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NMDC
Stock to trade at higher multiples

= Iron ore prices are rising and may stay above the current levels. The uptrend
is likely to result in higher FY25F/26F realization of ~Rs5,500-5,750/t.

m We estimate EPS of Rs22.4/Rs27.2/Rs30.7 for FY24F/25F/26F, respectively.

m We value the stock at 6.5x FY26F EV/EBITDA and introduce a new target price
of Rs319 (Rs220 earlier).

Indian iron ore prices to rise

Indian iron ore prices are witnessing an upward trend. Most merchant miners are not able
to even export the iron ore (after a 30% export duty on iron ore grade above 58%), let alone
sell in the domestic market. The crazy bidding, at premiums close to 100% of Indian Bureau
of Mines’ (IBM) prices, have rendered these players unviable even when it comes to
captive usage of iron ore. While NMDC is likely to ramp up its production, it's not enough
to meet the requirements of the market in sufficient quantity. Please note that our
calculations indicate that the worst of the iron ore inventory scenario is over and hence, it's
unlikely that the government of India will discourage ore/pellet exports. We have already
highlighted in our sector report that Indian iron ore prices are on an upward trajectory.
Prices will remain firm unless we see a dramatic collapse in global iron ore prices to US$50-
60/t levels (which is unlikely, in our view). The depreciating yuan and Chinese penchant to
keep export volume up will lead to pressure on global steel prices but make its steel
production viable.

Upward volume trajectory

NMDC has received the Environmental Clearance (EC) for an additional 3mt of production
capacity. This year, if the operations commence this month, more than 2mt can be easily
added. Additionally, a 2mt capacity upgrade project at Bacheli in Chhattisgarh is set to be
commissioned this month, contributing 1.5mt. In the light of these developments, NMDC
has given production range guidance of 47-49mt this year, potentially reaching 50mt, with
the expectation of topping 50mt next year. However, we have estimated 48mt of production
for FY25F and 52mt for FY26F.

Raise our target price to Rs319; reiterate ADD rating

We estimate EPS of Rs27.2/Rs30.8 for FY25F/26F, respectively. For FY25F/26F, we have
factored in realization at Rs5,500/Rs5,750, respectively, because of higher iron ore prices
followed by increased volume. We have increased our valuation of the stock to 6.5x Sep
FY26F EV/EBITDA and reiterate ADD rating on it with a higher target price of Rs319
(Rs220 earlier). Downside risk: A drop in iron ore prices could result in lower EPS and, as
a result, a lower stock price.

Financial Summary Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Revenue (Rsm) 259,648 176,669 225,000 264,000 299,000
Operating EBITDA (Rsm) 126,253 60,561 82,993 100,064 114,452
Net Profit (Rsm) 94,428 55,224 65,727 79,837 90,102
Core EPS (Rs) 32.2 15.8 22.4 27.2 30.7
Core EPS Growth 55.0% (51.0%) 42.1% 21.5% 12.9%
FD Core P/E (x) 8.36 14.30 12.01 9.89 8.76
DPS (Rs) 55 5.3 6.7 8.2 9.2
Dividend Yield 2.04% 1.97% 2.50% 3.04% 3.43%
EV/EBITDA (x) 5.69 11.80 7.99 6.16 4.90
P/FCFE (x) 83.09 12.32 12.08 14.13 11.73
Net Gearing (34.4%) (29.7%) (43.4%) (50.3%) (56.4%)
P/BV (x) 4.42 3.54 2.93 2.43 2.03
ROE 39.6% 23.0% 26.7% 26.8% 25.2%
% Change In Core EPS Estimates 6.54% 6.26%

