
National Aluminium Company Ltd — Aug 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Strong Beat One-line: NALCO remains a high-quality, zero-debt commodity play where the structural

cost-moat (captive coal and bauxite) is successfully shielding margins against the sharp correction in Alumina

spot prices (from $600 to $400/t).

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Strong Beat

Revenue grew 33% YoY; PAT grew 77% YoY despite realization

headwinds.
🟢

Earnings Quality
High (Core

driven)

Performance driven by production growth and captive coal

utilization; one-off RPO hit of ₹75 Cr taken.
🟢

Guidance Confidence Neutral
5th Stream Refinery timeline reconfirmed for June 2026 (6-month

delay from original targets persists).
🟡

Management Credibility Strong
High transparency on unit costs; proactive disclosure on RPO

impacts and logistics inventory hedging.
🟢

Business Quality Signal Improving
Captive coal reaching 100% of requirement (4 MTPA) in FY26,

providing a ₹400/t fuel saving.
🟢

Key Q&A Exchange
Q#10 - Smelter

Tech

Management is rebuilding the Smelter DPR after the RTAL exit;

land acquisition is finally 4-6 months from completion.
🟡

The Street's Primary

Anxiety

Project

Timelines

Concerns regarding the 6-month refinery delay and the vacuum in

smelter technology partnerships.
🔴

Capital Cycle Stage Investment
Mid-stage of a massive capex cycle; Refinery 75% physically

complete; Smelter in pre-project DPR stage.
🟡

Margin / Return Ratio

Trajectory
Improving

EBITDA margins supported by low Alumina COP (₹21,000/t) vs

realizations ($416/t average in Q1).
🟢

Pricing Power Stable
Global low-cost leader in Alumina; captive bauxite provides

absolute cost certainty.
🟢

FCF Conversion &

Quality
Strong

Operations funding capex; cash-rich balance sheet maintained to

avoid debt in the near term.
🟢

Competitive Moat Signals Widening
Integration gap widening vs peers as Utkal D&E coal production

stabilizes at rated capacity.
🟢

Balance Sheet Strength Strong
Zero-debt status; zero leverage gives headroom for the upcoming

₹30,000 Cr smelter cycle.
🟢

Working Capital

Efficiency
Stable

Intentional inventory buildup (65k tons Alumina) to hedge against

railway rakes shortages.
🟡

Mgmt Guidance Track

Record
Mixed

Excellent on cost and production targets; historically prone to

multi-quarter project delays.
🟡

Key Vulnerability / Red

Flag

Realization

Floor

Alumina spot prices corrected $200/t from peak; further LME

weakness could squeeze the "super-profit" window.
🔴

Management Tone Confident
Bullish on "techno-economic" improvements and volume

maximization (10% higher internal targets).
🟢



Key Takeaways (Positives & Negatives): Positives: * Operational Excellence: Achieved 100% capacity

utilization across segments; Bauxite (+6.6%), Metal (+3%), and Power (+6%) all saw YoY production growth. * 

Energy Security: Captive coal from Utkal D&E is now delivering ~60% of requirement (4 MTPA target), yielding

₹400/t savings over linkage coal and insulating the company from e-auction volatility. * Cost Control: Alumina

COP is world-class at ₹20,000-21,000/t (~$245/t), ensuring profitability even if spot prices drop significantly from

the current $400/t level.

Negatives: * One-off Regulatory Hit: A change in Ministry of Power guidelines spiked Renewable Power

Obligation (RPO) costs, resulting in a ₹75 Cr one-time expense in Q1. * Realization Correction: Average

Alumina realizations normalized to $416/t in Q1 from the "super-normal" $600/t seen in Q4 FY25. * Project

Vacuum: The 0.5 MTPA Smelter expansion remains in a "reset" phase following the technology partner exit, with

a new DPR expected only in 7-8 months.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT figures used as primary source. Concall used for Mgmt Commentary

and unit rates.

Metric
Current

Qtr

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Bauxite Production

(MT)
1.42 +8.4% -28.3% ↓

YoY growth driven by higher productivity; QoQ

drop is seasonal.

Alumina Production

(MT)
0.575 (Est) +35% +12.7% ↑

Significant YoY jump due to lower base in Q1

FY25.

Aluminium Production

(MT)
0.115 +3% -1.7% → Operating at over 100% rated capacity.

