National Aluminium Company Ltd — Aug 2026 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Strong Beat One-line: NALCO delivered a massive 88% PBT growth in Q1, successfully offsetting
[15,000/ton metal cost inflation through volume ramp-ups and lower employee costs, though the critical Pottangi
Mine and 5th Stream Refinery have both slipped by 3—4 months.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Guidance /
Prior Quarter

Strong Beat

Total income of [5,400 Cr (+39% YoY) and 88% PBT growth
significantly exceeded high-cycle expectations.

. . High (Core Growth is driven by volume maximization and structural reduction in
Earnings Quality )
driven) employee costs ((B3 lakh average CTC vs [B6 lakh).
. . Management reaffirmed FY27 targets but conceded delays in
Guidance Confidence Neutral S o )
Pottangi Mine (local agitation) and 5th Stream Refinery.
While operational efficiency is high, the slippage of Pottangi (from
Management Credibility Neutral P . y g . PpPag . gi (
May to Oct) and Refinery (June to Nov) is a recurring theme.
. o . Transitioning to a high-volume phase with Utkal D & E coal ramping
Business Quality Signal Improving o
and finalizing 0.5 MTPA Smelter technology.
Q5: Pottangi Local resistance is blocking a critical 8km road; Sept/Oct start is now
Key Q&A Exchange
Delay the "target.”
The Street's Primary Input Cost Analysts pressed on the [15k—16k/ton metal cost spike; Mgmt
Anxiety Inflation expects higher Alumina prices ($370) to offset this.
. Peak capex phase approaching with [25,000 Cr Smelter/Power
Capital Cycle Stage Investment ] o
expansion beginning FY28.
Margin / Return Ratio | ) EBITDA grew 78% YoY, supported by record bauxite/hydrate
mprovin
Trajectory P g production and efficiency in specific consumption.
- Domestic premiums increased from $60 to $110, though LME
Pricing Power Stable . )
outlook is softening toward $3,000-$3,200.
FCF Conversion & Stron 10,500 Cr net cash balance; internal accruals sufficient for (1,500
Quality g Cr annual dividend + capex.
Competitive Moat Widenin Low-cost position reinforced by captive coal (4.8 MTPA target) and
Signals g high-purity alumina status.
Zero-debt company with enough cash to fund the next Smelter cycle
Balance Sheet Strength Strong . .
without external borrowing.
Working Capital Stable Inventory management during monsoon (2-3 days coal at refinery)
Efficiency remains the primary pressure point.
Mgmt Guidance Track Mixed Accurate on coal ramp-up; optimistic on mining/refinery

Record

Key Vulnerability / Red
Flag

Management Tone

Project Delays

Confident

commissioning timelines.

The 4-month delay in 5th Stream Refinery pushes high-margin
alumina sales into Q4.

Management was bullish on volume growth and "peak capacity
utilization" targets.



Key Takeaways (Positives & Negatives): * Positives: Record Q1 financial performance with 88% PBT growth
despite severe raw material inflation (Caustic Soda, CP Coke, HFO). The Utkal D & E coal mines are
successfully ramping to a 4.8 MTPA run-rate, significantly reducing reliance on expensive e-auction coal ([1,500/
ton saving vs auction). Employee costs are trending structurally lower due to a younger workforce mix, providing
a durable margin tailwind. * Negatives: Critical upstream catalysts have been pushed back: the Pottangi Bauxite
Mine is delayed by local agitation (now Oct '26) and the 5th Stream Alumina Refinery mechanical completion is
now Sept '26 with production in Nov/Dec. This creates a temporary bottleneck where NALCO must source
external bauxite or operate existing lines at lower efficiency. * Street Concern: Analysts are wary of the 15,000/
ton spike in metal production costs. Management's defense rests on Alumina realizations ($370 spot vs $323 Q1
avg) and high domestic metal premiums ($110) acting as a natural hedge. * Forward Watchpoint: Successful
tree cutting and road construction at Pottangi in August is the "make-or-break" milestone for FY27 raw material
security.

2. BUSINESS PERFORMANCE

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

Current

Qtr

Trend Mgmt Commentary

Production: Bauxite Best-ever Q1 performance; targeting peak

1.88 (est.) - N/A - .
(MT) capacity.
Production: Alumina .
MT) 0.52 (est.) = N/A - Best-ever Q1 hydrate production.
Production: Aluminium . o
MT) 0.12 (est.) - N/A - Operating at ~100% utilization (959 pots).
Realization: Alumina ($/ 2 expected to rise to ~$370/MT due to global
® 303 : N/A Q2 exp i £

MT)

Realization: Metal

supply cuts.

