AVENDUS'

Target Price (INR) 249
Rating NP
Last Price (INR) 277.3
Bloomberg code MOIL IN
Reuters code MOIL.BO
Avg. Vol. (3m) 177,139
Avg. Val.(3m)(INRmn) 44.1
52-wk H/L (INR) 423 /216
Sensex 17,707
MCAP (INRbn/USDmn) 46.59 / 950
Shareholding (%) 09/11 12/11
Promoters 80.0 80.0
MFs, Fls, Banks 2.8 3.3
Flls 4.1 4.1
Public 9.6 9.8
Others 3.5 2.8
Stock Chart (Relative to Sensex)

460

395

"A‘w\

265 f

w

Oct11

[ )
(=3
S

Junll Feb12

Febl11
=MOIL = Sensex Rebased
Stock Perfm. (%) im 3m 1yr
Absolute 16.9 9.8 -33.8
Rel. to Sensex 5.3 8.9 -32.1
Financials (INRmn) 03/11 03/12f 03/13f
Sales 11,400 9,124 8,888
YoY (%) 18 -20 -3
EBITDA (%) 67.3 50.6 46.9
A.PAT 5,881 4,067 3,882
Sh o/s (diluted) 168 168 168
A.EPS (INR) 35.0 24.2 23.1
YoY (%) 26 -31 -5
D/E (x) -0.9 -0.9 0.9
P/E (x) 7.9 11.5 12.0
EV/E (x) 35 5.3 5.5
RoCE (%) 31 18 15
RoE (%) 31 18 15
Quarterly Trends 03/11 06/11 09/11 12/11
Sales (INRmn) 2,517 2,101 2,483 2,395
PAT (INRmn) 1,324 1,089 1,010 1,015

India Equity Research
Mining

February 07, 2012

MOIL

Downgrade to Reduce due to recent out performance

MOIL’s operational performance in the Decl1 quarter was lower than
estimates due to 7.3% decline in realizations and increase in other

expenditure. Other expenditure increased by 45.9% q-o-q to
INR481.9mn. Net profit increased by 0.5% q-o0-q to INR1bn (against our
estimates of INR1.3bn). We lower our net profit forecast for FY12-FY14
by up to 22.3% as we cut our realization estimates by 12.5% and raise
other expenditure by up to 10.0%. We lower our target to INR249,
after a rollover to Decl12 and downgrade rating on the stock to Reduce
due to 25.5% increase in stock price since Dec11.

Net sales declined by 3.5% g-0-q to INR2.4bn due to lower realizations
Net sales declined by 3.5% g-o-q to INR2.4bn (against our estimate of
INR2.7bn) due to 2.3% decline in manganese ore sales and 7.3% decline in sales
of electro manganese oxide. The decline in sales of manganese ore is due to
7.3% decline in realizations due to sales of low grade manganese ore and fines.
Sales volume increased by 5.4% g-o-g to 285,500 tonnes. Downward revision of
prices starting Jan12 for various grades of manganese ore has led us to lower
our realization estimate for FY12f-FY14f by up to 12.5%. Our revenue estimates
for FY12f — FY13f are lowered by up to 13.2%.

EBITDA declined by 1.5% g-0-q to INR1.1bn

EBITDA declined by 1.5% g-o-q to INR1.1bn due to higher other expenditure.
Other expenditure increased 45.9% g-o-q to INR482mn. Royalty and cess
payment declined by 2.3% g-o-q with lower revenues. Staff cost declined by
7.4% g-o0-q to INR567.2mn. We raise our estimates for other expenditure for
FY12f — FY14f by up to 10% to account for the increase in cost during 3QFY12.
This along with the decline in revenue estimates has led us to cut our FY12f —
FY14f EBITDA by up to 31.6%.

Net profit up 0.5% q-o-q due to higher other income

Net profit increased 0.5% g-o-q to INR1bn (against our estimate of INR1.3bn)
due to higher other income. Other income increased 5.3% g-o-q to INR498mn
due to increase in cash and cash equivalents and higher yield on investments.
Depreciation provisioning increased g-o-q by 1.3% to INR72.8mn. Tax/PBT of
33.2% was in line with estimates. We estimate cash and cash equivalents of
INR128/share as on Mar12.

