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Tata Steel

Sector: Iron & Steel

= About Tata Steel

Tata Steel is one of the world's most geographically diversified steel producers and a flagship
company of the iconic Tata Group. Founded in 1907 by Jamsetji Tata in Jamshedpur, it holds the
distinction of being Asia's first integrated private sector steel plant. Today, with a crude steel
capacity of over 35 million tonnes per annum (MTPA) across India, the United Kingdom, and the
Netherlands, Tata Steel ranks among the top 10 global steel companies.

In India, the company operates world-class steelmaking facilities at Jamshedpur (Jharkhand) and
Kalinganagar (Odisha), producing a wide range of flat and long steel products. These include hot-
rolled coils, cold-rolled sheets, galvanised and colour-coated steel, wire rods, and specialty steels
catering to the automotive, construction, packaging, and infrastructure sectors.

Internationally, Tata Steel Europe — comprising Tata Steel Netherlands (ljmuiden) and historically
Tata Steel UK — adds significant scale, though European operations have faced structural
headwinds. The company's India business, however, continues to be a high-margin, high-growth
engine, and that's what excites value investors in 2026. &

&) Official website: Tata Steel Official Website

¢¥ Expansion Plans

Tata Steel's growth story in 2026 is very much a Made-in-India narrative. The company has been
executing one of the most ambitious capacity expansion programmes in Indian steel history. Here's
what's driving the next leg of the growth story:

* & Kalinganagar Phase 2 Expansion: Tata Steel is expanding its Kalinganagar plant in Odisha
from 3 MTPA to 8 MTPA, making it one of the most modern and cost-efficient steel plants in
Asia. Phase 2, involving an additional 5 MTPA, is well underway and is expected to significantly
boost India volumes by FY27.

* 4. Downstream Value-Added Capacity: The company is investing in downstream facilities for
auto-grade steel, specialty cold-rolled products, and electrical steel to cater to India's fast-
growing EV and renewable energy sectors. These high-margin products command premium
pricing and will improve blended realisation.

* @ European Restructuring: Tata Steel UK entered a restructuring agreement with the UK
government, involving a £500 million co-investment to transition its Port Talbot plant from a
traditional blast furnace model to an Electric Arc Furnace (EAF). This is a landmark green-steel
move that reduces carbon emissions by ~90% and structurally improves cost economics.

® | Green Steel & ESG Agenda: In line with global decarbonisation trends, Tata Steel has
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committed to achieving net-zero carbon emissions by 2045. Green hydrogen-based steelmaking

pilots are being explored at Jamshedpur.

® & Raw Material Security: The company continues to expand its captive iron ore mining capacity
in Odisha and Jharkhand, reducing dependence on merchant ore and providing a natural cost
hedge.

Together, these expansion moves position Tata Steel to deliver significantly higher India volumes at
better margins through FY26 and beyond. &

4 Key Positives

* 2 Integrated Operations & Cost Leadership: Tata Steel's captive raw material mines — iron ore
in Odisha and coking coal sourcing arrangements — give it a structural cost advantage over peers
who depend entirely on the open market. Lower raw material costs translate directly into
superior EBITDA margins compared to non-integrated players.

® _/ India Business is a Structural Growth Story: India's per-capita steel consumption at ~90 kg is
still less than half the global average of ~220 kg, implying a multi-decade demand runway.
Government spending on roads, railways, ports, affordable housing, and defence is a powerful
demand driver that directly benefits Tata Steel's India volumes.

® & Premium Auto & Specialty Steel Portfolio: Tata Steel supplies high-strength automotive-
grade steel to major OEMs including Tata Motors, Maruti Suzuki, Hyundai, and others. As India's
auto sector premiumises and EVs gain traction, demand for specialty steel products is set to rise
sharply.

® _ Strong Brand & Group Synergies: Being part of the Tata conglomerate provides access to
group companies as customers (Tata Motors, Tata Projects, Tata Power), preferential relationship
with bankers, and reputational trust with global customers — a genuine and durable moat.

