Godawari Power & Ispat — Trading Buy

Business Overview

Godawari Power & Ispat (GPIL) is a fully backward-integrated steel company with
strong presence across the value chain—from operating captive iron-ore mines to
manufacturing and selling value-added steel products. The company is one of the
largest pellet manufacturers in India and India’s only manufacturer of high-grade
pellets. GPIL has facilities in Chhattisgarh with two iron-ore mines. In addition to
pellets, GPIL manufactures sponge iron, long steel products, ferro alloys and green
energy.

Investment Rationale

e Weak dollar index — A historically weak DXY led to a rally in commodities,
including iron ore, barring a few instances wherein iron ore fundamentals
were weak. We expect the prices of iron ore pellets to bottom out in
Q3FY23 and realisation of INR 10,000 in FY24E (spot INR 8,500).

e Chinairon ore port inventory — China’s iron ore inventory is below the 12-
month average due to the restrictions induced by COVID-19 and subdued
pricing environment for steel. We expect the iron ore inventory in Chinese
ports to build up following the lockdown, thus boosting iron ore and pellet
prices.

e Fungible, highly profitable production mix — Following the export duty
imposed on iron ore pellets (0%-45%), GPIL ramped up the domestic sales
of sponge iron ore and billets (up 112% and 23% in H1FY23 vs. H1FY22),
which compensated for the weak pellet exports. In addition, captive iron
ore and coal mines led to top quartile profitability in every product.

e Growth at reasonable valuation — We expect the FY24 EBITDA and cash
flow to be INR 1,700cr and INR 1,100cr, respectively, and cash balance to
be INR 930cr, suggesting 2.2x/4x EV/EBITDA and EV/OCF, which is
undemanding valuation. Furthermore, the FY24E cash balance will be 20%
of the Mcap.

Risks

e Extension of the COVID-19-led lockdown in China, which may not improve
global iron ore prices.

e Weak global sentiment beyond C2Y23, which can suppress the overall
commodity demand and prices.

e  Our FY24E numbers are based on pellet price of INR 10,000/T, and any
change in the pricing can alter EBITDA/OCF/cash on hand numbers.

Financial Summary
INR Cr FY20 FY21 FY22E FY23E FY24E

Sales 3,289 4,072 5,399 5,187 6,212
EBITDA 614 1,229 1,850 1,285 1,718
PAT 177 655 1,467 878 1,203
EPS (INR) 25 94 111 59 80
P/E (x) 14 4 3 6 4
ROCE 12% 26% 43% 23% 26%
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QUICK DATA

Face Value (INR) 5
Div. Yield (%) 3.94
No of shares ('cr) 14.1
52-week High/Low (INR) 223 /498
NSE Symbol GPIL
BSE Code 532734
Bloomberg Code GPDPI
Market cap (INR Cr) 4,709
SHAREHOLDING PATTERN (%)
Promoters 67.50%
Flls 2.53%
MFs & DllIs 0.00%
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Story in Charts
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Godawari Power PAT/NW  Multiple Equity Per Share

CMP 342|P/BV 3.5[Core 1718 4.0 6873 488

Book value 98|P/E 4|Debt (886) (63)

Facevalue 5|RONW 37%

Mcap Rscr. 4820|ROCE 26%(0/S 14 550

Potential Upside 61%|EPS CAGR -15%|Upside 61%

ShareHolding 4QFY22 1QFY23

Promoter 68% 68% 68%

FlI 2% 2% 3%

MF/Fl/Ins 0.2% 0.4% 0.5%

Public 30% 30% 30%

Pledge 1% 0% 0%

Income Statement (Cost) Cash Flow Statement

Rs.Cr. FY20 Fy21 FY22 FY23E FY24E Rs.Cr. FY20 Fy21 FY22 FY23E FY24E

Sales 3289 4072 5399 5187 6212 |APAT 0 0 1467 825 1131

COGS 2675 2843 3550 3902 4493 [Depriciation 0 0 105 108 133

EBITDA 614 1229 1850 1285 1718 |Non Cash Adj 0 0 0 0 0

margin% 19% 30% 34% 25% 28%|Change In WC 0 0 (306) 137 (169)

Other Income 7 34 193 69 63|Operating CF 551 969 1265 1071 1096

Interest 212 154 20 43 0

Depriciation 137 138 105 108 133]Investing CF (150) (62) 564 (500) (500)

