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Rating Hold
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Target Period 12-15 months

Potential Upside -6%

Key Financials (Consolidated)

(% Crore) FY10 FY11 FY12E FY13E
Net Sales 25144 3046.6  3379.1 3792.0
EBITDA 469.4 578.3 521.9 660.7
Adj Con,Net Profit 168.6 137.0 39.9 108.1

Valuation summary

FY10 FY11 FY12E FY13E
EPS () 5.5 4.5 1.3 35
PE (x) 5.6 6.9 23.1 8.8
Target PE (x) 5.3 6.5 22.2 8.2
EV/EBITDA (x) 4.0 4.4 6.1 5.1
P/BV (x) 0.6 0.5 0.5 0.5
RoNW (%) 10.0 1.1 22 5.8
RoCE (%) 12.1 10.7 6.9 8.9

Stock data

Market Capitalisation % 952.9 Crore
Debt (FY11) % 1752.3 Crore
Cash & Invst (FY11) % 147.8 Crore
EV % 2557.3 Crore
52 week H/L 68/22
Equity capital % 30.5 Crore
Face value g1
DIl Holding (%) 25.7
FIl Holding (%) 18.0

Price movement

6,500 - - 80
6,000 - L 70
5,500 4 L 60
500 | 50
4,000 -| 40
3,500 - 30
3,000 - 20
2,500 - - 10
2,000 4 : : : 0
Feb-11  May-11  Aug-11  Oct-11  Feb-12
Price (R.H.S) Nifty (L.H.S)

Analyst's name

Dewang Sanghavi
dewang.sanghavi@icicisecurities.com

(Hesearch
0 ICICI dire c} com

It's Advice, Not Adventure

February 1, 2012

Usha Martin (USHBEL)
Z 31

WHAT'S CHANGED...

Disappointing performance...

Usha Martin’s (UML) performance in Q3FY12 was significantly below our
expectations on the back of higher operating costs. The topline came at
¥ 817.5 crore (our estimate: ¥ 840.8 crore), which was 9.6% higher YoY
but lower by 1.3% QoQ. However, on the back of higher input costs, the
EBITDA margin declined 950 bps QoQ and 640 bps YoY to 9.4%. Higher
cost of coke coupled with coal purchases from the market at higher rates
(due to non-availability of linkage coal) led to a sharp decline in the
EBITDA margin. The subsequent EBITDA stood at ¥ 77.2 crore (our
estimate: T 128.7 crore). However, reported PAT increased ~96% YoY to
¥ 25.7 crore on reversal of ¥ 90.1 crore forex losses. For the period under
review, the consolidated adjusted net loss at PAT level was at ~¥ 35
crore.

= EBITDA margin halves on a QoQ basis

UML's performance during the quarter under review was impacted
by higher input costs. As a result, the EBITDA margin halved, on a
QoQ basis, to 9.4%. Sequentially at the EBITDA level, higher coke
prices had a negative impact of ¥ 31 crore. In Q3FY 12, on account of
non-availability of linkage coal and lower production from captive
mines, the company had to buy coal through the e-auction route. As
a result, there was a negative impact of ~¥ 15 crore at the EBITDA
level (on a QoQ basis). However, at the EBITDA level, there was a
positive impact of ~¥ 16 crore QoQ due to higher realisation and a
better product mix.

Valuation

At the CMP of % 31, the stock is discounting FY13E EV/EBITDA by 5.1x
and P/E by 8.8x. Going forward, we believe the EBITDA margin would be
under pressure on the back of higher raw material costs and muted
demand. Hence, we believe the company’s performance would remain
subdued over the next few quarters. We have valued the stock at a 10%
discount to domestic blue chip companies, arriving at an EV/EBITDA
multiple of bx and target price of ¥ 29and assigned a HOLD rating.

