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NMDC

Sector: Industrial Minerals

= About NMDC

NMDC Limited — formerly known as the National Mineral Development Corporation — is India's
largest iron ore producer and a proud Navratna Public Sector Undertaking (PSU) under the Ministry
of Steel. Founded in 1958, the company has built an unmatched legacy of over six decades in the
mining sector, supplying the critical raw material that fuels India's steel industry.

NMDC operates world-class mechanised iron ore mines at Bailadila in Chhattisgarh and Donimalai
in Karnataka, with a combined production capacity of over 50 million tonnes per annum (MTPA). Its
iron ore is highly sought-after by major steel manufacturers including SAIL, JSW Steel, Tata Steel,
and numerous others.

Beyond mining, NMDC has ventured into pellet manufacturing and has set up NMDC Steel Limited
— a 3 MTPA integrated steel plant in Nagarnar, Chhattisgarh — to move up the value chain. The
company also has exploration interests in Australia, Mozambique, and Tanzania, giving it an
international footprint. @

With a promoter holding of 60.79% (Government of India), NMDC enjoys the twin advantages of
sovereign backing and operational excellence, making it a cornerstone holding for many value

investors in the metals space. @&

1 Official website: NMDC Official Website

£¥ Expansion Plans

NMDC is on an aggressive growth trajectory, aligned with India's National Steel Policy 2017 target
of producing 300 million tonnes of steel by 2030 — a target that will require massive iron ore supply.
Here's what the company is doing to scale up: £

® & Production Scale-Up to 100 MTPA: NMDC has outlined an ambitious roadmap to ramp up
iron ore production to 100 million tonnes per annum by FY30, from the current ~45-50 MTPA.
This involves brownfield expansions at existing Bailadila mines and capacity debottlenecking

projects.

® < New Mine Development: The company is actively developing its Deposit 11B at Bailadila
and working to restart the Donimalai mine in Karnataka, which was temporarily halted due to
premium disputes with the state government. Successful restart would add approximately 7
MTPA of production.

® ¥ Pellet Plant Expansion: NMDC is expanding its pellet capacity at Donimalai and evaluating a
new pellet plant near its Chhattisgarh operations. Pellets command a premium over lump ore

and significantly improve realisations per tonne, boosting margins.
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® iz NMDC Steel Limited Ramp-Up: The 3 MTPA Nagarnar Steel Plant, now demerged as a
separate entity, is ramping up production. Once fully operational, it positions NMDC as an
integrated steel producer, capturing more value from the iron ore-to-steel chain.

® @ International Exploration: NMDC continues to hold and explore assets in Australia (Legacy

Iron Ore) and Africa, positioning itself for future supply security and global partnerships.

®  Technology & Sustainability: The company is investing in slurry pipelines, rail connectivity,

and dry stacking of tailings to improve operational efficiency and reduce environmental impact
— critical for securing long-term regulatory approvals.

These expansion plans, backed by strong government support and a healthy balance sheet, make
NMDC one of the most well-positioned mining companies to ride India's infrastructure supercycle.

>
f =3

4 Key Positives
¢ 2 Dominant Market Position: NMDC commands approximately 20% of India's total iron ore
production, making it the undisputed leader. This scale creates significant pricing power and cost

advantages that private players struggle to replicate.

° Exceptional Return Ratios: With a ROCE of 27.7% and ROE of 23.4%, NMDC consistently
demonstrates superior capital efficiency. These numbers are outstanding for a capital-intensive
mining company and signal a true business moat.

¢ X\ Near Debt-Free Balance Sheet: A Debt-to-Equity ratio of just 0.19 means NMDC is virtually
debt-free. This financial fortress gives the company flexibility to fund expansions without diluting
equity or burdening cash flows with interest costs.

® & Consistent Dividend Payer: NMDC has a stellar track record of generous dividend payouts,
often distributing 50-70% of profits as dividends. For income-seeking investors, this provides an
attractive dividend yield alongside capital appreciation potential.