¢ X\ Debt Reduction Journey: The management has made net debt reduction a stated priority.
With India operations generating strong free cash flows, consolidated net debt has been
declining steadily. A D/E of 0.51 reflects meaningful progress in balance sheet repair.

® = ESG & Green Steel Premium: As global supply chains increasingly demand low-carbon steel,
Tata Steel's early investments in green transition (EAF in UK, hydrogen pilots in India) position it
to command green premiums from ESG-conscious global buyers.

® |4l Attractive Valuation vs. Intrinsic Value: At a market price of X188 against a calculated
intrinsic value of X682, the stock appears to be trading at a significant discount to its
fundamental worth — a classic value investing opportunity. @

A, Key Concerns
® 1, European Drag: UK and Netherlands operations remain structurally cost-heavy. Any delays in

the EAF transition at Port Talbot could continue to weigh on consolidated profitability.

© 2026 Futurecaps.com | SEBI-Registered Investment Research Page 3



Tata Steel futurecaps.com

® i, Global Steel Pricing Volatility: Steel is a global commodity. Chinese oversupply and dumping

can compress domestic steel prices rapidly, hurting realisations even when volumes grow.

® 1, Coking Coal Import Dependence: India imports most of its coking coal, primarily from

Australia. Any supply disruption or rupee depreciation can spike input costs meaningfully.

® i, Relatively Low Promoter Holding: At ~33%, the promoter holding is lower than many Tata
Group listed entities, which can sometimes make the stock more susceptible to institutional
selling pressure during risk-off phases.

@ SWOT Analysis

Tata Steel's SWOT profile reflects a company with a century-old legacy and genuine competitive
moats facing real but manageable structural challenges. Its strengths — integrated operations, brand
power, diversified product mix, and India's structural steel demand — create a durable foundation.
Weaknesses around European cost structures and debt levels are actively being addressed. The
opportunities from India's infrastructure supercycle, EV-driven specialty steel demand, and green-
steel premiums are substantial. Key threats from Chinese steel dumping, volatile coking coal prices,
and European carbon regulations require close monitoring. On balance, the bull case is compelling

for a patient value investor. &

is STRENGTHS

® One of the top 10 global steel producers with integrated operations across India, UK, and
Netherlands

® Strong brand equity under the Tata Group umbrella with over 100 years of legacy
® Diversified product portfolio serving automotive, construction, and infrastructure sectors

® Significant capacity expansion underway in Kalinganagar, driving future volume growth

® High debt burden from European operations weighing on balance sheet flexibility

®* Promoter holding at ~33% is relatively low compared to peers, limiting concentrated ownership
support
® European steel business (UK & Netherlands) structurally challenged with high energy and labour

costs

#* OPPORTUNITIES

® |ndia's massive infrastructure push under PM Gati Shakti and National Infrastructure Pipeline
driving domestic steel demand

® Electric vehicle boom and renewable energy projects creating new specialty steel demand

® Potential turnaround or strategic restructuring of UK operations unlocking significant value

@ THREATS
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® Global steel oversupply from China creating persistent pricing pressure
® \olatile coking coal and iron ore prices squeezing raw material costs

® Stricter carbon emission regulations in Europe raising compliance costs significantly

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

recommendation.

24 Profit & Loss (Last 5 Years)

Tata Steel's revenue has remained in the X2.3-2.5 lakh crore range over the past three years,
reflecting the commodity-cyclical nature of the steel business. Net profit saw a dramatic spike in
FY22 driven by post-COVID demand euphoria and elevated steel prices, followed by a sharp
correction in FY23-FY24 as global steel prices normalised and European losses mounted. FY25 and
FY26E show a meaningful recovery in profitability, driven by India volume growth, cost
optimisation, and gradual European restructuring benefits. il

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

@ Risk Factors
* @ Commodity Price Risk: Steel prices are globally benchmarked and highly cyclical. A sharp fall

in hot-rolled coil (HRC) prices — driven by Chinese oversupply — can compress margins with little
ability to pass on costs quickly.

