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GLOBAL METAL DYNAMICS

Chinese net steel exports stood at 8.7 mn tonnes, ~8% and ~1% MoM and YoY increase
respectively. January - November 2015 average net steel export stood at 8.2 mn tonnes
(~28% higher YoY).

Chinese crude steel production for November 2015 stood at 63.3 mn, a ~4% and ~2% fall

on MoM and YoY basis respectively. The average daily production stood at 2.11 mn tonnes,

~1% lower on MoM basis.

Chinese steel prices (HRC) witnessed some stability of late (marginally increased). The current
price of ~US$ 289/tonne is flat against November 2015 average prices of ~US§ 288/
tonne. However; prices are still significantly lower than April - November 2015 average price
of ~US$ 344/tonne.

After remaining range bound for couple of months (hovering around US$ 55-60), Iron ore
(CFR China 63% Fe) prices have gradually falling since mid November. The December 2015
average (till date) of ~US$ 41/tonne is ~14% lower than November 2015 average price of

US$ 47/tonne. Iron ore inventories have increased a bit.

Global crude steel production in November 2015 witnessed a MoM and YoY fall of 4.5%
and 4.1% respectively on account of lower production in China, EU, CIS and Japan. The

average daily production stood at 4.23 mn tonnes, ~1.3% lower on MoM basis.

April — November 2015 global crude steel production is down by 3.2% YoY on account of
lower production in China (~2.4% lower), CIS (4.3% lower); EU (2.1% lower) and Japan
(5.8% lower).

Indian steel production stood at 7.1 mn tonne, a MoM fall of 3.2%. On YoY basis steel
production remained flat. Post marginal improvement in the September end, Indian steel

prices (long as well as flat) have resumed its declining trajectory.

Domestic prices have fallen sharply while Chinese prices (in US$) remained more or less
stable in the last 1 month. However; Domestic prices (including duties) are still trading at

some premium to imported prices.

Current LME prices of aluminium, lead and copper are trading at 3%, 2% and 1% higher
respectively than the beginning of the month while Zinc prices are trading at 2% lower. The
current prices of aluminium, zinc, lead and copper stands at US$ 1,500; US$ 1,515, US$
1,667 and US$ 4,654 respectively. April - November 2015 average prices of aluminium, zinc,
lead and copper stood at US$ 1,658; US$ 1,938; US$ 1,800 and USS$ 5,495, respectively.

Inventory levels for aluminium and copper were largely flat. Lead inventories witnessed

some uptick while zinc inventories registered a decline of late.
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I: China
Monthly net export of steel
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Chinese net steel exports stood at 8.7 mn tonnes, ~8% and ~1% MoM and YoY increase

respectively. January - November 2015 average net steel export stood at 8.2 mn tonnes
(~28% higher YoY).

Monthly steel production
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Chinese crude steel production for November 2015 stood at 63.3 mn, a ~4% and ~2% fall

on MoM and YoY basis respectively. The average daily production stood at 2.11 mn tonnes,
~1% lower on MoM basis.
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Weekly steel prices
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Chinese steel prices (HRC) witnessed some stability of late (marginally increased). The current price
of ~US$ 289/tonne is flat against November 2015 average prices of ~US$ 288/tonne. However;
prices are still significantly lower than April - November 2015 average price of ~US§ 344/tonne.

Iron ore weekly inventory versus Price

200 110
180 100
160
v 140 1 90 g
5 120 1 80 3
8 8
~ 100 g
&= 70 =
S 80 A
60 60
40 L e e L s e e s e B A e e s e e B A B 50
— =~ N AN NN NN HHEFFHFHF O OO0 0N
S AL £ 5 EE AE O R ST AL S E RS AE ST AR
S P o388, oodcSER o ol3SES P oo0od3ER L o0
L7 N A =Rl B A Y=l B 1 A Dl S L B A B 1 S R B4

| Inventories (RHS)

Indian Iron Ore fines 63.5% Fe, CIF China (LHS)

Source: Bloomberg

After remaining range bound for couple of months (hovering around US$ 55-60), Iron ore
(CFR China 63% Fe) prices have gradually falling since mid November. The December 2015
average (till date) of ~US$ 41/tonne is ~14% lower than November 2015 average price of
US$ 47/tonne. Iron ore inventories have increased a bit.

Crude steel production versus Iron ore imports
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Chinese steel production witnessed a decline of 4.2% MoM and 1.6% YoY respectively to

63.3 mn tonnes while iron ore imports have increased on MoM basis.
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Share of iron ore exporters in Chinese iron ore imports
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Market share of all of the exporters remained largely flat. India’s shares continues to remain

negligible.

