INVasset
Corporate
Insights

Steel

3rd January, 2024

INV
ASSET

India's Best Performing and Most Customer Centric PMS



India's Best Performing
and Most Customer Centric PMS

INW

JSW Steel, a leading player in the Indian steel industry, stands at the forefront of
manufacturing and selling iron and steel products. With a vision to redefine the steel
landscape, JSW Steel aspires to expand its crude steel capacity from 18 MnTPA to an
ambitious 45 MnTPA within the next decade. The company recently solidified its
position as the largest steel producer in India through the strategic acquisition of
Bhushan Power and Steel Ltd. (BPSL), a move that reinforces JSW Steel's commitment
to growth and market leadership. JSW Steel is not merely a player in the steel industry;
it is a visionary force shaping the future of steel manufacturing. With a focus on
innovation, strategic acquisitions, and global partnerships, JSW Steel is poised for
sustained growth and profitability, making it an attractive proposition for investors
seeking a stake in the future of steel.

Diversified Product Portfolio and Revenue Breakup: JSW Steel boasts a diversified
product portfolio, encompassing a wide range of products, including hot-rolled, cold-
rolled, galvanized/galvalume, pre-painted, tinplate, electrical steel, TMT bar, wire rod,
special steel bar, round, and bloom categories. This diverse product mix positions the
company for resilience and adaptability in dynamic market conditions.

The revenue breakdown reflects the company's strong domestic foothold, with 79% of
revenue generated domestically and 21% through exports. The product mix is
strategically balanced, with flats contributing 72%, longs 24%, and semis 4% to the
overall revenue. This balanced approach mitigates risks and enhances stability in
revenue streams.

Driving Growth Through Value Addition and Capacity Utilization: JSW Steel is
strategically focused on increasing the share of revenue from Value Added Steel
Products (VASP) to enhance margins and overall profitability. The company's
commitment is evident as the revenue share from VASP has climbed from 35% to an
impressive 50%. Capacity utilization rates have consistently been robust, ranging
from 79% in FY16 to 89% in FY20, showcasing the company's efficiency in utilizing its
production capabilities.

Global Presence and Distribution Network: JSW Steel has a global footprint,
exporting its products to over 100 countries across five continents. The company's
distribution network includes an extensive chain of 11,000+ exclusive and non-
exclusive retail outlets, solidifying its market presence. The strong foothold in South
and West India further enhances the company's reach and accessibility.

Robust Manufacturing Capabilities and Raw Material Security: With a journey
that began with a modest crude steel capacity of 2.5 MnTPA in FY06, JSW Steel has
significantly expanded its manufacturing capabilities. Currently operating from three
facilities, Vijaynagar Works (12 MnTPA), Dolvi Works (5 MnTPA), and Salem Works (1
MnTPA), the company's plants have a combined captive power capacity of
approximately 1,000 MW.

Strategic Investments and Expansion Initiatives: JSW Steel's dedicated pursuit of
growth and technological advancement is evident in its robust expansion strategy,
involving a substantial capex of Rs. 49,000 crores. This commitment materializes
through key projects and endeavors which strategically position JSW Steel for
increased production, operational efficiency, and sustainable practices, showcasing
a forward-thinking approach to secure a strong foothold in the competitive steel
industry.

Challenges and Mitigation Strategies: While the company faces challenges in its
foreign operations, particularly in the US and ltaly, due to market dynamics, it has
proactively undertaken a modernization program to improve the operating profile and
address the issues. The strategic collaboration with JFE Steel Corporation since 2010
and their 15% stake acquisition underscores the company's commitment to
technological excellence and global partnerships.
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Q2 FY 24 Result Update

Q2 Fy2u Q1Fy2y Q2 Fy23 Q0Q yoy
Sales L4584 42213 41778 5.62% 6.72%
EBITDA 8688 7343 2475 18.32% 251.03%
EBIT 6669 5443 670 22.52% 895.37%
Net Profit 2773 2428 915 14.21% 403.06%
EPS 11.29 9.67 -3.51 16.75% 421.65%

Result Highlights

The financial results for JSW Steel for Q2 FY24 show a robust performance compared to the previous quarter (Q1 FY24) and
the same quarter in the previous fiscal year (Q2 FY23). Sales have increased by 5.62% on a quarter-on-quarter (QOQ) basis
and by 6.72% year-on-year (YOY). EBITDA (Earnings Before Interest, Taxes, Depreciation, and Amortization) saw a
significant rise of 18.32% QOQ and an impressive 251.03% YOY, indicating substantial operational efficiency improvements.