InCred Research/Consensus EPS (x)
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Profit & Loss
(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Total Net Revenues 259,648 176,669 225,000 264,000 299,000
Gross Profit 266,207 175,366 223,650 262,560 297,440
Operating EBITDA 126,253 60,561 82,993 100,064 114,452
Depreciation And Amortisation (2,869) (3,354) (3,381) (3,982) (4,296)
Operating EBIT 123,384 57,207 79,612 96,081 110,156
Financial Income/(Expense) (391) (752)
Pretax Income/(Loss) from Assoc.
Non-Operating Income/(Expense) 7,185 7,479 11,010 13,990 14,065
Profit Before Tax (pre-El) 130,179 63,933 90,623 110,072 124,220
Exceptional Items 12,373
Pre-tax Profit 130,179 76,306 90,623 110,072 124,220
Taxation (35,751) (21,082) (24,896) (30,235) (34,119)
Exceptional Income - post-tax
Profit After Tax 94,428 55,224 65,727 79,837 90,102
Minority Interests
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 94,428 55,224 65,727 79,837 90,102
Recurring Net Profit 94,428 46,269 65,727 79,837 90,102
Fully Diluted Recurring Net Profit 94,428 46,269 65,727 79,837 90,102
Cash Flow
(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
EBITDA 126,253 60,561 82,993 100,064 114,452
Cash Flow from Invt. & Assoc.
Change In Working Capital (46,825) 20,062 (1,771) (7,982) (7,146)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense 6,868 1,661 17,957 (32) (34)
Other Operating Cashflow 2,914 15,327 11,080 14,060 14,134
Net Interest (Paid)/Received (391) (752)
Tax Paid (43,478) (20,685) (24,896) (30,235) (34,119)
Cashflow From Operations 45,341 76,173 85,362 75,875 87,287
Capex (30,327) (14,049) (20,000) (20,000) (20,000)
Disposals Of FAs/subsidiaries
Acg. Of Subsidiaries/investments (24,133) 9,980
Other Investing Cashflow 4,198 5,583
Cash Flow From Investing (50,262) 1,514 (20,000) (20,000) (20,000)
Debt Raised/(repaid) 14,423 (13,623)
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid (43,195) (10,993) (19,739) (23,972) (27,051)
Preferred Dividends
Other Financing Cashflow (389) (750)
Cash Flow From Financing (29,161) (25,366) (19,739) (23,972) (27,051)
Total Cash Generated (34,082) 52,321 45,623 31,903 40,236
Free Cashflow To Equity 9,502 64,064 65,362 55,875 67,287
Free Cashflow To Firm (4,530) 78,439 65,362 55,875 67,287
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Balance Sheet

(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Total Cash And Equivalents 79,394 70,480 120,947 167,850 223,086
Total Debtors 29,543 26,560 33,826 39,689 44,951
Inventories 21,252 26,606 33,884 39,758 45,029
Total Other Current Assets 26,636 33,962 33,962 33,962 33,962
Total Current Assets 156,825 157,609 222,620 281,259 347,028
Fixed Assets 36,802 43,403 54,198 55,216 55,920
Total Investments 9,873 8,867 9,849 9,849 9,849
Intangible Assets
Total Other Non-Current Assets 44,026 69,538 51,582 51,613 51,647
Total Non-current Assets 90,701 121,808 115,629 116,678 117,416
Short-term Debt 17,925 4,160 4,160 4,160 4,160
Current Portion of Long-Term Debt
Total Creditors 6,645 4,258 5,422 6,362 7,206
Other Current Liabilities 31,723 33,571 45,179 47,994 50,537
Total Current Liabilities 56,293 41,988 54,761 58,516 61,903
Total Long-term Debt
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 1,561 1,550 1,550 1,550 1,550
Total Non-current Liabilities 1,561 1,550 1,550 1,550 1,550
Total Provisions 10,920 12,556 12,556 12,556 12,556
Total Liabilities 68,774 56,094 68,867 72,622 76,009
Shareholders Equity 178,753 223,323 269,381 325,315 388,435
Minority Interests
Total Equity 178,753 223,323 269,381 325,315 388,435
Key Ratios

Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Revenue Growth 68.9% (32.0%) 27.4% 17.3% 13.3%
Operating EBITDA Growth 44.0% (52.0%) 37.0% 20.6% 14.4%
Operating EBITDA Margin 48.6% 34.3% 36.9% 37.9% 38.3%
Net Cash Per Share (Rs) 20.97 22.63 39.85 55.85 74.70
BVPS (Rs) 60.99 76.20 91.92 111.00 132.54
Gross Interest Cover 315.88 76.04
Effective Tax Rate 27.5% 27.6% 27.5% 27.5% 27.5%
Net Dividend Payout Ratio 17.1% 36.3% 30.0% 30.0% 30.0%
Accounts Receivables Days 35.81 57.95 48.98 50.82 51.66
Inventory Days (847.78) 6,701.50 8,177.37 9,333.10 9,918.89
Accounts Payables Days (285.11) 1,526.61 1,308.59 1,493.53 1,587.27
ROIC (%) 34.3% 34.6% 35.6% 44.4% 48.2%
ROCE (%) 48.0% 27.0% 31.8% 31.9% 30.5%
Return On Average Assets 30.8% 16.5% 21.3% 21.7% 20.9%
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availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing
requirements within such jurisdictions.

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated,
stored or reproduced in any form by any means; or (i) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any
purpose without the prior written consent of IRSPL.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this
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completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including
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Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
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made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any
person to buy or sell any investments.

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
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