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Lacks triggers for further gains in EBITDA/tonne...

About the stock: JSW Steel (JSW), the flagship company of JSW group, is one of
the largest and most diversified steel producers’ companies in India.
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e  Current Steel Capacity: India- 34.2 million Ton (MT) & US- 1.5 MT "5
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Q1FY2.6 Result.s. JSW Steel reported a steady perfo'rmcmce in QLFY26. Total Debt (FY25) TS )

Consolidated topline stood at 43,147 crore (up 0.5% YoY) with steel sales volume Cash & Investment (FY25) 19.104 -

of ~6.7 MT (up 9% YoY). Reported EBITDA stood atX7,576 crore with corresponding EV ( crore) 3,209,952 S

EBITDA margins at 17.6%. Standalone EBITDA/tonne stood at X10,618 vs 8,399 52 week H/L ) 1075/ 854 $

in Q1FY25 vs X8,783 in Q4FY24. Consolidated PAT for Q1’26 stood at 2,209 crore. Equity capital (X crore) 305 o
Face value R) 1.0

Investment Rationale

e Tangible growth lies ahead amidst rising steel demand domestically:
India, despite being the world’s 2nd largest consumer of finished steel, has
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Shareholding pattern

Sep-24 Dec-24 Mar-25 Jun-25
Promoter 44.8 44.9 44.8 45.3

a relatively low per capita consumption of ~103 kg, (vs global average of Fil 257 256 258 254
~215 kg). To support infrastructure growth, the government targets 300 DIl 105 106 105 109
Other 190 190 189 183

MT of crude steel capacity and aims to raise per capita consumption to 160
kg by FY31. Leveraging its extensive industry experience, ]SW Steel has
embarked on significant capacity plans with it recently completed 5 MTPA

Price Chart

expansion at Vijayanagar and plans to further scale up its domestic steel %gggg 1(2)88
production capacity to 42 MTPA by Sept’27 through brownfield expansion 15000 800
at its Dolvi plant from 10 MTPA to 15 MTPA. Furthermore, it targets 50 10000 288
MTPA capacity by FY31. Additionally, JSW is also enhancing downstream 5000 4 200
r : H : O+—Y—F+——+0
capacities, nc?tably Wlt.h a 055 MTPA Cold Rolled Non-.Graln F)rlented Ne MmN e
(CRNO) electrical steel line at Vijayanagar among others. Given this strong 3 £3 £ £ 3
growth pipeline, we estimate consolidated sales volume to grow at a 10% T s T e
Nifty (LHS) JSW (RHS)

CAGR over FY25-27E, reaching 32.2 MT in FY27E from 26.5 MT in FY25.

e Higher volumes and lower input cost will cushion the profitability: In
Q1FY26, standalone EBITDA/tonne improved at JSW Steel to 10,618 (vs
8,783 in Q4FY25), driven by recovery in domestic steel price (aided by
12% safeguard duty) & lower coking coal cost, though partly offset by
higher shutdown expenses (~X 200 crore) and one-time forex loss (X343
crore). While domestic steel prices have seen some moderation (down ~X
1,500/tonne in June’25), declining iron ore and coking coal costs, coupled
with higher volumes, are likely to sustain margins, with EBITDA/tonne now
projected at ~X11k/12.5k for FY26E/27E vs. earlier estimate of ~X13k/13.5k
for FY26E/27E. To further strengthen cost control and reduce supply risks,
JSW aims to ramp up domestic coking coal sourcing to 3.5 MTPA through
captive mines and Dugda washeries in next 2 to 3 years and double
captive iron ore mining capacity from current ~24 MT to ~50 MT. These are
expected to enhance RM security & shield against price volatility.