Power Generation

(MU)
1,472 (Est) +6% -5.6% →

Captive units operating at high PLF to support

smelter.

Alumina Realization

($/t)
$416 +23% -30.7% ↓

Prices peaked in Q4 FY25 ($600); currently

stabilizing at $400-450.

Alumina COP (₹/t) ₹20,500 → → →
60% variable cost; target reduction of ₹1,000 via

caustic efficiency.

Aluminium COP (₹/t) ₹1,57,500 → → →
Range of ₹1.55L to ₹1.60L; benefits from captive

coal mix.

Captive Coal Prod

(MT)
1.0 (Est) ↑ → ↑

Target 4.0 MT for FY26; provides ₹400/t saving

over linkage coal.

Revenue (₹ Cr) ₹2,856 +33% -20.4% ↑
Driven by 9% growth in metal sales and higher

alumina realizations.

PAT (₹ Cr) ₹601 +77% -39.3% ↑
High realization base from prior quarter caused

QoQ drop.

EBITDA Margin %
31.5%

(Est)
↑ ↓ ↓

Normalizing from record Q4 levels; guidance

FY26 is 36-37%.

Net Debt / (Cash) (Cash) → → →
Zero debt leverage maintained to fund

expansions.

Alumina Inventory (T) 65,000 ↑ ↑ ↓
Intentionally high (6x normal) due to railway rake

availability issues.



2B. SEGMENT BREAKDOWN

Segment
Revenue (₹

Cr)

YoY

Growth
Margin Trend

vs Company

Avg
Key Development

Alumina ~₹1,370 +40% ~46% ↓ Above Avg
Primary cash cow; 5th stream delayed to June

2026.

Aluminium ~₹1,480 +27% ~18% ↑ Below Avg
Focus on Value Added Products (VAP); new

wire rod mill planned.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management

Target / Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery

Risk

Flag

Guidance
Refinery

Volume

2.3 MT Alumina for

FY26

Current run-rate is 2.3 MT/yr; highly

feasible.
Met Low

Guidance
Refinery

Expansion

Comm. Prod. June

2026

Mechanical completion by March

2026; 75% progress currently.

Delayed (from

Dec '25)
High

Guidance
Coal

Production
4.0 MT for FY26

Requires ~1 MT/quarter; Q1 was on

track.
On track Medium

Guidance
Smelter

Expansion

FY29-30

Commissioning

Requires new DPR and Tech partner

within 8 months.
Technology exit High

Strategy VAP Mix
Increase Wire Rods

to 2 MT

Requires 2-year construction for new

mill.
New target Medium

Strategy Green Power
20% of Portfolio by

2030

Need 300MW+; currently only 198MW

wind.
Slow progress Medium

Strategy Cost Efficiency
₹1,500/t saving in

Alumina

Via Caustic Soda ratio (111kg vs

120kg target).
Improving Low

Balance Debt Leverage
Fund expansion via

debt

Target 70:30 debt-equity for new

smelter.

Zero debt

currently
Low



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 5.0

Shweta

Dikshit,

Systematix

Expansion
Capex and

Allocation

"What is the

status of the

refinery and

expected

volumes post

commissioning?"

Management

confirmed

mechanical

completion by

March 2026

and commercial

production by

June 2026. This

reconfirms the

delay from the

original Dec

2025 target,

pushing volume

growth into

FY27.

None 5.0

Specific

timeline

given

2 4.0 Kartikeya Costs Financials

"What is the

alumina

realization and

the cost of

production?"

Management

reported Q1

realization at

$416/t and COP

at

₹20,000-21,000/

t. This confirms

NALCO

remains

comfortably

profitable

despite spot

normalization

from $600/t

peaks.

None 5.0
Clear and

quantified

3 4.5 Kartikeya Expenses Financials

"What drove the

high 'Other

Expenses' this

quarter?"

Management

attributed the

spike to a ₹75

Cr one-time

RPO

(Renewable

Power

Obligation)

certificate

purchase due to

revised

government

norms. This

identifies a non-

recurring

regulatory hit

that suppressed

Q1 earnings

quality.

None 4.0

Directional

with

evidence

4 3.5
Aditya

Welekar
VAP

Business

Overview

"What is the

status of the 0.5

Management is

appointing a None 3.0
Hedges

on partner



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

MTPA smelter

DPR?"

new consultant

and technology

supplier

following the

RTAL exit, with

a 7-8 month

timeline for the

DPR. This

signals a total

reset on the

smelter project

execution

timeline.

