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Wipro 

Share Holding Pattern (%) 

Sector Outlook Positive 

Stock  

CMP (INR)                            210 

Target Price (INR)  253 

NSE Symbol HINDZINC 

Bloomberg HZ IN 

Reuters HZNC.BO 

Key Data  

Nifty 11,908 

52WeekH/L(INR) 291/193 

O/s Shares (Mn) 4225 

Market Cap (INR 
bn) 

890 

Face Value (INR) 2 

Average volume  

3 months 11,14,820 

6 months 9,51,360 

1 year 9,04,300 

Relative Price Chart 

Company Overview  
Hindustan Zinc Limited was incorporated on January 10, 1966. It is engaged in exploring, extracting 

and processing of minerals. Hindustan Zinc produces refined zinc, lead and silver metal through their 

fully integrated operations comprising of mines, smelters, captive power plants and refineries. The 

refined metal products are sold primarily in India and ‘surplus’ production is exported all over the 

world. HZL’s operations include five zinc-lead mines, four zinc smelters, one lead smelter, one zinc-

lead smelter, eight sulphuric acid plants, one silver refinery plant, six captive thermal power plants 

and three captive solar plants in the state of Rajasthan. In addition, HZL also has a rock phosphate 

mine in Matoon, near Udaipur in Rajasthan and zinc, lead, silver processing and refining facilities in 

the state of Uttarakhand. The Company also has wind power plants in Maharashtra and solar power 

plants in the state of Rajasthan. 

Investment Rationale  
 
Debottlenecking efficiencies and shafts commissioning to contribute to Topline 
The smelter de-bottlenecking which was expected to expand capacity to 1.13 million tonnes per an-

num (MTPA) has been completed. Additionally, the first metal is expected to be out of Fumer by the 

end of Q3FY20 with the commissioning already been commenced. Fumer project will lead to addi-

tional 30-35t of silver on an annual basis. The expansion project which is underway is also on the 

verge of completion and is expected to reach 1.2 MTPA of mined metal production capacity in H2 of 

FY20. The management expects shaft commissioning at Rampura Agucha (RA) mine by early 

Q3FY20 and also at Rajpura Dariba mine of 0.6mnt by Q3FY20E. 

Healthy reserve base to provide supply security  
Hindustan Zinc Limited during the year had a gross addition of 5.4 million tonnes (MT) to reserve and 

resource (R&R), prior to depletion of 13.8 MT. As of March 2019, the combined reserved and re-

source was estimated to be 403MT which contains 965 million ounces of silver and 34.6 MT of zinc-

lead material. This healthy reserve base provides strong revenue visibility and supply security. One 

more positive point comes from the fact that the company is is India’s largest and world’s second larg-

est zinc-lead miner and their overall mine lifes continue to be upward of 25 years.  

Low cost of production coupled with rising zinc prices translates into margin expansion 
The cost of production reported by the company declined by USD 19/tonne to USD 1048/tonne in 

Q2FY20 due to lower price of imported coal and higher linkages. The management has further guided 

for the cost of production to go down to USD 1030/tonne in H2FY20 helped by lower fuel prices and 

volume led benefits. Along with the lower cost of production, the zinc market is expected to be in defi-

cit for the next year keeping zinc prices at favorable levels. The falling costs of production combined 

with higher zinc prices will lead to a margin expansion for the company. 

 

Valuation and Outlook 
We expect that the company’s cost of production will fall with shaft commissions at Rampura and Ra-

jpura mines. Zinc prices moved up by 10% in last one month due to production cuts and improvement 

in sentiments related to USA-China Trade war. The recent uptick in zinc and lead prices on the LME 

augurs well for HZL. We value the stock at 10.6x FY21E P/E ratio and arrive at a target price of Rs 

253, maintaining Buy recommendation on the stock with a 20% upside. 
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Source: Company, BP Equities Research 

Key Financials 

YE March (Rs. mn)  FY17   FY18   FY19   FY20E   FY21E  

Revenue 187,980  220,820  211,180  216,053  233,756  

Revenue Growth (Y-oY) 21.6% 17.5% (4.4%) 2.3% 8.2% 

EBIDTA 97,390  122,700  106,700  102,425  114,433  

EBIDTA Growth (Y-o-Y) 46.4% 26.0% (13.0%) (4.0%) 11.7% 

Net Profit 83,160  92,760  79,560  79,176  83,873  

Net Profit Growth (Y-o-Y) 1.7% 11.5% (14.2%) (0.5%) 5.9% 

Diluted EPS 19.7  22.0  18.8  18.7  19.9  

Diluted EPS Growth (Y-o-Y) 1.7% 11.5% (14.2%) (0.5%) 5.9% 

Key Ratios 

EBIDTA (%) 51.8% 55.6% 50.5% 47.4% 49.0% 
NPM (%) 44.2% 42.0% 37.7% 36.6% 35.9% 

RoE (%) 27.0% 25.8% 23.7% 21.0% 20.0% 
RoCE (%) 30.6% 32.6% 30.4% 25.5% 25.7% 

Valuation Ratios 
P/E (x) 10.7x 9.6x 11.2x 11.3x 10.6x 
EV/EBITDA 8.4x 7.2x 8.5x 8.6x 7.6x 

P/BV (x) 2.9x 2.5x 2.7x 2.4x 2.1x 
Market Cap. / Sales (x) 4.7x 4.0x 4.2x 4.1x 3.8x 
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Week Gone by 

Institutional Sales Desk                        Tel:  +91 22 61596403/04/05 

Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will 
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, 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.  

BP EQUITIES Pvt. Ltd 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. 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 cau-
tioned 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. BP EQUITIES Pvt. Ltd 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 inadver-
tent error in the information contained in this report. BP EQUITIES Pvt. Ltd. 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. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

This report is 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 BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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