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SMEL’s backward and forward integration along with captive
power plant and captive railway siding allows to deliver strong

has plans to increase manufacturing capacities capacity from
5.71 MTPA to 11.60 MTPA by 2025. It has plans to add manufac-
turing facilities of Ductile Pipe, Blast furnace and Aluminium foil.

. . X Price Band (in ¥ per share) 303-306
operating margins. The company’s presence across eastern
coast provides export growth potential. SMEL has maintained Issue size (in ¥ Crore) 909
low leverage with healthy capitalisation metrics. The company
Offer for Sale (in ¥ Crore) 252

Total number of shares
(lakhs)

299.99-297.05

The company would trade at P/E of 21x for FY20 which is quite Issue open date 14-06-2021
attractive as compared to listed peers. Considering the compa-
ny’s capacity expansion plans and growth prospectus, we rec- Issue close date 16-06-2021
ommend ‘SUBSCRIBE’ for listing and long term gains.
Tentative date of Allotment 22-06-2021
Tentative date of Listing 24-06-2021

Offer Allocation

QIB - 50 %, Retail- 35%,

ORE TO METAL NIB - 15%

Minimum order quantity 45

About the Company .

Incorporated in 2002, Shyam Metalics and Energy Limited (SMEL) is Face value (in ) 10

India's leading integrated metal producer company. The company is

primarily engaged in the production of long steel products such as | No. of shares for Eligible 3.00

iron pellets, sponge iron, steel billets, TMT, structural products, | Employees (lakhs)

wire rods, and ferro alloys. As of February 2021, it is among India's

largest producers of ferro alloys in terms of installed capacity and Employee Discount (in ) NA

the fourth-largest player in the sponge iron industry. The company
serves institutional customers and end-users. Jindal Stainless Lim-
ited, Rimjhim Ispat Limit are some of its domestic clients whereas
Norecom DMCC, Norecom Limited, POSCO International Corpora-
tion, World Metals & Alloys, Traxys North America LLC, JM GLobal
Resources, Vijayshri Steel Pvt Ltd, etc. are the international clients.

Amount for retail investors
(1 lot)

13635-13770

Maximum number of shares

The company has a partnership with 42 distributors to offer its | for Retail investors at lower 630(14 Lots)
products across 13 states and 1 union territory. Band
Currently, the firm has 3 manufacturing plants located in Sambalpur . ber of sh
in Odisha, and Jamuria and Mangalpur in West Bengal. As of Dec 31, MaX|mu'm. number ot shares
for Retail investors at upper 630(14 Lots)

2020, its manufacturing units have an aggregated installed metal
capacity of 5.71 million tonnes per annum. The company is looking
to expand its capacity from 5.71 MTPA to 11.60 MTPA by 2025. The
Sambalpur and Jamuria plants are integrated steel manufacturing
plants that produce captive railway sidings, captive power plants,
iron pellet, sponge iron, bilet, thermo mechanically treated (TMT),
wire rod, and structural mills, and ferro alloys plants. Further, its
manufacturing facility at Mangalpur comprises sponge iron and
ferro alloy plants, and a captive power plant.

Promoters

band

Maximum amount for retail
investors at lower Band-
upper band (in )

190890-192780

Exchanges to be listed on

BSE, NSE

Mahabir Prasad Agarwal, Brij Bhushan Agarwal, Sanjay Kumar Agarwal, Subham Capital Private Limited, Subham Buildwell Private
Limited, Narantak Dealcomm Limited, Kalpataru Housefin & Trading Private Limited, Dorite Tracon Private Limited, and Toplight

Mercantiles Private Limited

Objective of the Offer

The net IPO proceeds are proposed to be utilized for the following objects:
1. Repayment and/or pre-payment of company and its subsidiary (SSPL)'s debt fully or partially

