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Weak Revenues! 25" April, 2016

CMP: Rs. 172
Target Price: Rs. 185
Recommendation: HOLD
Stock Info
BSE Group A
BSE Code 500188
NSE Symbol HINDZINC
Bloomberg HZIN
Reuters HZNC.BO
BSE Sensex 25,838
NSE Nifty 7,899
Market Info

Market Capital Rs 72,717cr
Equity Capital Rs 845cr
Avg. Trading Vol. 11,14,170
52 Wk High/ Low 199/117
Face Value 2
Shareholding Pattern (%) (Dec 2015)
Promoters 64.9
Domestic Institutions 31.2
Foreign Institutions 1.9
Public & Others 2.0
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Generating Wealth. Satisfying Investors.

Result Update-Q4FY16

Hindustan Zinc

For the year FY 16, Hindustan Zinc’s (HZL) reported marginal drop in profits which
stood at Rs 8,166 crs. Revenue for the year dropped down by 4.5% YoY.

Operational Performance:

Mined metal production for the year was in line with guidance at 889K MT vs
887K MT in FY 2015. For Q4 FY 16 it was however down by 30% YoY to 188k MT.
The decrease was largely on account of lower production primarily from
Rampura Agucha open pit as per mining plan, which was partially offset by
significantly higher production from all the underground mines especially
Sindesar Khurd & Khayad mines, resulting in higher lead & silver volumes.

Refined Zinc metal production during the quarter was 29% lower YoY & 25%
lower than Q3 FY 16 in line with the metal production. Integrated lead & silver
metal production increased by 16% & 65% respectively QoQ due higher volumes
from Sindesar Khurd mines.

Refined metal production was higher than mined metal production primarily on
account of conversion of existing mined metal inventory & enhanced smelter
efficiencies. Integrated zinc, lead & silver metal production for the year increased
by 5%, 33% 7 8% YoY respectively.

Financial Performance:

Revenues for the quarter were down 24% on YoY basis at Rs 3,132 crs. EBITDA
was down by 34% on YoY basis to Rs 1,308 crs. PAT however increased by 7.6%
YoY to Rs 2,149 crs, due to higher other income & by lower tax expense.

On blended basis total operating cost increased by 11% to Rs. 95,015 per tonne
on YoY basis resulting in drop in EBITDA margin by 6% YoY to 42%.

Valuation:

We have valued stock on EV/EBITDA of 10.5 (x) its FY17E EBITDA and have
arrived at fair value of Rs 185 per share. At CMP of Rs 172 the stock is trading at
FY17E EV/EBITDA of 9.8 (x). We recommend HOLD rating on the stock.

Y/EMarch, (RsinCr) FY13 FYi4 FY15E FY16 FY17E
Net Revenue 12,700 13,636 14,788 14,226 15,712
EBIDTA 6,482 6,962 7,420 6,640 7,644
PAT 6,899 6,905 8,178 8,166 8,359
EPS 16.3 16.3 194 194 19.8
RONW (%) 233 19.8 20.2 20.2 20.6
P/E(X) 7.4 7.9 84 9.5 8.7
EV/EBITDA(X) 7.0 7.6 9.1 12.1 9.8

Source: Ace Equity, Arihant Research
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Stock Rating Scale
Absolute Return

BUY >20%
ACCUMULATE 12% to 20%
HOLD 5% t012%
NEUTRAL -5% to 5%
REDUCE <-5%
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Disclaimer:

This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of
any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based,
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm.
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