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Company Background

Steel Authority of India Limited is one of India’s largest integrated
steel producers, operating across the entire steel value chain from
iron ore mining to finished steel products. The company has a
diversified product portfolio catering to infrastructure, construction,
railways, defence, automotive, and engineering sectors, supported by
a strong domestic manufacturing base and extensive distribution
network across India. With a crude steel production capacity of over
21 million tonnes per annum, captive raw material security, and
ongoing modernization initiatives, SAIL is strategically positioned to
benefit from India’s structural infrastructure growth, rising steel
consumption, government-led capex, and increasing focus on
domestic manufacturing under initiatives such as “Make in India” and
the National Infrastructure Pipeline.

Investment View
Steel Authority of India Limited is well positioned to benefit from

India’s ongoing steel upcycle, supported by rising domestic demand,
improving steel spreads, and infrastructure-led consumption growth.
Following years of balance sheet repair, cost optimization, and
operational improvements, the company is entering a stronger
operating leverage cycle where higher steel prices and better capacity
utilization can significantly boost profitability. Management remains
optimistic on earnings growth driven by higher sales volumes,
improved blast furnace efficiencies, and expansion projects at Bhilai,
Bokaro, and IISCO, with crude steel capacity expected to rise from
~19.4 MT in FY26 to over 22.5 MT in FY27, positioning SAIL for a multi-
year earnings recovery.

What We Think:

We believe Steel Authority of India Limited has entered a strong
earnings recovery cycle driven by improving domestic steel dynamics,
rising steel prices, operating leverage, and aggressive capacity
expansion. Management’s confidence in achieving 22-22.5 MT
production in FY27 despite 21 MT installed capacity highlights
meaningful efficiency gains operations driven by
debottlenecking while lower debt and improving EBITDA per ton are
strengthening profitability and balance sheet quality. Ongoing
expansion projects at [ISCO, Bokaro, and Bhilai, along with rising
demand for value-added steel, position SAIL as a key beneficiary of
India’s infrastructure and manufacturing-led growth over the long
term.
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Rating TP (Rs) Up/Dn (%)
BUY 225 22
Market data
Current price Rs 184
Market Cap (Rs.Bn) (Rs Bn) 761
Market Cap (US$ Mn) (US$ Mn) 8,002
Face Value Rs 10
52 Weeks High/Low Rs 209.7/118.1
Average Daily Volume (000) 10,637
BSE Code 500113
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One Year Performance
170 -
150 A
130 A
110 A
90 A
70 — T T
0O WWLWLWLWLW O OO © O
agagggaaqaqaq
cs oA 29 cas s >
3328628882 <8
Steel Authority of India Ltd Nifty Index
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Promoters 65.00 65.00
Public 3500  35.00
Total 100.00 100.00
Source: Bloomberg
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Why We Think So
Operating Leverage Driving Profit Recovery:

Steel Authority of India Limited is witnessing a strong profit recovery
driven by operating leverage, as a large portion of its costs remain
fixed while improving steel realizations significantly boost
profitability. In Q4FY26, revenue grew 5% YoY to 30,541 crore, while
PBT and PAT increased 48% and 43% respectively, reflecting strong
operational improvement despite the absence of rail pricing arrear
benefits seen in FY25. Management also highlighted that blended NSR
improved from ~X52,000/ton in Q4FY26 to ~X57,000/ton during April—
May FY27, indicating strong earnings momentum heading into FY27.

Strong Steel Cycle Supporting Profitability:

Steel Authority of India Limited is benefiting from a favorable
domestic steel cycle driven by safeguard duties on imports, rupee
depreciation, and improving global steel prices, which have reduced
import competitiveness and strengthened pricing power for domestic
producers. Management highlighted that Indian steel demand grew
~8% in FY26 while exports surged 36%, turning India into a net steel
exporter. Rising steel realizations are also more than offsetting higher
coking coal costs, resulting in wider steel spreads and a supportive
profitability environment for integrated steel players like SAIL.