Rating and Target Price

e  While strategic capacity expansion, robust steel demand tailwinds remain
intact however limited scope for further improvement in EBITDA/tonne
profile, will limit stock upside in our view. We therefore downgrade the
stock from BUY to HOLD and value it at X1,135 (8.5x EV/EBITDA on FY27E)

Key Financial Summary

Recent event & key risk

e Posted steady Q1FY26 results.
Company retained sales volume
guidance of 29.2 MT for FY26E.

e Key Risk: (i) Ongoing legal battle
over BPSL ownership impacting
JSW Steel long term growth
trajectory (ii) higher than expected
improvement in EBITDA/tonne
leading to beat to our estimates.
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Key Financials Fy21 FY22 Fy23 Fy24 FY25 5 year CAGR FY26E FY27E 2 year CAGR
(X crore) (FY20-25) (FY25-27E)
Total Operating Income 79,839 1,46,371 1,65,960 1,75,006 1,68,824 18.2% 1,81,815 2,07,393 10.8%
EBITDA 20,141 39,007 18,547 28,236 22,904 14.0% 33,563 41,119 34.0%
EBITDA Margins (%) 25.2 26.6 11.2 16.1 13.6 18.5 19.8
Net Profit 7,911 20,665 4,144 8,812 3,504 -2.8% 11,159 16,549 117.3%
EPS }) 324 845 16.9 36.0 14.3 45.6 67.7
P/E 32.0 12.2 61.1 28.7 72.2 22.7 15.3
RoNW (%) 17.5 30.5 5.8 11.0 5.1 12.6 15.8
RoCE (%) 13.0 21.9 7.0 111 7.0 11.6 14.1

Source: Company, ICICI Direct Research
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Key Takeaways of Recent Quarter

Q1FY26 Results: Reported a Steady Performance

Total operating income on consolidated basis for Q1FY26 came in at
43,147 crore (up 0.5% YoY) with steel sales volume of 6.7 MT (up 9% YoY),
driven by ramp up of new capacities at BPSL and JMVL, Vijayanagar.
Capacity Utilisation at Indian operations in Q1FY26 was at 87%, impacted
by plant maintenance shutdowns. This was offset by higher blended
realization with standalone ASP was up 7% QoQ to ~X60,101/ton.

Consolidated EBITDA stood at X7,576 crore with corresponding EBITDA
margins at 17.6% (up 333 bps QoQ). Standalone EBITDA/tonne stood at
10,618 vs 8,783 in Q4FY25 vs 8,399 in Q1FY25. This improvement was
driven by higher domestic steel prices and lower coking cost (declined by
~$14 per ton) in the quarter. These benefits were being offset by higher
coal consumption owing maintenance shutdown (~X200 crores) and one-
time mark to market forex loss of ~X343 crores on Euro loans.

PAT for the quarter stood at 2,209 crore. Net Debt came in at X79,850
crore with a Net Debt to EBITDA ratio at 3.2x in Q1FY26 vs 3.34x in
Q4FY25. Capex stood at ~X3,460 crore in Q1FY26.

Q1FY26 Earnings Conference Call Highlights:

Domestic Steel Price Outlook: JSW realised an increase of ~X3,300/ton
in domestic steel prices in Q1FY26, However, prices have recently declined
by more than X1,500 per ton from the peak in May’25, primarily due to
cheaper steel imports and seasonal monsoon related slowdown in
construction activity. However, it witnessing domestic steel prices are
currently trading at par with imported steel, which could curb imports.

Capacity Expansion: |[SW plans to commission the 2" convertor at its
SMS facility in Q2FY25. Additionally, it will shut down BF3 at Vijayanagar
from Sept’25 to upgrade the furnace capacity by 1.5 MT. Moreover, it has
acquired 900 acres of land in Odisha through the acquisition of 100%
equity stakes in Saffron Resources Ltd at an enterprise Value of ~X679
crore, earmarked for any future capacity expansion.

Downstream Capacity: ]SW board has approved two projects: 1) 0.6 MT
of cold rolling complex at Khopoli to produce galvanized, galvalume and
zinc magnesium coated products for engineering and renewable. 2) 0.4 MT
of continuous galvanizing line to produce advanced high strength steel for
automobile industry. Moreover, the board has approved of setting up 0.55
MT of cold rolled non grained oriented electric steel facility. Its capex cost
for this projectis ~X4,600 crores with a payback period of less than 4 years.

