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In the interest of timeliness, this document is not edited  

 Company Update 

 

TSLP Pre-merger financials (Rs mn) FY20 FY21 FY22E FY23E CAGR FY20-23E/ Average 

Revenue 34,900 47,499 56,240 54,400 16% 

EBITDA 1,533 10,984 15,200 13,800 107% 

EBITDA margins - % 4.4% 23.1% 27.0% 25.4% 20.0% 

PAT -3,551 5,720 8,275 7,543 NM 

EPS (Rs/share) - 127 183 167 
 

Net Debt 24,812 11,908 2,908 -2,093 
 

Equity 20,168 25,941 34,126 41,579 
 

ROE - % -3% 21% 31% 26% 18.7% 

ROCE - % -18% 22% 24% 18% 11.7% 

P/E (x) NM 3.4 4.7 5.1 
 

EV/EBITDA (x) 28 2.8 2.7 2.6  

Tata Steel Long Products (TSLP) is a leading long steel (bars and wire-rods) manufacturer 
with client base in high value-added sectors (Automotive, Industrial products), backed by 
best-in-class backward integrated plants. TSLP has seen massive cost improvements in last 
18 months after integration of acquired facilities of Usha Martin and is all set to see 
massive earnings growth going ahead led by i) low-cost operations with backward 
integrated facilities, ii) increased forward integration and higher value-added finished steel 
sales and iii) massive reduction in leverage leading to lower interest costs. TSLP also 
announced its proposed merger with Tata Metaliks (TML) in Nov’20 which is expected to 
further strengthen the business model of the company led by addition of niche DI pipe 
business of TML which has extremely strong growth prospects led by GoI’s large spending 
on water sector under Jal Jeevan Mission. TSLP is trading at extremely attractive valuations 
of 2.6x FY23E EV/EBITDA on pre-merger basis and 3.3x FY23E EV/EBITDA on post-merger 
basis and is poised for large re-rating in our view. 

 Large scope of forward integration: TSLP currently has 1.65mtpa steel-making capacity 
out of which 0.7mtpa is for finished steel (special steel category in bars and wire-rods) 
which is sold to high value-added sectors like Automotive, IPP etc and the rest is sold as 
sponge iron (DRI). TSLP has large scope and ample free land available at its two plants to 
undertake forward integration and convert the semi-finished DRI into finished long steel 
products going ahead which we believe would be the focus area over FY22-23E. TSLP 
has EAF of 1mtpa while finished steel making capacity is lower at 0.7mtpa and hence it 
can plug this gap through brownfield capex. 

 Superlative earnings growth and massive deleveraging underway: TSLP is showcasing 
superlative earnings growth led by i) massive cost reduction, ii) higher volumes in value-
added steel segment, iii) higher steel prices and spreads and iv) fast reducing leverage 
led by reduced working capital and higher internal accruals. TSLP has reduced its net 
debt from Rs26bn at FY20 to Rs12bn at end of FY21. We see high probability of debt 
going down to Rs3bn by FY22E end and company turning net cash in FY23E. 

 Merger with Tata Metaliks to further strengthen business: TSLP announced its merger 
with Tata Metaliks (TML) in Nov 2020 and this is expected to strengthen the business as 
TML is a net cash company (FY21 net cash at Rs2bn) and has value-added DI business 
which is currently being doubled in size (apart from Pig Iron business) with low-cost 
structure and strong EBITDA profile. The merger is expected to get completed in 
H1FY22E and is subject to approval by TML and TSLP shareholders.  

 Under-valued, under-owned and under-researched stock => poised for re-rating: TSLP 
is currently trading at Mcap of Rs38bn and EV of Rs50bn (based on FY21-end net debt) 
and there is no sell side coverage on the stock. Based on our projections, the stock is 
trading at 2.6x FY23E EV/EBITDA on pre-merger no’s and on post-merger basis (provided 
it goes through), the stock trades at 3.3x FY23E EV/EBITDA (net cash - Rs9bn). In either 
case, we see a strong case for re-rating and valuing the merged company at 6x FY23E 
EV/EBITDA, we arrive at Fair value of Rs1440 (upside: ~70%). Triggers for re-rating are i) 
earnings trajectory and balance sheet deleveraging data in coming quarters which may 
surprise the street positively, ii) growth initiatives clarity from the management. 
Downside risk to our thesis: i) Huge inorganic acquisitions which will alter deleveraging, 
ii) Steep fall in steel spreads over and above our estimates. 

