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Economy News
 Prolonging the wait for green shoots of recovery in the economy that

policy makers were hoping for, the country's industrial production
contracted 0.6 per cent in December, dragged down by a dominating
manufacturing sector and problems in the mining sector. (BS)

 Pharma companies may soon have to share their production records for
essential drugs with the government under an upcoming drug pricing
policy. This would help government ensure the availability of 348 drugs
that are part of a new essential drug list. (ET)

 In a major jolt to the government's dual pricing policy on diesel, sales for
bulk customers have dropped by at least 30 per cent since January 17,
when the prices were increased. On the other hand, diesel sales through
retail channels have zoomed 12 per cent during the same period. (BS)

 Consumer Price Index-based inflation reached a record of 10.79 per cent in
January since the new index's inception a year earlier. It stood at 10.56
per cent in the previous month. This justifies the Reserve Bank of India's
cautious stance on rate cuts in its monetary review last month. (BS)

 Moody's Investor Services said downside risks for the global economy had
receded in the past three months, though a number of dangers still
remained. In its latest Global Macro Risk Scenarios report, the ratings
agency also said it expected economic growth to be slow in many
countries. (BS)

 The finance ministry will consider four foreign direct investment (FDI)
proposals in single brand retailing, including those of Decathlon and Fossil
Inc, worth Rs 7.50 bn today. (Mint)

Corporate News
 Infrastructure Development Finance Company (IDFC), one of the

original promoters of National Stock Exchange (NSE), is planning to sell a
slice of its stake in the country's largest bourse. (ET)

 Power Grid Corporation plans to raise Rs 30 bn by selling bonds in the
latest rush to raise funds amid an uncertain rate scenario as the central
bank governor keeps warning about high prices and record high current
account deficit. (ET)

 US-based consumer research firm Nielsen has extended its ongoing
contract with Tata Consultancy Services (TCS) by three years and more
than doubled the value to $2.5 billion. (ET)

 With a rising burden of provisioning for bad loans amid pressure on
interest margins, state-owned Bank of India (BoI) is working to reduce
non-performing assets (NPAs) by Rs 26 bn by March 2014. (BS)

 Multinational drug maker Pfizer will appeal against an order by the Indian
Patent Office, rejecting the company's claim for a patent over its anti-
cancer drug, Sutent. (BS)

 In what could be the end of the road for the beleaguered Kingfisher
Airlines, a consortium of 17 banks is considering recalling loans
aggregating Rs 70 bn to the private carrier. Bankers described the
consortium's decision as unanimous. Loan recall normally triggers initiation
of recovery proceedings. (BL)

Equity
% Chg

12 Feb 13 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  19,561  0.5  (0.5)  4.8
NIFTY Index  5,923  0.4  (0.5)  4.2
BANKEX Index  14,240  0.6  (1.8)  7.0
BSET Index  6,415  (0.6)  2.6  10.9
BSETCG INDEX  10,094  0.1  (4.2)  (6.5)
BSEOIL INDEX  9,137  1.5  4.0  12.0
CNXMcap Index  8,063  (0.4)  (5.6)  1.9
BSESMCAP INDEX  6,739  (0.5)  (9.6)  (4.9)

World Indices
Dow Jones  14,019  0.3  3.9  9.9
Nasdaq  3,186  (0.2)  1.9  10.5
FTSE  6,338  1.0  3.5  9.5
NIKKEI  11,369  1.9  5.0  31.0
HANGSENG  23,177  (0.3)  (0.2)  8.6

Value traded (Rs cr)
12 Feb 13 % Chg - Day

Cash BSE  1,908  (8.0)
Cash NSE  10,036  6.1
Derivatives 88,154  14.8

Net inflows (Rs cr)
11 Feb 13 % Chg MTD YTD

FII  985  (35.5)  18,681  40,911
Mutual Fund  (111)  0.9  (1,472)  (6,186)

FII open interest (Rs cr)
11 Feb 13 % Chg

FII Index Futures  8,455  1.5
FII Index Options  47,315  1.4
FII Stock Futures  30,822  (0.4)
FII Stock Options  2,770  4.1

Advances / Declines (BSE)
12 Feb 13 A B T Total % total

Advances 87 653 121  861 30
Declines  113  1,012  155  1,280 44
Unchanged  2  426 345  773 27

