
Investment Rationale

◼ Scaling up mining and manufacturing capacities: LMEL has mining rights for the Surjagarh Mining Complex (SMC) up to 2057,

which secures long-term access to substantial extractable reserves of 157 MT of hematite ore and 706 MT of banded hematite quartz

(BHQ) ore. To strengthen its market position and to achieve economies of scale, LMEL will expand its iron ore mining capacity from the

existing 10 MTPA to 55 MTPA (including BHQ) by FY29 and increase the capacities of its existing sponge iron (DRI) plants to 0.70

MTPA from 0.34 MTPA. Of the 55 MT targeted capacity, 10 MT is planned as DSO (direct shipped ore) and 45 MT will be BHQ. The

BHQ would be beneficiated in the long run to 15 MT of usable ore using a 45 MTPA throughput beneficiation plant. LMEL has set up a 5

TPH pilot BHQ beneficiation plant, and the results are up to mark with low-grade BHQ ore enriching up to 66% Fe along with lower

Alumina and Silica content consistently. The higher yields and lower Alumina and Silica differentiate LMEL BHQ from elsewhere in the

country.

◼ Forward integration for increasing share of value-added products: To utilise the iron ore from its mining complex at Hedri (SMC), it

plans to move upward in the value chain of steelmaking. It is setting up two slurry pipelines of 85 and 190 km to transport the iron ore

slurry to the Konsari and Ghugus plants, respectively. Ultimately, it will set up a 1.2 MT wire rod plant accompanied by a pellet plant of 4

MT at Ghugus and a 3 MTPA steel plant using the BF-BOF route for HRC production at Konsari, along with an 8 MTPA pellet plant.

◼ Low Royalty on allocated mine offers competitive edge over peers: LMEL was granted the mining rights to the SMC on an

allocation basis before the MMDR Amendment Act 2015 by the government through a mining lease in 2007, and it does not have to pay

any auction premium to the government. Post the MMDR Amendment Act 2015, mining leases were auctioned and in that process, the

winning bidder has to pay ‘auction premium’ (which averaged at 110.8% over the last 5 years) over the IBM notified price of iron ore

fines (62-65% Fe) to the government in addition to Royalty, DMF, and NMET. Acquisition of 79.82% stake in Thriveni Earthmovers and

Infra Pvt. Ltd. will lead to cost-efficient MDO operations, resulting in lower mining costs (Consolidation in LMEL to begin from FY26).

◼ Debt-free Balance sheet: LMEL has an ambitious expansion plan with capex of Rs 32,700 Cr until next 5-6 years when all the

expansion projects will be completed. It will spend the Capex in a phased manner largely through internal accruals.

Valuation & Recommendation:

◼ Considering robust growth prospects and improving operational metrics, we believe LMEL provides a good potential upside from the

current levels. We recommend a BUY on the stock with an upside of 10% from the CMP.

Financial Summary

About the Company 

Lloyds Metals and Energy Limited (LMEL) is the largest iron ore miner in Maharashtra. Incorporated in 1977, it is

engaged in mining iron ore, manufacturing coal-based Direct Reduced Iron (DRI) and generating power using waste

heat recovery. Its DRI capacity of 340ktpa is the largest in Maharashtra, located in two districts: Ghugus, Chandrapur

district of 270 ktpa and at Konsari in Gadchiroli district of 70 ktpa. It has an iron ore mining lease for 50 years till 2057 at

Surjagarh village in Gadchiroli district, which is the largest reserve of high-grade iron ore in Maharashtra. The company

has been awarded the permit to excavate up to 10 MTPA of iron ore. LMEL has grown significantly in the last few years,

with its iron ore mining capacity rising from ~3 MTPA in FY22 to 10 MTPA in FY24.
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| Key risks

✓ Delay in project execution

✓ Regulatory hurdles

✓ Commodity price volatility
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| Why Lloyds Metals and Energy Ltd

✓ Big Greenfield expansion

✓ One of the largest and lowest cost

iron ore producer in the country

✓ Substantial reserves of iron ore

✓ Strong debt-free balance sheet
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FY24 6,522 1,728 1,243 24 62 57% 57%

FY25 6,721 1,953 1,450 28 53 31% 26%

FY26E 16,427 6,623 4,898 91 17 44% 53%

FY27E 20,339 8,273 5,990 106 14 35% 43%



About Axis PUNCH

| OBJECTIVE

Axis Punch is designed to generate solid return in short to medium term based on High Conviction Stock Ideas for both investors and traders. This fundamental medium-term

product targets return of 10% plus with an investment horizon of 3 to 6 months. Recommendations under Axis Punch are driven by various business and economic events,

company valuations, market direction, or a mix of these factors.

| Axis PUNCH is strong research based idea based on

Events Based: Our recommendations are based on the following critical factors, providing a comprehensive approach to medium-term investment opportunities:

◼ Company-Specific Events: Recommendations consider significant company-specific events such as new orders, product launches, acquisitions, management changes,

and the commissioning of new plants.

◼ Commodity Price Fluctuations: We analyze changes in commodity prices, including metals, cement, chemicals, and pharmaceutical materials.

◼ Macro-Economic Events: Key macroeconomic events such as RBI Monetary Policy, US Fed decisions, inflation rates, GDP figures, budget announcements, and changes

in government policies are factored into our recommendations.

◼ Sector Developments: Material developments within sectors, including monthly production and sales numbers in industries like Auto, Cement, and Steel, as well as

competitive landscape changes due to business actions or new entrants/exits, are considered.

◼ Earnings Surprises: We identify companies expected to report better-than-anticipated earnings in upcoming quarters.

◼ Corporate Actions: Corporate actions such as mergers and acquisitions, capital raising programs, and regulatory announcements that impact a company or its industry

form crucial elements for our recommendations.

Strategic Insights: Benefit from insights based on a blend of critical business events, economic trends, and thorough company valuations.

Informed Decisions: Make well-informed investment decisions backed by the expertise of our dedicated research team.

Medium-term Horizon: Enjoy the medium-term investment strategy, perfectly suited for those looking to optimize returns over 3 to 6 months.

| Why to choose Axis PUNCH

These medium-term recommendations are crafted by the fundamental research team of Axis Securities, ensuring a rigorous analysis of developments around the company. Please

note that Axis Punch recommendations may differ from our long-term company recommendations. Key investment rational and risks are clearly highlighted in stock ideas.
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