Cut net profit forecast by up to 22.3%; Downgrade to Reduce

We cut our net profit forecast for FY12-FY14 by up to 22.3% as we lower our
realization estimates by 12.5% to account for the downward revision in prices
with effect from Jan12 and raise other expenditure by up to 10.0%. We lower
our target price to INR249, after a rollover to Decl2, as we discount the
historical average (Dec10 — Feb12) EV/EBITDA and P/E by 30% to reflect the
commodity cycle of the manganese ore business. The 25.5% increase in stock
price since beginning Dec11 has led us to downgrade our rating on the stock to
Reduce. Risk factors include an increase in international manganese ore prices
and higher than estimated volumes.

Jimesh Sanghvi, +91 022 66842859
Jimesh.sanghvi@avendus.com

Please refer to the disclaimer towards the end of the document.
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Exhibit 1: 3QFY12 result snapshot

(INRmn) Dec10 Sepll g-0-q (%) Decl1l y-0-y (%)
Total operating income 2,532.0 2,483.3 -35 2,3954 -5.4
Total operating expenses 923.8 1,372.4 -5.2 1,300.8 40.8
EBITDA 1,608.2 1,110.9 -1.5 1,094.6 -31.9
Other income 337.0 473.0 5.3 498.0 47.8
Depreciation 73.8 71.9 13 72.8 -14
EBIT 1,871.4 1,512.0 0.5 1,519.8 -18.8
Interest 0.0 0.0 0.0

Recurring PBT 1,871.4 1,512.0 0.5 1,519.8 -18.8
Net extra ordinary items 0.0 0.0 0.0

PBT (reported) 1,871.4 1,512.0 0.5 1,519.8 -18.8
Total taxes 621.5 502.2 0.5 504.8 -18.8
PAT (reported) 1,249.9 1,009.8 0.5 1,015.0 -18.8
(+) Share in assoc. earnings 0.0 0.0 0.0

Less: Minority interest 0.0 0.0 0.0

Prior period items 0.0 0.0 0.0

Net income (reported) 1,249.9 1,009.8 0.5 1,015.0 -18.8
Shares outstanding (mn) 168.0 168.0 168.0

EPS (INR) 7.4 6.0 0.5 6.0 -18.8
Operating ratios (%)

EBITDA margin 63.5 44.7 1.0 45.7 -17.8
EBIT margin 65.2 51.1 1.4 525 -12.7
Net profit margin 43.6 34.2 0.9 351 -8.5
Source: Company, Avendus Research

Exhibit 2: Per tonne analysis

Volume and Realizations Decl0 Sepll g-0-q (%) Decl1l y-0-y (%)
Sales volumes (tonnes) 239,000 270,856 5.4 285,500 19.5
Realizations (INR/tonne) 10,005 8,226 -7.3 7,624 -23.8
EBITDA (INR/tonne) 6,729 4,101 -6.5 3,834 -43.0

Source: Company, Avendus Research

Lower Dec12 target price to INR249; downgrade to Reduce

We discount the historical average (Decl0 - Feb12) EV/EBITDA of 7.3x and P/E of 13.6x by 30% to
reflect the entire commodity cycle of the manganese ore business and current surplus situation in the
global markets. Applying these multiples to our one-year forward EPS and EBITDA, we arrive at fair
values of INR226/share and INR271/share, respectively. Our Dec12 target of INR249 is the average of
the fair values based on the EV/EBITDA and P/E methods. We downgrade our rating to Reduce
considering the 25.5% increase in stock price since Dec11.

Exhibit 3: Earnings revision summary

(INRmn) FY12f FY13f FY14f

Old New Var (%) Old New Var (%) Old New Var (%)
Revenue 9,481 9,124 -3.8 10,235 8,888 -13.2 10,413 9,378 -9.9
EBITDA 5,611 4,615 -17.7 6,092 4,166 -31.6 6,042 4,410 -27.0
EBIT 7,065 6,069 -14.1 7,457 5,794 -22.3 7,485 5,957 -20.4
PBT 7,065 6,069 -14.1 7,457 5,794 -22.3 7,485 5,957 -20.4
PAT 4,734 4,067 -14.1 4,996 3,882 -22.3 5,015 3,991 -20.4
EPS 28.2 24.2 -14.1 29.7 23.1 -22.3 29.9 23.8 -20.4
Source: Avendus Research
Mining 2
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Exhibit 4: One-year forward rolling EV/EBITDA (x) Exhibit 5: One-year forward rolling P/E (x)
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Financials and valuations

Income statement (INRmn)

Cash flow statement (INRmn)

