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Hindalco Industries

Sector: Aluminium

= About Hindalco Industries

Hindalco Industries Limited is the flagship metals company of the Aditya Birla Group and one of the
most formidable industrial conglomerates in India. Established in 1958, Hindalco has grown from a
small aluminium plant in Renukoot, Uttar Pradesh, into a global metals powerhouse with operations

spanning five continents. @

The company operates across two primary verticals: Aluminium and Copper. Its aluminium business
covers the entire value chain — from bauxite mining and alumina refining to primary aluminium
smelting and manufacturing of high-value downstream products like rolled products, extrusions,
foils, and recycled aluminium. The copper segment produces copper cathodes, continuous cast
copper rods, and precious metal by-products.

The crown jewel of Hindalco's global presence is Novelis Inc., its wholly owned subsidiary
headquartered in Atlanta, USA. Novelis is the and a leader
in aluminium recycling, serving marquee clients in the automotive, beverage can, and specialty
packaging industries across North America, Europe, Asia, and South America. Novelis contributes
over 60% of Hindalco's consolidated revenues, making it a truly global enterprise. &7

@ Official website: Hindalco Industries Official Website

£° Expansion Plans

Hindalco is in the midst of one of the most ambitious capacity expansion cycles in its history, with a
combined capex pipeline of approximately 40,000+ crore over FY24-FY28 across India and
Novelis globally. &

India Aluminium Expansion: The company is expanding its downstream aluminium capacity
significantly. The Aditya Aluminium smelter in Odisha is being scaled up, and new value-added
product lines including specialty alloys, automotive body sheet, and lithium-ion battery foil are being
added. Hindalco aims to grow its India value-added aluminium volume from ~70% to over 85% of
total production — a strategic shift towards premium, higher-margin products. /4

Novelis Automotive Push: Novelis is investing heavily in its Bay Minette, Alabama greenfield plant —
a USD 2.5 billion project that will add 600 ktpa of automotive and specialty aluminium rolling
capacity in North America. This plant is specifically designed to serve the booming electric vehicle
market, where aluminium body sheets are critical for lightweighting. Key customers include major
global automakers transitioning to EV platforms. % 4

Recycling Leadership: Novelis is targeting a recycled aluminium content of 75%+ in its products by
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2030, up from ~60% today. This not only dramatically reduces carbon emissions but also lowers raw
material costs since recycled aluminium requires 95% less energy than primary production.

Copper Business: Hindalco's Birla Copper unit at Dahej is being optimised for higher precious metal
recovery and copper rod production, catering to India's fast-growing power and telecom cable
markets. The company is also evaluating a second copper smelter to cater to rising domestic
demand.

Collectively, these initiatives position Hindalco to deliver meaningful volume and revenue growth
through FY27-FY28, with operating leverage expected to amplify profitability. [4

4 Key Positives

®* _ Fully Integrated Global Operations: Hindalco controls the entire aluminium value chain —
from captive bauxite mines and coal-based captive power plants in India to world-class rolling
mills via Novelis globally. This vertical integration provides enormous cost advantages and

insulates margins during commodity downturns.

* £ Novelis — A World-Class Asset: Novelis is not just a subsidiary; it is one of the world's most
strategically valuable aluminium businesses. With 33 rolling and recycling facilities across 10
countries, long-term contracts with blue-chip automotive and packaging customers, and a
leading recycling platform, Novelis is a recurring, high-quality earnings engine.

® 1 EV & Green Economy Tailwinds: Aluminium is the metal of the future for electric vehicles,
solar panels, and green infrastructure. Hindalco and Novelis are ideally positioned to capture this
secular demand surge. Every EV uses 3-4x more aluminium than a conventional vehicle.

® & Strong Financial Profile: With a D/E ratio of just 0.23 and consistently improving ROE and
ROCE, Hindalco's balance sheet is in excellent health — especially impressive for a capital-
intensive metals company. This gives it headroom for growth investments without financial
distress.