Captive Iron Ore: Captive iron ore production to total iron ore consumption
stood at ~39% in Q1FY26 (vs ~32% in Q4FY25). It will be commissioning
three new mines in Karnataka in FY26. Additionally, it plans to start
operations at one of its Goa mines by Q3FY26, while two other mines are
set to commence by H2FY27, with cumulative production is estimated at
3.7 MT. Moreover, it will commission a 30 MTPA slurry pipeline by April'27
with estimates savings of ~X1,000/ton on iron ore logistics.

Coking Coal: JSW witnessed a decline of ~$14 per ton in coking coal prices
in Q1FY26. It is under progress for commercializing three captive coking
coal mines in Eastern Indian along with Dugda washeries. Moreover, it also
holds 5 MT of coal linkages from Coal India. Over next 2 to 3 years, JSW
aims to secure ~3.2 to 3.5 MT of usable coking coal from these domestic
sources. Coking coal prices are expected to decline by $ 5 per ton in Q2'26.

Others: During the quarter, inventories for the quarter have increase by
400k tons QoQ owing to lower export volumes and inventories build-up to
support the JMVL ramp-up. On a renewable energy front, the company has
till date commissioned ~800 MW and further ~200 MW is expected to be
operational by Q2FY26.
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JSW has retained its consolidated
production volume guidance of 30.5 MT
in FY26, while sales volumes are
expected to be 29.2 MT. Additionally,
sales volume is anticipated to increase in
Q2FY26, though net sales realisation is
likely to be moderated. On the raw
material cost front, coking coal prices are
expected to further decline by ~$5 per ton,
while iron ore prices may soften.
Additionally, JIMVL EBITDA is projected to
improve by <X1500/ton in the coming
quarters, driven by better operating
efficiency.

JSW has filed a review petition before
the Supreme court on 25% June’25
regarding the Court’s judgement dated
2 May’25, which rejected the
company’s NCLT approved acquisition
of BPSL. A status quo order was granted
on 26 May’25 for the same. However,
with the petition outcome still pending,
the 0.5 MTPA expansion at BPSL is
expected to be delayed.
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Key Tables and Charts

Q1FY26 Q1FY25 YoY (%)

Total Operating Income 43,147
Raw Material Expenses 22,997
Employee Expenses 1,318
Power & Fuel expenses 4,125
Other expenses 7,131
EBITDA 7,576
EBITDA Margin (%) 17.6
Other Income 350
Depreciation 2,537
Interest 2,217
Tax 863
PAT 2,209
Key Metrics

Standalone Numbers

Sales Volume (million tonne) 5.3
Blended Realisations (X/tonne) 60,101
EBITDA/tonne 10,618

Bhushan Power and Steel (BPSL)

Sales Volume (million tonne) 0.78
Blended Realisations (X/tonne) 64,077
EBITDA/tonne 9,744
JSW Vijaynagar Metallics (JMVL)

Sales Volume (million tonne) 0.79
Blended Realisations (X/tonne) 62,468
EBITDA/tonne 7,937
JSW Coated Products (JCW)

Sales Volume (million tonne) 1.10
Blended Realisations (X/tonne) 78,518
EBITDA/tonne 5,082

42,943

25,830

1,248
3,906
6,449

5,510

12.8
164
2,209
2,073
513
867

64,153

8,399

0.75
74,187
8,933

1.1
80,360
3,237

0.5

-11.0

5.6
5.6
10.6

375

473 bps
113.4
14.8

6.9

68.2
154.8

4.0
-13.6
9.1

-3.5
-2.3
57.0

Q4FY25 QoQ (%)

44,819

25,897

1,181
4,278
7,085

6,378

14.2
230
2,497
2,094
229
1,501

56,276

8,783

0.94
59,947
6,064

0.69

59,130
4,493

1.22
74,057
4,713

-1

1

1

3.7

1.2

1.6
3.6
0.6

8.8

333 bps

5

27
4

-1

6

7

2.2
1.6
5.9
6.9
7.2

8.8

7.0
6.9
0.7

5.6
6.7

9.8
6.0
7.8
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Comments
Topline degrew by 3.7% QoQ owing to 10.7% QoQ drop
in volumes due to plant maintenance shutdown.
RM costs declined by 11% QoQ owing to lower coking
coal prices on QoQ basis partly offest by higher fuel
consumption due to shutdowns

Power and fuel expense came in marginally lower.