®* jii Government Backing & Navratna Status: As a Navratna PSU with 60.79% Government of
India ownership, NMDC enjoys sovereign support, access to government contracts, and
preferential treatment in policy decisions — a structural moat very few companies possess.

® ;] Deeply Undervalued vs Intrinsic Value: At a market price of ¥85.9 against a calculated
intrinsic value of 181, the stock trades at a ~53% discount to its fair value — offering an

extraordinary margin of safety for value investors.

* _ Captive, Low-Cost Mines: NMDC's mines are among the highest-grade iron ore deposits in
Asia. Operating costs are structurally low due to the quality of ore and decades of operational
optimisation, ensuring robust margins even during iron ore price downturns.

® &’ Strategic Importance to India's Steel Ecosystem: As India accelerates infrastructure spending

— highways, railways, smart cities, defence — steel demand will structurally grow for years.
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NMDC, as the primary raw material supplier, is a direct and leveraged beneficiary. 1N

A, Key Concerns

®* 1, Commodity Price Cyclicality: Iron ore prices are inherently volatile, driven by global steel
demand and Chinese manufacturing cycles. A sharp price correction can meaningfully compress
NMDC's revenue and profitability in any given year.

® i, NMDC Steel Execution Risk: The Nagarnar steel plant has faced delays and operational
challenges. A slow ramp-up or cost overruns at the steel subsidiary could weigh on consolidated

financials and investor sentiment.

® 1. Regulatory & Environmental Hurdles: Mining operations are subject to stringent
environmental clearances, forest rights issues, and state government levies. Any adverse
regulatory action — like the Donimalai standoff — can disrupt production targets.

¢ 1, PSU Discount: Despite strong fundamentals, NMDC trades at a lower multiple than private
sector peers due to the inherent 'PSU discount' — a perception of slower decision-making and
bureaucratic constraints — which can limit re-rating potential in the near term.

@ SWOT Analysis

NMDC's SWOT profile paints a compelling picture for long-term investors. Its strengths — market
dominance, high return ratios, and a fortress balance sheet — form an almost unassailable
competitive moat. The primary weakness lies in commodity price dependence and steel plant
execution risks. However, India's infrastructure boom and rising domestic steel consumption present
massive opportunities for volume and value growth. The key threats — global iron ore price volatility
and increasing competition from auctioned private mines — are real but manageable given NMDC's
cost and scale advantages. Overall, the risk-reward is strongly skewed in favour of patient investors.

f# STRENGTHS

® |ndia's largest iron ore producer with dominant ~20% market share
®* Government-backed Navratna PSU with strong balance sheet and low debt
® High ROCE of 27.7% and ROE of 23.4% reflecting capital efficiency

® Consistent dividend payer with strong cash generation from core mining operations

® Revenue heavily dependent on iron ore prices, which are cyclical and volatile
® Limited product diversification beyond iron ore and pellets

® Steel plant subsidiary (NMDC Steel) has faced execution and ramp-up challenges

£* OPPORTUNITIES
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® |ndia's massive infrastructure push and steel demand growth driving iron ore consumption
® Expansion of pellet capacity and value-added products to improve margins

® Increasing production targets to 100 MT by 2030 under National Steel Policy

@ THREATS

® Global iron ore price fluctuations impacting realisations and profitability
® Rising competition from private miners post auction of new mining leases

® Regulatory and environmental clearance delays affecting mine expansions

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

recommendation.

2~/ Profit & Loss (Last 5 Years)

NMDC's financial journey over the last five years reflects the cyclical nature of iron ore pricing
combined with a structurally growing volume story. Revenue peaked in FY22 at approximately
22,648 crore on the back of elevated global iron ore prices, dipped in FY23 as prices corrected,
and has since recovered steadily. 4 Net profits have followed a similar trajectory, with margins
consistently remaining healthy due to NMDC's low-cost mining operations. FY26 estimates suggest
a return toward peak revenue territory, driven by volume ramp-up and stable iron ore realisations.
The long-term profit CAGR (3Y) is estimated at approximately ~13%, reflecting underlying
operational strength. £

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

accurate.

