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Lockdown impacted the revenue performance, but lower input cost aided profitability

Key result highlights

At a standalone level, Jindal SAW Ltd (JSAW) reported a QoQ and YoY revenue decline of 7.8% and 12.4%, respectively, to
Rs.2,493 cr in Q4FY20, on account of a significant decline in pellet volumes (QoQ 31.1% and YoY 31.4% to 2,62,000 MT)
due to the planned maintenance shutdown of operations in Q4FY20 as well as the nationwide lockdown in Mar 2020.
Unlike pellet, the company’s pipe volumes reported a QoQ decline of 2.0% and a YoY growth of 9.6% to 3,34,000 MT
during the quarter. The company has a current order book of 1.15 million MT (pipes and pellets), executable in the next
9-12 months.

The company’s SAW pipe segment witnessed a QoQ decline of 4.9% and YoY growth of 32.1% to 1,73,000 MT, while the
seamless pipe segment reported a QoQ growth of 8.8% and YoY decline of 24.5% to 37,000 MT. Significant demand for
metal pipes from gas and water transmission resulted in strong volume growth in the company’s SAW pipe segment. A
significant decline in global oil & gas prices in Q4FY20 reduced the sourcing of seamless pipes and impacted the volume
performance. JSAW’s DI pipes segment reported a YoY decline of 0.6% to 1,24,000 MT in Q4FY20 on account of stable
spending by central and state governments on sewage treatment.

Decline in global commodity prices improved profits per MT

Gross profit reported a QoQ and YoY decline of 3.7% and 2.2%, respectively, to Rs.966 cr, while gross profit/MT improved
at a QoQ and YoY rate of 16.5% and 12.7% due to lower input costs. A decline in global commodity prices reduced input
cost and aided gross profit per MT. However, the plant shutdown impacted overall capacity utilization and increased
overhead expenses for the company, which further affected the operating performance. As a result, the EBITDA
witnessed a QoQ and YoY decline of 14.1% and 15.2%, respectively, to Rs.316 cr, while EBITDA/MT improved at a QoQ
rate of 3.9% and declined at a YoY rate of 2.3% to Rs.5,294/MT during the quarter.

JSAW reported an exceptional loss of Rs.48.7 cr in Q4FY20 towards provision for impairment of investments in
subsidiaries and associates, which impacted bottom-line. PAT reported QoQ and YoY decline of 35.8% and 91.8% to Rs.41
cr, while PAT margins deteriorated by 73bps QoQ and 1318bps YoY to 1.4% in Q4FY20

CMP Rs. 58



Concall Highlights

• As at 31st Mar 2020, the net institutional debt of the company was Rs.3,550 cr (including long term loan and fund-based working
capital), compared to Rs.4,102 cr as on 31st Dec 2019. JSAW availed the first round of moratorium announced by RBI, and the company’s
treasury team is evaluating the 2nd round of moratorium.

• Management indicated that the global energy sector has been hit hard due to a fall in global oil & gas prices, which has impacted the
company’s seamless pipe division. Management is hopeful on SAW pipe segment due to increased focus of central as well as state
government on national gas grid and water transmission pipeline projects. ‘Make in India’ and ‘Atmanirbhar’ initiatives are expected to
improve domestic sourcing of pipes and substitute imports.

• The company’s current operations have recovered to 90% of the pre-lockdown period, but the improvement in order inflow is expected
in H2FY21.

• Jindal ITF won an arbitral award allowing various claims to the tune of Rs.1,891 cr (excluding interest), out of which the company has
received Rs.856 cr against bank guarantees. The management is expecting a favorable outcome which would cover all the investments,
loans and advances given to Jindal ITF.

• The company did a capex of Rs.340 cr in FY20 and declined to give any guidance for FY21. The management has indicated that the
company focus would be more on cash conservation and cost optimization.

Valuation

JSAW is currently trading at a FY21 forwarded P/E of 6.5x (FY22 est EPS of Rs.8.9).



Financial Summary

Plant shutdown for 
maintenance work and 
10 days lockdown in Mar 
2020 impacted 
operations

Lower input cost due to 
decline in global 
commodity prices offset 
the impact and aided 
profitability – EBITDA 
margins reported QoQ
and YoY expansion of 
125bps and 208bps 
respectively

The company did a capex 
of Rs.340 cr in FY20 and 
declined to give any 
guidance for FY21. The 
management has 
indicated that the 
company focus would be 
more on cash 
conservation and cost 
optimization.

Figures are in Rs Cr Q4FY20 Q4FY19 YoY (%) Q3FY20 QoQ (%) FY19 FY20 YoY (%)

Net Sales 2,901 3,438 (15.6) 2,988 (2.9) 12,117 11,627 (4.0)

Raw Material Cost 1,647 2,189 (24.8) 1,839 (10.4) 7,466 6,935 (7.1)

RM Cost to Sales (%) 56.8 63.7 61.5 61.6 59.6 (3.2)

Employee Cost 229 227 0.9 230 (0.2) 914 940 2.8

Employee Cost to Sales (%) 7.9 6.6 7.7 7.5 8.1

Other Expenses 620 614 1.1 540 14.9 2,262 2,230 (1.4)

