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April 29, 2021 

CMP: | 308    Target: | 340 (10%)     Target Period:  12  months  

Hindustan Zinc (HINZIN) 

 HOLD 

 

Performs well…. 

Hindustan Zinc (HZL) reported a healthy Q4FY21 performance, primarily on 

account of higher-than-expected sales volume. For the quarter, zinc sales 

volumes came in at ~198000 tonnes (up 14% YoY, 9% QoQ, higher than 

our estimate: 191813 tonnes), lead sales volume came in at ~62000 tonnes 

(up 29% YoY, 17% QoQ, higher than our estimate: 54575 tonnes) while 

silver sales volume came in at ~203000 kg (up 41% YoY, 11% QoQ, higher 

than our estimate: 187500 kg). Topline came in at | 6947 crore (up 58% YoY, 

15% QoQ), higher than our estimate of | 6435 crore. EBITDA came in at  

| 3875 crore (up 97% YoY, 19% QoQ), higher than our estimate of | 3594 

crore. EBITDA margin came in at 55.8%, in line with our estimate (EBITDA 

margin of 54.2% in Q3FY21, 44.7% in Q4FY20). HZL’s zinc cost of production 

(CoP) before royalty during quarter was at US$945/tonne per tonne  

(| 68969/tonne), down 5%YoY both in rupee, US dollar terms and flat QoQ 

(down 1% in rupee terms). Ensuing PAT for Q4FY21 was at | 2481 crore (up 

13% QoQ, 85% YoY), higher than our estimate of | 2353 crore. 

Healthy reserve base provides earnings visibility over long term  

HZL has a huge reserve base, which provides strong earnings visibility. 

During the year, total ore reserves increased from 114.7 million tonnes (MT) 

at the end of FY20 to 150.3 MT at the end of FY21 while mineral resources 

totalled 297.6 MT. Total R&R increased to 448 MT as HZL replenished more 

than it consumed during the year. Total contained metal in ore reserves is 

9.16 MT of zinc, 2.55 MT of lead and 295.5 million ounces of silver. The 

mineral resources contains 14.9 MT of zinc, 6.3 MT of lead and 618.7 million 

ounces of silver. At current mining rates, the R&R underpins metal 

production for more than 25 years. 

Outlook for FY22… 

Going ahead, HZL has guided that both mined metal and finished metal 

production in FY22E will be higher than FY21 and is expected to be ~1025-

1050 KT each. It has also guided that zinc CoP (before royalty) in FY22 will 

remain below US$1000/tonne. FY22E saleable silver production is expected 

to be higher than FY21 and is projected at ~720 tonnes. The project capex 

for FY22 is expected to be ~US$100 million. 

Valuation & Outlook 

Over the last few months, healthy traction was witnessed in zinc prices on 

the LME. The uptick in zinc prices augurs well for HZL. Going forward, we 

model EBITDA margin of 54.2% in FY22E and 55.2% in FY23E (FY21 EBITDA 

margin was at 51.6%). We value the stock at 7x FY23E EV/EBITDA (upward 

revised from 6x earlier) and arrive at a target price of | 340 (earlier target 

price of | 290), maintaining our HOLD rating on the stock. 

 

 

 

 

 
Key Financial Summary 

 

S13

| crore FY19 FY20 FY21 FY22E FY23E CAGR (from FY21-FY23E in %)

Total Operating income 21,118 18,561 22,629 27,288 30,230 15.6

EBITDA 10,670 8,847 11,672 14,794 16,693 19.6

PAT 7,956 6,805 7,980 9,954 11,465 19.9

EPS (|) 18.8 16.1 18.9 23.6 27.1

P/E (x) 16.4 19.1 16.3 13.1 11.4

EV/EBITDA (x) 10.6 12.3 9.9 7.5 6.2

RoE (%) 23.7 16.9 24.7 27.3 26.8

RoCE (%) 29.2 20.8 27.8 31.6 31.2
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

 | Crore

Market Capitalization 1,30,182     

Total Debt (FY21) 7,178          

Gross Cash and Eq. (FY21) 22,308        

EV 1,15,052     

52 week H/L (|) 334 / 164

Equity capital 845.1          

Face value (|) | 2
 

 

