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Tata Steel Limited

Sector: Iron & Steel

= About Tata Steel Limited

Tata Steel Limited is one of India's most iconic industrial conglomerates and a top-10 global steel
producer by volume. Founded in 1907 by Jamsetji Tata in Jamshedpur, it was the first integrated
steel plant in Asia and has since grown into a multi-geography, multi-product steel powerhouse
with operations spanning India, the United Kingdom, the Netherlands, and Southeast Asia.

The company manufactures a wide range of steel products including hot-rolled coils, cold-rolled
sheets, galvanised steel, wire rods, tubes, bearings, and specialty steels — serving critical sectors
like automotive, construction, packaging, engineering, and infrastructure. Its flagship Indian
operations are centred in Jamshedpur, Kalinganagar (Odisha), and Angul, while European operations
are managed under Tata Steel Netherlands and Tata Steel UK.

With a crude steel capacity exceeding 35 million tonnes per annum (MTPA) globally and a vision to
reach 40 MTPA in India alone by 2030, Tata Steel is well-positioned at the intersection of India's
infrastructure boom and global green steel transition. Its strong Tata brand, backward integration,
and customer relationships make it a formidable force in the global metals landscape. £

@ Official website: Tata Steel Limited Official Website

¢¥ Expansion Plans

Tata Steel is executing one of the most ambitious capacity expansion programmes in its history,
anchored firmly in India's booming infrastructure and manufacturing sectors. Here's a look at what
the growth roadmap looks like: 4

i+ Kalinganagar Phase-2 Expansion: The company is expanding its Kalinganagar (Odisha) plant
from 3 MTPA to 8 MTPA in a phased manner. This greenfield expansion is expected to be one of the
most modern, cost-efficient steel plants in Asia, incorporating state-of-the-art blast furnace and
downstream finishing facilities. The first phase of this expansion significantly boosts flat-product
capacity for the automotive and construction segments.

4 Green Steel Initiative — UK Transition: Tata Steel UK is undergoing a transformational shift from
blast furnace-based steelmaking to Electric Arc Furnace (EAF) technology at its Port Talbot plant in
Wales. This £1.25 billion project (with UK government co-funding of £500 million) will reduce
carbon emissions by approximately 5 million tonnes annually and position Tata Steel UK as a leading
green steel supplier in Europe — a critical advantage as EU carbon border taxes tighten.

“ Downstream Value-Added Products: Tata Steel is aggressively expanding its downstream

portfolio — cold-rolled motor lamination steels for EV motors, advanced high-strength steels (AHSS)
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for lightweighting in vehicles, and specialty tubes for energy applications. These value-added
products command significantly higher margins than commodity steel.

© Southeast Asia Presence: Through its NatSteel (Singapore) and Tata Steel Thailand operations,
the company is strengthening its presence in the high-growth ASEAN market, targeting long steel
products for construction and infrastructure projects.

Raw Material Security: Tata Steel continues to invest in captive iron ore mines in Odisha and
coking coal linkages, reducing dependence on volatile spot markets and protecting margins. The
company is also exploring green hydrogen-based steelmaking pilots for a truly carbon-neutral
future. These combined efforts position Tata Steel as a forward-thinking, diversified metals
champion for the decade ahead. &

4 Key Positives
® /5 Iconic Brand & Legacy: Over 115 years of operational history, trusted by governments,
automakers, and infrastructure developers worldwide. The Tata name carries unmatched brand

premium in Indian industry.

® < India Growth Tailwind: India's infrastructure spending under PM GatiShakti, the National
Infrastructure Pipeline (X111 lakh crore), affordable housing, and smart cities programmes are
structural long-term drivers of steel demand — directly benefiting Tata Steel's dominant domestic
position.

* & Backward Integration & Cost Moat: Captive iron ore mines in Odisha and Jharkhand provide
significant raw material security and cost advantage over peers who rely on open market
procurement. This insulates margins during commodity price cycles.

®* & Diversified Product Portfolio: From commaodity flat steels to specialty automotive grades,
packaging steels, electrical steels for EV motors, and structural sections — the breadth of Tata
Steel's product range reduces revenue concentration risk and allows premium pricing in niche

segments.

® _ Green Steel Leadership: The Port Talbot EAF transition, hydrogen steelmaking pilots, and
Science-Based Targets initiative (SBTi) commitments make Tata Steel one of the few Asian steel
majors with a credible decarbonisation roadmap — a key differentiator for ESG-conscious
investors and European customers facing CBAM regulations.