 

 
 

Target Price 1440  Key Data  

   Bloomberg Code TATASLPL IN 

CMP 853  Curr Shares O/S (mn) 45.1 

   Diluted Shares O/S(mn) 45.1 

Upside 70%  Mkt Cap (Rsbn/USDmn) 38.5/519.6 

Price Performance (%)   52 Wk H / L (Rs) 878/213 

 1M 6M 1Yr  5 Year H / L (Rs) 1066/161 

TATASLPL IN 18.0 96.8 264.1  Daily Vol. (3M Avg.) 154885 

NIFTY 1.4 27.9 51.1    

Source: ACE Equity, Bloomberg, MNCL Research 
 
 

Shareholding pattern (%) 
 

Particulars Mar-21 Dec-20 Sept-20 Jun-20 

Promoter 74.9 74.9 75.9 75.9 

FPIs 0.4 0.3 0.5 0.9 

DIIs 5.5 5.1 5.0 5.0 

Others 19.1 19.7 18.7 18.3 

 Source: BSE 

 

 

Why should you read this report? 

 An highly undervalued stock idea to ride the boom in 
steel cycle 

 TSLP – TML Post - Merger Financials 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

                                                                      
                                                              Sahil Sanghvi 
                                sahil.sanghvi@mnclgroup.com 

Source: Company, MNCL Research Estimates

INDIA l Institutional Research l Metals l 30th April 2021  

Tata Steel Long Products Ltd. 
CMP: Rs853, MCap: Rs38.5 bn l Fair Value: Rs1440 
Hidden Gem – Large Re-rating on cards 
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Best in class midcap steel company with fast reducing 
leverage; large re-rating on the cards 

Tata Steel Long Products (TSLP) was formed with amalgamation of erstwhile Tata Sponge and 
Usha Martin (which was acquired by Tata group) in 2019 and has capacity of 1.65mtpa across two 
plants in Joda (Orissa) and Gamharia (Jharkhand) with backward integration into iron ore mines, 
coke and pellet plants. TSLP has seen massive cost improvements in last 18 months with 
integration and operational alignment of acquired facilities of Usha Martin and is all set to see 
massive earnings growth going ahead led by: 

 Low-cost operations with backward integrated facilities 

 Increased forward integration and higher value-added finished steel sales and  

 Massive reduction in leverage leading to lower interest costs.  

Good assets in place with large scope of forward integration  

TSLP currently has 1.65mtpa steel-making capacity out of which 0.7mtpa is for finished steel 
(special steel category in bars and wire-rods) which is sold to high value-added sectors like 
Automotive, IPP etc. The residual capacity of ~0.9mtpa is semi-finished DRI where the company 
enjoys long standing leadership and enjoys premium pricing. The steelmaking is backward 
integrated with captive iron ore mine (2.5mtpa capacity), 1.2mtpa pellet plant and 0.4mtpa 
coke plant (for BF). TSLP has large scope and ample free land available at its two plants to 
undertake forward integration and convert the semi-finished DRI into finished long steel products 
going ahead which we believe would be the focus area over FY22-23E. TSLP has EAF of 1mtpa 
while finished steel making capacity is lower at 0.7mtpa and hence it can plug this gap through 
brownfield capex. This forward integration through the brownfield route at low capex cost is likely 
to make the operations robust with sustainable earnings profile across steel cycles. We expect the 
company to opt for environment friendly routes for forward integration including set-up of 
further EAF steel-making and scrap recycling based plants. 

Large reduction in cost/tonne post integration of Usha Martin assets  

TSLP has driven cost reduction of ~Rs14000/t (since Q1FY20) for the operations post integration 
of Usha Martin’s assets and 75% of the reduction was driven by operational efficiencies and 
synergies and are sustainable in nature. The company drove large improvement in product mix, 
increased captive feed of iron ore & pellets and reduced per tonne consumption of majority of 
RM inputs in line with Tata standards to drive the cost/tonne reduction. 

Superlative earnings growth and massive deleveraging underway  

TSLP is showcasing superlative earnings growth led by i) massive cost reduction, ii) higher volumes 
in value-added steel segment, iii) higher steel prices and spreads and iv) fast reducing leverage led 
by reduced working capital and higher internal accruals. TSLP has reduced its net debt from 
Rs26bn at FY20 to Rs12bn at end of FY21. We see high probability of debt going down to Rs3bn 
by FY22E end. TSLP’s Q3FY21/Q4FY21 EBITDA stood at Rs4.1bn/Rs5bn respectively (aided by 
strong steel spreads) and it generated large OCF of Rs17bn in FY21. With bare minimum capex, 
the company used majority of OCF to deleverage the balance sheet. 

