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Steel Authority of India
Sector: Iron & Steel

📋 About Steel Authority of India
Steel Authority of India Limited, popularly known as SAIL, is one of India's largest and oldest public
sector steel manufacturers, headquartered in New Delhi. Incorporated in 1973 and operating under
the Ministry of Steel, SAIL is a Maharatna company — one of the highest honours bestowed on a
government enterprise — reflecting its massive scale, financial strength, and strategic national
importance. 🇮🇳

SAIL operates five integrated steel plants — at Bhilai, Durgapur, Rourkela, Bokaro, and IISCO
(Burnpur) — along with several special steel plants and a nationwide network of service centres and
stockyards. Its product portfolio is vast: hot-rolled and cold-rolled coils, plates, structurals, rails, wire
rods, bars, and pipes. These products are the backbone of India's railways, defence, construction,
automotive, and heavy engineering industries.

With an annual crude steel production capacity of over 21.4 million tonnes, SAIL commands a
significant share of India's domestic steel market. The company also holds captive mines for iron ore
and coking coal, giving it a structural cost advantage over many smaller peers. As India's
infrastructure story accelerates in 2025–26, SAIL is uniquely positioned to ride this mega-cycle. 🚀

🌐 Official website: Steel Authority of India Official Website

🚀 Expansion Plans
SAIL's growth roadmap for 2025–2030 is ambitious and multi-dimensional. The company is
executing a phased capacity expansion plan targeting an increase in crude steel capacity from ~21
MTPA to approximately 35 MTPA by 2030. This expansion is being driven by brownfield upgrades
at its flagship Bhilai and Rourkela plants, which are among the most technologically advanced
integrated steel facilities in the country. 📊

One of the most exciting facets of SAIL's forward strategy is its pivot towards value-added and
specialty steel. The company is investing heavily in downstream facilities to produce high-strength
steel for the defence sector, rail steel for metro and high-speed rail corridors, and automotive-grade
flat products that currently depend heavily on imports. This product mix upgrade is expected to
significantly improve realisation per tonne and boost EBITDA margins over the medium term. 💰

On the raw material front, SAIL is aggressively expanding its captive iron ore mining capacity across
Odisha and Jharkhand, aiming to achieve near-complete self-sufficiency in iron ore — a critical
buffer against commodity price volatility. The company is also exploring coking coal partnerships in
Australia and Mozambique to reduce dependence on spot imports.
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Geographically, SAIL is deepening its presence in North-East India and Tier-2/Tier-3 markets
through expanded service centre networks, leveraging government infrastructure spending under
PM Gati Shakti, the Jal Jeevan Mission, and affordable housing schemes. Additionally, SAIL is
exploring green steel initiatives — including hydrogen-based direct reduced iron (DRI) pilot projects
— to align with India's net-zero commitments by 2070 and access premium ESG-conscious buyers
globally. 🌿

These capital allocation decisions, backed by government support and a strong order book from
Indian Railways, give SAIL a credible and visible growth runway that few PSU companies can match.
✅

✅ Key Positives
• 💪 Maharatna Status & Government Backing: SAIL's status as a Maharatna PSU means it enjoys

strategic policy support, preferred vendor status for government projects, and access to low-cost
sovereign-backed financing — advantages that private competitors simply cannot replicate.

• 🏗 India's Infrastructure Supercycle: The Indian government's record capital expenditure —
budgeted at ₹11.11 lakh crore in FY26 — on roads, railways, ports, airports, and urban
infrastructure directly translates into structural demand for steel. SAIL, as the dominant public
sector producer, is a primary beneficiary.

• 🚂 Railways & Defence Moat: SAIL is the exclusive supplier of heavy rails (60 kg/metre and
above) to Indian Railways — a monopoly-like position. With Indian Railways planning massive
network expansion and the government prioritising domestic defence manufacturing, SAIL's
order pipeline is exceptionally strong.

• ⛏ Captive Raw Material Advantage: Captive iron ore mines in Odisha and Jharkhand
significantly insulate SAIL from iron ore price spikes that hurt integrated steel players without
mine ownership. This is a durable cost moat that enhances earnings quality through commodity
cycles.

