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Investment Idea - Reiterated

Sesa Goa

A tempting buy

(CMP : Rs.188, FY11E-P/E : 3.2x, Buy with a target price of Rs. 263)

Pankaj  Bobade
pankaj.bobade@relianceada.com
Tel.: +91-22-42171457

Financials Summary        Rs. Mn

Y/E March FY08 FY09 FY10E FY11E

Revenues 36,022 48,194 79,909 94,259

Rev. Growth (%) 78.0% 33.8% 65.8% 18.0%

EBIDTA 21,749 24,543 43,575 57,743

EBIDTA margins (%) 60.38% 50.93% 54.53% 61.26%

Net Profit 14,920 19,503 32,388 46,456

EPS (Rs.) 19.0 24.8 41.1 59.0

CEPS (Rs.) 19.5 25.4 43.0 61.0

EV/EBIDTA (x) 0.3 4.3 2.3 1.0

EV/Sales (x) -0.35 2.21 1.24 0.59

RoE (%) 66.1% 53.4% 53.7% 47.6%

RoCE (%) Pre-Tax 98.8% 66.1% 70.7% 58.0%

P/E (x) @ Rs 188 9.9 7.6 4.6 3.2

P/CEPS (x) @Rs.188 9.6 7.4 4.4 3.1
Source: Company / Reliance Money Research Contd...

Sesa Goa, which has recently acquired the mining assets of Goa based Dempo

group has corrected to a level of Rs.188 from Rs 203 after the acquisition. In continuation

with our earlier report dated June 15, ’09, we reiterate a Buy with a target of Rs 263.

The global Steel industry is witnessing a revival with steel producers across the globe

– Duferco from Europe, Nucor from US, Anshan China raising prices citing improved

demand scenario following the revival packages launched by respective governments.

Iron ore is a necessary input for Steel making. Being in vicinity to China, Indian iron ore

enjoys price advantage over Brazilian and Australian   iron ore. With annual price

negotiation still in limbo for Chinese Steel makers, it is natural for the them to resort to

spot market for procuring iron ore where the prices are stable @ $75 per tonne (cfr)

despite building up of inventory at ports to 71 mmT which we expect will be consumed

with the advent of monsoons in India when the exports are virtually stopped. With

additional volume- through Dempo acquisition Sesa Goa has opportunity to add to

the saleable volume and build over the bottomline. The acquisition has been made

through the idle cash yielding around 12% p.a., whereas the acquisition can yield

more than 50% RoE  considering past three years track record of Sesa Goa.

At CMP, the stock is quoting at an EV/EBIDTA of 1x for FY11E earnings. We reiterate Buy

with price target of Rs 263 at which the stock will quote at EV/EBIDTA of 2x for FY11E

earnings. We have upgraded the EV/EBIDTA multiples due to the better visibility seen

in the business along with improved pricing power and volumes for disposal and

proper utilization of idle cash lying with the company.
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Profit & loss statement (Rs mn)

