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BSE Code 500295 

NSE Code VEDL 

Reuters Ticker SESA.BO 

Bloomberg Ticker  VEDL IN 

     CMP (INR) (As on 1 Nov 2018) 212.80 

Target (INR)                             323  

Upside(%)                        51% 

Recommendation          Strong Buy 

Shareholding Pattern (%) 

 Sept-2018 Jun-2018 Mar-2018 

Promoters 50.14% 50.14% 50.14% 

Institutions 34.4% 32.15% 31.07% 

Non-institutions 11.16% 13.39% 14.78% 

Market cap (INR Cr.) 79139 

Outstanding Shares (Cr.) 371 

Face Value (INR)  1.00 

Dividend Yield(%) 12.51 

P/E (x) 11.94 

Industry P/E (x) 7.15 

Debt/Equity 0.92 

Beta vs. Sensex    1.35 

52 Week High/ Low (INR) 355/197 

Avg. Daily Vol. (NSE)/1 yr. 1,26,48,383 

Stock Scan 

Company Overview  

Vedanta is one of the largest diversified natural resources major which has 
interests in Aluminium, Oil & Gas, Power and Iron Ore, Zinc & Power which 
operates globally across all continents. The Company acquired Cairn India in 
FY17. Hindustan Zinc Limited, a public-listed subsidiary of Vedanta Limited, is 
the largest zinc producing company in India and contributed almost a fourth to 
its parent company’s revenue for FY17. The Company has recently acquired 
Electrosteel Steels Limited which has a capacity of 1.5 million tonnes. 
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Q2 & FY19 - Result Update 

Key Highlights 

Vedanta reported consolidated sales of INR22,705 Cr (up 5% YoY), EBITDA 
of INR5,208 Cr (down 21% YoY) and PAT of INR1,900 Cr (down 35%YoY). 
 

The business suffers from halt/shut down of copper smelter plant in 
Tuticorin leading to revenue losses as well as expansion plans stuck in the 
middle of nowhere. 
 

The Company has started working on its mega expansion in Oil & Gas 
segment on the 41 blocks it won through bidding along with expansion of 
onshore fields in Rajastan Barmer regions. 
 

The Company’s topline growth was attributed to increase in oil & gas prices 
Oil & Gas (average 186 kboepd), and volume growth in Aluminium (494 kt), 
Power (3514 MU) and Steel (285 kt) while production of other nonferrous 
metals remained subdued, e.g. Zinc-Lead (212 kt), Silver (172 tonne), 
Copper Cathode (15 kt) and Iron Ore (1.4 m Mt). 
 

While productions of aluminium and alumina increased considerably, high 
cost of production as well as high import costs of alumina suppressed any 
gains whatsoever.         ...(highlights continued) 

Stock vs. Nifty (Relative Returns) 

Source: Company Data, Ace Equity, Bloomberg 

Particulars (INR Cr) FY16 FY17 FY18 FY19E FY20E 

Net sales 63931 76161 92923 88223 98222 

Growth(%) -17.3% 19.1% 22.0% -5.1% 11.3% 

EBITDA (Ex OI) 14708 21331 25164 27892 31950 

EBIDTA Margin (%) 23.0% 28.0% 27.1% 31.6% 32.5% 

Net Profit 2910 7323 13692 9468 12087 

Net Profit Margin (%) 4.6% 9.6% 14.7% 10.7% 12.3% 

EPS 9.83 19.74 26.11 25.94 32.72 

Book Value/Share 132.40 162.35 170.72 180.00 197.22 

P/E 33.0 16.4 10.8 8.2 6.5 

P/BV 2.4 2.0 1.7 1.2 1.1 

EV/EBITDA (x) 9.6 6.4 5.4 4.2 3.6 

ROE (%) 7.4% 12.1% 16.7% 14.7% 17.0% 

ROCE (%) -18.7% 16.0% 20.0% 11.1% 12.6% 

Exhibit-1: Financial Performance at a glance (Consolidated) 
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Exhibit-2: Financial Performance (Consolidated) 

Vedanta Limited  

Source: Company Data, Ace Equity, Bloomberg 

Particulars (in INR Crore) 
Quarter Ended Half-Year Ended 

Q2 FY19 Q2 FY18 YoY % Q1 FY19 QoQ % H1 FY19 H1 FY18 YoY % 

Net sales       22,705        21,590  5.2%       22,206  2.2%       44,911        40,932  9.7% 

Other income            592             919  -35.6%            418  41.6%         1,010          2,008  -49.7% 

Total Income       23,297        22,509  3.5%       22,624  3.0%       45,921        42,940  6.9% 

Cost of materials consumed         6,720          7,992  -15.9%         5,124  31.1%       11,844        14,377  -17.6% 

Purchase of stock in trade            167                  8  1987.5%            308  -45.8%            475                76  525.0% 

(Increase)/decrease in Inventories, Stock-
in-trade and Finished Goods 

          (179)           (294) -39.1%            398  -145.0%            219            (632) -134.7% 

Power & Fuel Charge         4,723          3,453  36.8%         4,098  15.3%         8,821          5,954  48.2% 