• 💹 Attractive Valuation: At a P/B of just 1.4x and trading near intrinsic value, SAIL offers a
compelling entry point for value investors. The stock trades at a meaningful discount to private
sector steel peers, despite comparable — and in many cases superior — product capabilities in
niche segments.

• 📈 Improving EPS Trajectory: With an EPS of ₹10.13 and an estimated growth rate of 11%
annually, SAIL's earnings power is gradually strengthening as capacity utilisation improves and
the product mix shifts toward higher-margin specialty steel.

• 🏦 Manageable Debt: A D/E ratio of just 0.55 means SAIL's balance sheet is relatively
conservative for a capital-intensive industry. As free cash flows improve with higher utilisation,
deleveraging will further strengthen the financial profile.

• 🌍 Export Optionality: As global steel supply chains diversify away from China, Indian steel
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producers including SAIL are well-placed to capture incremental export demand — particularly
for railway products and structural steel in South Asia and Africa.

⚠ Key Concerns
• ⚠ Operational Inefficiency: SAIL's cost per tonne of steel remains higher than peers like JSW

Steel and Tata Steel, primarily due to legacy workforce structures, older plant sections, and
higher energy consumption per unit of output.

• ⚠ Low Capital Returns: An ROE of 6.48% and ROCE of 7.84% are below the cost of capital for
most investors, indicating that SAIL is currently not generating sufficient returns on the capital
employed — a concern that must improve for the stock to meaningfully rerate.

• ⚠ Cyclical Vulnerability: Steel is a deeply cyclical commodity. Any global slowdown, demand
compression in China, or domestic infrastructure spending cuts could rapidly erode SAIL's
profitability.

• ⚠ Import Competition: Cheap Chinese steel imports remain an existential threat. While India
has imposed anti-dumping duties in the past, their renewal is not guaranteed and political
economy considerations can complicate trade policy.

• ⚠ PSU Governance Overhang: Government ownership, while providing stability, can also mean
slower decision-making, politically influenced pricing in some segments, and periodic dividend
pressures from the exchequer.

🔍 SWOT Analysis
Steel Authority of India presents a classic value-with-catalyst SWOT profile. Its strengths lie in
unmatched scale, captive raw materials, and irreplaceable supply relationships with Indian Railways
and defence. However, weaknesses around operational efficiency and below-average returns on
capital temper near-term enthusiasm. The opportunities are genuinely exciting — India's
infrastructure decade, specialty steel demand, and export diversification offer multi-year tailwinds.
The threats — Chinese dumping, input cost volatility, and PSU governance constraints — are real but
manageable, especially with the government's increasingly protective trade stance on steel. Overall,
SAIL is a compelling long-term value bet for patient investors. 📊

💪 STRENGTHS
• India's largest government-owned integrated steel producer with 5 major steel plants

• Strong captive raw material linkages including coal and iron ore mines

• Dominant supplier to Indian Railways and defence sector with long-term contracts

• 65% promoter holding by Government of India ensuring strategic stability

⚠ WEAKNESSES
• High cost of production compared to private peers like Tata Steel and JSW Steel
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• Legacy workforce and unionised labour leading to operational inefficiencies

• Relatively low ROE and ROCE indicating suboptimal capital utilisation

🚀 OPPORTUNITIES
• India's infrastructure push — PM Gati Shakti, smart cities, and housing for all driving steel

demand

• Expansion into value-added steel products and specialty steel for defence and aerospace

• China+1 strategy globally creating export opportunities for Indian steel manufacturers

🔴 THREATS
• Cheap steel imports from China and other countries pressuring domestic prices

• Volatile coking coal and iron ore prices squeezing operating margins

• Increasing competition from efficient private sector players expanding capacity rapidly

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

📈 Profit & Loss (Last 5 Years)
SAIL delivered its peak revenue of approximately ₹1,09,674 crore in FY22, riding the post-pandemic
commodity supercycle, before moderating in FY23 and FY24 as steel prices corrected globally.
Profitability followed a similar arc — net profit peaked near ₹12,000 crore in FY22 before
normalising to ₹4,200–4,900 crore in subsequent years as input costs remained elevated. The
trajectory from FY25 onwards looks gradually improving, supported by higher value-added product
volumes, better capacity utilisation, and a recovery in domestic steel prices driven by government
infrastructure spending. 💰

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

🔴 Risk Factors
• 🔴 Global Steel Overcapacity: China's persistent steel overproduction and export subsidies

create a structural risk of price suppression in global and domestic Indian markets.

