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Muted consolidated performance.... }S'w Steel

About the stock: JSW Steel is one of the leading integrated steel companies in
India. It has a strategic collaboration with global leader JFE Steel of Japan, enabling

JSW to access new and state-of-the art technologies to produce and offer high value Particular Amount
special steel products to its customers. Market Capitalisation (Z Crore)  1,40,767
Debt-Cons. (FY22) (% Crore) 74,040

e JSW Steel’s manufacturing unit in Vijayanagar, Karnataka is the largest
Cash and Cash Eq. Cons.

single location steel-producing facility in India with a capacity of 12 MTPA 17,390
(FY22) (X Crore)

e JSW Steel is the only Indian steel company to be ranked among the top 15 EV (% Crore) 1,97,417

global steel producers by World Steel Dynamics for 13 consecutive years 52 week H/L Z790/ 520

since 2008. Equity capital ¥ 240 crore

Q1FY23 Results: JSW Steel reported muted consolidated performance for Q1FY23 Face value

e For Q1FY23, JSW Steel reported quarterly saleable steel sales volumes of Shareholdmg Pattern
4.03 Million tonnes (MT), up 12% YoY, however down 21% QoQ, broadly in % Dec-21
. . ¢ Promoter -1-4.1 4.7 45.[! 45.[!
line with our estimate of 4.1 MT. For the quarter, JSW Steel standalone Fl 122 n2 e 108
operations reported EBITDA/tonne of X 8318/tonne, down 68% YoY and Dlls B1 B4 148 91
38% QoQ, broadly in line with estimate of ¥8250/tonne. Dther"+FuhIi[: 5.7 35.7 355 35.3

100.0 100.0 100.0 100.0
e For Q1FY23, JSW Steel reported consolidated topline of ¥ 38086 crore, up m
32% YoY, however down 19% QoQ (our estimate of ¥ 38475 crore).

Standalone EBITDA for the quarter stood at ¥ 3352 core, down 65% QoQ 1800 20000 'S

} -

and 51% YoY, (our estimate of ¥ 3341 crore). However, subsidiaries 1500 r_,"“-"%,, 17000 8
performance came in lower than our estimate, and as a result of which 1200 A 14000 7]
consolidated reported EBITDA came in lower than our estimate. 500 F*"V_/‘”' 11000 =
Consolidated EBITDA for the quarter stood at Z 4309 crore (down 58% YoY zﬁ J{ sﬁ =

and 53% QoQ), lower than our estimate of ¥ 4716 crore. The ensuing 0 | 2000 =
consolidated PAT for Q1FY23 stood at ¥ 839 crore, down 86% YoY and 75% 2 8 8 5 5 § § E

QoQ, lower than our estimate of ¥ 941 crore. = 5 S 5 S 5 3 c_Ts
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: . . JSW Steel [LHS)

What should investors do? JSW Steel’s share price has given a return of ~178% _Nrm,.-mﬁes;.l nq:J

over the last two years (from ~% 209 in July 2020 to ~% 582 levels in July 2022). m |
N . . \n

e We maintain our HOLD rating on the stock (i) Higher than expected increase in .0

. . steel prices 'E

Target Price and Valuation: We value JSW Steel at % 565, 6x FY24E EV/EBITDA Wi Mheher e coosed e T 3
. , ti t <

Key triggers for future price performance: e n
. . (&)

e For JSW Steel standalone entity, going forward we have modelled Research Analyst o

EBITDA/tonne of ¥ 8500/tonne for FY23E and ¥ 12000/tonne for FY24E. )
Dewang Sanghavi

e Considering the current market conditions, the company expects to dewang.sanghavi@icicisecurities.com
calibrate it capex spend to ¥ 15000 crore for FY23 (from 320000 crore earlier)

Alternate Stock Idea: In our sector coverage, we like Ratnamani Metals and Tubes.

e Ratnamani Metal and Tubes (RMTL) is a niche player with superior
capabilities in the industrial pipes and tubes segment.
e BUY rating with a target price of ¥ 1967