Monthly coke production and price
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Monthly coke production for November 2015 de-grew by ~1% to 36.7 mn tonnes. Average

coke spot prices witnessed a fall of ~8% on MoM basis.

GDP growth rate versus Crude steel production growth rate
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Chinese GDP growth on QoQ) basis witnessed a fall of 10 bps YoY to 6.9% in September
2015 quarter. Moving in tandem with GDP, crude steel production de-grew by 3.7% for the

same period.
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CIS steel prices
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CRC prices have witnessed some uptick of late while HRC and billet prices remained flat.

US steel prices
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HRC and plate prices were largely stable while CRC prices have witnessed some improvement

of late.

Chinese steel prices
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CRC prices have increased a bit while plate prices witnessed marginal fall of late.
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European Steel and Scrap prices
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Europe steel (HRC) prices and scrap prices remained range bound of late.

Shredded Rotterdam scrap prices on a weekly basis

Shredded Rotterdam export(fob) |
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Of late scrap prices remained range bound (hovering around US$ 180-190/tonne).

Latin American iron prices
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Note: HBI is the abbreviation for Hot Briquetted Iron (Sponge iron).

Both, Pig iron as well as HBI prices remained flat.
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World steel production by countries and growth rates

("000 tonnes) Nov-14 Oct-15 Nov-15 YoY (%) MoM (%) Apr-Nov 14 Apr-Nov 15 YoY (%)

European Union (27)

Austria 671 618 648 (3.4) 4.9 5,260 5,040 (4.2)
France 1,384 1,170 1,180 (14.7) 0.9 10,937 9,981 (8.7)
Germany 3,592 3,639 3,482 (3.1) (4.3) 28,400 28,629 0.8
Italy 1,852 1,899 1,859 0.4 (2.1) 15,628 14,540 (7.0)
Netherlands 592 604 552 (6.8) (8.6) 4,607 4,743 2.9
Poland 729 761 735 0.8 (3.4) 3,777 6,256 8.3
Spain 1,245 1,251 1,209 (2.9) (3.4) 9,676 9,929 2.6
UnitedKingdom 991 910 668 (32.6) (26.6) 8,039 7,037 (12.5)
OtherE.U. 3,170 3,099 2,826 (10.8) (8.8) 24,572 24,325 (1.0)
TurkeyandotherEurope 2,978 3,061 2,794 (6.2) (8.7) 24,230 22,991 (5.1)
CIS

Russia 5,896 5,820 5,715 (3.1 (1.8) 48,115 46,993 (2.3)
Ukraine 1,826 2,056 1,884 3.2 (8.4) 17,747 15,880 (10.5)
OtherCIS 609 532 592 2.7) 11.3 5,051 4,985 (1.3)
NorthAmerica

Canada 960 937 910 (5.2) (2.9) 8,553 8,319 2.7)
Mexico 1,447 1,355 1,310 (9.5) (3.3) 12,520 12,118 (8.2)
UnitedStates 7,216 6,546 6,089 (15.6) (7.0) 59,328 53,260 (10.2)
OtherNorthAmerican 105 91 85 (19.4) (6.6) 828 736 (11.2)
SouthAmerica

Brazil 2,666 2,982 2,548 (4.4) (14.6) 22,906 22,363 (2.4)
OtherSouthAmerican 968 980 900 (7.0) (8.1) 7,589 7,249 (4.5)
Africa 1,193 1,019 1,032 (13.5) 1.3 9,214 8,893 (3.5)
MiddleEast 2,476 2,212 2,112 (14.7) (4.5) 19,087 18,328 (4.0)
Asia

China 64,350 66,125 63,320 (1.6) (4.2) 549,143 536,152 (2.4)
India 7,157 7,377 7,140 (0.2) (3.2) 60,009 59,588 (0.7)
Japan 9,175 9,006 8,745 (4.7) (2.9) 74,099 69,818 (5.8)
OtherAsia 8,011 7,757 7,505 (6.3) (3.2) 63,571 60,915 (4.2)
Oceania 390 501 484 24.1 (3.4) 3,644 3,956 8.5
Total 132,226 132,828 126,825 (4.1) (4.5) 1,103,007 1,067,380 (3.2)

The 66 countries included in this table accounted for ~ 98% of total world crude steel production in 2014.