® = ESG Leadership: Novelis's recycling model makes Hindalco one of the most sustainable
metals companies globally. This is increasingly important as institutional investors apply ESG
filters, which could re-rate the stock's valuation multiple over time.

¢ [5] Diversified Revenue Streams: Balanced contribution from India aluminium, India copper, and
Novelis global operations means no single geography or end-market dominates. This
diversification smooths out cyclical volatility significantly.

e < Aditya Birla Group Backing: Being part of one of India's most respected conglomerates

ensures access to capital, management depth, regulatory relationships, and long-term strategic
vision that few standalone metals companies can match.

A, Key Concerns
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¢ 1, Commodity Price Sensitivity: Aluminium and copper are globally traded commodities. A
sustained decline in LME prices can significantly compress EBITDA per tonne despite operational

excellence.

® 1. High Energy Cost Exposure: Aluminium smelting is extremely energy-intensive. Any
disruption to captive power supply or rising coal/power costs can directly dent India segment
margins.

® 1. Novelis Debt: While Hindalco's standalone D/E is low, Novelis carries a significant USD-
denominated debt load on its own books, which can be a concern during periods of USD

strength or rising global interest rates.

®* 1, Low Promoter Holding: At 34.67%, promoter ownership is relatively low, which may lead to
increased stock price volatility driven by FlI/DII flows and market sentiment rather than
fundamentals alone.

& SWOT Analysis

Hindalco's core strength lies in its unmatched vertical integration and the global scale of Novelis,
which together create a wide and durable competitive moat. The company's low leverage and
improving return ratios signal financial discipline rarely seen in large-cap metals. However, its
relatively modest promoter stake and Novelis's USD debt are genuine structural considerations. The
opportunities ahead — EV aluminium demand, India's infrastructure boom, and the circular economy
shift — are transformational in scale. The key threats remain commodity price volatility, energy cost
inflation, and trade policy uncertainty, all of which are external but manageable given Hindalco's

diversified footprint.

STRENGTHS

® Largest aluminium producer in Asia with fully integrated operations from bauxite mining to
value-added products

® Novelis subsidiary is the world's largest aluminium rolling company with strong recycling
capabilities

® Diversified product portfolio spanning aluminium, copper, and downstream value-added
segments

® Strong balance sheet with low D/E of 0.23 and consistent free cash flow generation

® Relatively low promoter holding at 34.67% leaving the stock exposed to institutional sentiment
swings
® High capital intensity with continuous capex requirements for capacity expansion and

maintenance

®* Novelis earnings are denominated in USD, creating translation risk for consolidated INR
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financials

£ OPPORTUNITIES
® Surging global demand for aluminium in EVs, renewable energy infrastructure, and packaging

® |ndia's infrastructure and manufacturing boom driving domestic aluminium and copper

consumption

®* Novelis recycling leadership positions Hindalco well in the ESG-driven circular economy

transition

@ THREATS
* Volatile global aluminium and copper commodity prices directly impacting realisation and
margins

® Rising energy costs — power is the single largest input cost in aluminium smelting

® Geopolitical trade risks including US tariffs and anti-dumping duties on aluminium imports

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell

recommendation.

24 Profit & Loss (Last 5 Years)

Hindalco's consolidated revenues have grown robustly from approximately ¥1,88,540 crore in FY22
to an estimated ¥2,48,000 crore in FY26E, reflecting both organic volume growth and Novelis's
steady contribution. Net profit, after a dip in FY23 due to global aluminium price corrections and
input cost pressures, has recovered strongly — with FY25 profits crossing 12,800 crore and FY26E
projected at over 16,200 crore as downstream margins improve and new capacities ramp up. gl
The profit CAGR trajectory over three years is a compelling validation of Hindalco's earnings
recovery story.

* Estimated figures in X Crores. Source: Annual reports & public disclosures. Not guaranteed to be

accurate.