Key Financial Summary

(X Crore) FY19 FY20 FY21 FY22 CAGR (FY17-FY22in %) FY23E FY24E CAGR (FY22-FY24E in %)
Net Sales 84,757 73,326 79,839 1,46,371 21% 1,57,907 1,64,253 6%
EBITDA 18,952 11,873 20,141 39,007 26% 24,162 31,418 -10%
EBITDA Margin (%) 22.4 16.2 25.2 26.6 15.3 19.1
Reported PAT 7,524 3,919 7,873 20,938 43% 8,947 13,333 -20%
EPS R) 31.3 16.2 32.7 87.3 37.3 55.6
EV/EBITDA (x) 9.5 5.0 8.2 6.1 8.2 6.1
RoCE (%) 17.6 1.5 13.9 23.2 9.9 13.7
RoE (%) 21.7 12.9 17.2 31.6 11.8 15.3

Source: Company, ICICI Direct Research
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Key takeaways from conference call

For Q1FY23, sequentially coking coal cost increased by ~US$ 113/tonne
when compared with Q4FY22. The coking coal consumption cost during
Q1FY23 stood at ~US$ 421/tonne (CNF India). A decline in coking coal cost
to the tune of ~US$ 50-60/tonne sequentially is expected for Q2FY23E.

The lower operating margin for the quarter was on account of higher coal
and energy costs. The operating performance for the quarter was also
adversely impacted on account of a.) mark-to-market unrealized loss on
outstanding foreign exchange currency loans due to rupee depreciation by
~4% (impact of consolidated Q1FY23 P&L of ~ I 747 crore), b.) Net
realisable value (NRV) provisions on closing inventory due to significant
lower prices at the quarter-end (impact of consolidated Q1FY23 P&L of ~%
813 crore), c.) payment of export duty (impact of consolidated Q1FY23 P&L
of ~% 242 crore) d.) cancellation of grant for the US subsidiary (impact of
consolidated Q1FY23 P&L of ~X 80 crore).

JSW Steel’s capex spend was to the tune of ¥ 3702 crore during Q1FY23.
Considering the current market conditions, the company expects to
calibrate its capex spend to ¥ 15000 crore for FY23 (from ¥ 20000 crore
earlier).

During Q1FY23, JSW Steel’s standalone operations (excluding Dolvi Phase
— ll) operated at 93% capacity utilisation as compared to 98% capacity
utilisation during Q4FY22 due to pre-ponement of certain scheduled
shutdowns.

On a sequential basis JSW Steel’s consolidated net debt increased by ¥
10571 crore. As on 30" June, 2022 JSW Steel's net debt stood at T 67221
crore as compared to T 56650 crore as on 315t March, 2022. The sequential
increase in debt was mainly due to higher working capital requirement on
account of inventory accretion to the tune of ~% 7874 crore, ~ % 1400 crore
impact was on account of forex translation and balance was on account of
capex related increase. Major portion of inventory build-up is likely unwind
over the balance three quarters. Going forward, the unwinding of inventory
is likely to aid in reduction in consolidated net debt levels from 30" June,
2022 levels.

The company generally carries 50 days of coking coal inventory. The
inventory of high-costs of raw material is likely to be consumed by October
2022.

The 5 Million tonnes per annum (MTPA) brownfield expansion at
Vijayanagar is progressing well, with civil works underway at the site. Long
lead-time items have been ordered, and Letters of Credit established. The
project is expected to be completed by end of FY24.

The expansion at Bhushan Power and Steel (BPSL) to 3.5 MTPA is
progressing well and is expected to be completed during Q2FY23. The
Phase-ll expansion (from 3.5 MTPA to 5 MTPA) is expected to be completed
by FY24.
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Exhibit 1: Variance Analysis (Consolidated, except for Sales volume and EBITDA/tonne which are for standalone operations)

Q1FY23 Q1FY23E Q1FY22 YoY (%) Q4FY22 QoQ (%) Comments

Total Operating Income 3808 38475 28902 22 4805 19 Covsoldated topline came broadly i fine
with our estimate

Other Income 189 225 198 -5 233 -19

Total Operating expense 33177 33759 18628 81 37711 -10

EBITDA 4309 4716 10274 58 9184 5 Consoll_dated EBITDA came in lower than
our estimate

EBITDA Margin (%) 1.3 12.3 355  2423bps 106  -827bps ConoCidated EBMDA margin came in
lower than our estimate

Depreciation 1778 1925 1183 50 1815 -2

Interest 1422 1750 993 43 1756 -19

Share of profit/ (loss) of Joint 17 0 323 105 31 5

Ventures (net)

Exceptional ltem 0 0 0 " NA -141 " ONA

PBT 1281 1266 8619 " 85 5074 -75

Tax Outgo 442 325 2719 -84 1731 -14

r . .