2. General corporate purposes
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Brief Financials
Particulars (Rs. Cr)* 9MFY21 FY20 FY19 FY18
Share Capital 233.61 233.61 233.61 46.72
Net Worth 3285.28 2825.98 2489.66 1853.99
Revenue from Operation 3933.08 4362.89 4606.40 3842.57
EBITDA 719.38 645.56 944.71 701.01
EBITDA Margin (%) 18.29% 14.80% 20.51% 18.24%
PAT 456.32 340.33 636.78 528.04
PAT Margin (%) 11.60% 7.80% 13.82% 13.74%
EPS(Rs) 19.53 14.57 25.86 18.17
Net Asset Value (Rs) 140.63 120.97 106.57 79.36
Debt to Equity Ratio 0.27 0.47 0.29 0.30
P/E # 11.75 21.00 - -
P/B # 2.18 2.53 - -
Source: RHP, *Restated Consolidated, FV Rs.10/-, # Calculated at the upper price band

Industry Review

INDIAN STEEL INDUSTRY OVERVIEW

India is the second largest producer of steel in the world with nearly 6% share of global steel production

Country-wise crude steel production In 2019 for major countries ({In MT)
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Indian Steel sector growth

Post moderate growth cycles since 2012, India's steel demand exhibited swift comeback with vigorous growth of 8% to 9% on-year
in Fiscal 2018. However, demand momentum slowed down to 1.4% in Fiscal 2020 with the COVID-19 pandemic set to dampen de-
mand prospects from automobile, construction and capital goods segment.

Going ahead, CRISIL forecasts steel demand to continue its strong stride at 5% to 6% CAGR through Fiscal 2025 supported by:

e  Soft revival in housing sector in the medium term led by affordable housing, rural housing and commercialization of tier IlI/1V
cities. On the other hand, growth in industrial segment is expected to remain muted

e Infrastructure projects in metro, road, and urban infra space (which are more steel intensive)

e Automotive industry has begun to recover post a drop in growth of 12% to 14% in Fiscal 2021 due to COVID-19 outbreak. The
sector, however, recently witnessed uptick in demand post August 2020 and has given green shoots to the sector.
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Demand review and outlook: Long Steel

Long steel demand review and forecast
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Source: RHP, CBSL

Long steel demand is fairly spread out in India with southern and Northern region constituting around one-fourth of India’s long
steel demand.

Reglon-wise break-up of long steel demand
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Source: RHP, CBSL

West and North region together account for more than half the pan-India demand for long products (bars and rods, structural, and
railway materials). In the West, demand is concentrated in Maharashtra and Gujarat. They together account for more than three-
fourth of region’s demand. Uttar Pradesh, Haryana and Rajasthan are the largest consumers in Northern region, with a market share

of 73% of region’s demand.
State-wise break-up of long-steel demand (East)
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Demand review and outlook: Sponge Iron

Sponge iron, also termed direct-reduced iron, is produced by reducing (removing oxygen) from iron ore to increase free iron con-
tent. This also makes the ore porous. Sponge iron is popularly used as a feed in electric/induction furnaces and as a substitute for
steel scrap, because high-quality scrap is costly and scarcely available. It is also used as a coolant by integrated steel plants, again as
a substitute to melting scrap (Sponge iron is added as a solid only to hot metal. It then melts inside and stabilises the temperature.
Sponge iron melts faster than iron ore or scrap). India is the second largest sponge iron producer, having an annual production of 37
million tonnes, increasing consistently since Fiscal 2017. Of the total production in Fiscal 2019, coal-based accounted for nearly 79%
and gas-based accounted for 21%. Going forward, CRISIL expects prospects of sponge iron industry to grow at 3.5% to 4.5% CAGR
over the next five years (Fiscal 2021 to Fiscal 2025).

Sponge iron production review (gross producticn):
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Demand review and outlook: Billets

Billets consumption has largely moved in conjunction with long steel production at around 2.5% to 3% CAGR during past five year
period from 2014 to 2015 to 2019 to 2020. Healthy infrastructure demand coupled with modest growth in housing segment drove
long steel demand and thereby billets consumption. Going ahead, CRISIL expects India’s billet consumption to rise approximately 4%
through Fiscal 2025.