Consequently, EBITDA witness an improvement by

18.8% QoQ with margins increasing by 333 bps QoQ.

Depreciation came in largely on expected lines.

PAT was up by 47.2% QoQ to X 2,209 crore

On standalone basis, volumes degrew by 8.8% QoQ to
5.3 MT due to plant maintenance shutdown.

Realisations increase by 6.8% QoQ owing to higher
domestic steel prices in the quarter.

EBITDA/ton rise by ~X1,835/ton QoQ owing to lower
coking coal cost aHowever, this was partly offset by
higher fuel cost related to plant maintenance shutdowns

Sales Volume at BPSL has increase by 4% YoY

EBITDA/ton rose sharply by 60% QoQ toX9,744

Sales Volume at JMVL increase by 14.5% QoQ owing to
ramp-up at new facilities at Vijayanagar plant

EBITDA/ton sharply increase by 77% QoQ to X7,937

Sales Volume at JCW marginally decline by 3.5% YoY

EBITDA/tonne has increase by 7.8% QoQ to X5,082/ton

Source: Company, ICICI Direct Research

Exhibit 2: Standalone Assumptions

FY22
16.5
71,969

Particulars

Sales Volume (MT)

Blended Realisations (X/tonne)
EBITDA/tonne (X/tonne)

FY19
15.8
48,977
11,746

FY20
15.1
42,642
8,306

FY21
14.9
47,532
12,943

19,3

02

FY23 FY24 FY25 FY26E FY27E
19.7 21.2 21.8 21.7 23.2
66,846 63,674 58,714 59,393 61,000
7,803 10,353 8,451 10,998 12,503

Source: Company, ICICI Direct Research

Exhibit 3: Change in Estimates

FY27E

. . FY26E
Change in estimates
Old New % Change Old
Total Op.Income 1,93,452 1,81,815 -6.0 2,13,254 2,
EBITDA 37,410 33,563 -10.3 42,633
Margins (%) 19.3 18.5 -88 bps 20.0
PAT 14,508 11,159 -23.1 18,180
EPS 59 46 -22.7 74

New % Change

07,393

41,119
19.8
16,549
68

Comments
We are marginally reducing our revenue estimates

-2.7  for FY27 considering domestic ASP's stabilize at
X53k/tonne
-3.6  Consequently, EBITDA estimates for FY27 has
-16 bps  been marginally trimmed by 3.6%.
-9.0
-8.5  Expecting JSW to report X 68 EPS in FY27E

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

Exhibit 4: Profit and loss statement X crore Exhibit 5: Cash flow statement X crore
(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E  FY27E
Net Sales 1,72,588 166,575 1,79,452 2,04,697 Profit after Tax 8812 3504 11,159 16,549
Other Operating Income 2418 2249 2364 2696 Add: Depreciation 8,172 9,309 10,145 10,996
Total Operating Income 1,75,006 1,68,824 1,81,815 2,07,393 (Inc)/decin Current Assets -4,752 551 -3,590 -7,769
Growth (%) 55 -35 7.7 14.1 Inc/(dec) in CL and Provisions -5,243  -1,192 3,400 7,041
Raw Material Expenses 1,01,678 99,142 99,611 1,13,813 Others 8,105 8,412 8,546 7,816
Employee Expenses 4,501 4,798 5,307 6,013 CF from operating activities 15,094 20,584 29,660 34,634
Other Operating Expense 40,501 41,980 43,335 46,448 (Inc)/dec in Investments -2,440 -7,971 2,400 -200
Total Operating Expenditure 1,46,770 1,45920 1,48,252 1,66,274 (Inc)/dec in Fixed Assets -23,180 -12,641 -20,000 -21,000
EBITDA 28,236 22,904 33563 41,119  Others 370 672 100 100
Growth (%) 52.2 -18.9 46.5 225 CF from investing activities -25,250 -19,940 -17,500 -21,100
Depreciation 8,172 9,309 10,145 10,996 Issue/(Buy back) of Equity 4 0 0 0
Interest 8,105 8,412 8,546 7,816 Inc/(dec) in loan funds 6,733 10,382 -2,000 -4,000
Other Income 1,004 694 722 687  Dividend & interest outgo -8,927 -10,197 -9,769  -9,284
PBT 12,963 5877 15594 22994  |nc/(dec) in Share Cap 0 0 0 0
Exceptional ltem -417 800 100 0 Others 3,980 108 0 0
Total Tax 4,407 1,586 4,341 6,438 CF from financing activities 1,790 293 -11,769 -13,284
PAT 8,812 3504 11,159 16,549  Net Cash flow -8,366 937 392 251
Growth (%) 112.6 -60.2 2185 48.3  QOpening Cash 20,714 12,348 13285 13,677
EPS R) 36.0 143 45.6 67.7  Closing Cash 12,348 13,285 13,677 13,927
Source: Company, ICIC| Direct Research Source: Company, ICICI Direct Research