PAT for the Group 839 941 5900 86 3343 5 Cor.lsolldated PAT came in lower than our
estimate

Key Metrics

Standalone Steel Sales (MT) 40 41 3.6 12 5.1 g7 Standaone steel sales voume came in
broadly in line with our estimate

Standalone EBITDA/tonne ?) 8318 8250 26291 68 1317 g owandalone EBMTDAtonne came in broadly

in line with our estimate

Source: Company, ICICI Direct Research
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Financial story in charts

Exhibit 2: Trend in standalone sales volumes [in million tonne (MT) ]
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Source: Company, ICICI Direct Research

Exhibit 3: Trend in standalone EBITDA/tonne margin level (in I/tonne)

25000 -
20000 1 19291
We  model  standalone  EBITDA/tonne  of
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Source: Company, ICICI Direct Research

Exhibit 4: Trend in consolidated EBITDA margin (in %)

30.0 -

28.0 26.6

26.0 - 5.2 Over the next couple of years, we expect

consolidated EBITDA margin to be ~15.3% in FYZ3E
24.0 1 and ~19.1% for FY24E
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Source: Company, ICICI Direct Research
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Exhibit 5: Valuation Matrix

Sales  Growth EPS ) Growth PE EV/EBIDTA P/BV RoNW RoCE

(X Crore) (% YoY) (% YoY) (x) (x) (x) (%) (%)

FY19 84,757 20.7 31.3 23.6 18.6 9.8 4.0 21.7 17.6
FY20 73,326 -13.5 16.2 -48.1 35.9 16.3 3.8 12.9 15
FY21 79,839 8.9 32.7 101.7 17.8 9.5 3.0 17.2 13.9
FY22 1,46,371 83.3 81.3 167.1 6.7 5.0 2.1 31.6 23.2
FY23E 1,57,907 1.9 317.3 -57.3 15.6 8.2 1.8 11.8 9.9
FY24E 1,64,253 4.0 55.6 49.0 10.5 6.1 1.6 15.3 13.7

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 5



€7 Result Update | JSW Steel

Financial summary (Consolidated)

