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CIL: Stellar Q2 show, outlook positive

Improved performance
through upward trends in
e-auction prices & volume

COAL INDIA LTD (CIL) exceeded
expectationsinQ2FY24withanEPS
of ¥11.9/share surpassing both our
and consensus estimates by 35%
and 25%, respectively, ey
pointsinclude:
Volume growth: Positive volume
trendswereobserved acrossall cate-
gortes offsetting theadverseeffects
oflowere-auction realization.
Wagecostmanagement: Wage
costs, totaling T1164 billion,
temained at normalized levels and
werewithinourprojectedestimates,
Provisionadjustment: Asignif-
icantunwindingofthe ¥81.5 billion
provision made in FY23 for wage
hikes was nated in Q2FY24, This
tesulted in a reduction of the cash
and bankbalanceto 370 billion.
Dividend declaration: The
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Board has proposed the ssuance of
the first interim dividend at
115.25/share,

Looking forward, we anticipate
continued improvement in CIL's
performance, with potential con-
sensus EPS upgradesin the range of
25-30%. We maintain our
FY24E/FY25E EPS projections, Our
recommendation is to Buy. The TP

remains unchanged at ¥395, based
on8xFY25EERS.

ClLachieved tsbest-ever 2 per-
formance driven by increased vol-
umes and higher FSA prices. Key
highlightsinclude: ) FSApricestose
by 9.1% y-0-y to ¥1,542 due to
heightened supplytothe non-tegu-
[ated sector (NRS), with NRS offtake
increasing by 29.3%y-0-yt0 32.3

million tonnes; i) e-auction prices
fell by 53.2%y-0-y to {2,838, par-
tiallyoffsetbya 52.6%y-o-yincrease
ine-auction volumeto 15,8 million
tonnes; il e-auction premium to
FSA price declined to 84%, com-
pared to 329%a year ago; iv) FSA
volume grewby9.2%y-0-y10154.7
million tonnes, surpassing power
sectorrequirements in H1FY24; v)

cash & bank balance was impacted
byarrear payments,reducing provi-
sions by 71 billion; and (vi) the
Board recommendedaninterimdiv-
idend of ¥15.25 share, implying a
4,79% yield at the current market
price.Looking forward, CIL' perfor-
mance is expected to further
imptove, supported by an antici-
patedt uptickinbothe-auction prices
andvolumes,

CT1s Q2FY24 performance chal-
lenges the misconception that e-
auction prices alone determine
profitabilty, Contrary o this belif,
ywe assert that volume, encompass-
ing both FSAand e-auction,signifi
cantly influences CIL's eanings,
Despiteasubstantial dropin e-ac-
tion prices by 53% y-0-y and a
decline in e-auction premium,
Q2FY24 Ebitda still registers an
11.8% y-0-y increase. We sec an
upside risk to ouralready leading
EPS estimates ifthe strong perfor-
mance persists through Oct 23,
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