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Vedanta
Metals & Mining

Prime beneficiary of commodity cycle; JAL bid to remain an overhang

Vedanta (VEDL)'s Q2FY26 EBITDA was in line with our estimate at INR 114bn (+16%/+15% YoY/QoQ). EBITDA
contribution from key divisions: 1) Aluminium continues to shine at INR 55.3bn (+33%/+24% YoY/QoQ) driven by a USD
170/te increase in LME while CoP remain stagnant. 2) Zinc India EBITDA was INR 44bn (+8%/+16% YoY/QoQ due to
better realisations). 3) Qil/gas EBITDA at INR 10.3bn (-12%/-19% YoY/QoQ). 4) Power division at INR 2.3bn (+18%/-
50% YoY/QoQ). 5) Net debt increased by INR 39bn sequentially to INR 621bn. Going forward, aluminium, power and
zinc businesses will likely drive operating performance. JAL bidding shall act as a near-term overhang on the stock. We
are rolling over our valuation to FY28E, and we arrive at an SoTP-based target price of INR 590. Maintain BUY.

Better LME led to higher EBITDA; exceptional dents PAT

LME aluminium/zinc/lead/crude/silver realisations grew 7%/7%/3%/2%/17%
sequentially, translating to strong operating performance. Aluminium
continued to be the top EBITDA contributor, with 48% share (higher LME and
volumes compensated for cost inflation), followed by its zinc business (India +
International) at second place with 41% contribution (7% sequential upsurge
in zinc LME and higher silver realisations). Oil/gas contributed 9%. Ferrous
EBITDA disappointed at INR 600mn, as its steel business reported losses.
VEDL reported exceptional loss of INR 20.7bn (INR 14.1bn on account of
reversal of benefits received on TSPL investment and INR 6.6bn settlement
charges with SEPCO). Adjusting for the same, PAT stood at INR 33.3bn
(+12%/+5% YoY/QoQ).

Fundamentals strong, but JAL bid an overhang

VEDL is a prime beneficiary of the surge in commodity prices. Aluminium
division is expected to drive the majority of earnings aided by better volumes,
lower costs and potentially better LME (aluminium demand-supply likely to be
favourable). Power segment and zinc shall play a supporting role. However;
JAL bidding would be a near-term overhang on the stock, as it may delay the
deleverage process apart from impacting overall EBITDA. Given parent, VRL,
has comfortable debt levels of USD 4.9bn, dividend yield may now retreat to
5-6% levels.

Financial Summary

Y/E March (INR mn) FY25A FY26A FY27E FY28E
Net Revenue 1,529,680 1,617,151 1,721,295 1,794,240
EBITDA 423,430 503,280 558,790 564,832
EBITDA Margin (%) 27.7 31.1 325 315
Net Profit 131,190 192,272 215,785 206,095
EPS (INR) 33.6 49.2 55.2 52.7
EPS % Chg YoY 275.1 29.6 14.9 (0.2)
P/E (x) 10.3 8.0 6.9 7.0
EV/EBITDA (x) 5.8 5.0 43 4.1
RoCE (%) 19.6 22.7 23.6 21.9
ROE (%) 27.1 37.1 35.3 29.5
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Market Data

Market Cap (INR) 1,930bn
Market Cap (USD) 21,757mn
Bloomberg Code VEDL IN
Reuters Code VDAN.BO
52-week Range (INR) 527 /362
Free Float (%) 43.0
ADTV-3M (mn) (USD) 535
Price Performance (%) 3m 6m 12m
Absolute 16.0 177 6.4
Relative to Sensex 126 13.1 0.6
ESG Score 2023 2024 Change
ESG score 57.4 57.9 0.5
Environment 39.6 46.9 7.3
Social 66.3 60.6 (5.7)
Governance 62.3 67.2 4.9

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, I-sec research
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Outlook: Positive outlook intact; watchful of JAL

Vedanta is a ‘Pure Commodity Play’ and will likely be the biggest beneficiary of an
increase commodity prices or INR devaluation. Aluminium/zinc/silver contribute over
80% of EBITDA and the company has good growth plans for these segments, enabling
the growth story to remain intact. Additionally, the aluminium segment would see
backward integration into bauxite—alumina—coal, which would make VEDL one of the
lowest cost producers. Despite huge capex plans, we expect debt to remain in check,
as the company is expected to generate good cash flows. However, we believe that
the dividend story may take a backseat, considering VEDL'’s resources’ debt repayment
and servicing requirements are falling gradually (USD 450-500mn requirement for the
next year and thereafter). Potential acquisition of JAL would lead to EPS erosion; thus,
may impact our valuations in future.