Employee benefit expense            786             653  20.4%            725  8.4%         1,511          1,234  22.4% 

Excise Duty                -                   -                     -    0.0%                -            1,057  -100.0% 

Other expenses         5,280          4,108  28.5%         5,269  0.2%       10,549          8,303  27.1% 

Total Expenses       17,497        15,920  9.9%       15,922  9.9%       33,419        30,369  10.0% 

EBITDA (ex OI)         5,208          5,670  -8.1%         6,284  -17.1%       11,492        10,563  8.8% 

EBITDA margin (%) 23.5% 26.3% -10.7% 28.3% -17.1% 25.6% 25.8% -0.8% 

Depreciation & amortization         1,931          1,507  28.1%         1,796  7.5%         3,727          2,955  26.1% 

EBIT         3,277          4,163  -21.3%         4,488  -27.0%         7,765          7,608  2.1% 

EBIT Margin (%) 14.8% 19.3% -23.5% 20.2% -27.0% 17.3% 18.6% -7.0% 

Interest cost         1,571          1,427  10.1%         1,546  1.6%         3,117          3,053  2.1% 

Exceptional Items            320             186  72.0%                -                 320             186  72.0% 

Profit before tax          2,618          3,841  -31.8%         3,360  -22.1%         5,978          6,377  -6.3% 

PBT margin (%) 11.8% 17.8% -33.7% 15.1% -22.1% 13.3% 15.6% -14.6% 

Tax            718             926  -22.5%         1,112  -35.4%         1,830          1,601  14.3% 

Profit after tax         1,900          2,915  -34.8%         2,248  -15.5%         4,148          5,148  -19.4% 

PAT margin (%) 8.6% 13.5% -36.6% 10.1% -15.5% 9.2% 12.6% -26.6% 

PAT attributable to Vedanta Owners         1,343          2,045  -34.3%         1,533  -12.4%         2,876          3,546  -18.9% 

Minority Interests            557             870  -36.0%            715  -22.1%         1,272          1,602  -20.6% 

EPS before Exceptional Items           3.05            5.36  -43.1%           4.12  -26.0%           7.18            9.39  -23.5% 

EPS after Exceptional items           3.61            5.50  -34.4%           4.12  -12.4%           7.73            9.54  -19.0% 

Key Highlights continued... 

In the Zinc International business, the cost of production from Skorpion and BMM went as high as USD2,428 per tonne. While 
the Gamsberg mines has commenced trial production run, its optimum commercial production is expected to start by as early 
as Q1 FY20. 
 

In the oil business, the viability of newly won 41 oil & gas blocks remains questionable until their exploration confirms 
economic use, as some of the blocks are scattered across the nation and will take another 2-4 years before fruition. On the 
other hand, delay in ramp-up of continuing projects in Rajasthan and offshore fields have halted the desired production 
guided few quarters back. 
 

Electrosteel Steels production is ramping up since its acquisition and is expected to end FY19 with outputs around 1 m MT 
and the capacity is to be enhanced to 2.5 m MT per year by FY20. 
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Concall Highlights: Guidance and Capex plans 

Guidance: The Management maintained their guidance on on Zinc and Lead, 

with increased production of Silver at 650-750 tonnes. On the Zinc 

International, they maintained guidance of 150 KT, which in our view is well 

exaggerated even with Gamsberg Project fully operational for 2nd half FY19. 

In the Oil & Gas business, the management maintained their long term 

commitment with 41 Oil & Gas block acquisition. However, with H1 outputs 

still far behind their earlier expectation, H2 FY19 guidance of 200-220 average 

kboepd is well in line for now. 

For the Aluminium segment, the FY19 guidance stayed at 2.0 million MT and 

Iron Ore mining at 4.5 mtpa with Goa mining licenses cancelled. 

Regarding the Copper Smelter, the Management remained hopeful with NGT 

review awaited.  

Capex Plans: Vedanta aims to expand Zinc India mine capacity to 1.2 million 

tonne mined metal production by FY20. 

Jharsuguda Aluminium Plant to be expanded to 4 million tonne capacity in 

phase-wise manner. Also coal linkage of 3.2 million tonne in-progress. 

Over USD2.5 billion as capex for exploration and drilling as developments 

happen with newly acquired 41 Oil & Gas blocks (33 onshore and 8 offshore) 

along with ramp-up and commissioning of oil fields in Barmer region and 

offshore fields. The capex can go further north with delay and cost overruns. 

Concerns: The high margin oil and gas business is consuming heavy amounts 

of cash capex, while delay in commercial productions from new wells are 

causing concerns on ramp up and increase of oil outputs to expected levels. 

The cost of production from Zinc International is too high and only a sooner 

operationalization of Gamsberg Project can help make it profitable in near 

future. 

High costs in aluminium business due to import of alumina (recent very high 

prices) and issues with coal availability due to Coal India routing supplies more 

towards power companies shifts their focus on reducing structural costs. The 

closure of copper smelter plant in Tuticorin has made it difficult to generate 

any significant gains from copper business as well. 