Increased from $60 earlier due to Middle East

110 1 N/A
Premium ($) $ supply fears.
Opex/unit (Metal CoP - Rose from [1,57,000 avg last year; driven by
(1,70,000 1 N/A .
0 Caustic/Coke/HFO.
Driven by realization growth and volume
Revenue (Cr) 5,400 +39% N/A
targets.
1,200 N .
PBT (CICr) s +88% N/A Record Q1 profitability despite cost push.
Net Debt / (Cash) (OCr)  ((10,500) N/A N/A Zero debt; cash increased to record levels.
Targeting 4.8 MTPA for FY27; ramp-up on
Captive Coal (MT) 0.88 1 N/A Ll S

2B. SEGMENT BREAKDOWN

track.



Segment

Revenue (O
Cr)

Margin

vs Company
Avg

Trend Key Development

Alumina

Aluminium

Power

Not stated

Not stated

Captive

High High
High Moderate
N/A N/A

Spot prices at $370; 5th stream delayed to

1 Above
Nov/Dec.
Cost of production spike to [1.7L/ton
! Below N .
weighing on margins.
N/A 60-70% coal from captive sources; 2-3 days

stock at refinery.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate / Math Historical

Guidance

Guidance

Guidance

Guidance

Strategy

Macro

Balance

Alumina
Volume

Metal Volume

Coal Volume

Smelter
Expansion

Raw Material

Alumina
Pricing

Capex
Funding

2 lakh tons from 5th
Stream in FY27.

4.75 lakh tons for
FY27.

4.8 million tons for
FY27.

Dec 2030 completion.
Pottangi Mine start in
Sept/Oct.

$370/MT average for
Q2.

Zero debt for Smelter
expansion.

Feasibility Delivery

High: Requires immediate 100% Delayed from

High
ramp-up from Dec commissioning. June to Nov. g
Achievable: 959 pots already .
. Consistent. Low
operating at peak.
On track: Needs 1.3 MT/qtr; Q1 was .
) Improving. Moderate
0.88 MT (miss due to 5-day stop).
Long-term: DPR and Tech license . .
o . New project. High
(EGA) finalized this month.
Critical: Depends on August road Delayed from .
I . High
mobilization/police force. May.
Spot market currently at $380; ver
P . ya$ y N/A Low
feasible.
Feasible: (3,500 Cr PAT adds to .
Consistent. Low

10,500 Cr cash annually.



4. ANALYST Q&A



Q# Relevance

Analyst /

Categor
irm gory

Underlying
Concern

Management
Response &
Investment
Implication

Evaded /
Not Credibility Verdict
Addressed

1 5.0
2 4.5
3 4.0
4 315

Amit
. Management

Lahoti,

. . Outlook
Aditya Birla
Amit
Lahoti, Financials
Aditya Birla
Aditya .

Business

Welekar, .

. Overview
Axis
Pinakin, Business
HSBC Overview

Why has the
5th Stream
Refinery
been delayed
by 6 months?

How are
employee
costs
structurally
lower this
quarter?

What is the
impact of raw
material
inflation on
metal
margins?

How are
domestic
metal
premiums
trending

Management
clarified the
commissioning

delay is only 2-3

months
(mechanical
completion in
Sept) and
production will
start by Nov/
Dec. This
delays the
volume-led re-
rating until Q4
FY27.

Management
attributed the
drop to high-
paid staff

superannuation

(CB6L to [B3L
average CTC)
and lower PRP

provisions. This

structural
reduction
supports
sustainable
margin
expansion.

Management
admitted a
[15,000—
[16,000/ton
spike in metal
production
costs due to
caustic soda,
CP coke, and
HFO. This

margin pressure

must be offset
by alumina
price rallies
($370).

Management
stated
premiums rose

to $110/MT due

to geopolitical

supply risks, up

Clear and

None 4.0
quantified

Specific
None 5.0 and
verified

Directional

None 4.0 .
evidence

Market-
linked
clarity

None 4.0



Q# Relevance

5 5.0
6 4.5
7 4.0
8 3.0

Analyst /

irm

Manav
Gogia,
YES Sec

Sumangal
Nevatia,
Kotak

Rajesh
Majumdar,
360 ONE

Akhilesh
Kumar,
Emkay

Category

Management
Outlook

Capex and
Allocation

Business
Overview

Business
Overview

Underlying
Concern

versus
exports?