Source: World Steel Association
Global crude steel production in November 2015 witnessed a MoM and YoY fall of 4.5%
and 4.1% respectively on account of lower production in China, EU, CIS and Japan. The
average daily production stood at 4.23 mn tonnes, ~1.3% lower on MoM basis.
April — November 2015 global crude steel production is down by 3.2% YoY on account of
lower production in China (~2.4% lower), CIS (4.3% lower); EU (2.1% lower) and Japan

(5.8% lower).
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American steel capacity utilisation levels
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Post sharp fall in November, capacity utilizations are stable of late.

III: INDIA

Steel prices
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Both flat as well as long prices have resumed the declining trajectory.

Domestic versus China import prices
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Domestic prices have fallen sharply while Chinese prices (in US$) remained more or less

stable in the last I month. However; Domestic prices (including duties) are still trading at some
premium to imported prices.
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Pig iron and sponge iron prices
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Both, Pig iron as well as sponge iron prices witnessed fall of late.
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SECTION B: NON-FERROUS
Daily LME prices and Inventories
Aluminium
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Lead
2,700 400
2,500 360
o -
£ 2,300 1 320
2 280 2
& 2,100 1 2
% F 240 S
, S
1,900 I
1,700 - L 160
1,500 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ =1 190
R T T - - T S - - < < B B
- N g L5 g b & g a9
2 2§ 2 8 2 2 206 & 2 2 & &
Price(LHS) Inventories (RHS)

Source: Bloomberg

Current LME prices of aluminium, lead and copper are trading at 3%, 2% and 1% higher
respectively than the beginning of the month while Zinc prices are trading at 2% lower. The
current prices of aluminium, zinc, lead and copper stands at US$ 1,500; US$ 1,515, US$
1,667 and US$ 4,654 respectively. April - November 2015 average prices of aluminium, zinc,
lead and copper stood at US$ 1,658; US$ 1,938; US$ 1,800 and US§ 5,495, respectively.

Inventory levels for aluminium and copper were largely flat. Lead inventories witnessed

some uptick while zinc inventories registered a decline of late.

Global non-ferrous mine production, metal production and metal usage
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Primary aluminium production
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Chinese EXIM: Non-ferrous
Copper
(tonnes) Production MoM Netimport MoM Apparent MoM

(%) (%)  consumption (%)
Oct-15 693,180 1.9 335,653 2.1) 1,028,833 0.6
Sep-15 680,235 2.3 342,885 34.7 1,023,120 11.3
Aug-15 664,954 0.2 254,475 2.2 919,429 0.8
Jul-15 663,520 (4.5) 948,895 1.8 912,415 (2.9)
Jun-15 695,121 (4.3) 944,602 (4.0) 939,723 3.6
May-15 652,379 8.1 254,697 (17.6) 907,076 (0.6)

METAL SECTOR 12
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Zinc
(tonnes) Production MoM Netimport MoM Apparent MoM
(%) (%)  consumption (%)
Oct-15 528,941 (1.5) 79,359 78.2 608,300 4.6
Sep-15 536,745 1.1 44,531 23.7 581,276 2.5
Aug-15 531,024 4.8 36,006 8.0 567,030 5.0
Jul-15 506,692 9.4) 33,328 95.5 540,020 6.3)
Jun-15 559,490 5.3 17,045 (62.7) 576,535 -
May-15 531,530 1.9 45,745 (3.2) 577,275 1.5
Aluminium
(tonnes) Production MoM Net export MoM Apparent MoM
(%) (%)  consumption (%)
Oct-15 9,674,883 (1.5) 949,176 (14.5) 9,425,707 0.1
Sep-15 2,715,557 (1.2) 291,442 8.3 2,424,115 (2.2)
Aug-15 9,748,386 1.1 969,016 (7.7) 9,479,870 2.1
Jul-15 9,720,114 (1.3) 991,469 (27.0) 9,428,645 3.1
Jun-15 9,755,814 3.3 399,258 9.6 2,356,556 2.3
May-15 2,667,677 3.1 364,380 (1.8) 2,303,297 3.9

Chinese net imports of Copper grew by ~14% YoY to 335,653 tonnes while Zinc net imports

witnessed YoY growth of ~8.7x to 79,359 tonnes in the month of October 2015. Net

exports for Aluminium have witness a YoY fall of ~23% to 249,176 tonnes.