The net debt stood at INR26,357 Cr with over INR40,000 Cr of cash and liquid 

investments. Apart from the Zinc India and Oil & Gas business (highest margins 

of 48% and 58% respectively) where the expansion plans are a little behind 

schedule the EBITDA margins may go down further. 

Vedanta aims to expand Zinc India 
mine capacity to 1.2 million tonne 
mined metal production by FY20. 

Jharsuguda Aluminium Plant to be 
expanded to 4 million tonne 

capacity in phase-wise manner. 
Also, coal linkage of 3.2 million 

tonne in-progress. 

H2 FY19 guidance for Oil & Gas 
sector of 200-220 average kboepd 

is well in line for now. 

The net debt stood at INR26,357 
Cr with over INR40,000 Cr of cash 

and liquid investments. 

Vedanta Limited  
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Outlook & Valuation 

Taking into consideration the shut down of copper smelter plant at Tuticorin, 
iron ore mining licenses cancelled in Goa, high costs incurred in aluminum 
refining and mining in Zinc International along with delay in commencement of 
production from on-shore oil well in Barmar, Rajasthan, and additional external 
political headwinds threatening demand overall; we reduce expected EBITDA 
for FY20. 

 

However, the high margins from zinc and oil business in India are expected to 
remain strong and lead the company’s growth in the near future. Also, 
noteworthy is the fact that Vedanta bagged 41 oil & gas blocks which will start 
to contribute in a couple of years. The successful trial run of Gamsberg Project 
of Zinc International with very low cost of productions along side Vedanta’s 
entry into the India steel foray with acquisition of Electrosteel Steels and a 
number of captive iron ore & coal mines in Jharkhand and other eastern Indian 
states are worth notice which will have positive impact in the long term.  

 

Additionally, we still believe the copper plant at tuticorin undergoing expansion 
until plant closure will be able to get through the NGT review (National Green 
Tribunal) with some penalties and stricter pollution check measures. 

 

Hence, expecting current headwinds to impact the business performance of 
Vedanta for the current year, we revise our Target Price downward to INR323 
for FY20 with an EV/EBITDA multiple of 4. 

Vedanta Limited  

Target Price INR323 

The Management also highlighted the issue of availability of coal and its rising 

prices due to both shortage of rakes from Indian Railways as well as freight 

rate hike announced yesterday by 8.75% for important commodities including 

Iron Ore, Steel and Coal and other ores. These will exert an upward pressure 

on the cost of production of aluminium as well as steel. 
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Any document, including this report, which is prepared by the research team of Stewart & Mackertich Wealth Management Ltd. (SMIFS) is circulated for 
the purpose of information only to the intended recipient and should not be replicated or quoted or    circulated to any person/corporate or legal entities 
in any form. This document/ documents/ reports/ opinion should not be interpreted as an Investment/ taxation/ legal advice. While the information 
contained in the report has been procured in good faith, from sources considered/ believed to be reliable, all/ part of the statement/ statements/ opinion/ 
opinions/ view/ views in the report may not be considered to be complete or accurate. Therefore, it should only be relied upon at the recipients own risk.  
 
Research Analysts/ Economists/ Advisors/ Investment Strategists or any other spokes persons of the company (SMIFS) are often sought after for 
expressing their views on print/ electronic/ web media. The views expressed are purely based on their assumption/ understanding on fundamental 
approach/ technical and historic facts on the subject. The views expressed should not be construed as an offer to buy/ sell or hold equity/ commodity/ 
currencies or their derivatives. The views/ opinions expressed is for information purpose only, and may change due to underlying factors, related or 
unrelated or other market conditions and may or may not be updated.  
 
Stewart & Mackertich Wealth Management Ltd, its subsidiaries, or any of its directors, employees, agents, and representatives shall not be liable for any 
damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the 
use of the information/ research reports/ opinions expressed.  
 
Disclosure: Clients/ associates of SMIFS Group may be holding positions in equities or their derivatives on which the research report is made or opinion 
is formed or views are expressed in print or electronic media. We ensure all compliance is adhered to with this report/ reports/ opinion or views 
expressed. 
 
Analyst ownership of the stock – NIL  
Analyst’s dependent relatives’ ownership in the stock – NIL  
 
Analyst Certification: The matter related to the report has been taken from sources believed reliable and the views expressed about the subject or i ssues 
in this report accurately reflect the personal views of the analyst/ analysts. Stewart & Mackertich Wealth Management Ltd. does not compensate partly or 
in full, directly or indirectly, related to specific recommendations or views expressed by the research analysts/ market strategists/ Portfolio Managers.  
 
REGISTRATION as required under SEBI (Research Analyst) Regulation 2014 has been granted by Securities & Exchange Board of India (SEBI), registration 
number being INH300001474.  
 
Stewart & Mackertich Wealth Management Ltd. 
Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 
Tel.: +91 33 6634 5408 /, Fax: 91 33 22893401 
 
Website: www.smifs.com 
 
For queries related to compliance of the report, please contact:  
- Sudipto Datta, Compliance Officer  
Contact No.: +91 33 66345414 / 4011 5414  
Email Id.: compliance@smifs.com / sudipta@smifs.com 
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