Merger with Tata Metaliks announced 

TSLP announced its merger with Tata Metaliks (TML) and Indian Steel and Wire Products (ISWP) in 
Nov 2020 and this is expected to strengthen the business as TML is a net cash company (FY21 net 
cash at Rs2bn) and has value-added DI business which is currently being doubled in size (apart 
from Pig Iron business) with low-cost structure and strong EBITDA profile. The merger is expected 
to get completed in H1FY22E and is subject to approval by TML and TSLP shareholders. TSLP 
would issue 12 shares of TSLP for every 10 shares of TML (to TML shareholders) to merge the 
company within itself. 
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Return ratios look solid and balance sheet strong in both pre and post-
merger scenarios  

Our analysis of financials of TSLP on both pre-merger and post-merger basis shows that the return 
ratios are likely to be solid and balance sheet very strong by FY22E. On a pre-merger basis, we see 
EBITDA of Rs15.2bn/13.8bn in FY22/23 and ROE/ROCE in FY22E are likely to be well above 20% 
range. In the event of merger going through, the combined entity would likely have EBITDA of 
Rs20/19bn in FY22/23 and ROE/ROCE are likely to be remain above 20% range in FY22/23E.  

 TSLP Standalone (Pre-Merger) Financials Exhibit 1:

Rs mn FY20 FY21 FY22E FY23E 

Total Sales (mt) 1.14 1.27 1.52 1.60 

Saleable steel (mt) 0.51 0.64 0.76 1.00 

DRI (mt) 0.63 0.63 0.76 0.60 

Revenue 34,900 47,499 56,240 54,400 

Blended NSR 30,695 37,371 37,000 34,000 

EBITDA 1,533 10,984 15,200 13,800 

EBITDA margins 4.4% 23.1% 27.0% 25.4% 

Blended EBITDA/tonne 1,348 8,642 10,000 8,625 

EBITDA margins 4% 23% 27% 25% 

EBIT -1,575 7712 11900 10300 

Other Income - 783 500 500 

Interest 2,928 2346 867 242 

PBT -4,504 6,149 11,533 10,558 

Tax -140 429 2,758 2,514 

Adj. PAT -3,551 5,720 8,275 7,543 

EPS (Rs/sh) NM 127 183 167 

     
Net Debt 24,812 11,908 2,908 -2,093 

Equity 20,168 25,941 34,126 41,579 

ROCE - % -3.4 20.9 31.1 26.0 

ROE - % -17.6 22.1 24.2 18.1 

Source: Company, MNCL Research Estimates 

 TSLP Post-Merger Financials Exhibit 2:

Rs mn FY22E FY23E 
 
Rs mn FY22E FY23E 

Sales (mt) 0.61 0.65 
 
Total Steel (mt) 2.1 2.3 

Pig iron (mt) 0.35 0.30 
 
Finished steel (mt) 1.0 1.4 

DI pipe (mt) 0.26 0.35 
 
Semis (mt) 1.1 0.9 

Revenue 24200 25800 
 
Revenue 80,440 80,200 

       
EBITDA 4,870 5,200 

 
EBITDA 20,070 19,300 

EBITDA margins 20% 20% 
 
EBITDA margins 25% 24% 

EBIT 4,020 4,200 
 
EBIT 15,920 14,500 

Other income 165 303 
 
Other Income 

  
Interest - - 

 
Interest 867 242 

PBT 4,185 4,503 
 
PBT 15,053 14,258 

Tax 1,046 1,126 
 
Tax 3,804 3,640 

PAT 3,139 3,377 
 
PAT 11,248 10,618 

EPS (Rs/sh) 99 107 
 
EPS (Rs/sh) 130 122 

       
Net Debt -4,000 -7,000 

 
Net Debt -1,093 -9,093 

Equity 16,000 18,364 
 
Equity 50,126 59,943 

ROCE - % 25.1 22.9 
 
ROCE - % 31.8 24.2 

ROE - % 19.6 18.4 
 
ROE - % 22.4 17.7 

Source: Company, MNCL Research Estimates 
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Under-researched and under-owned stock => poised for re-rating   

TSLP is currently trading at Mcap of Rs38bn and EV of Rs50bn (based on FY21-end net debt) and 
there is no sell side coverage on the stock. The stock is also under-owned on the institutional 
front and promoter Tata steel has 75% stake. Based on our projections, the stock is trading at 2.6x 
FY23E EV/EBITDA on pre-merger nos with FY23E EBITDA likely to be ~Rs13.8bn and net cash likely 
to be ~Rs2bn by FY23-end. On post-merger basis (provided it goes through), the stock trades at 
3.3x FY23E EV/EBITDA with FY23E EBITDA likely to be ~Rs19.3bn and net cash on books likely to 
be ~Rs9bn by FY23-end. In either case, we see a strong case for re-rating and valuing the merged 
company at 6x FY23E EV/EBITDA, the upside potential is likely to be ~70% from current levels. The 
triggers for re-rating would be: 

 Earnings trajectory and balance sheet deleveraging data in coming quarters which may 
surprise the street positively 

 Growth initiatives clarity from the management and  

 Possible increase in sell side coverage as well as institutional holding which would eliminate 
the large valuation discount. 