Commodity % Chg

12 Feb 13 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  97.6  0.1  4.3  14.3
Gold   (US$/OZ)  1,649.7  0.1  (0.3)  (4.3)
Silver  (US$/OZ)  31.0  0.3  2.9  (4.1)

Debt / forex market
12 Feb 13 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.0  8.0  8.0  8.3
Re/US$  53.9  53.9  54.5  54.9

Sensex

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express,

BL = Business Line,  ToI: Times of India, BSE = Bombay Stock Exchange
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DECEMBER IIP

December IIP de-grows by -0.6%, where are those green shoots?
Industrial production in the month of Dec-12 contracted by -0.6%, against expecta-
tion of a growth of about 0.5-1%. On MoM basis, IIP Index reported a gain of 7.9%
in Dec-12 compared to a decline of 3.1% in Nov-12. IIP growth for Nov-12 was re-
vised lower from -0.1% to -0.8%. The IIP growth for Sep was revised downwards to
-0.73% from -0.40%. We had earlier expected IIP to post improvements from De-
cember onwards on low statistical base (Dec-11 IIP growth was just 2.6%). This sug-
gests that the sharp recovery observed in October IIP at 8.3% was just a blip. We
also note that IIP growth in Apr-Dec'12 has averaged at 0.8% so far in the fiscal vs
3.7% during Apr-Dec'11. 3MMA of IIP is at 2.32% in Dec'12 due to high Oct'12
number, which could reduce to near zero in Jan'13. The negative growth in Decem-
ber 2012 has been primarily brought about by contraction in mining and manufactur-
ing activities. This is the sixth month in the year where IIP growth has been in nega-
tive territory.

Advanced GDP estimates released by the CSO last week have estimated that the
manufacturing sector is likely to show a growth of 1.9% in GDP during 2012-13.
However, manufacturing grew by just growth 0.7% in Apr-Dec, and to achieve
1.9% growth it would have to grow by 5.3% in the remaining three months. It es-
timated Mining sector to grow by 0.4%, however during Apr-Dec it has shown de-
growth of -1.9%; in order to attain the estimated target, this sector has to grow by
over 6% in the remaining three months. Electricity segment was estimated to grow
by 4.9%, so far during Apr-Dec the performance of the electricity sector has been in
line with expectations (4.6%) and if the same trend continues the growth of 6.0%
that is required in the remaining three months (Jan-Mar) appears to be attainable.

However, ever since CSO pegged FY13 GDP estimate at 5%, MoF has optimistically
reiterated its expectation of 5.5% GDP growth. In the first nine months, the central
fiscal deficit was 79% of target vs. a 14-year average of 66%. Therefore, govern-
ment is likely to reduce its plan and non-plan expenditure to keep its fiscal deficit
target within 5.3% of GDP, which would have further downward pressure on GDP.
We opine that GDP growth of 5.5% may be difficut to achieve given there isn't
much green shoots visible as of now.

Implication for interest rates
CPI (Combined) came at 10.79% for January, sharply higher from 10.56% seen last
month. On MoM basis, the CPI Combined index rose by 0.6% in Jan-13 compared
to 0.2% in the previous month. Jan CPI reading is the highest reading in the com-
bined series so far. Even though the economy has slowed down significantly, rate of
moderation in inflation is not happening on expected lines, suggesting very sticky in-
flation (See Exhibit: 5A, 5B). The double digit CPI inflation continues to threaten the
prospect of further rate cuts by RBI. However the expected fall in WPI to below
7.0% in Jan along with further moderation in core inflation is likely to provide com-
fort. Therefore, the scope for rate cut going forward in FY14, would largely be deter-
mined by the government's ability to decisively contain fiscal deficit, continued eas-
ing of inflationary pressures, stabilization of rupee and improvement in balance of
payments.

ECONOMY UPDATE

Jayesh Kumar
kumar.jayesh@kotak.com
+91 22 6652 9172
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Sector growth
 Mining sector growth at -4.02% YoY in December vs. -5.51% YoY in November

 Manufacturing sector growth at -0.67% YoY in December vs. -0.56% YoY in
November

 Electricity sector growth at 5.21% YoY in December vs. 2.4% YoY in November

 Basic goods growth at 2.55% YoY in December vs. 1.49% YoY in November

 Capital sector goods growth at  -0.87% YoY in December vs. -8.47% YoY in No-
vember