What is the
status of the
Pottangi Mine
road and
production
start?

How will the
(12,000 Cr
power plant
be funded?

What is the
balance life
of the
existing
Panchpatmali
mines?

Why did
bauxite
specific
consumption

Management
Response &
Investment
Implication

from $60. This
bolsters
domestic
realizations
during the
current LME
dip.

Evaded /
\\[o] ¢
Addressed

Credibility

Management
acknowledged
local agitation is
blocking the
road; they plan
a police-backed
mobilization in
August for an
October start.
The thesis
relies heavily on
this Oct start for
raw material
security.

None 3.0

The plant will be
a 50:50 JV with
NLC, funded via
70:30 debt-
equity, with
NALCO'’s equity
share being
only [1,750 Cr.
This minimizes
balance sheet
stress for the
smelter
expansion.

None 5.0

Management
confirmed 110
MT reserves
remain, giving a
15-20 year life
at the current
run-rate. This
mitigates long-
term depletion
risks before
Pottangi fully
scales.

None 4.5

Management
cited tapping
new phases
with better
quality bauxite

None 4.0

Verdict

Vague
execution

Clear
funding
map

Quantified
life

Technical
explanation



Management
Analyst / Underlying Response &

Evaded /

. Category Not Credibility Verdict
Firm Concern Investment
Addressed

Implication

Relevance

as the North

Block nears
exhaustion.

. ) Sustainable

improve this
lower

quarter? .
consumption
reduces the
alumina cost of
production.
Management
explicitly stated
they have no
plans for

Does NALCO ) .
recycling as it

have plans .

) compromises
Digant for the ) )
i ) the high purity Stated
9 3.5 Haria, Strategy growing . None 5.0 .
o levels required policy
GreenEdge aluminium .
. by their

recycling
customers.

market? .
NALCO will

remain a pure
primary metal
player.

PATTERN FLAGS & SENTIMENT Analysts were primarily focused on the execution timeline gap. Multiple
guestions probed why Pottangi and the 5th Stream Refinery have repeatedly slipped. Management appeared
defensive but provided technical justifications (local agitation, mechanical complexity). The secondary concern
was cost inflation—while Q1 results were strong, the Street is worried that [1.7L/ton metal CoP is the "new
normal.”

Analyst Sentiment Verdict: Analysts were impressed by the earnings beat but remain skeptical about the
commissioning timelines. The friction centered on the Pottangi road-block. Management's credibility on coal is
high, but they are on a "watch-list" for mining and refinery startups. The unresolved local agitation at Pottangi is
the single greatest risk to the FY27 volume guidance.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Prior Context) | What Q&A Revealed |
Gap / Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Pottangi Start | May 2026 | October 2026 | 5-month
delay | Delayed RM cost savings | | 5th Stream Alumina | June 2026 | Nov/Dec 2026 | 5-month delay | Delayed
volume growth | | Metal CoP | [1.57L/ton (avg) | [1.70L/ton | 8.3% cost spike | Margin compression if LME falls |



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction
Refinery Timeline Commissioning June 2026 Mechanical completion Sept; Production Nov/Dec !
Pottangi Mine Opening May 2026 Target Oct 2026 (Road work pending) !
Metal CoP 1,57,000 / ton (1,70,000 / ton !
Domestic Premium $60 / ton $110/ ton 1
Employee Cost [B6 Lakh (avg CTC) [B3 Lakh (avg CTC) 1
Alumina Spot ~$323/ ton ~$370-380 / ton 1
Net Cash Not stated (10,500 Crore 1
Coal Mix 4.0 MTPA Captive 4.8 MTPA Target (Utkal D&E) 1

Investor Notes: * Thesis Confirmation: The thesis remains intact but the "harvesting phase" is delayed by two
quarters. The earnings beat confirms that NALCO can generate massive cash flow even under RM pressure,
which de-risks the upcoming 25,000 Cr smelter expansion. * Trajectory Signal: Neutral-to-Improving. We are
in a "delivery vacuum" for the next 4 months until the refinery and mine start. * Quality of Earnings: High. The
88% PBT growth was not a fluke of accounting but a result of volume maximization and employee cost
discipline. * Actionable Insight: Watch for news on the "8km road construction" at Pottangi in August. If this
road isn't built, the alumina refinery will be forced to buy expensive external bauxite, neutralizing the margin
gains from the 5th stream expansion.
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