PBT 273 971 1918 1203 1648|Fixed Asset 0 0 526 (500) (500)

Tax 95 316 451 325 445]Investment 0 0 38 0 0

Tax Rate 35% 33% 24% 27% 27%

PAT 177 655 1467 878 1203 |Financing CF (401) (900) (707) (620) (196)

Ext Item (6) 0 0 0 0 [Debt 0 0 (468) (428) 0

Minority Interest 10 16 1 53 72 |Equity 0 0 (468) (428) 0

Profit from Asso/Sub 0 0 0 0 0 |Dividend 0 0 (323) (196) (196)

APAT 173 638 1467 825 1131|Changein Cas (0) 6 1122 (49) 399

EPS (Core) 25 94 111 59 80|Cash at Beg 2 2 60 575 525

BV 202 298 252 282 351|Cash at End 2 9 575 525 925

Balance Sheet Margin, Ratios and Growth Matrix

Rs.Cr. FY20 FY21 FY22 FY23E FY24E FY20 FY21 FY22 FY23E FY24E

Source of Fund 3215 3022 3910 4198 5235 |EBITDA % 19% 30% 34% 25% 28%

Equity 34 34 66 70 70 [PAT% 5% 16% 27% 16% 18%

Researve 1344 2001 3247 3906 4870 [RONW 37% 55% 23% 25%

Share Warrant 0 0 0 0 0[(ROCE 26% 43% 23% 26%

Networth 1378 2036 3312 3976 4941 |P/E 14 4 3 6 4

Minority 125 72 130 183 255 |P/BV 2 1 1 1 1

Debt 1712 914 468 39 39 [EV/EBITDA 10.6 4.6 2.5 3.4 23

Secured 1695 896 421 0 0 |D/E 1.2 04 0.1 0.0 0.0

UnSecured 17 17 47 39 39 |Sales Growth 23.8% 32.6% -3.9% 19.8%
EPS Growth 270% 19% -47% 37%

Application of Fund 3215 3022 3910 4198 5235

GrossBlock 2899 2690 2164 2664 3164 [Production Mix

Depriciation 630 677 635 743 876 [litie s FY20 FY21 FY22 FY23E FY24E

Net Block 2269 2013 1530 1921 2288 |lron ore 1.7 1.7 2.3 2.8 2.9

CWIP 137 144 643 725 828 |[Pillet Sales 13 1.5 2.3 2.6 2.8
Pillet ASP/T 7091 8607 12087 8821 10000

Good Will 0 0 0 0 0

Investment 123 277 239 239 239

Cash 29 60 575 525 925

Net CA ex Cash 683 684 990 853 1021

Net Deff Ass (27) (157) (66) (66) (66)
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Disclaimer

Edelweiss Broking Limited ("EBL" or "Research Entity") is regulated by the Securities and Exchange Board of India ("SEBI") and is licensed to carry on the business of broking,
depository services and related activities. The business of EBL and its associates are organized around five broad business groups — Credit including Housing and SME
Finance, Commodities, Financial Markets, Asset Management and Life Insurance. There were no instances of non-compliance by EBL on any matter related to the capital
markets, resulting in significant and material disciplinary action during the last three years. This research report has been prepared and distributed by Edelweiss Broking
Limited ("Edelweiss") in the capacity of a Research Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No. INHO00000172.

Broking services offered by Edelweiss Broking Limited under SEBI Registration No.: INZ000005231 (Member of NSE, BSE, MCX and NCDEX). EBL CIN:
U65100GJ2008PLC0O77462. Research services offered by Edelweiss Broking Ltd. under SEBI Registration No. INHO00000172. Depository Participant SEBI Registration No.:
IN-DP-656-2021 with NSDL having DP ID: IN302201 & IN303719 and with CDSL having DP ID: 12032300. Investor grievance resolution team: 040-41151621; Email ID:
Helpdesk@edelweiss.in (for trading related) and dpservicesebl@edelweiss.in (for demat related). Name of the Compliance Officer for Trading & DP - Mr. Pranav Tanna,
Email IDs: complianceofficer.ebl@edelweissfin.com / ebl.dpcompliance@edelweissfin.com. Edelweiss Broking Ltd. also acts in the capacity of distributor for Products such
as OFS, Mutual Funds and NCD etc

Corporate Office: Edelweiss House, Off CST Road, Kalina, Mumbai - 400098, Contact 18001023335 / (022)-42722200 / 022-40094279.