Demand review and outlook for Blllets

[hilion Tormes) 5% CAGR _ ~4% CAGR N
a0.0 - * A ¥ L3
70.0 - - B0
an.0 b oAD
50,0 - 2.0%
an.0 I 0%
Ao - -2
zn.o -4
10.0 B
ot e

w A P o L= = o [
= = = - =
£ - - = = £ - i

— amand s—n oy groes

P Armyfechons
gt BIAE SONS WTEhe INGIATES CADNVE S MAarchant § e Dean asiimated besec o INauT - Ut nonms i long siEed making.
Sourzer JPT, CRISIL Research

Source: RHP, CBSL




°
5
(%]
@
=
=
S
O
)
n
x
c
®
-
©
S
©
c
©
o

@ Canara Bank Securities Ltd

Industry Review

Demand review and outlook: Pellets

Pellets are normally produced in the form of Globules from very fine iron ore (normally -100 mesh) and mostly used for production
of sponge iron in gas based plants, though they are also used in blast furnaces in some countries in place of sized iron ore. Pellet
production has risen at a robust pace led by healthy domestic demand along with exceptional stride in export volumes. Share of
exports in overall production has increased from 1.5% in Fiscal 2016 to around 18% in Fiscal 2020. Domestic sales of pellets is esti-
mated to have grown at 9% CAGR against 13% CAGR growth in exports from Fiscal 2017 to Fiscal 2020. Subdued domestic demand
owing to pandemic related lockdown in the H1 Fiscal 2021 resulted in exports reaching approximately 10 million tonnes till Decem-
ber in Fiscal 2020. Going forward, CRISIL foresees the pellet demand to rise at 6% CAGR through Fiscal 2025.

Froduction and Export Trends for Pellat
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Company Review

SMEL is one of the leading integrated steel and Ferro alloys producer in Eastern region of India in terms of long steel products as of
Fiscal 2020. It is present across the steel sector’s value chain- pellets, sponge iron, billets, long steel (structural / TMT), pipe, Ferro
alloys, railway siding and captive power plant. SMEL has 3 manufacturing units with aggregate operating capacity of 5.70 million TPA
with 227 MW of Captive Power Plant. Its 2 integrated units are located at Sambalpur, Odisha and Jamuria, West Bengal respectively.
One other unit is located at Mangalpur, West Bengal.

The Company's product and capacity portfolio includes:

Steel Segment Capacity as of December 2020
ron Feliet 240 MT

Sponge Iron 138 MT

Rillels | 5M5 083 MT

Long Steel (Wire Rods, Struciural) 0.82 MT

Ferro Alloys 021 Mr

Captive Pow er Plant 227 MV

Wind Pow er 5.1 MWy

Source. GCompany infarmation

Source: RHP, CBSL
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Competitive Strengths

Integrated operations across the steel value chain

SMEL is the leading integrated metal producing company based in India currently operate two ‘ore to metal’ integrated steel manu-
facturing plants one each in Sambalpur, Odisha and Jamuria, West Bengal. The integrated nature (backward and forward integra-
tion) of their manufacturing plants has resulted in the control over all aspects of their operations (with the exception of sourcing of
primary raw materials) as well as operating margins, thereby enabling them to focus more on quality and create multiple points of
sale across the steel value chain.

The backward integration activities include, setting up of iron pellet plants and installation of rotary kilns to produce sponge iron.
They utilises the sponge iron produced to further manufacture billets, which are not required to be reheated and are directly uti-
lised by their rolling mills to produce TMT bars and wire rods, thereby resulting in cost efficiencies. Whereas, the forward integra-
tion activities, include, diversification of their product mix by utilising the billets to produce value added products, such as, TMT
bars, structural products and wire rods, which enable them to de-risk their revenue streams and expand their product offerings.