Fiscal year ending 03/11 03/12f 03/13f 03/14f Fiscal year ending 03/11 03/12f 03/13f 03/14f
Total operating income 11,400 9,124 8,888 9,378 Net profit 5,881 4,067 3,882 3,991
Total operating expenses 3,728 4,509 4,722 4,968 Depreciation 325 365 464 649
EBITDA 7,672 4,615 4,166 4,410 Deferred tax 0 0 0 0
Other income 1,455 1,819 2,091 2,196 W orking capital changes -88 595 164 91
Depreciation 325 365 464 649 Less: Otherincome 1,455 1,819 2,091 2,196
EBIT 8,802 6,069 5,794 5,957 Cash flow from operations 4,663 3,208 2,418 2,535
Interest - - - - Capital expenditure -460 -1,202 -1,317 -3,333
Recurring PBT 8,802 6,069 5,794 5,957 Strategic investments (20.00) - - -
Net extra ordinary items - - - - Marketable investments 0 0 0 0
PBT (reported) 8,802 6,069 5,794 5,957 Change in other loans & adv. (202.16) 235.37 15.33 (31.84)
Total taxes 2,921 2,003 1,912 1,966 Goodwill paid - - - -
PAT (reported) 5,881 4,067 3,882 3,991 Other income 1,455 1,819 2,091 2,196
(+) Share in assoc. earnings - - - - Cash flow from investing 772 852 789 -1,169
Less: Minority interest - - - - Equity raised - - - -
Prior period items - - - - Change in borrowings 0 0 0 0
Netincome (reported) 5,881 4,067 3,882 3,991 Dividends paid (incl. tax) -1,371 -1,376 -1,376 -1,376
Avendus net income 5,881 4,067 3,882 3,991 Others -139 0 0 0
Shares outstanding (mn) 168.0 168.0 168.0 168.0 Cash flow from financing -1,510 -1,376 -1,376 -1,376
Avendus dil. shares (mn) 168.0 168.0 168.0 168.0 Net change in cash 3,926 2,683 1,832 -10
Avendus EPS (INR) 35.0 24.2 23.1 23.8
Growth ratios (%) Key Ratios
Total operating income 17.6 (20.0) (2.6) 5.5 Fiscal year ending 03/11 03/12f 03/13f 03/14f
EBITDA 274 (39.8) (9.7) 5.8 Valuation ratios (x)
EBIT 245 (31.0) (4.5) 2.8 P/E (on Avendus EPS) 7.9 115 12.0 11.7
Recurring PBT 24.5 (31.0) (4.5) 2.8 P/E (on basic, reported EPS) 79 115 12.0 11.7
Avendus net income 26.1 (30.8) (4.5) 2.8 P/CEPS 7.5 10.5 10.7 10.0
Avendus EPS 26.1 (30.8) (4.5) 2.8 P/BV 22 1.9 1.8 16
Operating ratios (%) Dividend vyield (%) 2.5 2.5 2.5 2.5
EBITDA margin 67.3 50.6 46.9 47.0 Market cap. /Sales 4.1 5.1 5.2 5.0
EBIT margin 772 66.5 65.2 63.5 EV/Sales 24 27 26 24
Net profit margin 457 37.2 354 345 EV/EBITDA 35 5.3 55 5.1
Other income/PBT 16.5 30.0 36.1 36.9 Net Cash / Market cap. 42.1 47.4 51.3 51.3
Effective Tax rate 33.2 33.0 33.0 33.0 Per share ratios (INR)