We are rolling over our target multiple to FY28E and valuing the company on an SoTP
basis with a target price INR 590. Maintain BUY.

Key risks
e Delay in commissioning of coal mines/bauxite projects in aluminium division.

e Deterioration in global economic environment due to trade war.

Q2FY26 conference call takeaways

o Demerger: Final hearing is scheduled on 12 Nov'25; management remains
confident of getting approval for demerger.

e JAL Acquisition: Power segment has synergy, as the company is looking to build
20GW of portfolio by FY30. JAL has 2,200MW expandable to 4,000MW.
Management sounded confident of winning the assets as it is unlikely to go for re-
bidding. Management indicated that it would disclose the plans for other segments
in due course.

e Aluminium: Achieved highest-ever quarterly and half-yearly production. Alumina
production was up by ~31% YoY leading to USD 52/te cost savings. However,
overall CoP still increased by USD 111/te due to a surge in power cost (USD 75/te
and rest from conversion cost). Alumina cost is expected to fall by USD 50/te in
each of the next two quarters.

e Hedges: Aluminium H2FY26/FY27 hedged quantity stands at 300Kte/470Kte at
USD 2,625/USD 2,600 per tonne. Zinc — 97kte hedged at USD 2,900/te and Silver
123/te hedges at USD 37/o.z.

e Zinc India: Silver production was lower at 144te, as presently VEDL is running its
smelter in high zinc mode; despite this, silver contributed ~40% to EBITDA due to
better realisations. The company also achieved its 5-year lowest CoP at USD
994/te in Q2FY26.

e Capex: Guidance at USD 1.7-1.9bn (spent USD 0.9bn in 1HFY26); debt/EBITDA
guidance of 1:1.
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VRL debt and repayment: Total outstanding debt is INR 4.9bn (incl. USD 417mn
of ICD). There is no pending maturity in FY26. Maturity for FY27 and FY28 at USD
500mn/USD 450mn while interest cost per annum is expected to be USD
450mn/USD 400mn - to be largely paid from dividend (can be managed with 4-
5% yield).

Zinc International: Recorded ~38% YoY increase in hot metal and concentrate
production in Q2FY26. CoP declined by ~8% YoY to USD 1,172/te driven by high
volumes.

Oil & Gas: Production stood at 89k barrels per day, with natural decline in the MBA
field was partially offset by ABH and Aishwarya fields. Opex decreased by ~4%
QoQ due to optimised polymer injection and decline in plant maintenance
activities.

Power: Early monsoons subdued power demand, which impacted operations at
Meenakshi — even though, generated record high 3.9bn units, translating to growth
of ~8% YoY.

Vedanta Q2FY26 financial performance review

(INR mn) Q2FY26 Q2FY25 growt:‘f,z Q1FY26 growt?fo/Qo
Net Sales 398,680 376,340 5.9 378,240 5.4
EBITDA 113,970 98,280 16.0 99,180 14.9
EBITDA Margin (%) 28.6 26.1 26.2 9.0
Other Income 5,960 13,000 (54.2) 9,850 (39.5)
Interest 21,100 26,670 (20.9) 20,260 4.1
Depreciation 28,680 26,960 6.4 28,240 1.6
PBT 70,150 57,650 21.7 60,530 159
Exceptional (20,670) 18,680 -

Tax 14,680 20,300 (27.7) 15,960 (8.0)
Net Profit 34,800 56,030 (37.9) 44,570 (21.9)
Minority/share of associate 16,810 12,510 34.4 12,720 32.2
Attributable PAT (Adjusted) 33,286 29,697 12.1 31,850 4.5

Source: I-Sec research, Company data
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Vedanta Q2FY26 segment wise performance review