Price Performance 

 

Key Risks 

 Notable rise in zinc cost of production 

(CoP) 

 Significant rise in zinc, lead and silver 

prices 

 

Research Analyst 

Dewang Sanghavi 

dewang.sanghavi@icicisecurities.com 
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Exhibit 1: Variance Analysis 

Q4FY21 Q4FY21E Q4FY20 YoY (%) Q3FY21 QoQ (%) Comments

Total Operating Income 6947 6435 4391 58.2 6033 15.2 Topline came in higher than  our estimates

Other Income 295 400 470 -37.2 450 -34.4 Other income came in lower than our estimates

Total Operating expense 3072 2842 2427 26.6 2764 11.1

EBITDA 3875 3594 1964 97.3 3269 18.5 EBITDA came in higher than our estimates

EBITDA Margin (%) 55.8 55.8 44.7 1105 bps 54.2 159 bps EBITDA margin came in line with our estimates

Depreciation 696 675 553 25.9 639 8.9

Interest 131 175 16 0.0 135 -3.0

Exceptional item - 0 0 - - - 

PBT 3343 3144 1865 79.2 2945 13.5

Tax Outgo 862 791 526 - 745 - 

PAT 2481 2353 1339 85.3 2200 12.8 PAT came broadly in higher than our estimates

Key Metrics

Zinc sales (tonne) 1,98,000 191813 173000 14.5 1,82,000 8.8 Zinc sales volume came in higher than our estimate

Lead sales (tonne) 62,000 54575 48000 29.2 53,000 17.0 Lead sales volume came in higher than our estimates

Silver sales (kg) 2,03,000 187500 144000 41.0 1,83,000 10.9 Silver sales volume came in higher than our estimates

Source: Company, ICICI Direct Research  
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Conference Call Highlights 

 HZL’s zinc cost of production (CoP) before royalty during quarter 

was at US$945/tonne per tonne (| 68969/tonne), down 5%YoY both 

in rupee and US dollar terms and flat sequentially (down 1% in rupee 

terms). The YoY decline in CoP is primarily due to higher volume, 

lower power costs, higher sulphuric acid credits and lower cement 

costs partly offset by higher met coke and diesel costs 

 For the full year, CoP excluding royalty was $954 (|70,681), lower by 

9%YoY (5% lower in rupee terms). The full year CoP decrease 

reflects higher production volume, lower met coke & power costs, 

lower cement costs partly offset by higher diesel costs and Covid-

related donations 

 HZL has guided that both mined metal and finished metal 

production in FY22E will be higher than FY21 and is expected to be 

~1025-1050 KT each 

 HZL has also guided that zinc CoP (before royalty) in FY22 is 

expected to remain below US$ 1000/tonne 

 FY22E saleable silver production is expected to be higher than FY21 

and is projected at ~720 tonnes 

 The project capex for FY22 is expected to be ~US$100 million. 

Maintenance capex for FY22 is expected to be ~US$150-200 million. 

Subsequently total capex for FY22 (growth capex + maintenance 

capex combined) is expected to ~US$250-300 million 
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Source: Company, ICICI Direct Research 

Exhibit 4: Lead sales volume and realisation trend… 

Source: Company, ICICI Direct Research 

Exhibit 5: Silver sales volume and realisation 

Source: Company, ICICI Direct Research 

Exhibit 6: Valuation Matrix 

Years Total Op Income Growth EPS  Growth PE EV/EBITDA RoNW RoCE 

(| cr) (%) (Rs) (%) (x) (x) (%) (%)

FY18 22084 27.9 22.0 11.5 14.0 8.8 25.8 34.0

FY19 21118 -4.4 18.8 -14.2 16.4 10.6 23.7 29.2

FY20 18561 -12.1 16.1 -14.5 19.1 12.3 16.9 20.8

FY21 22629 21.9 18.9 17.3 16.3 9.9 24.7 27.8

FY22E 27288 20.6 23.6 24.7 13.1 7.5 27.3 31.6

FY23E 30230 10.8 27.1 15.2 11.4 6.2 26.8 31.2

Source: Company, ICICI Direct Research 
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Zinc sales volume is expected to grow at a CAGR of 