 Intermediate goods growth at -0.13% YoY in December vs. -1.63% YoY in No-
vember

 Consumer goods growth at -4.18% YoY in December vs -0.27% YoY in Novem-
ber

 Consumer durables goods growth at -8.22% YoY in December vs 1.31% YoY in
November

 Consumer non-durables goods growth at -1.39% YoY in December vs. -1.57 %
YoY in November

Components of Industrial Production
Core Industries Index, comprising 37.9% of IIP, grew by of 6.7% in Dec. Major
MoM improvements came in Cement (15.7% MoM) and Coal (15.8% MoM). Sec-
tor wise more than 1/2 of industry groups in manufacturing sector posted positive
growth (12 out of 22, down from 13 in Nov and 17 in Oct), primarily led by industry
group: Electrical machinery and apparatus which has shown highest growth of
48.2%, followed by Furniture manufacturing growing by 18.8%. Other industry
groups which showed healthy growth include coke, refined petroleum products
&nuclear fuel (9.3%), basic metals (6.2%), tobacco products (4.4%) and other
transport equipment (4.0%). Industries that have registered negative growth include
Medical, precision & optical instruments (-27.4%), publishing, printing & reproduc-
tion of recorded media (-24.0%) and office, accounting & computing machinery (-
20.8%). We are still hopeful of IIP growth of over 1% for the fiscal FY13.

Exhibit 1:Performance of Industrial Production (YoY %)

Mining Manufacturing Electricity General
Month 2011 2012 2011 2012 2011 2012 2011 2012

April 1.6% -2.8% 5.7% -1.8% 6.5% 4.6% 5.3% -1.3%

May 1.8% -0.7% 6.3% 2.6% 10.3% 5.9% 6.2% 2.5%

June -1.4% -1.1% 11.1% -3.2% 8.0% 8.8% 9.5% -2.0%

July 0.7% -3.5% 3.1% 0.0% 13.1% 2.8% 3.7% -0.1%

August -5.5% -0.3% 3.9% 2.4% 9.5% 1.9% 3.4% 2.0%

September -7.5% 2.2% 3.1% -1.6% 9.0% 3.9% 2.5% -0.7%

October -5.9% 0.0% -6.0% 9.8% 5.6% 5.5% -5.0% 8.3%

November -3.5% -5.5% 6.6% -0.6% 14.6% 2.4% 6.0% -0.8%

December -3.3% -4.0% 2.8% -0.7% 9.1% 5.2% 2.6% -0.6%

January -2.1% 1.1% 3.2% 1.0%

February 2.3% 4.1% 8.0% 4.3%

March -1.1% -3.6% 2.7% -2.8%

Source: MOSPI and Kotak Securities - Private Client Research
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Exhibit 2:Performance of Use Based Industries (YoY %)

Basic goods Capital goods Intermediate goods Consumer goods
Month 2011 2012 2011 2012 2011 2012 2011 2012

April 7.1% 1.9% 6.6% -21.5% 3.9% -1.8% 3.2% 3.7%

May 7.5% 4.4% 6.2% -8.6% 0.1% 3.4% 7.2% 4.4%

June 7.8% 3.6% 38.7% -27.7% 1.6% 0.9% 3.1% 3.7%

July 10.0% 1.0% -13.7% -5.8% -0.1% 0.1% 6.3% 0.7%

August 5.8% 3.0% 4.0% -4.4% -1.0% 2.7% 2.1% 3.6%

September 5.3% 2.7% -6.5% -13.3% -1.4% 1.7% 5.7% 0.0%

October 1.3% 4.1% -26.5% 7.5% -8.3% 9.3% 0.0% 13.7%

November 6.4% 1.5% -4.7% -8.5% 1.3% -1.6% 12.8% -0.3%

December 5.5% 2.6% -16.0% -0.9% -1.5% -0.1% 10.1% -4.2%

January 2.0% -2.7% -2.5% 2.5%

February 7.6% 10.4% 0.9% -0.4%

March 1.1% -20.1% 0.0% 1.1%

Source: MOSPI and Kotak Securities - Private Client Research

Exhibit 3A: IIP & Core Secotr Growth Trend

Source: MOSPI

Exhibit 3B: Magnitude of IIP Revisions (in bps

Source: MOSPI
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Exhibit 4: Seasonaly Adjusted & MoM Change in IIP

Source: MOSPI

Exhibit 5A: Inflation and growth trade-off

Source: MOSPI

Exhibit 5B: Inflation vs. Growth

Source: MOSPI
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Exhibit 6: Contribution to IIP

Source: MOSPI

Exhibit 7: Sectoral Compenents of IIP

Source: MOSPI

Exhibit 8: Use Based IIP Compenents - Cap. Gds. & Inter. Gds.