This Report has been prepared by Edelweiss Broking Limited in the capacity of a Research Analyst having SEBI Registration No.INHO00000172 and distributed as per SEBI
(Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation
of any transaction. The information contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only and
is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each
recipient of this report should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred
to in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment
discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on
directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or
use would be contrary to law, regulation or which would subject EBL and associates / group companies to any registration or licensing requirements within such jurisdiction.
The distribution of this report in certain jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions.
The information given in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This
information is subject to change without any prior notice. EBL reserves the right to make modifications and alterations to this statement as may be required from time to
time. EBL or any of its associates / group companies shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in
the information contained in this report. EBL is committed to providing independent and transparent recommendation to its clients. Neither EBL nor any of its associates,
group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue
or lost profits that may arise from or in connection with the use of the information. Our proprietary trading and investment businesses may make investment decisions
that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements
incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The information
provided in these reports remains, unless otherwise stated, the copyright of EBL. All layout, design, original artwork, conce pts and other Intellectual Properties, remains
the property and copyright of EBL and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright
holders.

EBL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in
the system, break down of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the EBL
to present the data. In no event shall EBL be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or
expenses arising in connection with the data presented by the EBL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive
this report at the same time. We will not treat recipients as customers by virtue of their receiving this report.

EBL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and
buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such
company(ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of
research report or at the time of public appearance. EBL may have proprietary long/short position in the above mentioned scrip(s) and therefore should be consid ered as
interested. The views provided herein are general in nature and do not consider risk appetite or investment objective of any particular investor; readers are requested to
take independent professional advice before investing. This should not be construed as invitation or solicitation to do business with EBL.

EBL or its associates may have received compensation from the subject company in the past 12 months. EBL or its associates may have managed or co-managed public
offering of securities for the subject company in the past 12 months. EBL or its associates may have received compensation for investment banking or merchant banking or
brokerage services from the subject company in the past 12 months. EBL or its associates may have received any compensation for products or services other than
investment banking or merchant banking or brokerage services from the subject company in the past 12 months. EBL or its associates have not received any compensation
or other benefits from the Subject Company or third party in connection with the research report. Research analyst or his/her relative or EBL’s associates may have financial
interest in the subject company. EBL, its associates, research analyst and his/her relative may have other potential/material conflict of interest with respect to any
recommendation and related information and opinions at the time of publication of research report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can be volatile and are subject to large
fluctuations; ( i) the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in
equity and debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the
value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume
currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
EBL has financial interest in the subject companies: No
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Disclaimer

EBL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of
publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the
date of publication of research report: No

EBL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research
report: No
Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by EBL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three
years.
A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Additional Disclaimer for U.S. Persons

Edelweiss is not a registered broker — dealer under the U.S. Securities Exchange Act of 1934, as amended (the“1934 act”) and under applicable state laws in the United
States. In addition Edelweiss is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the
1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any brokerage and investment
services provided by Edelweiss, including the products and services described herein are not available to or intended for U.S. persons.

This report does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services and/or shall not
be considered as an advertisement tool. "U.S. Persons" are generally defined as a natural person, residing in the United States or any entity organized or incorporated
under the laws of the United States. US Citizens living abroad may also be deemed "US Persons" under certain rules.

Transactions in securities discussed in this research report should be effected through Edelweiss Financial Services Inc.

Additional Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to
investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including
high net worth companies and unincorporated associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together
being referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates
is available only to relevant persons and will be engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research
report or any of its contents. This research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Additional Disclaimer for Canadian Persons

Edelweiss is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer registration
requirements under such law. Accordingly, any brokerage and investment services provided by Edelweiss, including the products and services described herein, are not
available to or intended for Canadian persons.

This research report and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or
investment services.

Disclosures under the provisions of SEBI (Research Analysts) Regulations 2014 (Regulations)

Edelweiss Broking Limited ("EBL" or "Research Entity") is regulated by the Securities and Exchange Board of India ("SEBI") and is licensed to carry on the business of broking,
depository services and related activities. The business of EBL and its associates are organized around five broad business groups — Credit including Housing and SME
Finance, Commodities, Financial Markets, Asset Management and Life Insurance. There were no instances of non-compliance by EBL on any matter related to the capital
markets, resulting in significant and material disciplinary action during the last three years. This research report has been prepared and distributed by Edelweiss Broking
Limited ("Edelweiss") in the capacity of a Research Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No.INHO00000172.
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