Strategically located manufacturing plants supported by robust infrastructure resulting in cost and time efficiencies

Company’s manufacturing facilities are strategically located in close proximity to their raw material sources, which lowers their
transportation costs and provides significant logistics management and cost benefits thereby improving their operating margins.
Their manufacturing plants are located within 250 kilometres of the mineral belt in eastern India, including, iron ore, iron ore fines,
manganese ore, chrome ore and coal mines, their primary raw materials. The strategic location of their manufacturing plants has
helped them in creating synergies as well as achieving economies of scale and operational efficiencies.

Raw Material Source

Iron ore / Iron ore fines Mine owners located in Odisha

Chrome ore Long term linkages with Odisha Mining Corporation Limited, other mine owners and imports

Manganese ore MOIL Limited, other mine owners and imports

Coal Fuel supply agreements entered into with Mahanadi Coalfields Limited, Central Coalfields Limited and South
Eastern Coalfields Limited, and imports

Further, the ports nearest to their Odisha manufacturing plant are Dhamra and Paradip, which are situated within a radius of 300
km while Visakhapatnam port is situated within a radius of 600 km from their Odisha manufacturing plant. The ports nearest to
their West Bengal manufacturing plants are Kolkata and Haldia, which are situated within a radius of 300 km from their West Bengal
manufacturing plants. SMEL has also achieved cost efficiencies by utilising waste materials or by-products as raw material inputs for
other products and processes.

Diversified product mix with strong focus on value added products

Company’s products primarily comprise of (i) long steel products, which range from intermediate products, such as, iron pellets,
sponge iron and billets and final products, such as, TMT, customised billets, structural products and wire rods; and (ii) ferro alloys
with a specific focus on high margin products, such as, specialised ferro alloys for special steel applications. Their TMT and structural
products are sold under the brand ‘SEL’ and the company logo. They also undertake conversion of hot rolled coils to pipes, chrome
ore to ferro chrome and manganese ore to silico manganese.

The company sell their products to institutional customers and end consumers through their distribution network. They also cus-
tomise and sell their products as per the customer’s specifications.

Fiscal 2018 Fiscal 2019 Fiscal 2020 SinsmostisendediDS s
31, 2020
Product As a % of total As a % of total As 2 % of total As a % of total
revenue from Revenue from | revenue from
Revenue from [revenue from sale | Revenue from revenue from sale
sale of IRevenue from sale sale sale of
sale of manufactured sale of manufactured
roducts manufactured roducts manufactured
P products P products
(X million) (%) (X million) (%) (X million) (%) (X million) (%)
Ferro alloys 11,136.25 30.98% 8,517.08 19.22% 7.525.66 17.99% 5,995.75 15.47%
TMT.
structural
products, wire
rods and pipes 5.520.73 15.36% 7.545.85 17.03% 9.594.47 22.93% 14.495.56 37.39%
Steel billets 6.874.48 19.12% 11.187.09 25.24% 10.221.71 24.43% 5.417.82 13.97%
Sponge iron 9113.94 25.35% 12.132.55 27.37% 8.523.86 20.37% 4.402.09 11.35%
Tron pellets 3.305.74 9.20% 4.937.66 11.14% 5.973.10 14.28% §.456.82 21.81%
Total 35,951.14 100.00% 44,320.23 100.00% 41,838.80 100.00% 38,768.04 100.00%
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Risk Factors

The demand and pricing in the steel industry is volatile and are sensitive to the cyclical nature

Steel prices fluctuate based on a number of factors, such as, the availability and cost of raw material inputs, fluctuations in domestic
and international demand and supply of steel and steel products, international production and capacity, fluctuation in the volume of
steel imports, transportation costs, protective trade measures and various social and political factors, in the economies in which the
steel producers sell their products and are sensitive to the trends of particular industries, such as, the construction and machinery
industries.