5 4.0

Shrikant

Hemant,

HSBC

Pricing Financials

"What is the mix

between spot

and long-term

alumina sales?"

Management

indicated a shift

toward spot

sales (80%)

because long-

term tender

prices were not

attractive. This

increases

earnings

volatility as the

company is

more exposed

to spot price

swings.

None 5.0
Clear and

quantified

6 3.5
Saket

Kapoor
Diversification Strategy

"What is the

roadmap for

value-added

products (VAP)

like foils?"

Management is

planning a

₹200-300 Cr

investment in

wire rods and

₹60 Cr in foils to

insulate against

LME

fluctuations.

These

investments are

small relative to

total capex but

crucial for

margin stability.

None 3.0
Vague but

consistent

7 4.0
Pallav

Agarwal
Integration Financials

"What are the

savings from

captive coal

reaching 4 MT?"

Management

confirmed a

₹400/t saving

versus MCL

linkage coal

and additional

logistics

benefits due to

None 5.0
Clear and

quantified



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

proximity. This

is a vital

cushion for

EBITDA/tonne

in a falling LME

environment.

8 3.5
Manav

Gogia

Raw

Materials
Financials

"What was the

landed cost of

caustic soda?"

Management

cited a rise to

₹44,301/t from

₹36,300/t YoY,

though it is

stable QoQ.

This headwind

is being offset

by lower

consumption

per ton of

alumina.

None 5.0

Specific

and

quantified

9 3.0

Shrikant

Hemant,

HSBC

Regulation Governance

"When do the

existing bauxite

leases expire?"

Management

confirmed lease

validity until

2029 and 2031,

with renewal

processes

starting soon.

This removes

any immediate

raw material

security

overhang for

the next 4

years.

None 4.0

Specific

timeline

given

10 4.5

Shweta

Dikshit,

Systematix

Technology
Capex and

Allocation

"Have we

identified a new

technology

partner for the

smelter?"

Management

stated they

have "almost

finalized" a new

supplier but

must complete

PSU formalities

over the next

3-4 months.

This is a critical

monitorable as

technology

selection

determines the

energy

efficiency of the

new ₹17,000 Cr

project.

None 3.0

Follow-up

forced

clarity



PATTERN FLAGS & SENTIMENT Theme Cluster: Project Delay Normalization Analysts are now pricing in

the 6-month delay for the Alumina Refinery (June 2026), shifting focus to the FY27 volume jump rather than

FY26. Management's posture was transparent but defensive regarding the smelter technology pivot, which

remains the single largest execution risk. The recurring theme of "Value Added Products" suggests the street is

looking for ways to decouple NALCO from volatile spot Alumina pricing.

Analyst Sentiment Verdict: Analysts were broadly satisfied with the operational beat but remain skeptical about

the capital allocation timeline. Management’s credibility was bolstered by the clear quantification of the RPO

one-off hit and the Utkal coal savings. However, the exit of RTAL as a technology partner creates a "wait-and-

see" overhang on the ₹17,000 Cr smelter expansion.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Prior Context) | What Q&A Revealed |

Gap / Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Refinery Commissioning | Dec 2025 | June 2026

(Comm. Prod) | 6-month delay now "hard-coded" into guidance. | FY26 earnings won't see new volume. | |

Smelter Technology | RTAL Technology partner | Partner Withdrawn | DPR being rewritten; new partner "almost"

fixed. | Execution risk/delay for FY30 target. | | Alumina Floor | $450-500 floor expected | $400-450 current view |

Management lowered the floor expectations by $50/t. | Margin compression if spot stays low. |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction

Alumina Avg Realization ~$600/t $416/t ↓

Alumina Spot Market Rising ($530+) Normalizing ($400) ↓

Captive Coal Saving Inferred Quantified at ₹400/t vs linkage ↑

Regulatory Cost Normal ₹75 Cr one-off RPO hit ↓

Smelter Project Status Approved with Partner Reset/New DPR Phase ↓

VAP Strategy Generic Specific (Wire rod/Foil mills) ↑

Alumina Sales Strategy Mix of Spot/Long 80% Spot focus →

STOP HERE.
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