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CMP: X 925

Target: X 1,125 (22%) Target Period: 12 months

May 22, 2024
Guides for rise in profitability, expansion plan intact...

About the stock: |]SW Steel (JSW), the flagship company of the JSW group, is one
of the largest and most diversified steel producers’ companies in India.

o Steel Capacity as of FY24: India- 28.2 million Ton (MT) & US- 1.5 MT

Q4FY24 Results: |SW Steel reported muted performance in Q4FY24 results.
Consolidated topline stood at X46,269 crore (flat YoY, up 10% QoQ) with steel sales
volume of 6.7 MT (up 3% YoY, 12% QoQ). Reported EBITDA for the quarter came in
at 6,124 crore vs X7,180 crore in Q3FY24, largely attributed to higher raw material
cost at its Indian operations and drop in metal realisations. Standalone operations
reported EBITDA/tonne of X7,807 vs 11,113 in Q3FY24 vs 10,998 in Q4FY23.

Investment Rationale

e Ambitious capacity expansion aligns with growing steel demand in
domestic market: Despite being the world’s second largest consumer of
finished steel, India’s per capita steel consumption at 77 per kg lags far
behind the global average of 233 per kg. Aiming to increase per capita
steel consumption to 160 per kg by 2030-31, the government is targeting
a crude steel capacity of 300 MT. As a prominent player with decades of
experience in this space, JSW Steel has embarked on an expansion path
with the goal of increasing its steel production capacity domestically to 42
MTPA by Sept’27, and gradually expanding it to 50 MTPA by FY31. Most
of the capacity expansions will be brownfield in nature at its existing
plants, including Vijayanagar, which is the largest integrated steel facility
in India, undergoing an expansion from ~12 MT to ~19 MT by FY25.
Moreover, ]SW also aims to augment its downstream capacities, targeting
an increase in the share of high-margin value added products. Going
forward, on consolidated basis, we have modelled in a volume growth of
10% CAGR over FY24-26E to 30 MT in FY26 vs. 25 MT clocked in FY24.

o EBITDA/tonne set to improve owing to better steel prices and lower raw
material costs: With demand recovery in global markets, improved steel
prices and lower coking coal costs, EBITDA per ton is expected to improve
for the company in coming quarters. With the aim of securing critical raw
materials for steel making, it is also aggressive on scouting mines (iron ore,
coal) with captive share of iron ore requirements set to increase from ~35%
currently to ~50% by FY25E. It has also announced acquisition of coking
coal mines (pre-developmental stage) in Mozambique. With raw material
security in sight, better ASP’s and decline in coking coal costs, we built in
EBITDA/tonne at JSW to improve to X12k/13.5k per tonne for FY25E/26E.

Rating and Target Price

e  With strategic capacity expansion in place, favourable steel demand and
improvement in profitability, JSW Steel is poised to deliver record
performance (450 bps improvement in margins) going forward. We assign
BUY rating to the stock and value it at X 1,125 i.e. 8x FY26E EV/EBITDA.
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Key Financials FY19 FY20 Fy21 Fy22 Fy23 Fy24pP 5 year CAGR
(R crore) (FY19-24)
Total Operating Income 84,757 73,326 79,839 146,371 165960 1,75,006 15.6%
EBITDA 18,952 11,873 20,141 39,007 18,547 28,236 8.3%
EBITDA Margins (%) 22.4 16.2 25.2 26.6 11.2 16.1
Net Profit 7,639 4,030 7,911 20,665 4,144 8,812 2.9%
EPS (R) 31.2 16.5 324 845 16.9 36.0
P/E 29.6 56.1 28.6 10.9 54.6 25.7
RoNW (%) 22.0 14.2 17.5 30.5 5.8 11.0
RoCE (%) 16.5 7.4 13.0 21.9 7.0 111

FY25E FY26E 2 year CAGR

(FY24-26E)

1,84,986  2,08,920 9.3%

34,696 43,019 23.4%
18.8 20.6

12,934 18,628 45.4%
52.9 76.2
17.5 12.1
14.7 18.1
13.4 16.1

Source: Company, ICICI Direct Research
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Q4FY24 Earnings Conference Call Highlights

Industry: JSW anticipates robust steel demand in CY25 driven by higher
government capex, with strong demand across the manufacturing, real
estate and automotive sectors. It expects better domestic steel prices in
the coming year. However, it remains cautious about the rise in steel
imports, particularly from China and the ASEAN countries.