@ Risk Factors

* @ Iron Ore Price Volatility: Global iron ore prices are highly sensitive to Chinese steel demand.
A slowdown in China's real estate or infrastructure sector can trigger sharp price declines,
directly impacting NMDC's revenue per tonne and overall profitability.

* @ Regulatory & Environmental Risk: NMDC operates in ecologically sensitive forest areas.
Environmental clearance delays, tribal land rights issues (Forest Rights Act), and state
government royalty disputes can significantly delay mine expansion and production ramp-ups.

* @ Concentration Risk: A majority of NMDC's production comes from a handful of mines in
Chhattisgarh. Any geological, logistical, or force majeure event at Bailadila could materially
disrupt output and revenues.

* @ Competition from Private Miners: Post the 2015 Mines and Minerals (Development and
Regulation) Amendment Act, several private companies have won iron ore mine auctions. As
these mines scale up, competitive pressure on pricing and market share could intensify.

* @ NMDC Steel Limited Risks: The demerged steel plant faces risks of overcapacity in the steel
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sector, volatile coking coal prices (an input cost), and competition from established integrated
steel players like SAIL, JSW, and Tata Steel.

* @ Government Policy Risk: As a PSU, NMDC's pricing decisions, capital allocation, and
dividend policy can be influenced by government directives that may not always align with
minority shareholder interests.

* @ Forex & Commodity Input Risk: While NMDC primarily sells domestically, any expansion into

export markets or import of equipment for expansions carries forex exposure risk.

1al Value Investing Snapshot

Market Price (X) X85.9 €} Deeply Undervalued
PE Ratio 10.1x _) Moderate / Attractive
PB Ratio 2.2x ) Moderate

Intrinsic Value (%) 181 € ~53% Upside

D/E Ratio 0.19 © Very Low Debt

ROE (%) 23.4% @) Excellent

ROCE (%) 27.7% @ Outstanding
Revenue CAGR (3Y) * ~5% _) Moderate

Profit CAGR (3Y) * ~13% @) Strong

Promoter Holdings (%) 60.79% € High Conviction
Pledging (%) N/A (Nil) €©) Zero Pledge

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

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on available financial
disclosures and may differ from final audited figures.

. Intrinsic Value Methodology: Calculated using the Benjamin Graham-inspired formula: IV = EPS
x (8.5 + 2G) x 6% / AAA Bond Yield, where EPS = X8.49, G (EPS growth rate) = 10%, and AAA bond
yield proxy = 8%. This gives an intrinsic value of X181, suggesting NMDC is trading at a significant
~53% discount to fair value — an exceptional margin of safety!

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
India, Futurecaps specialises in uncovering multibagger opportunities — stocks with strong
fundamentals, significant undervaluation, and long-term wealth-creation potential. Our research
combines rigorous financial modelling, qualitative business analysis, and value investing principles to
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cut through the market noise. Whether you are a seasoned investor or just beginning your wealth-
building journey, Futurecaps is your trusted research partner for making informed, conviction-driven
investment decisions. [yl @&

. About Value Investing

Value investing, pioneered by Benjamin Graham and famously practised by Warren Buffett, is the
art of buying great businesses at prices significantly below their intrinsic value. The core principle is
simple yet powerful: price is what you pay, value is what you get. By focusing on fundamentals —
earnings power, return on equity, balance sheet strength, and management quality — value investors
build a margin of safety that protects against downside while maximising upside potential. | Want
to calculate the intrinsic value of any stock yourself? Use our free tool: Futurecaps Intrinsic Value
Calculator. Invest with knowledge, patience, and conviction. £

fil Profit & Loss

NMDC revenue grew from X22.6K Cr (FY22) to 26.0K Cr (FY26E), a 4% CAGR. Net profit expanded from
X7.6K Cr to X7.6K Cr (-0% CAGR), reflecting strong operating leverage.

Revanus B st Profit

23 9%

172K

114K

Frad Fra3 Frad Fras FYaee
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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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