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Robust prices and resilient domestic demand to drive the performance of domestic
base metal companies in FY2025: ICRA

e Domestic demand to remain resilient with ~7-10% growth in FY2025
e Improvement foreseen in total debt/OPBDITA (to 1.6 times in FY2025 from 1.9 times in FY2024) and interest cover
(to 6.9 times from 4.9 times, respectively)

ICRA expects the credit profile of the domestic non-ferrous metal players to remain healthy in FY2025 driven by
resilient base metal prices. According to ICRA's latest research, international base metal prices rose by ~12-14% in
7M FY2025 compared to the same period last year. While potential downside risks in the second half of FY2025
cannot be ruled out, low inventories and ongoing supply constraints are expected to limit any sharp price
corrections during this period. Additionally, the stimulus announced by the Chinese government along with interest
rate cuts in the US are supporting metal prices. In the domestic market, while the coal costs remain stable, the
rising alumina costs, due to supply constraints, pose a near-term concern for the non-integrated aluminium players.
Nonetheless, ICRA projects the buoyant metal prices to support the operating margins for domestic non-ferrous
metal companies in FY2025.

Commenting further on this, Girishkumar Kadam, Senior Vice-President and Group Head, Corporate Sector
Ratings, ICRA said: “The current supply-demand dynamics remain supportive of firm metal prices in the near term.
The expectations of a 7-10% demand growth in FY2025 and deleveraging of balance sheets supported by healthy
accruals, will support earnings growth and result in a steady turnaround in the industry’s risk profile. The credit
metrics of the companies in ICRA’s sample set are expected to witness a steady improvement with a projected total
debt/OPBDITA of 1.6 times and interest cover of 6.9 times during FY2025, compared to a total debt/ OPBDITA of
1.9 times and interest cover of 4.9 times in FY2024. Consequently, the industry outlook remains stable in our view.”

As for the domestic demand-supply scenario, the domestic demand for base metals registered a healthy expansion
of 10-13% during FY2023 and FY2024, led by increased consumption from end-user sectors, particularly
infrastructure, electrical, and renewable energy. Demand for non-ferrous metals is expected to show a growth of
~7-10% in FY2025, outpacing the global demand growth forecast of ~2% by a wide margin.

The capacity utilisation for aluminium and zinc metal players also remained healthy at over 90% in the current
fiscal, resulting in large export volumes. Off-take risks in the international market remain low, given the cost
competitiveness of the domestic manufacturers. However, lower copper production has created a large deficit in
the domestic copper market, resulting in large import dependence. Nonetheless, the recently commissioned
copper smelting capacity by the Adani Group could help mitigate the domestic shortfall over the medium term.

“Globally, the sentiments have improved following China’s announcements of stimulus to aid the property sector
and interest rate cuts in the US and European markets. However, the uncertainty remains on the strength of the
Chinese economic growth and the overall geopolitical situation. Nonetheless, the supply-side constraints, primarily
in copper and zinc mines, along with bauxite production issues in China, are likely to support the metal prices in the
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near term. The current uptrend in metal prices is likely to result in ~7-9% growth in the domestic realisation for the
full fiscal,” Kadam added.

Click here to access our previous press releases on the sector.
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and
reliable. Although reasonable care has been taken to ensure that the information herein is true, such information
is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no representation or warranty,
express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data,
analyses and/or opinions that may be inconsistent with the data, analyses and/or opinions presented in this
publication. All information contained herein must be construed solely as statements of opinion, and ICRA shall
not be liable for any losses incurred by users from any use of this publication or its contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper /
magazine / agency. The Press Release may be used by you in full or in part without changing the meaning or
context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution
of its Press Releases for consideration or otherwise through any media including, but not limited to, websites and
portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial
services companies as an independent and professional investment Information and Credit Rating Agency. Today,
ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international
Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.

Click on the icon to visit our social media profiles.
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