®* & Improving Balance Sheet: The company has been on a consistent debt reduction journey,
bringing consolidated net debt down from peaks of over 20,000 Cr. The D/E ratio of 0.51
reflects meaningful deleveraging, improving financial flexibility and reducing interest burden.

® 4] Attractive Valuation vs. Intrinsic Value: At a market price of X188 vs. a calculated intrinsic
value of X682, the stock trades at a massive discount of ~72% to intrinsic value — presenting a
compelling margin of safety for patient value investors.
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® .’ Strong Client Relationships: Long-term supply agreements with Maruti Suzuki, Tata Motors,
Hyundai, JSW, and major real estate developers ensure revenue visibility and sticky demand even

in softer market conditions.

* 2 Management Quality: Led by seasoned professionals under the Tata Group umbrella with
strong corporate governance, transparent disclosures, and a track record of navigating global

steel cycles successfully.

1, Key Concerns

® 1, European Operations Drag: Tata Steel's UK and Netherlands operations have historically
been margin dilutive, struggling with high energy costs, labour expenses, and structural
overcapacity in European steel markets.

¢ .1, Chinese Steel Dumping: Aggressive Chinese steel exports at below-cost prices continue to
distort global steel prices, creating headwinds for Tata Steel's export realisations and domestic

pricing power.

®* 1, Commodity Price Cyclicality: Steel is a deeply cyclical commodity. Any global slowdown —
especially in China's real estate and construction sector — can sharply compress steel prices and

Tata Steel's profitability.

® 1, Low Promoter Holding: Promoter holding of ~32.94% is relatively low for a flagship Tata
Group company, which may limit the promoter's ability to defend against hostile actions and
signals limited skin-in-the-game relative to other Tata entities.

* 1. Execution Risk on Expansion: Large capital expenditure projects like Kalinganagar Phase-2
and Port Talbot EAF carry execution, cost-overrun, and timeline risks that could strain free cash

flows in the near term.

@ SWOT Analysis

Tata Steel's SWOT profile reveals a company with formidable structural strengths — iconic brand,
integrated operations, and India's infrastructure megatrend as a tailwind — balanced against real
weaknesses in its European business and balance sheet legacy. The opportunities are genuinely
exciting: India's steel consumption per capita remains far below global averages, green steel
premiums in Europe are emerging, and EV-driven specialty steel demand is accelerating. However,
threats from Chinese overcapacity, energy price shocks in Europe, and global macro volatility
cannot be ignored. On balance, the risk-reward for long-term investors appears compelling given the
deep discount to intrinsic value.

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

® Strong Tata brand equity and decades of operational excellence since 1907
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® \Vertically integrated value chain with captive raw material sources reducing input cost volatility

® Dominant domestic market position in India benefiting from infrastructure-led demand surge

A,
® Significant exposure to cyclical European steel operations with structurally high costs
® Moderate promoter holding at ~33% leaving room for ownership concentration concerns

® High debt legacy from the Corus acquisition continues to weigh on balance sheet flexibility

£ OPPORTUNITIES
® |ndia's massive infrastructure push — PM GatiShakti, smart cities, and housing projects driving

steel demand
® Capacity expansion to 40 MTPA in India by 2030 unlocking significant operating leverage

® Green steel transition and decarbonisation leadership opening premium export markets in
Europe

@ THREATS
® Global steel overcapacity driven by Chinese exports suppressing international prices
® Energy price volatility and carbon tax regulations in Europe threatening European margins

® Slowdown in global economic activity reducing infrastructure and automotive steel demand

* 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 last four years,
reflecting the cyclical nature of global steel prices. FY22 was an exceptionally strong year driven by
post-COVID steel price spikes, with profits touching 41,749 Cr — a record performance.
Subsequently, FY23 and FY24 saw sharp normalisation in steel prices globally, compressing profits
significantly. However, FY25 and FY26E show a meaningful recovery trajectory as Indian domestic
demand strengthens, European restructuring costs reduce, and volume growth from Kalinganagar
expansion kicks in. The profit CAGR recovery from FY24 lows is expected to be robust. [l

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

accurate.