(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Liabilities Per share data (})

Equity Capital 305 305 305 305 EPS 36.0 143 456 67.7
Reserve and Surplus 77,364 79,191 89,128 1,04,209 Cash EPS 69.5 52.4 87.1 112.6
Total Shareholders funds 77,669 79,496 89,433 1,04,514 BV 317.6 325.1 365.7 427.4
Total Debt 85575 95957 93,957 89,957 DPS 7.3 2.8 5.0 6.0
Deferred Tax Liability 9,659 9,510 9,510 9,510  Cash Per Share 40.5 43.6 44.8 45.7
Minority Interest / Others 7,451 9,127 9,327 9,527  Operating Ratios (%)

Total Liabilities 1,80,354 1,94,090 2,02,227 2,13,508  EBITDA Margin 16.1 136 185 19.8
Assets PAT Margin 5.0 2.1 6.1 8.0
Gross Block 1,56,608 1,77,918 198925 2,19,925  Inventory days 78.9 75.6 75.0 75.0
Less: Acc Depreciation 44,786 54,095 64,240 75236  Debtordays 15.7 18.2 18.0 18.0
Net Block 1,11,822 1,23,823 1,34,685 144,689  Creditordays 69.6 70.4 70.0 70.0
Capital WIP 29,676 21,007 20,000 20,000 ReturnRatios (%)

Total Fixed Assets 1,41,498 144,830 154685 164,689 RoE 110 5.1 126 15.8
Investments 7885 15860 13,460 13,660 RoCE 111 7.0 116 14.1
Inventory 37815 34956 37,359 42,615 RolC 145 8.8 14.2 17.1
Debtors 7,548 8,415 8966 10,228 Valuation Ratios (x)

Loans and Advances 4 2 2 2 P/E 28.7 72.2 22.7 153
Other Current Assets 6,816 8,259 8,895 10,146 EV/EBITDA 116 14.4 9.8 7.9
Cash 12,348 13,285 13,677 13927 EV/NetSales 1.9 20 18 16
Total Current Assets 64531 64917 68899 76918  MarketCap/Sales 1.4 1.5 14 12
Current Liabilities 33365 32,552 34,869 39,774  PricetoBook Value 33 3.2 28 24
Provisions 439 285 305 34g  Solvency Ratios

Current Liabilities & Prov 47844 46652 50,052 57,093  DebtEBITDA 3.0 4.2 28 22
Net Current Assets 16,687 18265 18847 19,825  Debt/Equity 11 12 11 09
Others Assets 14284 15135 15235 15335  CurrentRatio 1.5 1.6 1.6 1.6
Application of Funds 1,80,354 194,090 202,227 2,13508 QuickRatio 0.4 0.5 0.5 05
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%
’ =
1
ﬂl’c.lc.l' direct.com| No
fawasitom lﬂf‘!ﬂ'ﬂ 'FOHF-‘H}.‘!‘.’H’S BROKEH
ICICI Securities Ltd. |3 755 akming
b i Anatyst 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.
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which are available on www.icicibank.com.
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investing.
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