~11% during FY21-FY23E 

Lead sales volume is expected to grow at a CAGR of 

~10% during FY20-FY23E 

Silver sales volume is expected to grow at a CAGR 

of ~4% during FY20-23E 

Financial story in charts 

Exhibit 3: Zinc sales volume and realisation trend 
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Exhibit 7: Price Performance 

Source: Bloomberg, Company, ICICI Direct Research 

Exhibit 8: Shareholding Pattern 

(in %) Sep-20 Dec-20 Mar-21

Promoter 64.9 64.9 64.9

Others 35.1 35.1 35.1

Total 100.0 100.0 100.0

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 9: Profit and loss statement    | crore 

(Year-end March) FY20 FY21 FY22E FY23E

Total Operating Income 18561 22629 27288 30230

Growth (%) -12 22 21 11

Total Operating Expend. 9,714 10,957 12,494 13,538

EBITDA 8,847 11,672 14,794 16,693

Growth (%) -17 32 27 13

Depreciation 2,279 2,531 2,656 2,862

Interest 112 386 300 260

Other Income 1,934 1,819 1,650 1,750

PBT 8,390 10,574 13,488 15,321

Exceptional Item 0 0 0 0

Total Tax 1,585 2,594 3,534 3,856

PAT 6,805 7,980 9,954 11,465

Growth (%) -14 17 25 15

EPS (|) 16.1 18.9 23.6 27.1

Source: Company, ICICI Direct Research 

Exhibit 10: Cash flow statement   | crore 

(Year-end March) FY20 FY21 FY22E FY23E

Profit after Tax 6,805 7,980 9,954 11,465

Add: Depreciation 2,279 2,531 2,656 2,862

(Inc)/dec in Current Assets 145 1,106 -546 -423

Inc/(dec) in CL and Provisions -261 182 805 700

Others 0 0 0 0

CF from operating activities 8,968 11,799 12,869 14,603

(Inc)/dec in Investments -841 7,372 -5,000 -6,000

(Inc)/dec in Fixed Assets -4,203 -2,305 -2,250 -2,500

Others 0 0 0 0

CF from investing activities -5,044 5,067 -7,250 -8,500

Issue/(Buy back) of Equity 0 0 0 0

Inc/(dec) in loan funds -1,927 6,567 0 0

Dividend paid & dividend tax -8,156 -8,999 -5,070 -5,070

Inc/(dec) in Share Cap 0 4 -790 0

Others 8,056 -6,978 0 0

CF from financing activities -2,027 -9,406 -5,860 -5,070

Net Cash flow 1,897 7,460 -241 1,033

Opening Cash 23 1,918 9,376 9,135

Closing Cash 1,918 9,376 9,135 10,168

Source: Company, ICICI Direct Research 

Exhibit 11: Balance sheet   | crore 

Source: Company, ICICI Direct Research 

Exhibit 12: Key ratios    | crore 

(Year-end March) FY20 FY21 FY22E FY23E

Per share data (|)

EPS 16.1 18.9 23.6 27.1

Cash EPS 21.5 24.9 29.8 33.9

BV 95.4 76.5 86.2 101.3

DPS 16.5 21.3 12.0 12.0

Cash Per Share (Incl Invst) 52.7 52.9 64.1 80.8

Operating Ratios (%)

EBITDA Margin 47.7 51.6 54.2 55.2

PBT / Total Op. income 45.2 46.7 49.4 50.7

PAT Margin 36.7 35.3 36.5 37.9

Inventory days 33 27 20 20

Debtor days 8 7 8 8

Creditor days 29 25 25 25

Return Ratios (%)

RoE 16.9 24.7 27.3 26.8

RoCE 20.8 27.8 31.6 31.2

Valuation Ratios (x)