Management Guidance: With the commissioning of capacity expansion
at the Vijayanagar and BPSL plants, J[SW targets production and sales
volume of 28.4 MT and 27 MT in FY25, respectively. It anticipates an
improvement in EBITDA per ton to ~X12,000 in FY25 due to a decline in
coking coal prices, stability in steel prices, and commissioning of cost
saving projects that will aid the cost reduction.

Capacity Expansion: JSW’s consolidated capex spending for Q4FY24
stood at 3,500 crore, bringing total capex for FY24 to 16,752 crore.
Capex for FY25 is anticipated to be 20,000 crore. It has commissioned its
hot strip mill capacity of 5 MT and completed the phase 2-expansion of
BPSL plant, which is expected to ramp up earlier by Oct’24, with full
incremental capacity benefits in FY26. Additionally, its colour coated line
capacity in Jammu and Kashmir will commence production by Q2FY25.
Moreover, its slurry pipeline in Odisha is expected to commence by FY27.

Downstream capacity: JSW aims to increase downstream capacity, with
a target of more than 50% of downstream capacities being in hot strip mills
operation. Its current downstream capacity stands at 13.5 to 14 MT,
yielding an incremental EBITDA per ton of X4,000. It has also received
approval for Phase 3 expansion at Dolvi, with its capacity slated to
increase form 10 MT to 15 MT.

Iron Ore: J]SW aims to increase the captive iron ore production to ~50% in
FY25 from current ~35%. Over the medium term, it will increase iron ore
mining capacities in Karnataka from the current 7 MT to 15.5 MT, with an
increase in evacuation capacity limits by 4 MT in existing mines. The
gradual commissioning of three new mines will further add 4.5 MT, and
goa mines will add another 1 to 2 MT. It will continue to participate in
auctions of iron ore, particularly in Karnataka with a focus on mines
proximate to its plants.

Coking Coal: JSW witnessed a coking coal price increase by $22 per ton
from the earlier guidance of $20 to $25 per ton, thereby cost reaching to
$274 per ton in Q4FY24. It expects a decrease in coking coal prices by $22
to $27 per ton in Q1FY25. It’s in the process of commissioning three coking
coal mines with a capacity of 2 MT.

Mozambique Acquisition: J]SW has acquired a coking coal mine (pre
developmental stage) in Mozambique with reserves and resources of ~800
MT, including more than 270 MT of prime coking coal capacity. It has
secured 92.2% of this plant at an acquisition cost of ~$74 million, with an
enterprise valuation of ~$80 million closing adjustments. It aims to ramp
up the mines by H2FY25. It is largely aimed at raw material security.

Exports: Export sales volume for the quarter was at 1.3 MnT, up by 36%
YoY, driven by restocking demand opportunity in the global market, which
it able to liquidate 3 lakh tons of inventory in the quarter.

Renewable Energy: J]SW plans to further expand its renewable capacity
by 600 Mega Watts (MW) along with an earlier announcement of 1000
MW at the Vijayanagar plant. Additionally, it will install 320 MW of battery
storage capacity at Vijayanagar. Thus, new capacity expansion will meet
26% of Vijayanagar’s power requirement of ~18 MT capacity.

ICICI Securities | Retail Research

On consolidated basis, JSW aims to
increase its capacity to 43.5 MT by
FY27 and further expand to 51.5 MT
by FY31. The incremental capacity
will come from brownfield expansion
from Vijayanagar and BPSL plants.
It's also including a green steel
capacity of 4 MT, which will be
commissioned in two phases.

JSW has secured 24 iron ore mines
through various auctions, with
resources contributing to a capacity
of 1.6 billion tons. Of these, 13 mines
are operational and the remaining are
in various stages of commission.
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Key Tables and Charts

Exhibit 1: Quarterly Analysis

Q4FY24 Q4FY23 YoY (%)

Total Operating Income 46,269 46,962 -15
Raw Material Expenses 28,107 27,271 3.1
Employee Expenses 1,151 1,007 14.3
Power & Fuel expenses 3,690 4,092 -9.8
Other expenses 7,197 6,653 8.2
EBITDA 6,124 7,939 -22.9
EBITDA Margin (%) 13.2 16.9 -367 bps
Other Income 242 465 -48.0
Depreciation 2,194 2,009 9.2
Interest 2,062 2,138 -3.6
Tax 690 508 35.8
PAT 1,322 3,741 -64.7
Key Metrics