Exhibit 1: Financial Performance

(% Crore) Q3FY12  Q3FY12E Q3FY11 Q2FY12 YoY (Chg %)  QoQ (Chg %)
Net Sales 817.5 840.7 745.7 828.4 9.6 -1.3
EBITDA 71.2 128.7 117.9 145.4 -34.5 -46.9
EBITDA Margin (%) 9.4 15.3 15.8 17.6 (640) bps (950) bps
Depreciation 59.9 56.3 53.3 54.0 12.4 11.0
Interest 69.1 62.5 47.6 60.5 45.2 14.2
Reported PAT 25.1 7.3 13.2 -62.7 95.6 LP

Source: Company, ICICldirect.com Research

ICICI Securities Ltd | Retail Equity Research



(Pesearch
ICICI dire c?f com

It's Advice, Not Adventure

Result Analysis

Consolidated sales volume for Q3FY12 was at 122515 tonnes (lower by
5.1% YoY and 4.1% QoQ) while blended average realisation was %
66725/tonne (higher by ~15.5% YoY and 30% QoQ). However, on the
back of higher operating costs, EBITDA/tonne during Q3FY12 was muted
at ¥ 6300/tonne (lower by ~31% YoY and ~45% QoQ). A sharp increase
in interest (higher by 45.2% YoY and 14.2% QoQ) and depreciation
expense (higher by 12.4% YoY and 11.0% QoQ) also impacted the
performance during the quarter under review. The consolidated
performance was also impacted by the Thailand subsidiary shutdown.
The shutdown resulted in a sharp drop in total volumes from subsidiaries,
which was down 64% QoQ and 60% YoY. The company has provisioned
for a ¥ 8 crore charge in Q3FY12 but expects to recover it in terms of the
impending insurance claims. Also, Thailand operations are expected to
partially restart by April 2012 and full operations by August 2012.

Exhibit 2: Sales quantity trend (Consolidated) Exhibit 3: EBITDA trend (Consolidated)
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Highlights of conference call

e Usha Siam, Thailand, a key subsidiary, was non functional due to
floods since mid October 2011, causing lower quarterly turnover
and profitability in the international business

e During the quarter under review, the landed cost of iron ore was
% 1300/tonne, of which yield was 0.72x after beneficiation while
the landed cost of captive coal during the quarter was
% 2300/tonne (equivalent of ‘C’ grade)

e Captive coal production was higher in Q3FY12, but had negligible
cost impact as it was offset by the impact of depreciation of the
rupee

e The company has incurred a capex of ¥ 380 crore in nine months
ended December 2011 (from the ¥ 1200 crore capex plan, of
which a total of ¥ 550crore has been spent till date) and expects to
spend around ¥ 120 crore in Q4FY12. FY13 capex guidance
stands at ¥ 550 crore

e As on date, on a standalone basis, the gross debt stands at ¥ 2877
crore while on a consolidated basis the gross debt stands at
¥ 3032 crore. On a consolidated basis, the cash balance stands at
¥ 480 crore. On a consolidated basis, ~¥ 1350 crore of debt was
foreign currency debt
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Valuations

At the CMP of % 31, the stock is discounting FY13E EV/EBITDA by 5.1x
and P/E by 8.8x. Going forward, we believe the EBITDA margin would be
under pressure on the back of higher raw material costs and muted
demand. Hence, we believe the company’s performance would remain
subdued over the next few quarters. We have valued the stock at a 10%
discount to domestic blue chip companies, arriving at an EV/EBITDA
multiple of bx and target price of ¥ 29and assigned a HOLD rating to it.

Exhibit 4: Valuation Matrix

Sales (% Cr) EPS ) PE (x) EV/EBITDA (x) RoNW(%) RoCE(%)
FY10 2514.4 5.5 5.6 4.0 10.0 12.7
FY11 3046.6 4.5 6.9 4.4 1.1 10.7
FY12E 3379.1 1.3 23.7 6.1 2.2 6.9
FY13E 3792.0 3.5 8.8 5.1 5.8 8.9

Source: Company, ICICldirect.com Research

ICICI Securities Ltd | Retail Equity Research Page 3



(Pesearch
ICICI dire c?‘f com

It's Advice, Not Adventure

Financial summary (Consolidated)

