

(Pur)/Sale of Invt 15,904 5,164 12,299 2,436 339 213 0 0 

Others 3,706 1,331 -1,376 3,044 308 -2,951 0 0 

CF from Inv. Activity -19,889 -18,481 -14,845 -8,853 -15,999 -11,319 -25,000 -47,000 

Inc/(Dec) in Net Worth 0 0 13,883 0 5,129 0 0 0 

Inc / (Dec) in Debt 9,230 -10,256 -24,391 -30,260 -60,797 -23,367 -90,000 -50,000 

Interest Paid -35,941 -41,396 -46,845 -45,699 -40,054 -22,735 -21,029 -13,947 

Divd Paid (incl Tax) & Others -8 0 15 -18 -18 -18 0 0 

CF from Fin. Activity -26,719 -51,651 -57,338 -75,977 -95,740 -46,120 -1,11,029 -63,947 

Inc/(Dec) in Cash -5,187 -1,060 -358 -1,199 3,647 62,254 -21,593 -16,149 

Add: Opening Balance 11,391 6,204 5,144 4,786 4,284 9,519 71,772 50,179 

Closing Balance 6,204 5,144 4,786 3,587 7,931 71,772 50,179 34,030 
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