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BUY HOLD SELL 

   

> 15% -5% to 15% < -5% 

Stock Rating 

Sector Outlook Positive 

Stock 
 

CMP (INR)                            153 

Target Price (INR)  175 

NSE Symbol NATIONALUM 

BSE Code 532234 

Bloomberg NACL IN 

Reuters NALU.BO 

Key Data 
 

Nifty 21,711 

52WeekH/L(INR) 1,537 / 911 

O/s Shares (Mn) 1,834 

Market Cap (INR bn) 281 

Face Value (INR) 5 

Average volume 
 

3 months 2,80,34,200 

6 months 1,90,68,530 

1 year 1,46,10,450 

Share Holding Pattern (%) 

Company Overview 

Incorporated in 1981, National Aluminium Company Ltd. (NALCO) is a scheduled ‘A’ Navratna 
CPSE having its registered office in Bhubaneshwar. The company is one of the largest integrated 
primary producers of aluminium in Asia and has a presence across the entire value chain from baux-
ite mining, alumina refining, aluminium smelting, and power generation to downstream products. The 
company has extensive products across different categories. In the Alumina category, it offers prod-
ucts like Calcined Alumina, Alumina Hydrate, Speciality Hydrates, etc. In its Aluminium category, it 
offers a range of products such as Standard Ingots, Sow Ingots, T-Ingots, Wire Rods, Billets, and 
Flat Rolled Products (Coils, Sheets, and Chequered Sheets). NALCO has a vast operation capacity 
in Odisha for a Bauxite Mine consisting of 68.25 lakh TPA, an Alumina refinery consisting of 22.75 
lakh TPA, and an Aluminium smelter consisting of 6.40 lakh TPA & 1,200 MW captive power plant 
capacity as on FY23. To reduce its input cost and as a part of the green initiative, the company has 
installed 198 MW Wind Power Plants at various locations in India and 850 kWp rooftop Solar Power 
Plants at its premises. Furthermore, as a part of backward integration, the company has established 
a caustic soda plant in JV with Gujarat Alkalies & Chemicals Limited (GACL) in Gujarat which was 
commissioned in May 2022. Additionally, the company has formed a JV Company named ‘Angul 
Aluminium Park Private Ltd’ (AAPPL) with Odisha Industrial Infrastructure Development Corporation 
(IDCO) to give a boost to ancillary, upstream, and downstream products related to the aluminium 
industry. 

Investment Rationale  

Integrated operations and strong credit metrics despite industry headwinds 

NALCO operates captive high-quality bauxite mines, which meet 100% of its alumina requirement 
for manufacturing aluminium. It also operates 1,200 MW coal-based captive power plants, which are 
sufficient for its entire aluminium smelting capacity. For feeding coal, it has a fuel supply agreement 
with Mahanadi Coalfield Limited for around 85% of its requirement. This integration confers signifi-
cant cost advantages, making NALCO one of the few low-cost producers of alumina across the 
world. Furthermore, NALCO’s facilities are located close to raw material sources, leading to savings 
in freight costs. In the past, NALCO maintained a negative net debt position. Also, the interest cover-
age has remained fairly comfortable due to marginal interest obligations. This resulted in the compa-
ny maintaining its net leverage position well below the industry average, considering the likely 
healthy EBITDA generation over the medium term. 

Strong profitability expected from hereon 

Due to lower aluminium production volumes and higher input costs in Q2FY24, NALCO’s EBITDA 
margin declined. This can be primarily attributed to the rise in the power and fuel costs which signifi-
cantly impacted the company’s margin. Going forward, with the ramping up of captive coal produc-
tion it is expected that the coal cost would come down. Further, the better production and realization 
of alumina sales volumes in the coming quarter will help the company to improve its profitability from 
Q3FY24 onwards. Additionally, the company’s focus on backward integration and securitization of 
energy and bauxite has increased its business span for the next 30 years. 

Valuation and Outlook 

Indian aluminum demand has so far remained resilient to economic headwinds and performed well 
in 2023. India’s economic indicators were positive while demand from end-users pointed to a mixed 
picture in 2023. The Government of India envisages faster adoption and promotion of EVs as a 
means to achieve these objectives. Aluminum is an essential material in the EV market, playing a 
vital role in battery technology, body construction, and infrastructure and driving sustainability. Going 
ahead, we see LME aluminium price remaining constrained between USD 2,100- 2,300 per tonne. 
The focus of the company on the early completion of the 5th stream refinery project and the devel-
opment of the Pottangi Bauxite mines and the Utkal D & E coal blocks in Odisha would support 
earnings growth hereon. With Khanij Bidesh India Limited (KABIL), a joint venture between NALCO, 
Hindustan Copper, and Mineral Exploration, signing an agreement with Argentina's CAMYEN SE to 
explore and develop five lithium mines will enhance the company’s lithium sourcing capabilities. 
Taking cognizance of potential cost efficiencies and improvement in its topline, we give 
NALCO a “BUY” rating. We value the stock at an FY25E EV/EBITDA of 6.7x to arrive at a tar-
get price of Rs. 175 (15% upside from CMP). 

Relative Price Chart 

Naltional Aluminium Company Ltd. Buy 
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Source: Company, BP Equities Research 

National Aluminium Company Ltd. 

Key Financials  

YE March (Rs. millions)  FY20   FY21   FY22  FY23  FY24E   FY25E  

Revenue 84,718 89,558 1,42,146 1,42,549 1,73,909 2,12,169 

Revenue Growth (Y-oY) (26.3%) 5.7% 58.7% 0.3% 22.0% 22.0% 

EBIDTA 4,879 15,183 45,486 24,392 36,521 44,556 

EBIDTA Growth (Y-o-Y) (83.1%) 211.2% 199.6% (46.4%) 49.7% 22.0% 

Net Profit 1,362 12,994 29,514 14,347 29,565 36,069 

Net Profit Growth (Y-o-Y) (92.1%) 853.8% 127.1% (51.4%) 106.1% 22.0% 

Diluted EPS 0.7  7.1  16.1  7.8  16.1  19.6  

Diluted EPS Growth (Y-o-Y) (92.1%) 853.8% 127.1% (51.4%) 106.1% 22.0% 

                                  Key Ratios   

EBIDTA margin (%) 5.8% 17.0% 32.0% 17.1% 21.0% 21.0% 

NPM (%) 1.6% 14.5% 20.8% 10.1% 17.0% 17.0% 

RoE (%) 1.4% 12.2% 23.5% 10.9% 21.4% 24.8% 

RoCE (%) 4.9% 14.2% 36.2% 18.5% 26.3% 30.5% 

                                   Valuation Ratios   

P/E (x) 206.2x 21.6x 9.5x 19.6x 9.5x 7.8x 

EV/EBITDA 53.5x 17.4x 5.4x 10.7x 7.1x 5.8x 

P/BV (x) 2.8x 2.6x 2.2x 2.1x 2.0x 1.9x 

Market Cap. / Sales (x) 3.3x 3.1x 2.0x 2.0x 1.6x 1.3x 
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Disclaimer Appendix 

Week Gone 

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 inadvert-
ent 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. 

Corporate Office:  
4th floor,  
Rustom Bldg,  
29, Veer Nariman Road, Fort,  
Mumbai-400001 

Phone- +91 22 6159 6464   
Fax-+91 22 6159 6160  

Website- www.bpwealth.com  

Registered  Office: 
24/26, 1st Floor, Cama Building,  
Dalal street, Fort,  
Mumbai-400001 
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