Source: MOSPI
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Exhibit 9: Use Based Compenents of IIP - Cconsumer Goods

Source: MOSPI

Exhibit 10: Core Sector and IIP Growth Rates

Source: MOSPI
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ORACLE FINANCIAL SERVICES LTD (OFSL)
PRICE: RS.3039 RECOMMENDATION: REDUCE
TARGET PRICE: RS.2744 FY14E P/E: 21.8X

We find the stock richly valued. Any de-listing move from the
Parent may trigger a further price rise, though.
3QFY13 numbers were marginally better than estimates. Product revenues
grew by about 3% YoY, with the license revenues also growing by a similar
margin. The new license signings were at $13mn, which were better than
$8.3mn in 2Q and $10.5mn in 3QFY12. We understand that, the uncertain
macro scene is still keeping clients cautious, though there are indications of
some improvement in decision-making cycles. Geographically, the company
continues to see potential in smaller but potentially high growth
economies. Our FY13 and FY14 earnings estimates stand at Rs.131 per share
and Rs.139.5 per share (FY14 estimates impacted by rupee assumptions). Our
price target stands at Rs.2744 (Rs.2662, earlier) based on FY14E earnings. At
our TP, the valuations will be at a premium to those accorded by us to TCS.
Looking at the potential downside, we maintain REDUCE. However, there
can be potential gains from Oracle's offer, if any, to buy-back shares and de-
list the company at a higher price. A delayed recovery / sharp deterioration
in user economies and a sharper-than-expected rupee appreciation are key
risks to our earnings estimates.

3QFY13 results

(Rs mns) 3QFY13 2QFY13 %  QoQ 3QFY12 % YoY

Revenues 8528 7935 7.5 8159 4.5

Expenditure 5733 5786 5312

EBIDTA 2795 2149 30.1 2847 -1.8

Depreciation 123 142 135

EBIT 2672 2007 33.1 2712 -1.5

Interest 0 0 0

Other inc 1343 540 1588

PBT 4015 2547 57.6 4300 -6.6

Tax 1332 973 1443

PAT 2683 1574 70.5 2858 -6.1

Share of Pft / (loss) 0 0 0

Adjusted PAT 2683 1574 70.5 2858 -6.1

E.O items 0 0 -172

EPS (Rs) 32.0 18.8 34.0

Margins

OPM (%) 32.8 27.1 34.9

GPM(%) 31.3 25.3 33.2

NPM(%) 31.5 19.8 35.0

Source : Company

Summary table

(Rs mn) FY12 FY13E FY14E

Sales  31,467  35,906  40,483
Growth (%) 5.0 14.1 12.7
EBITDA  11,088  12,636  13,865
EBITDA margin (%)  35.2  35.2  34.2
PBT  14,169  16,359  16,590
Net profit  9,093  10,989  11,712
EPS (Rs)  108.3  130.9  139.5
Growth (%)  (18.1)  20.9  6.6
CEPS (Rs)  113.6  137.3  146.4
BV (Rs/share)  754.4  878.0  1,009.2
Dividend / share (Rs)  6.0  7.0  8.0
ROE (%)  16.7  16.0  14.8
ROCE (%)  25.3  23.8  20.9
Net cash (debt)  38,117  47,016  56,155
NW Capital (Days)  88.8  87.7  85.7
P/E (x)  28.1  23.2  21.8
P/BV (x)  4.0  3.5  3.0
EV/Sales (x)  6.9  5.8  4.9
EV/EBITDA (x)  19.6  16.5  14.3

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Dipen Shah
dipen.shah@kotak.com
+91 22 6621 6301

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been pre-
pared by the Private Client Group. The views and opinions expressed in this document may or may not match or may be contrary with the views,
estimates, rating, target price of the Institutional Equities Research Group of Kotak Securities Limited.
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Product revenues grew by 3% YoY…
 Product revenues rose by 3% YoY. This was almost in line with our estimates.

Within this, license revenues also grew by 3% YoY.

 On a QoQ basis, product revenues grew by 7%. License revenues grew strongly
at 78% QoQ. But, we note that, the product revenues, especially license fees,
have been volatile on a sequential basis. Hence, we feel that, this performance
may not be repeated every quarter.

