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Subsidiary businesses support core operations...

JSHL has two key subsidiaries viz. JSL Lifestyle and Jindal Stainless  JSHL is present in the B2C segment through its

Steelway. JSHL is present in the B2C segment through its subsidiary  sussidiary company JSL Lifestyle that is present in

company JSL Lifestyle which is present in various products from modular  various products  from  modular  kitchen,

kitchen, kitchenware, cooking utensils, etc. JSL Lifestyle works as a catalyst  kichenware, cooking utensils, etc

among designers, architects, fabricators and other professionals to provide

a range of technical support services and produces a wide range of stainless

steel products available worldwide. JSL Lifestyle has well-known brands like

‘Arttdinox’ and ‘ARC’. These brands were founded with the primary

objective of creating exclusive lifestyle stainless steel products. These

brands help the company to cater to the last mile requirements of

consumers. Arttdinox produces over six categories of designer SS products,

viz. home décor, bar range, dining range, beverage range and office

accessories. Apart from home applications, JSHL offers solutions for

airports, railways and other public places and has also designed an SS toilet JSL Lifestyle has well-known brands like ‘Arttdlinox;
under the Swachh Bharat drive. and ‘ARC". These brands were created with primary
objective of creating exclusive lifestyle stainless

JSHL's second subsidiary, Jindal Stainless Steelway is engaged in offering steel products

customised just in time services like slitting, cut to length, polishing, etc. It
is the domestic service arm of JSHL. It offers convenient, customised just-
in-time services at the doorsteps of its customers. The company is in the
business of processing and distribution of stainless steel, to serve its valued
customers with exact slit, cut-to-size, polished stainless steel sheets, coils
and blanks conforming to highest standards of processing tolerances. lIts
service centre facilities in Gurgaon, Mumbai, Vadodara and Chennai are
installed with state-of-the-art, high-end precision slitting, cut-to-length,
blanking, and polishing lines supplied by global leading equipment
manufacturers. The overall capacity of the processing lines i.e. slitting, cut-
to-length and polishing lines across the domestic network are 290,000,
160,000 & 10,000 tons per annum, respectively.
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Debt reduction drive to improve balance sheet...

Over the last few years, JSHL had focused on reducing its debt and We expect JSHL to reduce consolidated net
improving its balance-sheet position. JSHL has repaid loan to the tune of ¥ debt by T 656 crore in next three years
773 crore between FY18 and FY20. JSHL's consolidated net debt level has

reduced from ¥ 2919 crore at the end of FY18 to ¥ 2341 crore at the end of

FY19 and further to T 2147 crore at the end of FY20. The cash flows earned

over the last few years have been channelled to reducing debt levels. Going

forward also, we expect JSHL to continue with its debt reduction drive. We

expect JSHL to repay ¥ 656 crore of debt in the next three years (Debt

reduction of ¥ 97 crore in FY21E, ~ ¥ 296 crore in FY22E and ¥ 263 crore in

FY23E). We expect consolidated net debt to decline to ¥ 2147 crore at the

end of FY20, to ¥ 2050 crore at the end of FY21E, to ¥ 1754 crore at the end

of FY22E and further to ¥ 1491 crore at the end of FY23E. Hence, we expect

JSHL’s interest and finance cost to decline from ¥ 323 crore in FY20, to ¥ 306

crore in FY21E, to T 268 crore in FY22E and further to ¥ 241 crore in FY23E.