13
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Bloomberg valuations of Indian and Global metal companies

DECEMBER 2015

RoE Price/Book EV/EBITDA (x)

EV/EBITDA (x)

(%) (%) (FY16/CY15) (FY17/CY16)
Ferrous
Tata Steel 4.7 0.6 9.3 6.9
Jindal Steel & Power 4.6 0.4 11.1 8.6
SAIL 5.2 0.4 134.3 15.5
JSW Steel 9.9 1.1 8.0 6.2
Monnet Ispat (5.8) NA 33.6 13.7
Bhushan Steel 2.4 0.1 NA NA
Usha Martin (1.5) NA 9.6 8.8
NMDC 21.0 1.1 4.4 4.2
Vedanta 7.4 0.3 5.0 4.4
Sarda Energy & Minerals 5.0 0.3 8.8 9.5
Non ferrous
Hindustan Zinc 19.4 1.4 4.0 3.9
Hindalco Industries 6.5 0.3 10.1 8.5
NALCO 9.9 0.9 6.2 6.6
Global
JFE Holdings 7.8 0.6 8.1 6.8
Kobe Steel 10.4 0.6 5.8 5.2
Nippon Steel 7.6 0.8 8.3 7.2
Andang Steel (2.2) 0.4 9.7 8.0
China Steel 3.2 0.9 11.8 10.1
Arcelormittal 3.1 0.2 NA NA
Vedanta Resources (1.8) 0.3 7.6 5.9
US Steel (11.2) 0.4 8.6 4.0
Rio-Tinto 9.1 1.1 6.6 5.7
BHP Billiton 9.4 0.8 6.6 5.6
Peabody (59.9) 0.1 11.1 8.9
ALCOA 4.0 0.9 7.3 5.9
Xstrata 8.1 NA NA NA
Korea Zinc 11.3 1.7 6.8 6.2
Rusal 6.8 0.9 7.6 7.2
CHALCO (4.1) 0.9 16.5 13.7
Hebei Iron & Steel 1.3 0.8 14.3 NA

Source: Bloomberg
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Valuations of companies under our coverage

Price | Target | Reco. Adj EPS PER EV/EBITDA P/BV RoE

Company 21Nov| price (Rs) (x) (x) (x) (%)

(Rs) (Rs) FY16E FY17E FYI18E| FY16E FY17E FYI18E | FY1I6E FY17E FYI18E | FY16E FY17E FYI18E| FY16E FY17E
Ferrous
Tata Steel 258 255| OP (1.7) 9.1 27.0 - 28.3 9.6 8.4 6.3 5.0 0.7 0.7 0.7 (0.5) 2.6
Jindal Steel and Power 92 —| UR (12.4) (5.1) 10.0 - - 9.2 11.8 9.3 7.2 0.4 0.4 0.4 (5.5) (2.4)
JSW Steel 1,046 825| UP 5.6 63.9 94.3 188.2 16.4 11.1 9.9 7.1 6.0 1.1 1.1 1.0 0.6 6.7
SAIL 48 35| SELL (7.3) 0.9 5.5 - 53.2 8.8 - 16.1 10.2 0.5 0.5 0.5 (7.3) 1.0
NMDC 91 94| UP 9.8 10.4 11.6 9.3 8.8 7.9 5.3 6.2 6.3 1.1 1.1 1.1 12.1 12.8
Monnet Ispat 34 —| UR (146.0) (134.2) (132.8) - - - - 49.2 28.0 0.2 4.8 (0.3) (68.1) (180.7)
Usha Martin 11 13| UP (10.3) 9.3) (6.4) - - - 10.8 9.7 7.3 0.2 0.3 0.4 (20.1)  (22.6)
Godawari Power and Ispat 71 71| UP (14.9) (5.0) 6.7 - - 10.6 8.5 6.9 5.8 0.3 0.3 0.3 (5.4) (1.9)
Non-Ferrous
Vedanta 87 98| OP 10.5 9.7 10.7 8.2 9.0 8.1 2.5 2.3 2.2 0.5 0.4 0.4 5.7 5.0
Hindalco 81 70| UP 3.8 9.9 17.0 21.2 8.2 4.8 8.5 7.0 5.6 0.4 0.4 0.4 2.1 5.2
Nalco 44 50| BUY 3.8 3.6 4.5 11.5 12.4 9.9 4.6 5.3 4.0 0.9 0.8 0.8 7.6 6.8
Hindustan Zinc 148 160 | OP 20.6 19.8 20.9 7.2 7.5 7.1 3.4 3.1 2.3 1.3 1.1 1.0 18.7 16.0
Pipes
Jindal Saw 63 75| OP 7.5 8.8 6.5 8.3 7.2 9.6 8.3 7.3 7.7 0.5 0.5 0.4 6.0 6.7
Welspun Corp 111 125| OP 10.2 10.1 6.6 10.9 11.0 16.7 4.6 4.3 4.6 1.0 0.9 0.9 9.2 8.4
Maharashtra Seamless 175 140 | UP 5.1 7.7 10.3 34.5 22.7 17.0 179.1 25.8 16.5 0.5 0.5 0.5 1.5 2.3
Ratnamani 556 650 | OP 36.9 40.4 43.0 15.1 13.8 12.9 8.5 7.7 7.1 2.5 2.2 1.9 17.6 16.8
Note: OP — Outperformer, UP — Underperformer, UR — Under Review, NR — Not Rated
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OUTPERFORMER +10% to +20% +15% to +25% +20% to +30%
UNDERPERFORMER +10% to -10% +15% to -15% +20% to -20%
SELL <-10% (absolute returns) <-15% (absolute returns) <-20% (absolute returns)