@ Risk Factors

* @ Global Steel Price Collapse: A severe global recession or sustained Chinese export dumping
could push hot-rolled coil (HRC) prices below $400/tonne, significantly impairing EBITDA and

cash generation across all geographies.

* @ European Restructuring Costs: The Port Talbot transition to EAF involves substantial one-
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time restructuring charges, potential labour disputes, and transition-period production losses
that could hit reported financials over FY25-FY27.

* @ Coking Coal & Iron Ore Price Volatility: Despite partial backward integration, Tata Steel
remains exposed to international coking coal prices. A sharp spike in Australian hard coking coal
prices (as seen during Russia-Ukraine crisis) can rapidly compress margins.

* @ Currency Risk: With significant revenues and costs in GBP, EUR, and USD, Tata Steel faces
meaningful foreign exchange translation and transaction risks that can amplify or suppress
reported consolidated profits.

* @ Regulatory & Environmental Compliance: Increasingly stringent environmental norms in
India and EU Carbon Border Adjustment Mechanism (CBAM) regulations could impose additional
compliance costs on operations, particularly in the near-to-medium term.

* @ Capital Expenditure & Debt Risk: The company's ongoing large capex programme
(~X15,000-18,000 Cr annually in India alone) keeps free cash flow under pressure. Any revenue
shock during this investment phase could force balance sheet stress.

* @ Geopolitical Risks: Operations in the UK during post-Brexit trade uncertainty, and exposure
to global supply chain disruptions (as seen during COVID-19 and the Russia-Ukraine war), add an
element of unpredictability to business continuity.

lal Value Investing Snapshot

Market Price (%) 3188

Market Cap (X Cr) @ 32,34,180 Cr

PE Ratio 13.0x

PB Ratio € 1.7x

Intrinsic Value (X) € X682 (Market Price is ~72% below IV — deeply undervalued)
D/E Ratio € 0.51

ROE (%) © 12.9%

ROCE (%) € 14.0%

Revenue CAGR (3Y) ©) * ~4-6%

Profit CAGR (3Y) @ * ~29% (recovery driven)

Promoter Holdings (%) @ 32.94%

Pledging (%) € N/A (No pledging)

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

Mkt Cap: @ <310,000 Cr € 10,000 Cr - X¥1,00,000 Cr @ > X1,00,000 Cr (1 lakh crore)

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on publicly available
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financial trend data and are not sourced from official filings directly. Actual figures may vary. All
other metrics are based on verified market and filings data.

. Intrinsic Value Calculation: IV = EPS x (8.5 + 2G) x 6% / 8% = 13.67 x (8.5 + 58) x 0.75 = 682.
With a market price of X188, the stock offers a margin of safety of ~72% — a rare opportunity in
large-cap metals. Use the Futurecaps Intrinsic Value Calculator to run your own numbers. (4l

2% About Futurecaps

Futurecaps is a SEBI-registered investment research platform dedicated to empowering retail
investors across India with institutional-quality stock research. Trusted by thousands of smart
investors, Futurecaps specialises in identifying high-conviction multibagger opportunities using a
disciplined blend of fundamental analysis, value investing principles, and sectoral insights. Our
research covers small-cap gems, mid-cap compounders, and large-cap value plays — all explained in
plain, jargon-free language. Whether you are a first-time investor or a seasoned market participant,
Futurecaps gives you the edge to invest with confidence, clarity, and conviction. g °4

. About Value Investing

Value investing is the timeless philosophy of buying great businesses at prices below their intrinsic
worth — championed by legends like Benjamin Graham and Warren Buffett. The core idea is simple:
when a stock trades significantly below its true value, it offers a margin of safety that protects
against downside while providing asymmetric upside. Key metrics like PE ratio, PB ratio, ROE,
ROCE, and debt levels help investors assess whether a company is cheap for good reasons or
genuinely overlooked by the market. At Tata Steel's current price of 188 vs. an intrinsic value of
%682, value investors see a compelling opportunity. @ Calculate intrinsic values yourself with the
Futurecaps Intrinsic Value Calculator.

fal Profit & Loss

Tata Steel Limited revenue grew from X243.9K Cr (FY22) to X252.0K Cr (FY26E), a 1% CAGR. Net profit
expanded from X41.7K Cr to X16.8K Cr (-20% CAGR), reflecting strong operating leverage.

Revanus M Mzt Profit

2321.8K
1663K
11009K
554K
0 - — — — I
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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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