Profit and loss statement (X crore) Cash flow statement (X crore)
(Year-end March) FY10 FY11 FY12E FY13E (Year-end March) FY10 FY11 FY12E FY13E
Net Sales 2514.4 3046.6 3379.1 3792.0 Profit after Tax 168.6 137.0 39.9 108.1
Other Operating Income 20.0 16.0 20.0 25.0 Add: Depreciation 129.5 201.0 225.2 252.2
Total Operating Income 2,534.4 3,062.6 3,399.1 3,817.0 (Inc)/dec in Current Assets -115.8 -441.7 -245.3 -226.9
Growth (%) -10.3 20.8 11.0 12.3 Inc/(dec) in CL and Provisions 685.3 -96.3 -143.3 228.2
Raw Material Expenses 1,078.9 1,182.4 1,352.9 1,455.8 Others 48.6 45.3 0.0 0.0
Employee Expenses 178.1 202.7 245.0 265.4 CF from operating activities 916.1 -154.7 -123.6 361.6
Other expenses 808.0 1,099.2 1,279.3 1,435.0 (Inc)/dec in Investments 0.0 0.0 0.0 0.0
Total Operating Expenditure 2,065.0 2,484.2 2,877.2 3,156.3 (Inc)/dec in Fixed Assets -683.9 -462.6 -450.0 -550.0
EBITDA 469.4 578.3 521.9 660.7 Others 0.0 0.0 0.0 0.0
Growth (%) -5.5 23.2 -9.8 26.6 CF from investing activities -683.9 -462.6 -450.0 -550.0
Depreciation 129.5 201.0 225.2 252.2 Issue/(Buy back) of Equity 55 0.0 0.0 0.0
Interest 125.5 182.3 231.7 241.7 Inc/(dec) in loan funds -675.5 756.5 750.0 250.0
Other Income 5.5 4.6 5.0 5.0 Dividend paid & dividend tax -35.6 -35.3 -35.7 -35.7
PBT 219.9 199.7 64.0 165.8 Inc/(dec) in Share Cap 412.8 -4.9 0.0 0.0
Exceptional ltem 20.1 4.4 0.0 0.0 Others -0.5 1.2 29 29
Total Tax 68.5 64.0 211 54.7 CF from financing activities -293.3 7117.5 1117.2 217.2
Adj Cons PAT before Ml 171.5 140.0 42.9 111 Net Cash flow -61.2 100.2 143.5 28.8
Growth (%) -8.9 -18.4 -69.4 159.1 Opening Cash 108.8 47.6 147.8 291.4
Minority Interest 2.9 3.0 3.0 3.0 Closing Cash 47.6 147.8 291.4 320.1
Adj Cons PAT after M 168.6 137.0 39.9 108.1 Source: Company, ICICldirect.com Research