(INR mn) Q2FY25 Q3FY25 Q4FY25 Q2FY25 Q2FY26

Zinc International

Volumes (te) 46,000 46,000 51,000 56,000 61,000
Revenue 10,120 10,450 11,080 11,500 12,370
EBITDA 3,780 3,540 4,040 4,220 3,730
EBITDA/te (USD) 981 918 915 880 700
Oil & Gas
Volumes (mn boe) 6.3 6.0 5.7 5.5 53
Revenue 28,250 26,360 26,580 23,030 23,300
EBITDA 11,700 12,010 12,120 12,680 10,290
Realisation (USD/te) 75.7 70.1 70.9 65.6 66.1
EBITDA/boe (USD) 22.2 239 24.6 26.9 22.2
Aluminium
Volumes (te) 600,000 620,000 613,000 590,000 621,000
Revenue 137,340 153,060 159,670 145,560 156,710
EBITDA 41,590 45,400 46,580 44,620 55,320
-Balco 11,300 10,780 10,480 11,980 18,950
-VAL 30,280 34,620 36,100 32,640 36,370
Realisation (USD/te) 2,732 2,946 3,008 2,882 2,891
EBITDA/te (USD) 827 874 877 883 1,020
Power
Volumes (mn unit) 4,352 3,279 3,860 3,858 4,021
Revenue 17,730 12,730 14,240 16,859 18,939
EBITDA 1,930 1,310 1,310 460 228
Realisation (INR/unit) 4.1 39 3.7 4.4 4.7
EBITDA (INR/unit) 0.4 0.4 0.3 0.1 0.1
Steel
Volumes (te) 312,000 318,000 372,000 333,000 286,000
Revenue 18,740 21,500 18,770 18,300 14,630
EBITDA (120) 1,460 1,510 1,250 (690)
Realisation (INR/te) 60,064 67,610 50,457 54,955 51,154
EBITDA/te (INR) (385) 4,591 4,059 3,754 (2,413)
Iron Ore
Volumes (mnte) 1.10 1.60 1.60 1.00 0.70
Revenue 13,740 18,650 15,270 13,340 14,490
EBITDA 1,370 3,750 3,110 2,040 1,080
EBITDA/te (INR) 1,245 2,344 1,944 2,040 1,543
Copper
Volumes (te) 41,000 45,000 44,000 44,000 40,000
Revenue 63,760 58,030 61,380 63,740 66,040
EBITDA (100) 40 (490) (260) (130)

Source: I-Sec research, Company data
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Shareholding pattern

% Mar‘25 Jun‘25 Sep‘25
Promoters 56.4 56.4 56.4
Institutional investors 27.5 27.1 27.2
MFs and others 8.0 8.3 8.8
Fls/Banks 0.1 0.0 0.8
Insurance 7.6 7.5 6.5
Flls 11.8 11.3 11.1
Others 16.1 16.5 16.4
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Financial Summary

Profit & Loss

(INR mn, year ending March)

FY25A FY26A FY27E FY28E

Net Sales 1,529,680 1,617,151 1,721,295 1,794,240
Operating Expenses 616,030 576,889 606,753 634,440
EBITDA 423,430 503,280 558,790 564,832
EBITDA Margin (%) 27.7 31.1 325 315
Depreciation & Amortization 110,960 118,279 125,745 133,360
EBIT 312,470 385,000 433,045 431,473
Interest expenditure - - - -
Other Non-operating 36,750 38588 40517 42,543
Income
Recurring PBT 250,080 326,929 375,603 374,757
Profit / (Loss) from
Associates ) ) ) )
Less: Taxes 63,420 85,002 97,657 97,437
PAT 186,660 241928 277,946 277,320
Less: Minority Interest (55,470) (49,656) (62,162) (71,225)
Extraordinaries (Net) - - - -
Net Income (Reported) 131,190 192,272 215,785 206,095
Net Income (Adjusted) 131,190 192,272 215,785 206,095
Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)