Exhibit 37: Trend in consolidated net debt
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Exhibit 38: Trend in interest & finance cost
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Valuation and Outlook

Going forward, we model sales volume of 550000 tonnes for FY21E, 605000
tonnes for FY22E and 620125 tonnes for FY23E. We model EBITDA/tonne of
T 13969/tonne for FY21E, ¥ 14285/tonne for FY22E and % 14428/tonne for
FY23E. Furthermore, we expect JSHL to repay debt to the tune of T 656 crore
in the next three years, thereby having a consolidated net debt position of
% 1491 crore at the end of FY23E (consolidated net debt of ¥ 2147 crore at
the end of FY20). We value the stock on SoTP basis and arrive at target price
of ¥ 170. We initiate coverage on the stock with a BUY recommendation.
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Financial story in charts (JSHL consolidated performance)

Exhibit 39: Trend in consolidated topline (in T crore)
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Exhibit 40: Trend in Consolidated EBITDA (in % crore)
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Exhibit 41: Consolidated PAT (in T crore)
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Exhibit 42: Consolidated EBITDA margin

10.1 1
10.0 10.0
10.0 We expect EBITDA margins to improve from 9.7% in
9.9 A FY2IE to 10.0% in FY22F and further to 10.1% in

9.7 FYZ3E

10.1

(in %)

9.8 -
9.7 A
9.6 -

9.5 T T T T 1
FY19 FY20 FY21E FY22E FY23E

—a&— EBITDA Margin

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 22



ﬂ Initiating Coverage | Jindal Stainless Hisar

Exhibit 43: Trend in standalone EBITDA/tonne
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Exhibit 44: Trend in sales volume
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Exhibit 45: Trend in RoCE & RoE
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Exhibit 46: SOTP Valuation

Particulars Units Mar-23E
Consolidated EBITDA < crore 1,023
Target EBITDA multiple X 4.5
Enterprise Value % crore 4602
Net Debt < crore 1491
Implied Equity Value of JSHL (a) < crore 3110
No.of Shares in JSL ( on Fully Diluted basis) in crore 52.6
CMP (JSL) in ¥/share 72
Market Cap of JSL (on Fully Diluted basis) in I/share 3784
32.02% stake of JSHL in JSL in % 1212
Holding Company Discount in % 25%
Implied Value of holding in JSL (b) % crore 909
SoTP value of JSHL (a+b) < crore 4019
No.of Shares(in ¥ crore) < crore 24
Target Price in ¥/share 170
CMP (JSHL) in ¥/share 139
Upside (in %) in % 22%

Source: Company, ICICI Direct Research, Bloomberg

Exhibit 47: Shareholding Pattern

(in %) Mar-20 Jun-20  Sep-20
Promoter 571.7 57.7 571.7
Others 42.3 42.3 42.3
Total 100.0 100.0 100.0

Source: Company, ICICI Direct Research

Exhibit 48: Valuation Matrix

Years Total Op Growth EPS Growth PE EV/EBITDA RoCE RoE

R cr) (%) (Rs) (%) (x) (x) (%) (%)
FY19 10,289 0.7 16.8 NA 8.3 5.4 17.6 208
FY20 9,379 88 17.0 1.2 8.2 5.8 143 175
FY21E 8,592 -84 12.6 259  11.0 6.4 116 114
FY22E 9,672 126  18.0 433 1.7 5.2 13.7 140
FY23E 10,094 4.4 20.7 148 6.7 4.7 140 138

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

Exhibit 49:Profit and loss statement % crore [ Exhibit 50:Cash flow statement < crore
(Year-end March) FY20 FY21E FY22E FY23E (Year-end March) FY20 FY21E FY22E FY23E
Total Operating Income 9379 8592 9672 10094 Profit/(Loss) after taxation 401 297 426 489
Growth (%) -9% -8% 13% 1% Add: Dep. & Amortization 295 293 301 314
Total Operating Expenditure 8444 7756 8706 9071 Net (Inc) / dec.in Current Asset -105 27 -292 -144
EBITDA 935 836 967 1023 Net Inc / (dec) in Current Liab. -94 -259 133 -47
Growth (%) -10% -171% 16% 6% CF from Operating Actv. 497 358 568 612
Interest & Finance Cost 323 306 268 241 (Inc)/dec in Investments -25 -15 -2 -40
Depreciation 295 293 301 314 (Inc)/dec in Fixed Assets -225 -250 -275 -300
Other Income 133 139 147 156 Others 0 0 0 0
PBT before Exceptional Item 451 376 544 624 CF from Investing Actv. -250 -265 -277 -340
Add/less: Exceptional items 20 0 0 0 Inc / (Dec) in Equity Capital 0 0 0 0
Share of profit from Associates 26 20 25 29 Inc / (Dec) in Loans -186 -100 -273 -283
PBT 497 397 569 653 Dividend & Dividend Tax 0 0 0 0
Total Tax 96 100 143 164 Others -53 4 5 -9
PAT 401 297 426 489 CF from Financing Actv. -240 -96 -268 -292
Growth (%) 1% -26% 43% 15% Net Cash flow 8 -3 23 -20
EPS 17 13 18 21 Opening Cash 26 34 30 53
Source: Company, ICICI Direct Research Closing Cash 34 30 53 33