• 🔴 Coking Coal Import Dependence: India imports the bulk of its coking coal from Australia. Any
supply disruption, currency depreciation, or price spike can materially impact SAIL's cost
structure and margins.

• 🔴 Energy Transition Risk: As the world moves toward green steel (hydrogen-DRI, electric arc
furnace), SAIL's blast furnace-heavy asset base could face stranded asset risk if it fails to
transition fast enough.

• 🔴 Execution Risk on Expansion: Large brownfield and greenfield steel projects in India have
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historically faced cost overruns and delays. Any slippage in SAIL's capacity expansion timeline
could disappoint investors.

• 🔴 Regulatory & Environmental Risk: Tightening environmental norms around mining and steel
production could increase compliance costs and impact output from captive mines.

• 🔴 Cyclicality & Macro Sensitivity: A significant slowdown in India's GDP growth or a global
recession could sharply reduce steel demand across construction, automotive, and capital goods
— compressing SAIL's revenues and margins simultaneously.

• 🔴 Wage & Pension Obligations: As a large PSU, SAIL carries significant long-term employee
benefit and pension obligations that can strain free cash flows during periods of weak earnings.

📊 Value Investing Snapshot

Metric Value Signal

Market Price (₹) ₹200 🟡 Fairly Valued

PE Ratio 17.4x 🟡 Moderate

PB Ratio 1.4x 🟡 Moderate

Intrinsic Value (₹) ₹232 🟢 Stock Below IV

D/E Ratio 0.55 🟡 Moderate

ROE (%) 6.48% 🔴 Below Benchmark

ROCE (%) 7.84% 🔴 Below Benchmark

Revenue CAGR (3Y) * ~3–5% (est.) 🟡 Moderate

Profit CAGR (3Y) * ~5–8% (est.) 🟡 Moderate

Promoter Holdings (%) 65.00% 🟢 Strong

Pledging (%) N/A 🟢 No Pledging

 * Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on publicly available
financial trends and are not sourced from official filings for this table. All other metrics reflect
verified financial data as of the research date.

Legend: 🟢 Green = Strong / Attractive  |  🟡 Yellow = Moderate / Fair  |  🔴 Red = Weak / Caution

🏆 About Futurecaps
Futurecaps is a SEBI-registered investment research platform trusted by tens of thousands of retail
investors across India. Our mission is simple: democratise high-quality equity research so that every
Indian investor — not just institutional players — can access deeply researched, data-backed stock
ideas. Our team of experienced analysts scours the market for high-conviction multibagger
opportunities, combining fundamental analysis, value investing frameworks, and sector expertise.
Whether you are a seasoned investor or just starting your wealth-creation journey, Futurecaps is
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your trusted companion. 💰🚀

💡 About Value Investing
Value investing is the time-tested philosophy of buying stocks at a price below their intrinsic worth
— creating a margin of safety that protects capital while maximising upside. Pioneered by Benjamin
Graham and perfected by Warren Buffett, value investing focuses on fundamentals: earnings power,
balance sheet strength, competitive moats, and management quality — not short-term price noise.
📊 At Futurecaps, we use the Graham-inspired intrinsic value formula IV = EPS × (8.5 + 2G) × 6% /
8% to identify undervalued gems. Try it yourself with our Futurecaps Intrinsic Value Calculator and
start investing smarter today! 🏆

📊 Profit & Loss
Steel Authority of India revenue grew from ₹109.7K Cr (FY22) to ₹126.0K Cr (FY26E), a 4% CAGR. Net profit
expanded from ₹12.0K Cr to ₹4.9K Cr (-20% CAGR), reflecting strong operating leverage.
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Disclaimer

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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