Standalone Numbers

Sales Volume (million tonne) 5.7 5.7 0.2
Blended Realisations (X/tonne) 62,111 65,410 -5.0
EBITDA/tonne 7,807 10,998 -29.0

Q3FY24

41,940

23,098

1,182
3,832
6,648

7,180

17.1
194
2,059
1,996
853

2,450

5.2

64,058
11,113

QoQ (%)
10.3

21.7

-2.6
-3.7
8.3

-14.7

-388 bps
24.7

6.6

3.3

-19.1

-46.0

9.4
-3.0
-29.8

Comments
Topline came in muted on YoY basis amidst
flattish sales volume and muted realisations
Raw material costs came in higher due to higher
coking coal costs

EBITDA/tonne came
pressure on realisations and higher RM costs

in much lower due to

Depreciation was on expected lines

PAT for the quarter came in lower due to pressure
on profitability & higher tax incidence

Sales volume were flattish YoY at 5.7 MT
Blended realisations were down 5% YoY at X 62k
EBITDA/tonne was down sharply 30% at ~X8k

Source: Company, ICICI Direct Research

Exhibit 2: Assumptions

Standalone FY18 FY19 FY20 Fy21 FY22 FY23 FY24 FY25E FY26E
Sales Volume (million tonne, MT) 15.6 15.8 15.1 14.9 16.5 19.7 21.2 22.7 25.6
Blended Realisations (X/tonne) 43,357 48,977 42,642 47,532 71,969 66,846 63,674 63,750 64,500
EBITDA/tonne (I/tonne) 9,603 11,746 8,306 12,943 19,302 7,803 10,353 12,056 13,554
Source: Company, ICICI Direct Research
Exhibit 3: JSW Steel- Capacity Expansion Roadmap
JSW Steel: Transforming Scale and Profitability Ena
JEW steel
| B India Capacity (mt) . U.S. Capacity (mt) —e—EBITDA (Zcr)
I o]
¥ 51.5
i "___—"" 15
' 228,236 .- 50.0
o :
/////35.2
%18,952cr _— _2 15 '
6.5 :
15
FY14 FY19 Current Sep'27 FY31‘
; Avg. FY14-19 FY20-24
i | EBITDA/t %8,458/t %12,493/t ;

Economies of scale and margin expansion initiatives are driving EBITDA and Cash Flows

JSW Steel Q4 FY24 Results Presentation

1: VASP share in total sales volumes, 2: Under commissioning, 3: Pertains to FY24, 4: Subject to board approvals
EBITDA and EBITDA/t values are for ISW Steel Consolidated

Source: Company, ICICI Direct Research
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Financial Summary (Consolidated)

(Year-end March) FY23 FY24P FY25E FY26E (Year-end March) FY23 FY24P FY25E FY26E
Net Sales 1,63,646 1,72,588 1,82,211 2,05,786 Profit after Tax 4,144 8,812 12,934 18,628
Other Operating Income 2314 2418 2775 3134 Add: Depreciation 7,474 8,172 9,064 10,214
Total Operating Income  1,65,960 1,75,006 1,84,986 2,08,920 (Ing)/decin Current Assets 552 -4,752 -3,173 -7,162
Growth (%) 13.4 5.5 5.7 12.9 Inc/(dec) in CL and Provisions 7,582 -5,243 3,967 8,443
Raw Material Expenses  1,00,791 1,01,678 1,04,951 1,15,985 Others 6,902 8,105 8,633 7,916
Employee Expenses 3,915 4,591 4,204 4,639 CF from operating activities 26,654 15,094 31,325 38,039
Other Operating Exp. 42,707 40,501 41,135 45,277 (Inc)/decin Investments 134 -2,440 -525 -522
Total Operating Exp. 1,47,413 1,46,770 1,50,290 1,65,901 (Inc)/dec in Fixed Assets -17,298 -23,180 -20,000 -23,000
EBITDA 18,547 28,236 34,696 43,019 Others -2,378 370 900 900
Growth (%) -52.5 52.2 22.9 24.0 CF from investing activities -19,542 -25,250 -19,625 -22,622
Depreciation 7,474 8,172 9,064 10,214 Issue/(Buy back) of Equity 0 4 0 0
Interest 6,902 8,105 8,533 7,916 Inc/(dec) in loan funds 8,867 6,733 -500 -3,500
Other Income 1,030 1,004 1,110 1,254 Dividend & interest outgo -11,096 -9,890 -11,100 -11,584
PBT 5,201 12,963 18,209 26,142 Inc/(dec) in Share Cap 0 0 0 0
Exceptional Item -454 -417 0 0 Others -1,552 4,943 0 0
Total Tax 1,516 4,407 5,099 7,320 CF from financing activities -3,781 1,790 -11,600 -15,084
PAT 4,144 8,812 12,934 18,628 Net Cash flow 3,331 -8,366 99 333
Growth (%) -80.2 112.6 46.8 44.0 Opening Cash 17,383 20,714 12,348 12,447
EPS () 16.9 36.0 52.9 76.2 Closing Cash 20,714 12,348 12,447 12,780
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

