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Steady operating performance

Shyam Metalics and Energy’s (SMEL) operating performance in Nov'23 remained steady. Key points: 1) Stainless
revenue added post consolidation of Mittal Corp; 2) metalics volume rose YoY as newly-commissioned capacities ramp
up; 3) rolled products volume was stable MoM, but down YoY owing to delayed festive season; and 4) implied revenue
reported 9.3% YoY growth aided by stainless steel. Going ahead, we expect SMEL’s performance to be aided by higher
volume owing to demand uptick in infrastructure segment. Besides, aluminium foils and stainless steel (10% of overall
revenue in Nov’'23) are likely to diversify its earnings profile. We maintain BUY on SMEL with an unchanged TP of INR

690 on 6x FY25E EBITDA.
Capacity ramp up offsets the impact of subdued realisation

SMEL’s Nov'23 operating performance was buoyed by higher sponge iron
volume and continued ramp up of stainless steel rolling volume at Mittal Corp.
Key points: 1) Sponge iron sales volume rose almost 3x YoY (3.4% MoM) at
87.8kt due to contribution from 198ktpa capacity, commissioned in Nov'23; 2)
sales volume of billets declined 48% YoY while that of rebars declined 6% YoY
owing to delayed festive season; 3) realisation across categories of steel
products declined MoM due to demand slowdown during festive month of
Nov'23; 4) higher realisation of ferroalloys and aluminium foils MoM; and 5)
stainless steel contributed 5% of revenue. We expect this proportion to rise as
Mittal Corp’s capacity ramps up. Going ahead, we expect higher realisation in
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Market Data

Market Cap (INR) 131bn

DRI-IF value chain, following the uptick in global iron ore prices and  Market Cap (USD) 1,575mn
infrastructure demand. Bloomberg Code SHYAMMET IN
Reuters Code SHYE BO

Expect H2FY24E to be better 52-week Range (INR) 523 /253
. . . Free Float (%) 18.0
During the first two months of H2FY24E, SMEL reported revenue in excess of ADTV-3M (mn) (USD) 6.1

INR 10bn during each of the months mainly due to additional earnings from
stainless steel. We expect higher revenue trajectory in H2FY24E as stainless
capacity ramps up and sales volume of rebar improves. Besides, better linkage
materialisation is likely to result in better margins. We may also keep a close
tab on the ongoing INR 39bn expansion plan. During Q2FY24 earning release,
management indicated capex spend for blast furnace and coke oven is 56%
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Y/E March (INR mn) FY22A  FY23A  FY24E  FY25E Governance - - -
Net Revenue 1,03,940 126,102 173,263 2,52,966 Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.
EBITDA 25998 14,859 20987 30,943
EBITDA Margin (%) 25.0 118 12.1 12.2 Source: Bloomberg, |-sec research
Net Profit 17,240 8483 11,191 18,369
EPS (Rs) 67.6 333 43.9 72.0 Earnings Revisions (%)  FY24E  FY25E
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P/E (x) 7.6 15.5 11.7 7.1 EBITDA
EV/EBITDA (x) 48 8.6 6.2 43 EPS
RoCE (%) 34.6 12.8 13.3 18.3
RoE (%) 42.0 14.9 15.3 20.9
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Outlook: Fending off realisation blues; maintain BUY

We expect SMEL to gain from volume ramp up as now DRI-IF-based capacity is
complete. We expect additional revenue from stainless steel to improve earnings
trajectory in the near term. We maintain BUY on SMEL with an unchanged TP of INR
690 on 6x FY25E EBITDA.

Nov’24 volume across product categories

Volume (Kte) Nov FY24 Nov FY23  (%)Chg.YoY Oct FY24 (%)Chg.MoM
Pellet 85.7 69.3 23.6 92.5 (7.4)
Sponge Iron 87.8 30.5 187.9 84.9 34
Billets 8.7 16.8 (48.3) 6.6 32.5
Rebars 105.6 112.3 (5.9) 102.1 35
Ferroalloys 11.4 14.7 (22.9) 9.1 24.4
Aluminium foil 15 1.3 15.1 1.3 18.0
Stainless Steel 4.0 - 5.4

Source: Company data, |-Sec research

Nov’24 realisation across categories

Realisation (INR/te) Nov FY24 Nov FY23  (%)Chg.YoY Oct FY24  (%)Chg.MoM
Pellet 8,843 7,526 17.5 9,028 (2.0)
Sponge Iron 26,425 28,909 (8.6) 28,071 (5.9)
Billets 40,635 43,960 (7.6) 42,202 (3.7)
Rebars 46,625 49,941 (6.6) 48,343 (3.6)
Ferroalloys 97,349 89,102 9.3 93,472 4.1
Aluminium foil 3,16,476 3,564,596 (10.8) 3,07,369 3.0
Stainless Steel 1,18,071 0 1,14,273

Implied Revenue 10,426 9,539 9.3 10,303 1.2

Source: Company data, |-Sec research

Key risks:
e Sharp fall in pellet and rebar prices

e Delay in commissioning of capacities

e Squeeze in spreads owing to high thermal coal prices
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Financial Summary

Profit & Loss
(INR mn, year ending March)

Cashflow statement

(INR mn, year ending March)