 Implementation revenues fell by 4% YoY but the AMC revenues were up by
17% over the period.

 AMC revenues formed about 34% of the overall product revenues during the
quarter.

 The consistent rise in AMC revenues YoY is a positive as they are a stable source
of revenues and may reduce the volatility in the overall product revenues of the
company.

 A few companies have indicated that, stability and growth are coming back to
the BFSI segment. There are also indications that, decisions are being made on
spending towards discretionary initiatives.

 However, we understand that, several decisions are being delayed also to take
into account the constantly changing macro-economic scene. If the decision -
making picks up further, especially for discretionary spends, it will bode well for
Oracle.

 We note that, license revenues (and hence, the product revenues as a whole)
are very volatile in nature. These revenues vary based on completion of large
product implementations and can fluctuate widely.

 OFSS is also consolidating its operations in order to create a more customer-fo-
cused organization. It has invested towards initiatives to win direct business as
well as through the partner ecosystem. Oracle added 11 (14 in 2Q) customers for
its products business.

…and services revenues by 12% QoQ
 One of the surprising parts of Oracle's revenues has been the volatile services

revenues. Services revenues rose by 12% QoQ after falling 15% QoQ in 2Q. In
1Q, these revenues had grown by 27% QoQ. Oracle attributes this to the project-
based nature of the business.

 The number of employees in the services business fell once again. Services em-
ployee strength has been moderating for the past few quarters (except 2Q).

 We believe that, the consistent reduction in employees over the past few quar-
ters could be due to the higher focus of the company on its products business
and lack of scale up in the services business.

EBIT margins
 On an overall basis, margins were higher by 600bps on a QoQ basis. However,

on a YoY basis, they fell by 190bps. In 2Q, margins were lower YoY and QoQ.

 The YoY fall came on the back of lower profitability in the product revenues. The
margins in products business fell by about 490bps YoY, likely due to higher S&M
spends.

 License revenues formed about 10% of product revenues in 3Q, similar to that in
3QFY12.

 Oracle's margins in the services business have been surprisingly erratic, making it
difficult to estimates the future trend. In 3Q, margins were up by 340bps YoY
and 15.1ppt QoQ.

 We believe that, a higher proportion of license revenues will be a key determi-
nant of margins going forward.
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We maintain REDUCE on Oracle
Financial Services with a price

target of Rs.2744

Seeing more orders from fast-growing economies
 We understand that, the pipeline is generally better across companies as com-

pared to what it was same period last year.

 While the pipeline is good across geographies, OFSL has seen good order flows
from economies (eg. Mongolia), which are relatively small but potentially fast
growing.

 We would like to see more of the pipeline getting converted into firm orders.

 The license bookings in 3Q were higher as compared to 2Q, reflecting possible
improvement in macro scene.

Order bookings higher after two successive quarters of fall
 Oracle booked new license orders worth $13mn ($8.3mn) during 3Q, after two

successive quarters of de-growth.

 Order bookings were $19mn in 1Q and to that extent, the 3Q bookings are still
much lower compared to 1Q.

 With about $12mn worth of execution, the tank size increased to around
$107mn, we understand.

 While there has been an increase in order bookings, we believe the quantum of
increase is small. We need to watch the order bookings closely and only further
strength in the medium term will add to our confidence.

 However, we understand that, the volatile nature of the business may result in
lower bookings in any quarter.

Financial projections and Recommendation
 We have made changes to our FY13 and FY14 estimates. We expect the rupee

to average 54 / USD in FY13 and 52.5 / USD in FY14.

 We expect product revenues to grow by 17% in FY13 and 14% in FY14. Services
revenues are expected to grow by 4% in FY13 and 10% in FY14.

 EBIT margins are expected to fall marginally YoY in both fiscals, largely due to
salary hikes, increase in business acquisition initiatives and expected rupee ap-
preciation in FY14.

 Consequently, PAT is expected to rise by about 21% in FY13E and 7% in FY14,
leading to an EPS of Rs.139.5 in FY14.

Recommendation
 We see the Oracle relationship as a key differentiator for OFSL and believe this

could open up significant business opportunities for the company in addition to
having endowed it with an MNC parentage.

 The stock has moved up in the past few months on expectations of a de-listing
open offer from the parent. The valuations are, thus, not undemanding now.