@ Risk Factors

* @ Global Aluminium Price Cycles: LME aluminium prices are notoriously cyclical. A global
demand slowdown — particularly in China — can lead to oversupply and sharp price corrections
that reduce realisation across all segments.

* @ Geopolitical & Trade Policy Risks: US Section 232 tariffs on aluminium imports, anti-dumping
investigations in Europe, and evolving trade agreements can materially impact Novelis's cost
structure and market access.

* @ Currency Fluctuation Risk: Novelis revenues and costs are primarily in USD and other foreign

currencies. INR/USD movements affect the translation of Novelis earnings into INR-
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consolidated P&L, creating FX volatility.
* @ Capex Execution Risk: The USD 2.5 billion Bay Minette plant is one of the largest single

investments in Novelis's history. Any cost overruns, delays, or demand shortfalls in the EV
segment could impact returns on this investment.

* @ Environmental & Regulatory Compliance: Mining operations, smelters, and chemical plants
are subject to increasingly stringent environmental regulations in India and globally. Non-
compliance or additional compliance costs could impact profitability.

* @ Input Cost Volatility: Coal, caustic soda, and anode carbon costs are significant variable
inputs. Any structural rise in these costs without compensatory aluminium price increases can
compress EBITDA per tonne sharply.

s} Value Investing Snapshot

Market Price (%) 31,078 o
PE Ratio 18.6x |
PB Ratio 3.2x 4
Intrinsic Value (%) 3,840 (4]
D/E Ratio 0.23 Q
ROE (%) 13.7% 0
ROCE (%) 17.0% Q
Revenue CAGR (3Y) * ~8-10% L]
Profit CAGR (3Y) * ~18-22% L)
Promoter Holdings (%) 34.67% Q
Pledging (%) N/A 0

* Revenue CAGR (3Y) and Profit CAGR (3Y) are estimated based on publicly available financial data and
analyst projections — not sourced from audited filings directly.

Legend: @ Green = Strong/Attractive | © Yellow = Moderate | @ Red = Weak/Caution

Valuation Insight: At a market price of 1,078, Hindalco trades at a significant discount of ~72%

4

to our calculated intrinsic value of 3,840 (using the Benjamin Graham-inspired formula: IV = EPS x
(8.5 + 2G) x 6% / 8%, with EPS of X57.86 and EPS growth rate of 40%). This implies a substantial

margin of safety for long-term value investors. &*

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform dedicated to empowering retail
investors with institutional-quality stock analysis. Trusted by thousands of smart investors across
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India, Futurecaps specialises in identifying multibagger stocks with strong fundamentals, wide
competitive moats, and compelling valuations. Our research combines rigorous financial modelling,
qualitative business assessment, and value investing principles to uncover tomorrow's wealth
creators today. Whether you are a seasoned market participant or just beginning your investing
journey, Futurecaps gives you the edge to invest with conviction and confidence. @& [l

. About Value Investing

Value investing is the time-tested philosophy of buying great businesses at prices below their
intrinsic worth — pioneered by Benjamin Graham and immortalised by Warren Buffett. The core
idea is simple: the stock market occasionally misprices fundamentally strong companies, creating
opportunity for patient investors. Key metrics like PE ratio, PB ratio, ROCE, ROE, D/E, and intrinsic
value help investors assess whether a stock offers a genuine margin of safety. To calculate the
intrinsic value of any stock using the Graham formula, try the free tool at: Futurecaps Intrinsic Value
Calculator. &

fial Profit & Loss

Hindalco Industries revenue grew from X188.5K Cr (FY22) to I248.0K Cr (FY26E), a 7% CAGR. Net profit
expanded from X9.6K Cr to X16.2K Cr (14% CAGR), reflecting strong operating leverage.
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This report is prepared for informational and educational purposes only. It does not constitute
investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com
is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of
principal. Past performance is not indicative of future results. All fundamentals data is sourced from
public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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