(Year-end March) FY21 FY22 FY23E FY24E (Year-end March) FY21 FY22 FY23E FY24E
Total operating Income 79,839 1,46,371 1,57,907  1,64,253 Profit after Tax 1,873 20,938 8,947 13,333
Growth (%) 9 83 8 4 Add: Depreciation 4,679 6,001 7,539 7,863
Total Operating Expenditure 59698 107364 133745 132835 (Inc)/dec in Current Asset 67  -26,793 -41 1,942
EBITDA 20,141 39,007 24,162 31,418 Inc/(dec) in CL&Provisions 4,832 16,699 -1,022 4,049
EBITDA Margin (%) 25.2 26.6 15.3 19.1 Others -2,568 4,112 245 124
Depreciation 4,679 6,001 7,539 1,863  CF from operating activities 14,749 20,957 15,668 27,311
Interest 3,957 4,968 5818 6,473 (Inc)/dec in Investments -7,667 -604 -850 -850
Other Income 592 1,531 1,330 1,285  (Inc)/dec in Fixed Assets -8,232  -14,198 -15,000 -19,124
PBT 12,097 29,569 12,134 18,366 Others 328 -169 50 50
Exceptional item -83 -1 0 0 CFfrom investing activities -15,571  -14,971 -15,800  -19,924
Total Tax 4,142 8,807 3,640 5,510 Issue/(Buy back) of Equity 0 2 0 0
Reported PAT Before MI 7,872 20,021 8,494 12,856 Inc/(dec) in loan funds -41 8,604  -1,004 -2,800
Less - Minority Interest L 917 453 417 Dividend paid & dividend tax -1,593  -4,187 1,378 -2,038
Reported PAT after MI 7,873 20,938 8,947 13,333 Inc/(dec) in Sec. premium 0 0 0 0
Growth (%) 105 166 -57 49 Others 3,266 5,831 0 0
Adj PAT 1956 21,679 8,947 13333 CF from financing activities 1,632 -1,416 -2,382  -4,838
Reported EPS ) 32.1 87.3 313 55.6 Net Cash flow 810 4570 -2514 2,550
Source: Company, ICICI Direct Research Opening Cash 12'003 12,813 17,383 14,859
Closing Cash 12,813 17,383 14,869 17,419
Source: Company, ICICI Direct Research
Exhibit 8: Balance sheet Zcrore
(Year-end March) FY21 FY22 FY23E FY24E (Year-end March) FY21 FY22 FY23E FY24E
Liabilities Per share data %)
Share Capital 241 240 240 240 Reported EPS 32.7 87.3 31.3 55.6
Reserve and Surplus 45,903 68,295 75,864 87,160 Cash EPS 51.9 11.4 68.2 87.7
Total Shareholders funds 46,144 68,535 76,104 87,400 BV 190.9 283.5 314.8 361.6
Total Debt 65,436 74,040 73,036 70,236 DPS 6.5 17.4 5.8 8.5
Deferred Tax Liability 3,509 1,621 1,866 7,990
Minority Interest / Others 3,637 3,468 3,518 3,568  Operating Ratios (%)
Total Liabilities 1,18,726 1,53,664 1,60,524  1,69,194 EBITDA Margin 25.2 26.6 15.3 19.1
PBT / Total Operating income 15.2 20.2 1.7 11.2
Assets Adj PAT Margin 10.0 14.8 5.7 8.1
Gross Block 1,08,864 1,50,211 1,63,733  1,81,379 Inventory days 160 150 135 130
Less: Acc Depreciation 47,630 53,631 60,108 66,908 Debtor days 21 25 20 18
Net Block 61,234 96,580 1,03,625 1,14,470 Creditor days 134 110 120 125
Capital WIP 32,433 16,756 1717 17,586 Return Ratios (%)
Net Fixed Assets (Inc CWIP) 93,667 1,13,336 1,20,796 1,32,056 Adj RoE 17.2 31.6 11.8 15.3
Investments 12,397 13,001 13,851 14,701 Adj RoCE 13.9 23.2 9.9 13.7
Inventory 14,249 33,787 32,784 30,779
Debtors 4,486 7,457 7,502 7,065 Valuation Ratios (x)
Loans and Advances 6,409 8,250 9,050 9,350 P/E 17.8 6.7 15.6 10.5
Other Current Assets 4,296 6,739 6,939 7,139 EV / EBITDA 9.5 5.0 8.2 6.1
Cash 12,813 17,383 14,869 17,419 EV / Net Sales 2.4 1.3 1.3 1.2
Total Current Assets 42,253 73,616 71,143 1,751 Market Cap / Sales 1.7 1.0 0.9 0.9
Current Liabilities 29,316 46,033 45,011 49,059 Price to Book Value 3.0 2.1 1.8 1.6
Provisions 274 256 256 256 solvency Ratios
Total Current Liabilities 29,590 46,289 45,267 49,315 Net Debt/EBITDA 2.6 15 24 1.7
Net Current Assets 12,663 21,321 25,871 22,436 Net Debt / Equity 11 0.8 0.8 0.6
Deferred tax Assets (net) 0 0 0 0 Current Ratio 1.4 1.6 1.6 15
Application of Funds 1,18,726 1,53,664 1,60,524  1,69,194 -k Ratio 1.0 0.9 0.9 0.8
Source: Company, ICICI Direct Research Net debt/EBITD A 26 15 2.4 1.7
Net Debt/Equity 1.1 0.8 0.8 0.6
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
,‘ | \‘\
ﬂlc’CIz irect.com| “51 ] ‘
st llo v.; v Fingertips ‘B(-;{’_)B(EP ‘ ;
A rak NE |
ICICI Securities Ltd. | @a\.smﬁa’u = L
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

|/We, Dewang Sanghavi MBA (Finance), Research Analysts, authors and the names 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 that 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past

twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material
conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or

use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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