Growth (%) -9.0 -18.7 -70.9 171.1

EPS (%) 5.5 45 1.3 35

Source: Company, ICICldirect.com Research

Balance sheet % crore)
(Year-end March) FY10 FY11 FY12E FY13E (Year-end March) FY10 FY11 FY12E FY13E
Liabilities Per share data (%)
Equity Capital 305 30.5 305 305 EPS 5.5 4.5 1.3 35
Reserve and Surplus 1,657.0  1,753.8  1,757.9  1,830.3 Cash EPS 9.8 1.1 8.7 11.8
Total Shareholders funds 16875  1,7843  1,7885  1,860.8 BV 55.3 58.4 58.6 60.9
Total Debt 995.8 1,7523 25023  2,752.3 DPS 1.0 1.0 1.0 1.0
Deferred Tax Liability 178.4 2237 223.7 2237 Cash Per Share 1.6 4.8 9.5 10.5
Minority Interest / Others 16.2 175 20.4 23.3 Operating Ratios (%)
Total Liabilities 2,877.9 37778 45348  4,860.1 EBITDA Margin 18.5 18.9 15.4 173
PBT / Total Operating income 8.7 6.5 1.9 4.3
Assets PAT Margin 6.7 45 12 2.8
Gross Block 37040 43947 49447 55447 Inventory days 128.9 143.0 150.0 150.0
Less: Acc Depreciation 1,119.4 13276 15528  1,805.0 Debtor days 45.0 53.2 55.0 55.0
Less: Impairment 16.4 16.4 16.4 16.4 Creditor days 74.9 48.7 45.0 45.0
Net Block 2,568.2  3,050.7 33755 37233 Return Ratios (%)
Capital WIP 609.5 388.6 288.6 238.6 RoE 10.0 1.7 2.2 5.8
Total Fixed Assets 31717 34393 36642  3,962.0 RoCE 12.7 107 6.9 8.9
Investments 0.4 0.4 0.4 0.4 RolC 12.9 11.1 14 9.5
Inventory 8878  1,193.8 11,3887  1,558.3 Valuation Ratios (x)
Debtors 309.8 4437 509.2 571.4 P/E 5.6 6.9 231 8.8
Loans and Advances 271.6 269.5 249.5 239.5 EV/EBITDA 4.0 4.4 6.1 5.1
Other Current Assets 36.1 40.0 45.0 50.0 EV/ Net Sales 0.7 0.8 0.9 0.9
Cash 476 147.8 291.4 320.1 Market Cap / Sales 0.4 0.3 0.3 0.2
Total Current Assets 1,552.9  2,0948 24837 27393 Price to Book Value 0.6 0.5 0.5 0.5
Current Liabilities 1,809.9 1,710.9 15430  1,764.2 Solvency Ratios
Provisions 43.1 458 70.4 71.4 Debt/EBITDA 2.1 3.0 4.8 4.2
Current Liabilities & Prov 1,853.0  1,756.7 16133  1,841.6 Debt / Equity 0.6 1.0 14 1.5
Net Current Assets -300.1 338.1 870.3 897.7 Current Ratio 0.8 1.2 15 15
Others Assets 0.0 0.0 0.0 0.0 Quick Ratio 0.4 0.5 0.7 0.6
Application of Funds 2,877.9 3,777.8 4,534.8 4,860.1
Source: Company, ICICldirect.com Research Source: Company, ICICIdirect.com Research
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ICICldirect.com coverage universe (Metals & Mining)

Adhunik Metaliks Sales (% Cr) EPS (?) PE(x)  EV/EBITDA (x) RoNW/(%) RoCE(%)

Idirect Code ADHMET CMP R) 495 FY10 1449.7 1.1 45 5.3 19.0 125
Target (3) 37.0 FY11 1793.4 14.8 3.4 5.9 21.0 10.7
Upside (%) -25.3 FY12E 2074.9 4.9 10.0 6.6 6.8 9.1

McCap (% Cr) 607.0 FY13E 2528.3 125 3.0 4.9 15.4 11.9

JSW Steel

Idirect Code JINVIJ CMP (%) 712.2 FY10 18780.4 85.4 8.3 6.8 17.3 1.0
Target (3) 595.0 FY11 23900.2 78.6 9.1 6.1 10.6 9.5
Upside (%) -16.5 FY12E 28630.9 53.8 13.2 6.0 7.2 10.1

MCap (% Cr) 15607.0 FY13E 324485 70.7 10.1 5.6 8.8 9.6

Usha Martin

Idirect Code USHBEL CMP R) 31.0 FY10 2514.4 55 5.6 4.0 10.0 12.7
Target (3) 29.0 FY11 3046.6 45 6.9 4.4 7.7 10.7
Upside (%) 6.5 FY12E 3379.1 13 23.7 6.1 2.2 6.9

McCap (% Cr) 958.4 FY13E 3792.0 35 8.8 5.1 5.8 8.9

Visa Steel

Idirect Code VISST CMP (%) 57.6 FY10 1156.9 45 12.9 8.4 15.4 10.0
Target (3) 53.0 FY11 1305.9 4.7 123 10.7 14.4 8.5
Upside (%) 7.9 FY12E 1449.4 2.6 22.0 10.3 7.5 5.2

McCap (% Cr) 634.7 FY13E 1788.5 7.3 7.9 5.2 17.2 13.8

Tata Steel - Cons

Idirect Code TISCO CMP (%) 471.0 FY10 101757.8 -22.7 NA 105 -16 4.2
Target (3) 447.0 FY11 117149.8 69.6 6.2 5.7 20.5 1.4
Upside (%) -5.1 FY12E 119748.1 46.6 9.2 6.0 8.2 9.0