 TSLP Valuation Working Exhibit 3:

FY23E - Rs mn Merged Entity Remarks 

EBITDA Projection 
  

TSLP 
  

Volumes (MT) 
  

DRI 0.60 
 

Special Steel 1.00 
We expect brownfield led forward integration into finsihed steel by 
at least 0.3 mtpa in FY22E 

EBITDA/t (Rs) 
  

DRI 3000 Assumed at lower end of midcycle EBITDA 

Special Steel 12000 Assumed at midcycle EBITDA. Spot EBITDA/t is ~Rs20000/t 

EBITDA TSLP 13800 
 

   
TML 

  
Volumes (MT) 

  
PI 0.30 

 
DI Pipes 0.35 Potential exists to do higher volumes than 0.35 mtpa also 

EBITDA/t (Rs) 
  

PI 4500 Assumed at lower end of midcycle EBITDA 

DI Pipes 11000 Assumed at midcycle EBITDA 

EBITDA TML 5200 
 

   
EBITDA ISWP 300 

 

   
Total EBITDA 19300 

 

Ascribed EV/EBITDA 6 
Assumed at mid level despite strong net cash BS and High 
ROE/ROCE in FY23E 

   
EV 115800 

 
Less: Net Debt -9093 

 

   
Mcap 124893 

 
No. of shares (post merger) (mn) 86.7 

 
Fair Value for TSLP (Rs/Sh) 1440 

 
Source: MNCL Research Estimates 

 



 

 

 

5 Tata Steel Long Products Ltd. 

 Company Update 

Downside risks to the thesis 

One key risk in the thesis is related to capital allocation decisions by Tata group with regards to 
TSLP. While we have assumed that focus would remain on deleveraging and capex would be 
limited to brownfield expansions, any large capex spend towards inorganic acquisitions could 
alter the debt metrics and would merit a revisit of the financials. Second key risk is related to very 
sharp fall in steel prices (and steel spreads) which may impact the profitability and delay the 
deleveraging story in the company and impact the estimates for FY23E (though we have already 
assumed sharp reduction in spreads for FY23E).  

Upside risks 

 We have assumed steel spreads to start falling by Q2FY22 and hence assumed much lower 

spreads for FY22E (vs Q3-Q4FY21 avg) and sustenance of spreads at higher level for longer 

would deleverage the Balance sheet faster. Also better cost improvements and better 

product mix could surprise on the upside in our view. Since merged TSLP would be one of the 

finest midcap steel company with a net cash balance sheet, the valuation multiples could end 

up being higher than those ascribed by us currently. 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio 

management and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports 

periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange 

Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 

offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable 

sources believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of 

any financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile 

application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social 

networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are 

expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are 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. Though disseminated to 

clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.  

The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available 

information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual 

performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this reports should be 

evaluated keeping in mind the fact that these-  

 are based on estimates and assumptions  

 are subject to significant uncertainties and contingencies  

 will vary from actual results and such variations may increase over a period of time  

 are not scientifically proven to guarantee certain intended results  

 are not published as a warranty and do not carry any evidentiary value.  

 are not based on certain generally accepted accounting principles  

 are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports 

based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals 

and as such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate 

or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical 

error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to 

be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors 

and employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person 

from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information 

contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not 

constitute scientific publication and do not carry any evidentiary value whatsoever.  

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited 

except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed 

therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 

update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the 

entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent 

evaluation of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all 

investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors 

should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to 

in research reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of 

options. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or 

income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.  

The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return 

basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of 

valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a 

hold, reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or 

recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The 

reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.  

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or 

companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of 

reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned 

therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial 

instruments of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with 

respect to any recommendation and related information and opinions.  
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We further undertake that-  

 No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject 
company.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 
company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 

this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 

Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession 

this document comes should inform themselves about and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any 

foreign jurisdiction laws.  

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 

Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  
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Key to MNCL Investment Rankings  

Buy: Upside by >15%, Accumulate: Upside by 5% to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by >15%  

 

Monarch Networth Capital Ltd. (www.mnclgroup.com)  

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. Udyog Bhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 

 

 

 

 

 

 

 

TSLP’s price chart 

 
Source: Bloomberg  


