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    CMP: 86.15       RICH DIVIDENDS HAVE FINALLY STARTED FROM MASSIVE EXPANSION AND MODERNIZATION. 

Result Update | Metals | India Research 

Steel Authority of India Ltd.   

 We at NVS had recommended Steel Authority of India (SAIL), a listed MAHARATNA as a strong 

investment candidate in February 2017 at then prevailing price of Rs. 65.55 per share. The stock touched a 

high of Rs. 101.40 per share in January, 2018 thus registering a gain of over 54%. For full report please 

visit our website: http://trutechwebs.com/cs/nvs/module/upload/nvs/company/reports/report_64_1486361401.pdf 
 

 SAIL declared its Q3FY2018 performance on 8
th

 February, 2018 – Best Financial Performance in over 

10 Quarters, topline up by 21% to Rs. 15,324 Crs. (Rs. 12,619 Crs. in Q3FY2017), EBITDA had a 

phenomenal jump and stood at Rs. 1,571 Crs. (Rs. 35 Crs.) and PAT after exceptional item stood at 

Rs. 43 Crs. against a loss of Rs. 795 Crs.  

EBITDA/Tonne for Q3FY2018 is Rs. 4,162 which stands significantly higher than Rs. 107 per tonne 

in Q3FY2017 and 53% higher than Rs. 2,728 in Q2FY2018 on back of steady ramp up of production 

from its new mills, improvement in productivity, more value added products forming a part of the 

product mix and reduction in manpower cost. Company’s sales volume grew by 14% YoY, 

registering sales volume of 3.77MT as against 3.3MT reflecting an increase in market share in the 

domestic market aided by the strong upturn in the steel cycle globally.  
 

 For 9MFY2018 SAIL topline grew by 18% to Rs. 41,925 Crs. (Rs. 35,533 Crs.in 9MFY2017), 

EBITDA increased by whopping 356% to Rs. 2,560 Crs. (Rs. 562 Crs.) and Loss after exceptional 

item reduced to Rs. 1,297 Crs. against a loss of Rs. 2,062 Crs. on back of increase in sales volume by 

6% to 10.3MT (9.7MT). SAIL plans to sell 4.4MT in Q4FY2018 taking the total saleable steel 

volume to 14.7MT for the current fiscal year and further to 17.5MT in FY2019 and 20MT in 

FY2020. The massive expansion of capacities which is expected to be completed by March 2018 would 

inevitably lead to a ‘Quantum Jump in Production’. We believe on back of uptrend in steel cycle, steel 

prices hardening, coupled with strong volume growth in next 3-4 years from massive expansion and 

modernization “SAIL SHOULD BE OUTPERFORMER”. 
 

 SAIL is aggressively working on cost control such as reduction in coke rate, employee costs and 

reduction in the consumption of iron ore and this should result in significant ‘Margin Expansion’ in 

the coming quarters and coming years – “DERIVED FROM ANALYST CALL”  
 

 The steel prices in Q3FY2018 were higher than that of Q2FY2018. Prices substantially improved in 

January 2018 and is currently higher than the average steel price of the entire third quarter.  With steel 

prices firming up and with quantum jump in the saleable steel volume expected for the fourth 

quarter and FY2019, is advantageous to SAIL. With efforts to reduce the cost and boosting the 

profitability of the Company, we believe it will restore SAIL to its former glory. 
 

 In the post earnings call with the analysts, the management – Mr. Anil Chaudhary, CFO and 

Director (Finance) exuded huge confidence in the performance of SAIL in Q4FY2018 and FY2019 

and maintained a positive outlook for Indian steel sector citing the thrust from infrastructure, 

affordable housing and smart cities given in the Union Budget 2018-19, would further drive the 

demand for long steel in which SAIL has a dominant presence (almost 27% of SAIL’s product mix 

comprises of long products such as rails, wire rods, beams, pipes, TMT rebars and so on).  
 

 Currently the stock is trading in the range of Rs. 86-88 with a market cap less than Rs. 36,000 Crs. – i.e. 

USD 5.58 Billion (with expanded steel capacity of 21.4 MT - One of the largest steel producer in 

India) is available at an attractive price, considering huge potential emanating from the aggressive 

expansion and modernization which is expected to be completed by March 2018, steel prices 

substantially improving in fourth quarter, higher productivity, more value added products forming 

a part of the product mix, SAIL having dominant presence in long products, strong volume growth 

and higher share of exports in the total should augur well for SAIL in coming years. 

At CMP of Rs. 88.35 per share, the company is trading at a modest P/BV multiple of 1.02 times 

compared to its peers like JSW Steel (P/BV: 3.2x) and Tata Steel (P/BV: 2.03x).  
 

AT SAIL, THE TRANSFORMATION JOURNEY HAS JUST BEGUN AND SAIL SHOULD 

OUTPERFORM IN COMING QUARTERS AND COMING YEARS THEREBY 

RECLAIMING OLD GLORY.  