Avendus EPS 35.0 24.2 231 23.8
Balance sheet (INRmn) EPS (Basic, reported) 35.0 242 231 23.8
Fiscal year ending 03/11 03/12f 03/13f 03/14f Cash EPS 36.9 26.4 259 27.6
Equity capital 1,680 1,680 1,680 1,680 Book Value 126.7 142.7 157.6 173.2
Preference capital - - - - Dividend per share 7.0 7.0 7.0 7.0
Reserves and surplus 19,603 22,294 24,799 27,415 Total assets / equity (x) 1.0 1.0 1.0 1.0
Net worth 21,283 23,974 26,479 29,095 Return ratios (%)
Minority interest - - - - ROCE 308 18.0 154 144
Total debt - - - - ROIC 292.4 184.0 153.1 95.7
Deferred tax liability 15 15 15 15 ROE 30.9 18.0 154 14.4
Total liabilities 21,298 23,989 26,494 29,110 ROA 30.8 18.0 154 14.4
Gross block 3,965 5,152 6,455 9,772 OCF/Sales 409 35.2 27.2 27.0
less: Acc. depreciation 1,905 2,269 2,734 3,383 FCF/Sales 36.9 220 12.4 -8.5
Net block 2,060 2,883 3,721 6,389 Turnover ratios (x)
CWIP 288 302 317 333 Asset turnover (x) 0.6 0.4 0.4 0.3
Goodwill - - - - Gross asset turnover 29 1.8 14 1.0
Investments 22 22 22 22 Inventory /Sales (days) 23.2 29.5 20.3 19.5
Cash 18,797 21,480 23,312 23,302 Receivables (days) 246 26.1 253 243
Inventories 974 500 487 514 Payables (days) 534.0 359.9 359.9 356.2
Debtors 680 625 609 642 W orking capital cycle (days) -23.7 -39.8 -56.4 -58.4
Loans and advances 1,592 1,364 1,356 1,396 Solvency ratios (x)
less: Current liabilities 1,544 1,610 1,677 1,751 Gross debt to equity 0.0 0.0 0.0 0.0
less: Provisions 1,570 1,578 1,653 1,739 Net debt to equity -0.9 -0.9 -0.9 -0.8
Net working capital 18,928 20,781 22,434 22,365 Net debt to EBITDA 0.0 0.0 0.0 0.0
Total assets 21,298 23,989 26,494 29,110 Interest Coverage (on EBIT)
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Analyst Certification

I, Jimesh Sanghvi, Chartered Accountant, research analyst and author of this report, hereby certify that all of the views expressed in this document accurately reflect our personal
views about the subject company/companies and its or their securities. We further certify that no part of our compensation was, is or will be, directly or indirectly related to

specific recommendations or views expressed in this document.
Disclaimer

This document has been prepared by Avendus Securities Private Limited (Avendus). This document is meant for the use of the intended recipient only. Though dissemination to all
intended recipients is simultaneous, not all intended recipients may receive this document at the same time. This document is neither an offer nor solicitation for an offer to buy
and/or sell any securities mentioned herein and/or official confirmation of any transaction. This document is provided for assistance only and is not intended to be, and must not
be taken as, the sole basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such
investigation as he deems necessary to arrive at an independent evaluation, including the merits and risks involved, for investment in the securities referred to in this document
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
document has been prepared on the basis of information obtained from publicly available, accessible resources. Avendus has not independently verified all the information given
in this document. Accordingly, no representation or warranty, express or implied, is made as to accuracy, completeness or fairness of the information and opinion contained in this
document. The information given in this document is as of the date of this document and there can be no assurance that future results or events will be consistent with this
information. Though Avendus endeavours to update the information contained herein on reasonable basis, Avendus, its associate companies, their directors, employees, agents or
representatives (“Avendus and its affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that
may prevent us from doing so. Avendus and its affiliates expressly disclaim any and all liabilities that may arise from information, error or omission in this connection. Avendus and
its affiliates shall not be liable for any damages whether direct, indirect, special or consequential, including lost revenue or lost profits, which may arise from or in connection with
the use of this document. This document is strictly confidential and is being furnished to you solely for your information. This document and/or any portion thereof may not be
duplicated in any form and/or reproduced or redistributed without the prior written consent of Avendus. This document is not directed or intended for distribution to, or use by,
any person or entity who is a citizen or resident of the United States or Canada or is located in any other locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law or regulation or which would subject Avendus and its affiliates to any registration or licensing requirements within such
jurisdiction. Persons in whose possession this document comes should inform themselves about and observe any such restrictions. Avendus and its associate companies may be
performing or seeking to perform investment banking and other services for any company referred to in this document. Affiliates of Avendus may have issued other reports that

are inconsistent with and reach a different conclusion from the information presented in this document.

Avendus generally prohibits its analysts and persons reporting to analysts from maintaining a financial interest in the securities or derivatives of any company that the analysts
cover. Avendus and its affiliates may have interest/positions, financial or otherwise, in the companies mentioned in this document. In order to provide complete transparency to
our clients, we have incorporated a ‘Disclosure of Interest Statement’ in this document. This should, however, not be treated as an endorsement of the view expressed in the
document. Avendus is committed to providing high-quality, objective and unbiased research to our investors. To this end, we have policies in place to identify, consider and
manage potential conflicts of interest and protect the integrity of our relationships with investing and corporate clients. Employee compliance with these policies is mandatory.

Any comment or statement made herein are solely those of the analyst and do not necessarily reflect those of Avendus.
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