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The company reasoned long spell of subdued LME has adversely affected the global

Aluminium industry and its margins and production levels significantly. During the same

period, total metal production increased to 1,32,000 ton (excluding Mahan production)

from 1,28,000 ton while alumina production (excluding Utkal alumina production) rose

to 3,34,000 ton from 3,28,000 ton y-o-y, but sequentially it was down from 3,48,000 ton

due to a planned ramp down at one of refineries. In case of copper business, revenue

slipped 2.2 percent Y-o-Y to Rs 3,974Cr in the quarter gone by, but its EBIT margin

expanded to 6 percent. Cathode production declined to 77,000 ton from 78,000 ton y-o-

y, but increased from 68,000 ton q-o-q. 

Greenfield projects (Mahan smelter and Utkal Alumina Refinery) are ramping up as

planned, however, EBITDA streams will take time to scale up with delayed access to

captive coal. With improving copper business is expected to have a stable outlook

despite a sharp drop in by-product realization.
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Hindalco Industries, the world's largest Aluminium rolling company, disappointed with

the second quarter net profit declining marginally to Rs 357Cr from Rs 358.9Cr y-o-y,

dented by higher finance cost. Bottom line was largely supported by other income;

otherwise profit would have much lower than currently reported. Other income, which

included Rs61 Cr non-recurring income and dividend of Rs 100 Cr from subsidiaries,

more than doubled to Rs 280Cr in three-month period ended September 2013 from Rs

132.4Cr in a year ago period. Net sales increased over 2 percent year-on-year to Rs

6245Cr during September quarter. EBITDA climbed 3 percent Y-o-Y to Rs 481Cr while

operating profit margin improved marginally to 7.7 percent from 7.63 percent during

the same period on higher inventory. Finance cost surged 6.5 times on a yearly basis to

Rs 183Cr in the quarter gone by, given higher average borrowing. Revenue from

Aluminium business grew 11 percent y-o-y to Rs 2,342.6Cr, driven by higher volumes,

but EBIT margin of the same business declined to 7.1 percent during 2QFY14.
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Out look : The PM's Project Monitoring Group has sorted out issues with regards to

Hindalco's 7000 Cr rupees Utkal Alumina refinery among others. On a medium-term view

we would still be positive on Hindalco Industries. As the improvement happens across

economies whether it is US, Europe, to an extent in China also we think Hindalco is very

well positioned. Aluminium has still not seen an uptick, so in this upturn of the economy

we see that the aluminium prices will also start to go up and that should be positive for

the outcome.
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