FY22A FY23A FY24E FY25E
Net Sales 1,03,940 1,26,102 1,73,263 2,52,966
Operating Expenses 77942 1,11,243 152,275 2,22,023
EBITDA 25,998 14,859 20,987 30,943
EBITDA Margin (%) 25.0 11.8 12.1 12.2
Depreciation & Amortization 2,724 4,631 5,404 5114
EBIT 23,274 10,228 15,583 25,829
Interest expenditure 232 931 884 1,069
Other Non-operating 600 1120 1288 1481
Income
Recurring PBT 23,642 10,417 15,987 26,242
Profit / (Loss) from
Associates ) ) ) )
Less: Taxes 6,402 1,934 4,796 7,872
PAT 17,240 8,483 11,191 18,369
Less: Minority Interest - - - -
Extraordinaries (Net) - - - -
Net Income (Reported) 17,240 8,483 11,191 18,369
Net Income (Adjusted) 17,240 8,483 11,191 18,369
Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)
FY22A FY23A FY24E FY25E
Total Current Assets 39,880 37,696 38,900 50,327
of which cash & cash eqv. 919 748 (1,248) (271)
Toto! (;urrent Liabilities & 17.198 21346 26,768 37,608
Provisions
Net Current Assets 22,683 16,350 12,132 12,629
Investments 10,359 14,631 11,631 10,631
Net Fixed Assets 24,546 29,461 51,746 67,632
ROU Assets - - - -
Capital Work-in-Progress 7,683 27,689 21,000 23,000
Total Intangible Assets - - - -
Other assets 1,782 2,410 2,410 2,410
Deferred Tax assests - - - -
Total Assets 67,052 90,541 98,919 1,16,302
Liabilities
Borrowings 5,619 11,793 10,061 10,873
Deferred Tax Liability 1,073 712 712 712
provisions 140 202 202 202
other Liabilities 1,834 2,353 2,353 2,353
Equity Share Capital 2,551 2,551 2,551 2,551
Reserves & Surplus 55,796 69,074 79,146 95,678
Total Net Worth 58,347 71,625 81,696 98,229
Minority Interest 40 3,856 3,895 3,934
Total Liabilities 67,052 90,541 98,919 1,16,302
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Dec-22 Mar-23  Jun-23 Sep-23
Net Sales 29,217 33,801 33,330 29,407
% growth (YOY) 13.3 18.3 34 (4.7)
EBITDA 2,223 4,135 4,139 3,071
Margin % 7.6 12.2 12.4 10.4
Other Income 376 309 298 382
Extraordinaries - - - -
Adjusted Net Profit 673 2,612 2,041 4,841

FY22A FY23A FY24E FY25E
Operating Cashflow 16,896 15,069 22,701 26,032
Working Capital Changes (3,244) 2,770 5,222 1,480
Capital Commitments (10,714) (15,789) (21,000) (23,000)
Free Cashflow 6,182 (721) 1,701 3,032
Other investing cashflow (8,551) (3,760) - -
Cashflow from Investing
Activities (19,265) (19,550) (21,000) (23,000)
Issue of Share Capital (4) - - -
Interest Cost (232) (717) (884) (1,069)
Inc (Dec) in Borrowings (2,533) 7,174 (1,732) 812
Dividend paid (1,837) (1,148) (1,119) (1,837)
Others 6,256 (1,000) 39 39
Cash flow from Financing 1,651 4310  (3697)  (2.055)
Activities
Chg. in Cash & Bank (719) (171) (1,996) 977
balance
Closing cash & balance 919 748 (1,248) (271)

Source Company data, I-Sec research
Key ratios
(Year ending March)

FY22A FY23A FY24E FY25E
Per Share Data (INR)
Reported EPS 67.6 333 439 72.0
Adjusted EPS (Diluted) 67.6 333 439 72.0
Cash EPS 78.3 514 65.1 92.1
Dividend per share (DPS) 7.2 4.5 4.4 7.2
Book Value per share (BV) 228.7 280.8 320.3 385.1
Dividend Payout (%) 10.7 135 10.0 10.0
Growth (%)
Net Sales 65.1 21.3 37.4 46.0
EBITDA 86.5 (42.8) 41.2 47.4
EPS (INR) 87.2 (50.8) 319 64.1
Valuation Ratios (x)
P/E 7.6 155 11.7 7.1
P/CEPS 6.6 10.0 79 5.6
P/BV 2.2 1.8 1.6 13
EV /EBITDA 4.8 8.6 6.2 4.3
Dividend Yield (%) 1.4 0.9 0.9 1.4
Operating Ratios
Gross Profit Margins (%) 35.1 24.2 25.7 22.3
EBITDA Margins (%) 25.0 11.8 12.1 12.2
Effective Tax Rate (%) 27.1 18.6 30.0 30.0
Net Profit Margins (%) 16.6 6.7 6.5 7.3
Net Debt / Equity (x) (0.1) 0.0 0.0 0.0
Net Debt / EBITDA (x) (0.2) (0.2) 0.0 0.0
Fixed Asset Turnover (x) 3.0 3.0 3.0 3.3
Inventory Turnover Days 107 82 68 70
Receivables Days 27 30 23 24
Payables Days 64 58 57 63
Profitability Ratios
RoCE (%) 34.6 12.8 133 183
RoE (%) 420 14.9 15.3 20.9
RolC (%) 39.3 15.2 15.6 20.9

Source Company data, I-Sec research

Source Company data, I-Sec research
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