McCap (% Cr) 43782.3 FY13E 125932.8 69.4 6.2 5.0 1.1 10.2

SAIL

Idirect Code SAIL CMP (%) 104.7 FY10 41307.2 16.4 6.8 3.9 20.4 20.2
Target (3) 120.0 FY1 43432.8 1.9 9.3 6.2 133 13.4
Upside (%) 14.7 FY12E 45141.9 9.6 116 8.3 9.8 8.0

McCap (% Cr) 41986.8 FY13E 49726.4 10.4 10.7 8.6 9.9 8.0

Sesa Goa

Idirect Code SESGOA CMP (%) 222.0 FY10 5858.3 31.6 6.8 5.8 33.2 311
Target (3) 198.0 FY1 9205.1 48.6 4.4 3.6 33.0 37.0
Upside (%) -10.8 FY12E 8007.5 29.8 7.2 6.4 17.2 174

MCap (% Cr) 18942.1 FY13E 8183.5 39.0 55 7.3 18.8 12.4

Hindustan Zinc

Idirect Code HINZIN CMP ]) 137.9 FY10 8017.0 9.6 14.4 10.0 22.3 24.5
Target (3) 142.0 FY11 9912.1 11.6 1.9 8.0 21.7 22.8
Upside (%) 3.0 FY12E 11586.0 13.6 101 6.4 20.7 20.4

McCap (% Cr) 57168.6 FY13E 12543.2 15.1 9.1 5.0 18.9 18.9

Sterlite Indsutries

Idirect Code STEIND CMP ) 119.5 FY10 24410.3 1.1 10.0 6.7 10.1 8.7
Target (3) 125.0 FY11 30248.1 15.0 7.4 4.9 12.2 10.8
Upside (%) 4.6 FY12E 40401.1 14.1 7.9 5.1 9.7 9.4

McCap (% Cr) 38872.4 FY13E 44537.2 176 6.3 4.3 103 9.8

Source: Company, ICICldirect.com Research
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Exhibit 5: Recommendation History

Feb-11 Mar-11 May-11 Jun-11

Source: Company, ICICldirect.com Research

Aug-11 Sep-11 Oct-11 Dec-11 Feb-12

Target Price

Exhibit 6: Recent Releases

Date Event CMP Target Price Rating
8-Apr-11 Q4FY11 Preview 59 64 HOLD
16-May-11 Q4FY11 Result Update 59 62 HOLD
5-Jul-11 Q1FY12 Preview 56 62 BUY
12-Aug-11 Q1FY12 Result Update 38 47 BUY
5-Oct-11 Q2FY12 Result Preview 31 47 HOLD
9-Nov-11 Q2FY12 Result Update 31 34 HOLD
6-Jan-12 Q3FY12 Result Preview 25 34 BUY
1-Feb-12 Q3FY12 Result Update 31 29 HOLD

Source: Company, ICICldirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: > 10%/ 15% for large caps/midcaps, respectively;
Hold: Up to +/-10%;
Sell: -10% or more;
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICIdirect.com Research Desk,
ICICI Securities Limited,

1% Floor, Akruti Trade Centre,
Road No. 7, MIDC,

Andheri (East)

Mumbai — 400 093

research@icicidirect.com

ANALYST CERTIFICATION

We /I, Dewang Sanghavi MBA (FIN) research analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our personal
views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in
this report. Analysts aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing group. We along with affiliates are leading
underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking and other business selection processes. ICICI Securities
generally prohibits its analysts, persons reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and
employees (“ICICI Securities and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities
from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities
policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and affiliates might have received
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of public offerings, corporate finance, investment
banking or other advisory services in a merger or specific transaction. It is confirmed that Dewang Sanghavi MBA (FIN) research analysts and the authors of this report have not received any compensation
from the companies mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICl Securities, which include earnings from
Investment Banking and other business.

ICICI Securities or its subsidiaries collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the
research report.

It is confirmed that Dewang Sanghavi MBA (FIN) research analysts and the authors of this report or any of their family members does not serve as an officer, director or advisory board member of the
companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities and affiliates may act upon or make use
of information contained in the report prior to the publication thereof.

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 ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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