A decrease in steel prices may have a material adverse effect on company’s business, results of operations, prospects and financial
condition

Manufacturing plants and sources of raw materials are primarily concentrated in eastern India and any adverse developments
affecting this region could have an adverse effect on business

The company own and operate three manufacturing plants located in the states of West Bengal and Odisha and procure raw materi-
als such as iron ore, iron ore fines, coal, pig iron, manganese ore, chrome ore and coke from these states. It is also in the process of
commissioning an aluminium foil rolling mill at Pakuria in West Bengal. In FY2018, FY2019 and FY2020, and 9MFY21, revenue from
the eastern region of India accounted for 29.12%, 49.75%, 35.04% and 34.47%, respectively, of the total revenue. Any materially
adverse social, political or economic development, natural calamities, civil disruptions, or changes in the policies of the central or
state government or local governments in the eastern region of India could adversely affect, manufacturing operations and
transport operations.

Presence in the steel industry which face numerous protective trade restrictions, including anti-dumping laws, countervailing
duties and tariffs, which could adversely affect revenue from exports

Protectionist measures, including anti-dumping laws, countervailing duties and tariffs and government subsidization adopted or
currently contemplated by governments in some of export markets could adversely affect its sales from exports. While there have
been no sanctions / penalties imposed by any foreign country which have had a material impact on the company in the last three
financial years, in the event any antidumping duty proceedings or any resulting penalties or any other form of import restrictions
are imposed, it may limit access to export markets for products.

Tariffs are often driven by local political pressure in a particular country and therefore there can be no assurance that quotas or tar-
iffs will not be imposed on the company in the future. In the event that such protective trade restrictions are imposed on, its exports
could decline. Further, a decrease in exports from India or an increase in steel imports to India as a result of protective trade re-
strictions could have a negative impact on business, financial condition and results of operations.
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Peer Comparison

Revenue
Face in INR Basic

Name of the company Value crore EPS NAV P/E | P/B | RoNW (%)
Shyam Metalics and Energy Ltd 10 4395.3 14.57 120.97 | 21.00 | 2.53 12.04%
Tata Steel Ltd 10 141660.1 11.86 640.52 93.68 | 1.73 1.54%
JSW Steel Ltd 1 73872 16.78 150.41 42.16 | 4.70 10.87%
Steel Authority of India Ltd 10 62570 5.13 100.58 23.67 | 1.21 5.11%
Jindal Steel & Power Ltd 1 36943.7 (1.08) 310.62 NA 1.29 (1.28%)
Tata Steel Long Products Ltd 10 3571.3 (142.81) | 452.16 NA | 2.03 (25.59%)

*P/E & P/B ratio based on closing market price as on June 08th, 2021, At the upper price band of IPO, financial details consolidat-
ed audited results as on FY20.
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Our Views

Shyam Metalics and Energy Limited (SMEL) is a leading integrated metal producing company based in India with a focus on long
steel products and ferro alloys. The company is amongst the largest producers of ferro alloys in terms of installed capacity in India,
as of February 2021. As of March 31, 2020, they were one of the leading players in terms of pellet capacity and the 4th largest play-
er in the sponge iron industry in terms of sponge iron capacity in India. The company has a consistent track record of delivering op-
erating profitability since the commencement of their operations in FY2005.

SMEL’s manufacturing units have proximity to raw material sources & key demand clusters. The company’s backward and forward
integration along with captive power plant and captive railway siding allows to deliver strong operating margins. The company’s
presence across eastern coast provides export growth potential. SMEL has maintained low leverage with healthy capitalisation met-
rics. The company has plans to increase manufacturing capacities capacity from 5.71 MTPA to 11.60 MTPA by 2025. It has plans to
add manufacturing facilities of Ductile Pipe, Blast furnace and Aluminium foil.

The company would trade at P/E of 21x for FY20 which is quite attractive as compared to listed peers. Considering the company’s
capacity expansion plans and growth prospectus, we recommend ‘SUBSCRIBE’ for listing and long term gains.