Ratio Analysis

Y/E March FY08 FY09 FY10E FY11E

Net Sales 36,022 48,194 79,909 94,259

% Growth 78% 34% 66% 18%

EBIDTA 21,749 24,543 43,575 57,743

% Growth 153% 13% 78% 33%

Interest 15 10 0 0

Depreciation 426 462 1500 1562

PBT 22369 26374 43767 62778

% Growth 149% 18% 66% 43%

Tax 7449 6872 11380 16322

PAT 14920 19503 32388 46456

% Growth 146% 31% 66% 43%

Dividend (%) 450% 250% 250% 250%

EPS (Rs) adjusted* 19.0 24.8 41.1 59.0

BVPS (Rs.) adjusted* 35.5 57.4 95.7 152.0

Y/E March FY08 FY09 FY10E FY11E

OPM (%) 60.4% 50.9% 54.5% 61.3%

NPM (%) 41.4% 40.5% 40.5% 49.3%

RoE (%) 66.1% 53.4% 53.7% 47.6%

RoCE Pre tax (%) 98.8% 66.1% 70.7% 58.0%

Int. Coverage (x) 1440 2479 NA NA

D/E (x) 0.00 0.00 0.00 0.00

Asset Turnover (x) 4.3 2.9 2.9 2.9

Debtors' days 45 30 40 40

Creditors' days 34 50 50 50

Inventory Days 67 45 60 60

Valuation Ratios

P/ CEPS (x) adjusted* 9.6 7.4 4.4 3.1

EV/ EBIDTA (x) 0.3 4.3 2.3 1.0

Mkt Cap/ Sales (x) 0.2 3.1 1.8 1.6

CEPS (Rs.) adjusted* 19.5 25.4 43.0 61.0

P/ BV (x) adjusted* 5.3 3.3 2.0 1.2

Y

Balance sheet  (Rs mn)

Cash Flow Statement  (Rs mn)

Y/E March FY08 FY09 FY10E FY11E

Equity Cap 394 787 787 787

Reserves 27518 44413 74587 118829

Networth 27911 45200 75374 119616

Total Loans 0 0 0 0

Deferred Tax Liability 535 591 2019 2187

Total Liability 28446 45791 77393 121803

Net Block 3981 4093 19681 20119

Investments 20004 22004 24004 26004

Inventory 2635 2916 5973 6003

Debtors 4431 3961 8757 10330

Cash Balance 132 19157 24618 65794

Total Current Liabilities 3399 6992 7873 8837

NCA 4303 19554 32025 73857

Total Assets 28446 45791 77393 121803

Y/E March FY08 FY09 FY10E FY11E

PAT 14920 19503 32388 46456

Depreciation 426 462 1500 1562

Change in WC (1397) 3773 (7010) (656)

Operating CF 13949 23738 26878 47362

Investments (11326) (2000) (2000) (2000)

Capex (410) (555) (18632) (2140)

Misc. Exp (167) 0 0 0

Investing CF (11903) (2555) (20632) (4140)

Equity (0) 0 0 0

Deferred tax liability (Net) 14 56 1428 168

Dividends (2072) (2214) (2214) (2214)

Debt 0 0 0 0

Financing CF (2058) (2158) (786) (2046)