Source: Company, ICICI Direct Research

Exhibit 51:Balance sheet < crore Exhibit 52:Key ratios Z crore

(Year-end March) FY20 FY21E FY22E FY23E (Year-end March) FY20 FY21E FY22E FY23E
Equity Capital 47 47 47 47 Per share data (%)
Reserve and Surplus 2249 2553 2987 3486 EPS 17.0 12.6 18.0 20.7
Total Shareholders funds 2296 2600 3034 3533 BV 97 110 129 150
Total Debt 2181 2081 1808 1525 DPS 0.0 0.0 0.0 0.0
Other Non-Current Liabilities 18 18 18 18 Cash Per Share 1.4 1.3 2.3 1.4
Deferred Tax Liability (net) 38 36 34 17 Operating Ratios (%)
EBITDA margins 10.0 9.7 10.0 10.1
Source of Funds 4532 4735 4894 5093 PBT margins 5.3 4.6 5.9 6.5
Net Profit margins 4.3 3.5 4.4 4.8
Gross Block - Fixed Assets 3880 4080 4305 4755 Inventory days 60 65 64 64
Accumulated Depreciation 1771 2064 2365 2679 Debtor days 29 30 30 30
Net Block 2108 2016 1939 2076 Creditor days 56 55 55 52
Capital WIP 107 157 207 57 Return Ratios (%)
Net Fixed Assets 2215 2172 2146 2133 RoE 17.5 11.4 14.0 13.8
Investments 647 662 664 704 RoCE 14.3 11.6 13.7 14.0
Inventory 1554 1530 1696 1770 RolC 14.4 1.7 13.9 14.1
Cash 34 30 53 33 Valuation Ratios (x)
Debtors 747 706 795 830 P/E 8.2 11.0 1.7 6.7
Loans & Advances & Other CA 1322 1359 1397 1432 EV / EBITDA 5.8 6.4 5.2 4.7
Total Current Assets 3657 3626 3941 4065 EV / Revenues 0.6 0.6 0.5 0.5
Creditors 1434 1295 1457 1438 Market Cap / Revenues 0.3 0.4 0.3 0.3
Provisions & Other CL 617 498 468 441 Price to Book Value 1.4 1.3 1.1 0.9
Total Current Liabilities 2052 1792 1926 1879 Solvency Ratios
Net Current Assets 1605 1833 2015 2186 Debt / Equity 0.9 0.8 0.6 0.4
Other Non-current assets 66 67 69 71 Debt/EBITDA 2.3 2.5 1.9 1.5
Current Ratio 1.8 2.0 2.0 2.2
Application of Funds 4532 4735 4894 5093 Quick Ratio 1.0 1.2 1.2 1.2

Source: Company, ICICI Direct Research, Total Shareholders Fund inclusive of non-

controlling interests.
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Risk & Concern....

Rising threat of imports....

Over the years, the key threat for the domestic stainless steel sector has
been higher imports. In FY19, India witnessed a sharp increase primarily
from countries such as Indonesia, South Korea, Japan, etc. Increase in
imports adversely impacts the demand prospects for domestic players.
Hence, imports of stainless steel from different countries remain a key
monitorable. If there is a sharp surge in imports, going forward, it may
adversely operational performance of domestic stainless steel companies.