Disclaimer: This report was prepared, approved, published and distributed by Batlivala & Karani Securities India Private Limited ("B&K") located outside
of the United States (a "non-US Group Company"), which accepts responsibility for its contents. It is distributed in the U.S. by Enclave Capital, a U.S.
registered broker dealer, on behalf of B&K, only to major U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934
(the "Exchange Act")) pursuant to the exemption in Rule 15a-6. Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal
requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other regulatory requirements pertaining to research reports or research
analysts. No non-US Group Company is registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority,
Inc. or any other U.S. self-regulatory organization. Outside the United States, this report is distributed by B&K or an authorized affiliate of B&K.

The report has been compiled or arrived from sources believed to be reliable and in good faith, but no representation or warranty, express or implied is made
as to their accuracy, completeness or correctness. B&K has not verified the factual accuracy, assumptions, calculations or completeness of the information.
Accordingly, B&K accepts no liability whatsoever for any direct or consequential loss or damage arising from (i) the use of this communication (ii) reliance of
any information contained herein, (iii) any error, omission or inaccuracy in any such Information or (iv) any action resulting there from. B&K provides the
information for the purpose of the intended recipient's analysis and review and recipients are advised to verify the factual accuracy, assumptions, calculations
and completeness of the information.

This report was produced by B&K solely for information purposes and for the use of the recipient. It is not to be reproduced under any circumstances and
is not to be copied or made available to any person other than the recipient. All estimates, expressions of opinion and other subjective judgments contained
herein are made as of the date of this document. Emerging securities markets may be subject to risks significantly higher than more established markets. In
particular, the political and economic environment, company practices and market prices and volumes may be subject to significant variations. The ability to
assess such risks may also be limited due to significantly lower information quantity and quality. By accepting this document, you agree to be bound by all the
foregoing provisions. This document does not constitute an offer of, or an invitation by or on behalf of B&K or its affiliates or any other company to any
person, to buy or sell any security.

Analyst Certification: Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual analyses, that (1)
the views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation
was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in this report.

Disclosures, applying to B&K and the Analyst (together with associates and family members)

Ownership interest in the issuer of the securities mentioned <1%
Other financial interest in the issuer None
Other material conflict of interest None

Compensation/benefits received from issuer/3™ Parties in past 12 months:

Public offerings managed/co-managed for issuer None

Fees for merchant banking, investment banking or brokerage services (as percentage of issuer’s turnover) <0.1%

Compensation for other services (as percentage of issuer’s turnover) < 0.1%
Analyst service as officer, director or employee of the issuer None

Involvement in market-making in the issuer’s securities None




B&K RESEARCH DEcCEMBER 2015
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1. B&K or its Affiliates have not recently been the beneficial owners of 1% or more of the securities mentioned in this report.
2. B&K or its Affiliates have not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months.
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may buy or sell those securities or options thercon ecither on their own account or on behalf of their clients.

5. B&K or its Affiliates may, to the extent permitted by law, act upon or use the above material or the conclusions stated above or the research or analysis on
which they are based before the material is published to recipients and from time to time provide investment banking, investment management or other
services for or solicit to seck to obtain investment banking, or other securities business from, any entity referred to in this report.

6. As of the publication of this report, Enclave Capital does not make a market in the subject securities.

Enclave Capital is the distributor of this document in the United States of America. Any US customer wishing to effect transactions in any securities referred
to herein or options thereon should do so only by contacting a representative of Enclave Capital and any transaction effected by a U.S. customer in the
securities described in this report must be effected through Enclave Capital (19 West 44th Street, suite 1700, New York, NY 10036).
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