P/E 19.1 16.3 13.1 11.4

EV / EBITDA 12.3 9.9 7.5 6.2

EV / Net Sales 5.8 5.1 4.0 3.4

Market Cap / Sales 7.0 5.8 4.8 4.3

Price to Book Value 3.2 4.0 3.6 3.0

Solvency Ratios

Debt/EBITDA 0.1 0.6 0.5 0.4

Debt / Equity 0.0 0.2 0.2 0.2

Current Ratio 1.0 0.7 0.7 0.7

Quick Ratio 0.6 0.5 0.5 0.5

Source: Company, ICICI Direct Research 

(Year-end March) FY20 FY21 FY22E FY23E

Liabilities

Equity Capital 845 845 845 845

Reserve and Surplus 39,465 31,468 35,562 41,957

Total Shareholders funds 40,310 32,313 36,407 42,802

Total Debt 611 7,178 7,178 7,178

Total Liabilities 40,921 39,491 43,585 49,980

Assets

Gross Block 25,647 28,517 32,189 34,689

Less: Acc Depreciation 9,178 11,709 14,365 17,227

Net Block 16,469 16,808 17,824 17,463

Capital WIP 2,489 1,922 500 500

Total Fixed Assets 18,958 18,730 18,324 17,963

Investments 20,329 12,957 17,957 23,957

Inventory 1,835 1,425 1,535 1,744

Trade receivables 401 406 592 656

Other Current Assets 3,534 2,833 3,083 3,233

Cash 1,918 9,376 9,135 10,168

Total Current Assets 7,689 14,040 14,345 15,801

Trade payables 1,488 1,545 1,850 2,050

Other current liabilities 4,566 4,691 5,191 5,691

Provisions 0 0 0 0

Current Liabilities & Prov 6,054 6,236 7,041 7,741

Net Current Assets 1,634 7,804 7,304 8,060

Application of Funds 40,921 39,491 43,585 49,980
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Exhibit 13: ICICI Direct coverage universe (Metals and Mining) 

CMP TP M Cap

(|) (|) Rating (| Cr) FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E

Coal India 129 140 Hold 79765 20.3 21.0 22.7 6.5 6.3 5.9 3.7 4.1 4.3 39.6 35.6 33.0 33.6 30.3 28.2

Hindalco 363 390 Buy 81442 31.9 35.1 40.4 10.4 9.4 8.2 7.2 6.7 5.9 9.2 9.7 10.5 11.1 11.0 11.3

Hind Zinc 308 340 Hold 130182 18.7 23.6 27.2 15.0 12.0 10.4 9.2 7.0 5.8 27.3 30.4 30.1 25.1 27.5 26.9

JSW Steel 662 675 Hold 160008 32.9 59.2 62.7 20.3 11.2 10.6 10.8 7.2 6.4 13.4 20.1 20.4 17.9 24.5 20.7

NMDC 148 125 Hold 43270 17.1 11.9 3.7 6.6 9.5 8.2 4.7 5.6 5.0 21.4 13.2 14.0 16.7 10.9 11.9

Ratnamani 1936 1900 Buy 9048 49.4 64.5 79.2 32.9 25.2 20.5 22.6 16.8 13.9 16.2 19.6 21.6 12.3 14.1 15.8

Graphite 

Ind.

705 825 Buy 13784 3.0 55.0 84.0 224.0 12.6 8.2 NA 9.1 4.6 -5.4 19.0 25.2 1.3 19.3 23.4

Tata Steel 971 1150 Buy 116194 73.3 132.6 129.9 13.3 7.4 7.5 6.6 5.4 5.4 11.6 13.6 12.1 10.6 15.7 12.7

Sail 103 130 Buy 42746 9.0 15.0 17.0 10.7 6.6 6.0 6.0 5.2 4.6 11.2 12.2 12.3 9.3 12.7 12.5

Jindal 

Stainless

87 90 Buy 3861 2.8 7.1 9.2 26.6 10.5 8.1 6.7 5.1 4.5 10.7 14.9 16.4 4.8 10.9 12.4

Jindal 

Stainless 

Hisar

158 170 Buy 3242 13.0 18.0 21.0 10.9 7.6 6.6 6.3 5.2 4.6 11.6 13.7 14.0 11.4 14.0 13.8

EV/EBITDA (x) ROCE(%) ROE(%)EPS (|) P/E (x)

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% 
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