Sharp volatility in raw material cost

Nickel is a key raw material used in stainless steel making process. JSL
generally has a raw material inventory for ~45 days but the prices of finished
stainless steel products are reviewed on a fortnightly basis. Generally, the
prices of finished stainless steel products are priced on the basis of nickel
content in it. In a scenario of stable price environment, JSL is able to recover
the nickel cost from the consumer with a lag. However, in a scenario of
falling and fluctuating nickel price environment, there has been an adverse
impact on company’s gross profit margins due to inventory related losses.

Slowdown in demand growth

We remain constructive on the longer term demand outlook for stainless
steel demand in India. We especially remain positive with respect to demand
from ABC and ART segment. However, the likelihood of a second wave of
Covid-19 possibly leading to localised and targeted lockdowns poses risks
to the outlook.
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Annexure
Company history

Jindal Stainless (JSL) set up its first plant in Hisar, Haryana [now part of
Jindal Stainless Hisar (JSHL)] in 1970. In 2004, the company planned to
double capacity through a greenfield plant in Jajpur, Odisha. The expansion
took place in two phases, wherein auxiliary facilities like ferro alloys, coke
oven and captive power plant were to be set up in phase 1 and while the 0.8
million tonnes per annum (MTPA) steel melting shop along with HR and CR
facilities were to be set up in phase 2.

However, the commission of phase 2 was delayed on account of deferral in
getting essential approvals and global financial crisis witnessed in 2008. This
adversely impacted its cash flow position, thereby resulting in company
going into corporate debt restructuring (CDR) process. Even after
commissioning of Phase 2, the company had to face challenging on account
slower ramp up of new the capacity (due to rising imports), delay in getting
clearance for the Railway siding, etc.

As the company’s financial situation continued the downward slide, the CDR
scheme was again reworked in 2012. In 2015, the company successfully
implemented the asset monetization plan (AMP), which has helped to
reduce debt and improve the overall creditworthiness of the company.
Under the AMP, JSL was demerged into four companies - JSHL, JSL, JUSL
(Jindal United Steel Ltd) and JCL (Jindal Coke Ltd).

Exhibit 53 : Holding structure post AMP

Asset Monetization Plan (AMP) |
srjgrtjg‘ss Jindal Jindal United Jindal Coke
Hisar Ltd Stainless Lid @ Steel Lid 26% Ltd
(SHL) {Jst) (JusL) ucy
Listed Unlisted
Entities Entities

* Hot strip Mill -
14,00,000 MTPA

+ Steel Melfing - 11,00,000 MTPA

= Cold Rolling Mill
A. CRAP* - 4,50,000 MTPA

= Ferro Alloys - 2,50,000 MTPA
+ Power Plant - 264 MW

* Integrated SS Facility -
8,00,000 MTPA

* Ferro Chrome
—40,000 MTPA

+ Coke Oven -
4,30,000 MTPA

*Cold Rolled Annealing Pickiing

Source: Company, ICICI Direct Research

Over the last two to three years, JSL ramped up its operations considerably.
Hence, because of the same, JSL has successfully exited the CDR. JSL is the
only steel company to have exited CDR in more than a decade and is back
on growth path with the ramp up of its stainless steel capacity. The exit is
with effect from March 31, 2019, and JSL received a letter from the
consortium of CDR lenders to mark the completion of the exercise. The
existing CDR lenders have realised the full recompense of about I 275 crore
in cash. Additionally, JSL has fully redeemed the outstanding optionally
convertible redeemable preference shares (OCRPS), which were issued to
the lenders in June 2017 and has paid around T 558 crore, taking the
aggregate realisation of lenders to around ¥ 833 crore.
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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%
‘ﬁICICI(mm‘[ com| 1 1 z
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a;ﬁmwaru 2012 A;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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