(Year-end March) FY23 FY24P FY25E FY26E (Year-end March) FY23 FY24P FY25E FY26E
Liabilities Per share data ()

Equity Capital 301 305 305 305 EPS 16.9 36.0 52.9 76.2
Reserve and Surplus 65,394 77,364 87,730 1,02,689 Cash EPS 47.5 69.5 90.0 117.9
Total Shareholders funds 65,695 77,669 88,035 1,02,994 BV 268.6 317.6 360.0 421.2
Total Debt 78,842 85,575 85,075 81,575 DPS 3.4 7.3 10.5 15.0
Deferred Tax Liability 7,936 9,659 10,159 10,659 Cash Per Share 84.7 50.5 50.9 52.3
Minority Interest / Others 5,518 7,451 8,201 8,951 Operating Ratios (%)

Total Liabilities 1,57,991 1,80,354 1,91,470 2,04,179 EBITDA Margin 11.2 16.1 18.8 20.6
Assets PAT Margin 2.5 5.0 7.0 8.9
Gross Block 1,40,938 1,56,608 1,81,284 2,04,284 Inventory days 72.9 78.9 80.0 80.0
Less: Acc Depreciation 36,614 44,786 53,850 64,064 Debtor days 15.7 15.7 15.0 15.0
Net Block 1,04,324 1,11,822 1,27,434 1,40,220 Creditor days 84.0 69.6 72.0 75.0
Capital WIP 22,166 29,676 25,000 25,000 Return Ratios (%)

Total Fixed Assets 1,26,490 1,41,498 1,52,434 1,65,220 RoE 5.8 11.0 14.7 18.1
Investments 4,934 7,885 8,410 8,932 RoCE 7.0 11.1 13.4 16.1
Inventory 33,135 37,815 40,545 45,791 RolC 9.6 14.5 16.6 19.7
Debtors 7,134 7,548 7,602 8,586 Valuation Ratios (x)

Loans and Advances 717 4 4 5 P/E 54.6 25.7 17.5 12.1
Other Current Assets 6,445 6,816 7,205 8,137 EV /EBITDA 15.3 10.6 8.6 6.9
Cash 20,714 12,348 12,447 12,780 EV / Net Sales 1.7 1.7 1.6 1.4
Total Current Assets 68,145 64,531 67,803 75,298 Market Cap / Sales 1.4 1.3 1.2 1.1
Current Liabilities 38,203 33,365 36,490 42,929 Price to Book Value 3.4 2.9 2.6 2.2
Provisions 280 439 480 565 Solvency Ratios

Current Liabilities & Prov 53,087 47,844 51,811 60,254 Debt/EBITDA 4.3 3.0 2.5 1.9
Net Current Assets 15,058 16,687 15,992 15,044 Debt / Equity 1.2 1.1 1.0 0.8
Others Assets 11,509 14,284 14,634 14,984 Current Ratio 1.2 1.5 1.5 1.4
Application of Funds 1,567,991 1,80,354 1,91,470 2,04,179 Quick Ratio 0.4 0.4 0.4 0.4
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors 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%
ﬂlClCl direct.com| No
lnvcununlllaln.:nn singertips | BROKER
| ICICI Securities Ltd. |@l 755 asmins
3 Analyst Award 2012 .
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

1/We, Shashank Kanodia, CFA, MBA (Capital Markets), Manisha Kesari (PGDM-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
— INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi,
Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. 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.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

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 such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and
Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed 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
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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
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