FY25A FY26A FY27E FY28E
Total Current Assets 388,660 426,672 550,398 680,164
of which cash & cash eqv. 78,400 98,776 201,386 316,361
Total Current Liabilities & = o) 340 5209058 552158 583934
Provisions
Net Current Assets (135,780) (102,386) (1,759) 96,230
Investments 145,320 80,775 80,775 80,775
Net Fixed Assets 978,340 1,076,634 1,125,462 1,149,175
ROU Assets - - - -

Capital Work-in-Progress
Total Intangible Assets
Other assets

Deferred Tax Assets
Total Assets
Liabilities

Borrowings

Deferred Tax Liability
provisions

other Liabilities

Equity Share Capital
Reserves & Surplus
Total Net Worth
Minority Interest

Total Liabilities

309,390 249,390 224,390 219,390
50,280 50,280 50,280 50,280
16,340 16,340 16,340 16,340
33,530 35,207 36,967 38,815

1,508,590 1,590,922 1,721,448 1,843,903

738,530 748,530 758,530 768,530
130,430 136,952 143,799 150,989
32,230 33,842 35,534 37,310
69,870 75,176 81,770 89,440
3,910 3,910 3,910 3,910
408,210 463,341 564,858 656,685
412,120 467,251 568,768 660,595
125,410 129,172 133,047 137,039

1,508,590 1,590,922 1,721,448 1,843,903

Source Company data, I-Sec research

Cashflow statement

(INR mn, year ending March)

_ FY25A FY26A FY27E FY28E
Operating Cashflow 384,650 333,961 463,817 487,243
Working Capital Changes 15,770  (77,582) (2,404) 14,505
Capital Commitments (230,450) (156,573) (149,573) (152,073)
Free Cashflow 154,200 177,388 314,244 335,170
Other investing cashflow 23,320 107,376 42,285 42,896
Cashflow from Investing
Activities (207,130) (49,197) (107,288) (109,177)
Issue of Share Capital 100,265  (45,794) (58,186) (67,134)
Interest Cost (99,140) (96,659) (97,959) (99,259)
Inc (Dec) in Borrowings 28,950 15,306 16,594 17,670
Dividend paid (172,465) (137,241) (114,368) (114,368)
Others - - - -
Cash flow from Financing
Activities (142,390) (264,388) (253,918) (263,091)
Chg. in Cash & Bank 35130 20,376 102,610 114,975
balance
Closing cash & balance 78,400 98,776 201,386 316,361

Source Company data, I-Sec research

Key ratios

(Year ending March)

FY25A FY26A FY27E FY28E
Per Share Data (INR)
Reported EPS 47.7 61.9 71.1 70.9
Adjusted EPS (Diluted) 33.6 49.2 55.2 52.7
Cash EPS 61.9 79.4 87.3 86.8
Dividend per share (DPS) 435 30.0 25.0 25.0
Book Value per share (BV) 105.4 1195 1455 169.0
Dividend Payout (%) 91.1 48.5 35.2 35.2
Growth (%)
Net Sales 6.4 5.7 6.4 4.2
EBITDA 203 18.9 11.0 1.1
EPS (INR) 275.1 29.6 14.9 (0.2)
Valuation Ratios (x)
P/E 10.3 8.0 6.9 7.0
P/CEPS 8.0 6.2 5.7 5.7
P/BV 4.7 4.1 3.4 2.9
EV/EBITDA 5.8 5.0 4.3 4.1
P/ Sales 13 1.2 1.1 1.1
Dividend Yield (%) 0.1 0.1 0.1 0.1
Operating Ratios
Gross Profit Margins (%) 68.0 66.8 67.7 66.8
EBITDA Margins (%) 27.7 311 325 315
Effective Tax Rate (%) 25.4 26.0 26.0 26.0
Net Profit Margins (%) 12.2 15.0 16.1 15.5
NWC / Total Assets (%) - - - -
Net Debt / Equity (x) 1.0 1.0 0.7 05
Net Debt / EBITDA (x) 1.2 1.1 0.9 0.7
Profitability Ratios
ROCE (%) 19.6 22.7 236 21.9
RoE (%) 27.1 37.1 35.3 29.5
RolC (%) 23.6 26.8 28.3 27.3
Fixed Asset Turnover (x) - - - -
Inventory Turnover Days 36 37 37 36
Receivables Days 9 9 9 9
Payables Days 28 25 24 24

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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