Sources: Company Website and red herring prospectus
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Analyst Certification
Wel/l Lohit Bharambe, PGPM, MBA, Research Analyst authors and the names subscribed to this report, hereby certify that all of the views expressed in this re-
search report accurately reflect our views about 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. It is also confirmed that above mentioned Analysts of this report have not received any
compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Disclosures and Disclaimers

CANARA BANK SECURITIES LTD (CBSL), a wholly owned subsidiary of CANARA BANK; is a SEBI registered intermediary offering broking services to its institu-
tional and retail clients; we also run a proprietary trading desk. CBSL is member of BSE & NSE. We are registered as RESEARCH ANALYST under SEBI
(INH000001253). CBSL or its associates do not have an investment banking business. Hence, they do not manage or co mange any public issue. Neither CBSL nor
its associates, neither the research analysts nor their associates nor his/her relative (i) have any financial interest in the company which is the subject matter of this
research report (i) holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the end of the month
immediately preceding the date of publication of the research report OR date of the public appearance (iv) have received any compensation from the subject compa-
ny in the past twelve months (v) have received any compensation for investment banking merchant banking or brokerage services from the subject company in the
past twelve months (vi) have received any compensation for any other product or services from the subject company in the past twelve months (vii) have received
any compensation or other benefits from the subject company or third party in connection with the research report. (viii) Research Analyst involved in the preparation
of Research report discloses that he /she has not served as an officer, director, or employee of subject company (ix) is involved in market making activity of the
company.

We shall adhere to SEBI guidelines from time to time.

We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made
in this report. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other are-
as, units, groups or affiliates of CBSL. The Research Desk does not solicit any action based on the material contained herein. It is for the general information of the
clients / prospective clients of CBSL. CBSL will not treat recipients as clients by virtue of their receiving the research report. It does not constitute a personal recom-
mendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, the Research Desk does
not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive it. The secu-
rities discussed in the report may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's individual
circumstances and objectives. Persons who may receive the research report should consider and independently evaluate whether it is suitable for his/ her/their par-
ticular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting his/her/their own investigation and
analysis of the information contained or referred to in the research report and of evaluating the merits and risks involved in the securities forming the subject matter
of the reports. All projections and forecasts in research reports have been prepared by our research team.

The client should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by CBSL For these reasons; The client
should only consider the projections and forecasts described in the research reports after carefully evaluating all of the information in the report, including the as-
sumptions underlying such projections and forecasts. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of origi-
nal capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice. We do not provide tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. CBSL or its
research team involved in the preparation of the research reports, accept no liabilities for any loss or damage of any kind arising out of the use of these reports. The
technical levels and trend etc mentioned in our reports are purely based on some technical charts/levels plotted by software used by us and these charts/levels are
believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. The recommendation expressed in the reports may
be subject to change. The recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. This research reports are for the use and consumption of the recipient only. This
publication may not be distributed to the public used by the public media without the express written consent of CBSL. The Research reports or any portion hereof
may not be printed, sold or distributed without the written consent of CBSL. The research report is strictly confidential and is being furnished to client solely for cli-
ent's information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The opinions and projections
expressed herein are entirely based on certain assumptions & calculations and are given as part of the normal research activity of CBSL and are given as of this
date and may be subject to change. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that
future results or events will be consistent with any such opinions, estimate or projection. The report has not been prepared by or in conjunction with or on behalf of or
at the instigation of, or by arrangement with the company or any of its directors or any other person. Any opinions and projections contained herein are entirely
based on certain assumptions and calculations. None of the directors of the company or any other persons in the research team accepts any liability whatsoever for
any loss arising from any use of the research report or its contents or otherwise arising in connection therewith. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is
prohibited unless otherwise expressly authorized. Please ensure that the client has read “Risk Disclosure Document for Capital Market and Derivatives Segments”
as prescribed by Securities and Exchange Board of India (SEBI) before investing in Securities Market. Please remember that investment in stock market is subject to
market risk and investors/traders need to do study before taking any position in the market.
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