Other Exp to Sales (%) 21.4 17.8 18.1 18.7 19.2

EBITDA 405 408 (0.8) 380 6.6 1,475 1,522 3.2

EBITDA Margin (%) 14.0 11.9 2.08 12.7 1.25 12.2 13.1

Depreciation 119 100 18.9 102 16.0 396 422 6.4

Interest 164 146 12.1 152 7.4 615 618 0.4

TTM Interest Coverage 1.7 2.1 1.8 1.8 1.8

Other Income (incl Excep) (16) 419 (103.8) (17) (5.0) 524 (3) (100.6)

Other Income to Sales (%) (0.6) 12.2 (0.6) 4.3 (0.0)

Profit Before Tax 106 581 (81.7) 108 (1.5) 988 480 (51.4)

Tax Rate (%) 61.1 13.6 40.3 21.4 1.1

Profit After Tax 41 502 (91.8) 65 (35.8) 776 475 (38.8)

PAT Margin (%) 1.4 14.6 (13.2) 2.2 (0.7) 6.4 4.1

Share of Assoc / Minority Int 0 0 0 (0) 0

Net Profit 41 502 (91.8) 65 (35.8) 776 475 (38.8)

Net Margin (%) 1.4 14.6 (13.18) 2.2 (0.73) 6.4 4.1

Adjusted EPS 1.3 15.7 (91.8) 2.0 (35.8) 24.3 14.9 (38.8)

Shareholder's Funds 6,764 6,282 7.7 6,282 6,764 7.7

BV per share 212 196 7.7 196 212 7.7

Net Debt 2,705 2,873 (5.9) 2,873 2,705 (5.9)

Net Debt to Equity 0.4 0.5 0.5 0.4

Net Debt to EBITDA 1.9 1.8

RoE 12.4 7.0

RoIC 9.3 11.5

P/E 2.4 3.9

EV/EBITDA 3.2 3.0



Segmental Performance

Segmental Performance Q1 FY19 Q2 FY19 Q3 FY19 Q4 FY19 Q1 FY20 Q2 FY20 Q3 FY20 Q4 FY20 FY16 FY17 FY18 FY19 FY20

SAW Pipes Volume (in 000 MT) 193 152 125 131 137 140 182 173 468 447 458 601 632

YoY Growth 312.2% 171.5% -18.3% -35.3% -28.9% -8.0% 45.6% 32.1% -4.5% 2.4% 31.1% 5.2%

Share of SAW pipes in total volume 58.7% 48.8% 42.8% 43.0% 47.3% 48.8% 53.4% 51.8% 50.5% 48.7% 44.0% 48.6% 50.5%

DI Pipes Volume (in 000 MT) 101 113 129 125 112 113 125 124 375 374 415 469 474

YoY Growth 3.7% 47.6% 21.9% -7.3% 10.7% -0.4% -3.1% -0.6% -0.5% 11.1% 12.9% 1.2%

Share of SAW pipes in total volume 30.8% 36.3% 44.2% 41.0% 38.7% 39.4% 36.7% 37.2% 40.5% 40.6% 39.8% 37.9% 37.9%

Seamless Pipes Volume (in 000 MT) 34 46 38 49 41 34 34 37 83 98 168 168 146

YoY Growth -14.1% 16.6% -15.6% 12.9% 17.9% -26.7% -10.5% -24.5% 18.7% 71.2% -0.3% -13.3%

Share of SAW pipes in total volume 10.5% 14.9% 13.0% 16.1% 14.0% 11.8% 10.0% 11.1% 8.9% 10.7% 16.1% 13.6% 11.6%

Total Pipe Volume (in 000 MT) 328 312 292 305 290 287 341 334 927 919 1,042 1,237 1,252

YoY Growth 78.1% 80.7% -3.9% -19.9% -11.8% -8.0% 16.8% 9.6% -0.8% 13.3% 18.8% 1.2%

Pellets Vol (in 000 MT) 281 389 374 382 352 338 380 262 1,048 1,249 1,387 1,426 1,332

YoY Growth -38.1% 24.6% 8.6% 37.9% 25.4% -13.2% 1.6% -31.4% 19.2% 11.1% 2.8% -6.6%

Standalone Revenue (in Rs Cr) 2,290 2,346 2,350 2,844 2,581 2,353 2,702 2,493 6,245 5,691 7,290 9,829 10,129

Blended average per unit realization (Rs per MT) 37,594 33,442 35,279 41,401 40,234 37,649 37,476 41,808 31,636 26,244 30,015 36,904 39,202

Standalone Gross Profit (Rs Cr) 809 847 915 987 954 930 1,003 966 2,734 2,682 3,010 3,559 3,852

Blended average Gross Profit per MT (Rs) 13,278 12,079 13,743 14,373 14,864 14,877 13,909 16,201 13,852 12,371 12,393 13,361 14,909

Standalone EBITDA (Rs Cr) 294 307 321 372 355 316 367 316 950 956 1,047 1,295 1,354

Blended average EBITDA per MT (Rs) 4,833 4,383 4,823 5,421 5,535 5,048 5,096 5,294 4,815 4,408 4,311 4,864 5,239



1 year forwarded valuation band charts
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1 year forwarded P/BV band chart of JSAW

Adj Price 0.2x 0.46x 0.72x 0.98x 1.24x
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1 year forwarded EV/EBITDA band chart of JSAW

EV per sh 4.1x 6.98x 9.86x 12.74x 15.63x
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