EBIT (Earnings Before Interest and Taxes) has also increased remarkably by 22.52% QOQ and 895.37% YOY, which suggests
that the company's core operations have become much more profitable. Net Profit has seen a turnaround from a loss in Q2
FY23 to a profit in Q2 FY24, with growth of 14.21% QOQ and a dramatic YOY increase of 403.06%, indicating strong
profitability. Lastly, the Earnings Per Share (EPS) have improved from negative in the previous year to 11.29 in Q2 FY24, with
growth rates of 16.75% QOQ and 421.65% YOY, reflecting the increased value generated for shareholders.

Strategic Capacity Expansion and Investment Plans: JSW Steel's strategic focus on expanding its steel production
capacity is a key qualitative aspect. With plans to add 8.5 million tonnes by 2025 and targeting 50 million tonnes by the end
of the decade through brownfield expansions, the company exhibits a forward-looking approach. This expansion aligns with
the anticipated growth in domestic demand and underscores JSW Steel's commitment to being a major player in the steel
industry.

Robust Performance Amid Global Challenges: The company's strong performance in H1 FY24, marked by a 14.1% YoY
growth in India's crude steel production and a significant increase in steel consumption, showcases its resilience in the face
of global economic uncertainties. JSW Steel's ability to navigate challenging macro conditions, driven by domestic demand
and government initiatives, positions it as a reliable and adaptive industry leader.

Focus on Value-Added and Special Products: JSW Steel's strategic emphasis on value-added and special products,
comprising 62% of consolidated sales in Q2 FY24, underscores the company's proactive approach to innovation and
diversification. By dedicating a substantial portion of its portfolio to higher-value products, JSW Steel not only strengthens
its revenue streams but also positions itself as a technology-driven steel manufacturer ready to meet the dynamic demands
of the market. This focus on value-added offerings allows the company to navigate challenges in the steel industry by
differentiating itself through technological advancements and meeting the evolving preferences of its diverse customer
base.

Financial Metrics and Debt Management: Beyond quantitative financials, the company's financial metrics indicate a
strong position. With an EBITDA margin of 19.49% and disciplined management of net debt to equity, JSW Steel showcases
financial prudence. This highlights the company's commitment to maintaining a healthy balance between growth and
financial stability.

Comprehensive Outlook and Future Commitments: JSW Steel's outlook and future plans underscore its confidence in
sustained domestic demand. The company's commitment to completing the 50 million tonnes capacity expansion by 2030,
coupled with a focus on brownfield expansions for efficiency, demonstrates a strategic and disciplined approach to growth.
Additionally, the commitment to capex efficiency and raw material security further solidifies its long-term vision and
resilience in the steel industry.
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Highlights

Global Economic Overview: The global economic landscape exhibits a nuanced pattern, with the US demonstrating
resilience, Europe experiencing a slowdown, and Asia (excluding China) showing positive signs. Inflation, while
gradually declining, persists above central bank targets in several countries. The International Monetary Fund (IMF)
forecasts global growth at 3% in 2023 and 2.9% in 2024. While risks have balanced, geopolitical concerns, especially
related to energy prices and inflation, continue to pose potential challenges.

Indian Economic Momentum: India remains a bright spot in the global economic scenario, driven by robust
momentum fueled by substantial government spending on infrastructure, particularly in the development of roads and
railways. A CRISIL report underscores this trajectory, projecting a significant uptick in infrastructure investments from
fiscal year 2024 to 2030, positioning India as a key player in the global economic landscape.

Steel Demand and Production Scenario: Despite marginal growth in global crude steel production, China leads the
increase, while global steel demand is on the ascent, primarily propelled by India's incremental contribution. Notably,
the global steel sector exhibits resilience in the face of challenging macro conditions, emphasizing a positive and
promising outlook.

Market Trends and Dynamics: A nuanced understanding of market trends reveals a shifting landscape, with evolving
consumer preferences, technological advancements, and geopolitical factors influencing the steel industry. JSW
Steel's strategic positioning aligns with these trends, ensuring adaptability and resilience in a dynamic market
environment.

Capacity Expansion and Investments: JSW Steel is strategically positioning itself for substantial growth by adding
8.5 million tonnes of capacity by 2025, with plans for incremental capacities aiming at 50 million tonnes by the end of
the decade through brownfield expansions. The commitment to aggressive capital expenditure, amounting to Rs.
52,000 crores until fiscal year 2026, reflects a dedicated focus on growth with an emphasis on capital efficiency.

Financial Metrics and Debt Profile: JSW Steel maintains robust financial metrics, exemplified by an EBITDA margin of
17.6%, with the net debt to EBITDA ratio at 2.52, and a net debt to equity ratio at 0.92. The increase in net debt by Rs.
2,398 crores is mainly attributed to the consolidation of net debt from the JISPL merger. Despite this increase, the
overall financial health remains strong.