Structural Overhead Optimization and Efficiency Wins:

SAIL has successfully executed an aggressive manpower
rationalization program, reducing its employee count by
approximately 3,400 over the past fiscal year to finish at 49,752
personnel. Management expects a similar reduction of 3,400 to 3,500
employees annually over the next two years, structurally lowering the
company’s massive employee wage bill. On the shop floor, technical
efficiencies are compounding; blast furnace productivity has risen via
the closure of inefficient, smaller units and the deployment of higher
pulverized coal injection (PCl) and oxygen enrichment, dropping the
core coke rate by 20 kg/bag over the last two years with an additional
20 kg/bag target reduction set for FY27.
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Balance Sheet Strengthening Rapidly:

Steel Authority of India Limited has significantly strengthened its
balance sheet, with debt reduced by ~%8,150 crore during FY26
alongside a decline in borrowing costs from 7.3% to 6.2%. Improved
inventory management has also materially enhanced working capital
efficiency. Management highlighted that FY26 financials carried no
audit qualifications for the first time in many years, reflecting stronger
financial discipline and operational stability. This healthier balance
sheet now provides SAIL greater flexibility to pursue large expansion
projects while maintaining manageable leverage levels.

Large Capex Cycle Supporting Long-Term Growth:

Steel Authority of India Limited has entered one of its largest capex
cycles, with major expansion projects planned at 1ISCO (~X35,000
crore, targeting ~4.5 MTPA capacity), Bhilai (~X30,000 crore, targeting
~3.5 MTPA capacity), and Bokaro (~X18,000 crore, targeting ~3.0
MTPA capacity). Management expects annual capex to rise from
~%9,100 crore in FY26 to ~X15,000 crore in FY27 and further to
~%20,000 crore in FY28, supporting significant long-term capacity
expansion, operational efficiency improvements, and a stronger
product mix from FY30 onward.

Valuation:

SAIL offers an attractive long-term opportunity in the domestic steel
sector with a Target Price of X225, based on a target multiple of 6.0x
FY28E EV/EBITDA. We believe the company is entering a structurally
stronger phase, supported by improving steel spreads, sustained
infrastructure-led demand, aggressive deleveraging, and strong
execution visibility across its upcoming expansion projects.
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was
established in 1997 and is an integrated financial services player offering an extensive range of financial solutions and
services to a wide spectrum of customers with varied needs ranging from equities to mutual funds to depository
services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited
(NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is engaged in the
securities businesses including stock broking (Institutional and retail), depository participant, portfolio management
and services rendered in connection with distribution of primary market issues and financial products like mutual
funds, fixed deposits. Details of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI (Research
Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock
exchange with whom it is registered in any time in the past. It has not been debarred from doing business by any Stock
Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of
time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice
letters or levied minor penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific
recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject
company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the
end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities | No
of the subject company at the end of the month immediately preceding the date of publication of
Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past | No
twelve months
Whether the Research Analyst has managed or co-managed public offering of securities for the subject | No
company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or merchant | No
banking or brokerage services from the subject company in the past twelve months
Whether the Research Analyst has received any compensation for products or services other than | No
investment banking or merchant banking or brokerage services from the subject company in the past
twelve months

Whether the Research Analyst has received any compensation or other benefits from the subject | No
company or third party in connection with the research report
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D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the
subject of this material. Our salespeople, traders, and other professionals may provide oral or written market
commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein,
and our proprietary trading and investing businesses may make investment decisions that may be inconsistent with
the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise
to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided
herein. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or which would subject D&B or its group companies to any
registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer
to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation
of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official
confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers
in United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to
D&B. None of the material, nor its content, nor any

copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express
written permission of D&B. All trademarks, service marks and logos used in this report are trademarks or registered
trademarks of D&B or its Group Companies. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or
copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange
Board of India before investing in Indian Securities Market. In so far as this report includes current or historic
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.

Tel: 91-22- 2282 2992 | : equity.research@dalal-broacha.com
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