* @ Raw Material Cost Inflation: Coking coal (largely imported) and iron ore prices are volatile. A

simultaneous spike in both can sharply erode EBITDA, as was seen in 2022.

* @ European Regulatory & Labour Risk: The UK's Port Talbot transition involves complex labour
negotiations, regulatory approvals, and execution risk. Any significant delays could result in

continued losses from European operations.

® @ Currency Risk: With significant revenue in GBP and EUR, a strengthening rupee can

negatively impact consolidated revenue when translated to INR, and vice versa for costs.

* @ Interest Rate & Refinancing Risk: Though declining, the company still carries substantial
gross debt. Rising interest rates globally could increase refinancing costs on foreign currency

borrowings.

* @ Carbon Tax & Emission Compliance: Europe's Carbon Border Adjustment Mechanism
(CBAM) and Emissions Trading System (ETS) impose rising carbon costs on Tata Steel's European
plants, potentially eroding profitability until the green transition is complete.

* @ Execution Risk on Capex: The Kalinganagar Phase 2 expansion involves significant capital
allocation. Any cost overruns or delays in commissioning could defer expected volume and
earnings benefits.
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s} Value Investing Snapshot

Here's a quick-glance value investing dashboard for Tata Steel, colour-coded for easy interpretation:

@

Market Price (%) %188 © Deep value — trading at 72%
discount to intrinsic value

Intrinsic Value () 3682 © Significant margin of safety for value
investors
PE Ratio 13.1x _) Moderate — reasonable for a cyclical

metals company

PB Ratio 1.7x ) Moderate — fair value for an
integrated steel major

ROE (%) 12.9% _) Moderate — improving, but below
the 15% threshold

ROCE (%) 14.0% _) Moderate — approaching strong
territory; improving trajectory

D/E Ratio 0.51 ) Manageable — elevated but
declining; deleveraging in progress

EPS () %13.67 € Growing — 29% EPS growth rate
reflects earnings recovery

Revenue CAGR (3Y)* ~3-5% ©) Moderate — volume-driven growth
offsetting price softness

Profit CAGR (3Y)* ~15-20% ©) Strong recovery in earnings
trajectory from FY24 trough

Promoter Holdings (%) 32.94% @ Low — below 50%; a watch point for
conviction investors

Pledging (%) N/A © No pledging reported — positive
governance signal

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on publicly available financial
data and may vary from reported figures. All other metrics are based on verified financial data.

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

. Intrinsic Value calculated using the Benjamin Graham formula: IV = EPS x (8.5 + 2G) x 6% / 8%,
where EPS = 313.67 and G (EPS Growth Rate) = 29%. This gives an intrinsic value of approximately 3682
— implying the stock at X188 is available at a 72% discount to intrinsic value , offering a compelling

margin of safety for value investors. 4

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform dedicated to empowering Indian
retail investors with institutional-quality stock research. Trusted by tens of thousands of smart
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investors across India, Futurecaps specialises in identifying multibagger opportunities —
fundamentally strong companies trading at significant discounts to their intrinsic value. Our research
combines deep fundamental analysis, value investing principles, and on-ground business insights to
help everyday investors build long-term wealth with confidence. Whether you are a seasoned value
investor or just starting your journey, Futurecaps is your trusted research partner. & <

. About Value Investing

Value investing, pioneered by Benjamin Graham and immortalised by Warren Buffett, is the art of
buying fundamentally strong businesses at prices significantly below their intrinsic worth. The core
idea is simple: Mr. Market is often irrational, and patient investors who buy quality companies with
a margin of safety are rewarded handsomely over time. Key pillars include analysing earnings power,
balance sheet strength, competitive moats, and management quality. Want to calculate a stock's
intrinsic value yourself? Try our free tool: Futurecaps Intrinsic Value Calculator 4l

fial Profit & Loss

Tata Steel revenue grew from I243.9K Cr (FY22) to 252.0K Cr (FY26E), a 1% CAGR. Net profit expanded
from X41.7K Cr to X22.5K Cr (-14% CAGR), reflecting strong operating leverage.

Revanus M Mzt Profit
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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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