Innovation in Steel Production: JSW Steel's performance is not only marked by quantity but also innovation. The
company is investing in research and development to introduce advanced technologies in steel production, aiming to
enhance product quality, reduce production costs, and maintain a competitive edge in the global steel market.

Employee Training and Skill Development: JSW Steel recognizes that its ambitious expansion plans hinge on a
workforce that is not only well-equipped with current skills but also adaptable to emerging technologies and industry
trends. The company's commitment to employee training and skill development manifests in comprehensive programs
aimed at upskilling and reskilling employees. This investment in human capital is a strategic move to guarantee a
versatile and agile workforce capable of navigating the complexities of the steel industry. By fostering continuous
learning, JSW Steel not only ensures the successful execution of expansion projects but also reinforces its competitive
advantage by staying ahead in a dynamic and ever-evolving market landscape. The emphasis on skill development
underscores the company's forward-looking approach, preparing its employees for the challenges and opportunities
thatlie ahead in the steel industry's future.

Sustainable Practices and Environmental Stewardship: JSW Steel places a strong emphasis on sustainable
practices and environmental stewardship in its operations. The company is dedicated to minimizing its environmental
footprint through various initiatives, including energy-efficient technologies, waste reduction, and responsible
sourcing of raw materials. By prioritizing sustainability, JSW Steel not only fulfills its corporate social responsibility but
also aligns itself with global efforts to address climate change and environmental concerns.

3 www.invasset.com



INV

India's Best Performing S
and Most Customer Centric PMS AS SE T

Strategic Partnerships and Alliances: JSW Steel's growth strategy involves forging strategic partnerships and
alliances. Collaborations with suppliers, technology partners, and industry stakeholders contribute to the company's
resilience, ensuring access to resources, knowledge, and market insights.

Outlook and Future Plans: The outlook for JSW Steel remains optimistic, driven by expectations of continued strong
domestic demand. The growth trajectory is supported by infrastructure development, manufacturing, and inclusive
economic growth. The commitment to completing the 50 million tonnes capacity expansion by 2030, coupled with a
focus on brownfield expansions for faster execution, underscores a strategic vision for sustained and substantial
growth. The company maintains a steadfast commitment to capex efficiency and securing raw materials for long-
term stability.

Human Sales and
Resources Marketing

Story Through Charts
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Technical Outlook
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The technical analysis for JSW Steel Ltd. suggests a positive trend in its weekly timeframe. The chart indicates a multi-year breakout and a
subsequent retest of the breakout level, which is a bullish sign. The stock has been making higher lows, as indicated by the ascending trendline,
showing continued buying interest. The moving averages further support this bullish sentiment, with both simple and exponential moving averages
on arise across different time frames. The Relative Strength Index (RSI) readings are neutral to positive, with the daily RSI at 48.98, indicating neither
overbought nor oversold conditions, and the weekly RSI at 57.85, which is mildly bullish. Overall, the technical indicators reflect a constructive
outlook for JSW Steel Ltd. in the weekly chart, supported by the moving averages and RSl levels.
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Disclaimer: This report has been prepared by the research department of Invasset, is for information purposes only. This report is
not construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or
solicitation would be illegal. Invasset have exercised due diligence in checking the correctness and authenticity of the information
contained herein, so far as it relates to current and historical information, but do not guarantee its accuracy or completeness. This
Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
orany other useis strictly prohibited. This Document is subject to changes without prior notice.

The opinions expressed are our current opinions as of the date appearing in the material and may be subject to change from time to
time. Prospective investors are cautioned that any forward looking statement are not predictions and are subject to change without
prior notice. Recipients of this material should rely on their own investigations and take their own professional advice. Invasset or
any of its affiliates or employees 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. Invasset. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the
implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should
rely on their own investigations.

Invasset and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in
this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavour to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that
prevent us from doing so. This reportis not directed to or intended for display, downloading, printing, reproducing or for distribution
to or use by any person in any locality, state and country or other jurisdiction where such distribution, publication or use would be
contrary to the law or regulation or would subject to Invasset or any of its affiliates to any registration or licensing requirement
within such jurisdiction. Invasset may or may not hold any securities discussed in the article in its portfolios. Invasset may or may not
take decisions based on the information contained in the article while curating portfolios for its clients. Without limiting any of the
foregoing, in no event shall Invasset, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.

This research has been done by the

Core Fundamental Research Team of InvAsset PMS Desk.

Anirudh Garg Harshal Dasani Bhavik Joshi
anirudhgarg@invasset.com | harshaldasani@invasset.com | bhavikjoshi@invasset.com
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