WE RECOMMEND STRONG ACCUMULATION ON SAIL AT EVERY DIPS. 

     ROBUST Q3 PERFORMANCE  

http://trutechwebs.com/cs/nvs/module/upload/nvs/company/reports/report_64_1486361401.pdf
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 Disclosures and Disclaimers: 

 

This report has been prepared and issued by NVS Wealth Managers Pvt. Ltd. "SEBI registered Investment Advisers". 
 

NVS Wealth Managers (NVS) is a subsidiary of NVS Brokerage Pvt. Ltd. (Stock Broking member of BSE & NSE, registered with SEBI). This report is prepared 

and distributed by NVS for information purposes only and neither the information contained herein nor any opinion expressed should be construed or deemed to be 

construed as solicitation or as offering advice for the purposes of the purchase or sale of any security, investment or derivatives. The information and opinions 

contained in the Report were considered by NVS to be valid when published. The report also contains information provided to NVS by third parties. The source of 

such information will usually be disclosed in the report. Whilst NVS has taken all reasonable steps to ensure that this information is correct, NVS does not offer any 

warranty as to the accuracy or completeness of such information. The ownership of any investment decision(s) shall exclusively vest with the investor after analyzing 

all possible risk factors and by exercise of his/her its independent discretion & NVS shall not be liable or held liable for any consequences thereof. . Prices are subject 

to market risks which may result in appreciation or depreciation of investments. Past performance is not necessarily indicative of future results. 
  

This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. 

Investors must undertake independent analysis with their own legal, tax and financial advisors and reach their own conclusion regarding the appropriateness of 

investing in any securities or investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not 

be realized. The reports issued from NVS are non-discretionary and non-participation basis. In no circumstances it is to be used or considered as an offer to sell or a 

solicitation of any offer to buy or sell the Securities mentioned in it. The information contained in the reports may have been taken from trade and statistical services 

and other sources, which we believe are reliable. NVS or any of its group/associate/affiliate companies do not guarantee that such information is accurate or complete 

and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice. 
 

Important: These disclosures and disclaimers must be read in conjunction with the report of which it forms part. Receipt and use of the report is subject to all aspects 

of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this report is available on request. 
 

Certifications: The analyst(s) who prepared this report hereby certifies that the views expressed in this report accurately reflect the analyst’s personal views about all 

of the subject issuers and/or securities, that the analyst/entity/associate have no known material conflict of interest, no financial interest and no part of the analyst’s 

compensation was, is or will be, directly or indirectly, related to the specific views or recommendations contained in this report. The analyst has not served as an 

officer, director or employee of the subject company. The analyst and related parties have not dealt in shares of the subject company before 30 days of the report 

being made public and will not deal for the next 5 days, as per SEBI (Research Analyst) Regulations, 2014. 
 

Independence: NVS has established information barriers between Research & other business groups. As a result NVS does not disclose certain client relationships 

with or compensation received from, subject issuers in these reports. NVS has not had an investment banking relationship with, and has not received any 

compensation for investment banking services from, the subject issuers in the past twelve (12) months, and NVS does not anticipate receiving or intend to seek 

compensation for investment banking services from the subject issuers in the next three (3) months. The analyst/ entity or its associates have not received any 

compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

The analyst/ entity has not managed or co-managed public offering of securities for the subject company in the past twelve months.  
 

The analyst or its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the report. The subject 

company is not and was not a client during twelve months preceding the date of distribution of the report. 
 

The analyst or NVS is not a market maker in the securities mentioned in this report, although it or its affiliates may hold either long or short positions in such 

securities. NVS or the analysts do not hold more than 1% of the shares of the company (ies) covered in this report at any time immediately preceding the date of 

publication of the report. However, NVS, associate companies and their clients might be holding this stock in their personal capacities.  

Suitability and Risks: This report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or particular 

requirements of any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors. . It is therefore 

important carefully/personally review your entire investment portfolio to ensure that it meets your investment goals and is well within your risk tolerance, including 

your objectives for asset and issuer diversification. 
 

The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, economic or political 

factors. Past performance is not necessarily indicative of future performance or results. 
 

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that NVS and the analyst believe to be reliable, but 

neither NVS nor the analyst represents or guarantees that the information contained herein is accurate or complete and it should not be relied upon as such. Opinions 

expressed herein are current opinions as of the date appearing on this material and are subject to change without notice. Furthermore, NVS is under no obligation to 

update or keep the information current. 
 

Copyright: The copyright in this report belongs exclusively to NVS. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or 

reproduction, in whole or in part, is permitted without NVS’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is 

reprinted in its entirety. 
 

Caution: Risk of loss in trading can be substantial. You should carefully consider whether trading is appropriate for you in light of your experience, objectives, 

financial resources and other relevant circumstances. 

Method: We have not rated the stock. 
 

Rating Scale: This is a guide to the rating system used by our team. Our rating system comprises six rating categories, with a corresponding risk rating. 
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