Net Change (13) 19025 5461 41176

Opening Cash 144 132 19157 24618

Closing Cash 132 19157 24618 65794

Source: Reliance Money Research
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DISCLAIMER:
This report is for private circulation only, and not for sale.
Reliance Securities Limited or any of its affiliate companies (collectively referred to as "RMNY ") do not guarantee the accuracy or correctness of the information provided in this report or that any forecasts
or projections made in this report will be realised.
The information set out in this report has been prepared by the author based upon information available to him and/or made available to him and/or from information available in the public domain. No independent
verification has been made of such information or sources. This report is for information purposes only. It has not been prepared with regard to the specific investment objectives, financial situations and/or
particular needs of any specific person who may receive this report. Investors should seek advice from Financial Advisors/Certified Financial Planners/Financial Experts before taking any investment decisions
or acting on any investment strategies that may have been discussed or recommended in this report. No reliance may be placed for any purpose whatsoever on the information contained in this report or on
its completeness.
RMNY makes no representations or warranties regarding the accuracy, completeness or reliability of any information provided in this report. RMNY assumes no responsibility for errors or omissions in the
report. Recipients should conduct their own research before acting on any information received through the report.
RMNY shall not be responsible or liable for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non acting on any information/
material contained in the report.
RMNY shall not be liable to the recipient  or any third party for any damages of any kind, including but not limited to, direct, indirect, incidental, consequential or punitive damages, arising from or connected
with the report and its contents
This report does not constitute nor is it intended to constitute an offer to buy or sell or a solicitation to an offer to buy or sell securities or derivatives or commodities or commodity derivatives or forex derivatives
or mutual fund units or any financial products or an attempt to influence the opinion or behaviour of investors or recipients or provide any investment advice.
RMNY or their employees have or may have from time to time an outstanding position or holding in the securities or other related investments of issuers and companies mentioned herein.
All information/material provided as part of the report shall be for personal use of the Recipients and not for commercial use. No Recipient shall distribute, disseminate or part with any information/material
contained in the report to any person or entity whether in oral, written, electronic or digital form.
RMNY does not offer tax advice on the consequences of investment and the recipient is advised to contact an independent tax adviser for the same. This report is not to be relied upon in substitution for the
exercise of independent judgment.
The investments discussed or recommended in the report may not be suitable for all investors. This report was originally prepared and issued by RMNY for distribution to their market professional and institutional
investor customers. Recipients who are not market professional or institutional investor customers must make their own investment decisions based on their own specific investment objectives and financial
position and using such independent professional advisors as they believe necessary.
Trading in stocks, stock derivatives, commodities and commodity derivatives, and the like is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading
decisions that recipient makes, including but not limited to loss of capital.
The distribution of this report in certain jurisdictions may be restricted or prohibited and accordingly, persons who come into possession of this report are required to inform themselves about, and to observe,
any such restrictions. This report is not directed to, 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 or regulation or which would subject RMNY to any registration or licensing requirement within such jurisdiction.
Any facts or figures mentioned in this report are merely indicative and the recipients should obtain correct facts and figures before making any investment decisions.
Structured securities are complex instruments, typically involve a different levels of risk and are designed for sale only to sophisticated/institutional investors who are capable of understanding and taking the
risks involved.
Mutual fund investments are subject to market risks. Please read the offer documents carefully before investing.
Past performance is not indicative of future results.
RMNY may have issued, and may in the future issue, a trading call regarding securities discussed in this report. Trading calls are short term trading opportunities based on market & technical events. Stock
ratings reflect investment recommendations based on expected total return over a 1 year period. Because trading calls and stock ratings reflect different assumptions, trading calls may be different from the
stock rating calls. Further, RMNY may have issued, or may in the future issue, other reports that are inconsistent with or reach different conclusions from the conclusions presented in this report. RMNY is
under no obligation to ensure that such other reports are brought to the attention of the recipients of this report.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of RMNY, its directors,
officers, or employees.
Opinions, projections and estimates given in this report are subject to change without notice. RMNY has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof in the
event that any opinion, estimate or projection set forth herein, changes or subsequently becomes inaccurate.
This report may provide hyperlinks to other websites. Except to the extent to which the report refers to website of RMNY, RMNY states that it has not reviewed the linked site and takes no responsibility for the
content contained in such other websites. Such hyperlinks are provided solely for the convenience and information of the recipient and the content of the linked site does not in any way form part of this report.
Accessing such websites shall be at recipient's own risk.
This report is specifically for residents in the territory of India. Although access may be available to recipients outside India, though not expressly granted, RMNY shall have no legal liabilities whatsoever in
any laws of any jurisdiction other than India.
The report contains material, including text, graphics, which is protected by copyright and/or other intellectual property rights. All copyright and other intellectual property rights in this material are either owned
by RMNY or have been licensed to RMNY by the owner(s) of those rights so that it can use this material as part of this report.
It is expressly agreed by the recipient of the report that exclusive jurisdiction for any dispute with RMNY resides in the courts at Mumbai and the Recipient expressly consents to the exercise of jurisdiction
in the courts of Mumbai in connection with any such dispute. These terms shall be governed by and construed in accordance with the laws of India.
The information contained in this report may not be transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of
RMNY.
Please cite source when quoting.
Copyright 2009 Reliance Securities Limited and/or its affiliates. All rights reserved.
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Rating Stock Performance

BUY Appreciate more than 15% in next 12 months

HOLD Appreciate upto 15% in next 12 months

REDUCE Depreciate upto 10% in next 12 months

SELL Depreciate More than 10% in next 12 months
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