 Thus, we maintain REDEUCE with a PT of Rs.2744 (Rs.2662 earlier). At our TP,
the stock will quote at about 20x FY14 earnings estimates, higher than the valu-
ations accorded by us to TCS.

 We note that, the quarterly earnings are very volatile and may surprise on either
side.

 An open offer at a higher price by Oracle, if any, with a view to increase its
stake further and de-list the stock from the bourses, will be an upside trigger.

Risks
 A delayed recovery / sharp deterioration in major user economies may impact

our projections.

 A sharp acceleration in the rupee beyond our estimates may impact our earnings
estimates for the company.
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VOLTAMP LTD

PRICE: RS.379 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.430 FY14E P/E: 12.5X

Voltamp numbers are in line with our expectations. It appears that the
downtrend in EBITDA margin may be stabilizing (EBITDA margins up 190 bps
qoq). Having said that, the Transformer manufacturing sector continues to
reel under over-supply pressure. There has been no visible improvement in
the demand scenario. Given this, we maintain our negative stance on the
industry but in view of the correction in stock price, upgrade our rating to
Accumulate.

Risk: Early reversal in industrial downturn

Quarterly performance

(Rs mn) Q3FY13 Q3FY12 YoY (%) 9MFY13 9MFY12 YoY (%)

Gross sales 1429 1620 -12 3743 4185 -11

Excise 128 165 -23 338 433 -22

Net Sales / Income from Opns 1301 1455 -11 3405 3752 -9

Consumption of Raw Materials 1047 1338 -22 2727 3283 -17

Staff Cost 45 46 -3 140 137 2

Other Expenditure 125 31 306 364 78 366

Operating Expenditures 1216 1415 -14 3230 3498 -8

PBDIT 85 40 111 175 254 -31

Depreciation 20 20 -2 57 61 -7

Other Income 40 30 31 135 125 8

EBIT 105 51 107 253 318 -20

Interest & Finance Charges 1.5 2.2 -30 4 5 -19

Profit / (Loss) before tax 104 49 114 249 313 -21

Tax provision 30 13 128 69 90 -24

Profit / (Loss) after tax 74 36 108 180 223 -19

EPS (Rs)  7.34  3.53 108 18 22 -19

Ratios

Excise rate (%) 8.9 10.2 9.0 10.3

EBITDA (%) 6.5 2.8 5.1 6.8

Raw material cost to sales (%) 80.4 92.0 80.1 87.5

Other exp to sales (%) 9.6 2.1 10.7 2.1

Tax rate % 28.6 26.7 27.7 28.8

Source: Company

Reported numbers vs our estimates

(Rs mn) Q3FY13 Q3FY12 YoY (%) Q3FY13 Est Chg (%)

Revenue 1301 1455 -11 1148 13.4

EBITDA (%) 6.5% 2.8% 136 6.60% -0.

PAT 74 36 108 69 7.5

Source: Company

Some respite from margin pressure
 Net sales declined moderately by 12% yoy, attributed mainly to the sectoral is-

sues pertaining slowdown in project investment, deteriorating credit quality of cli-
ent segment, and unremunerative product prices.

Summary table

(Rs mn) FY12 FY13E FY14E

Sales 5698 5093 5347
Growth (%) 8 -11 5
EBITDA 418 297 397
EBITDA margin (%) 7.3 5.8 7.4
PBT 485 388 437
Net profit 333 272 306
EPS (Rs) 33 27 30
Growth (%)  (36)  (18)  13
CEPS (Rs) 41 35 41
BV (Rs/share) 381 402 427
Dividend / share (Rs) 9 5 5
ROE (%)  9  7  7
ROCE (%)  9  7  7
Net cash (debt) 46 245 400
NW Capital (Days)  145  139  139
EV/Sales (x) 0.5 0.4 0.4
EV/EBITDA (x) 6.4 7.3 5.0
P/E (x) 11.5 14.1 12.5
P/Cash Earnings 9.2 10.9 9.3
P/BV (x) 1.0 0.9 0.9

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Sanjeev Zarbade
sanjeev.zarbade@kotak.com
+91 22 6621 6305
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 The slowdown in revenues has not come as a surprise as the management has
been upfront in highlighting these issues.

 Copper prices have been largely range bound. On a yoy basis, copper price on
INR terms is up 12%.

 The company mainly serves the non-utility sector (industrial sector) wherein the
capex trend has remained weak. Thus, while orders are available in the market,
the credit terms and risks associated with taking such orders has increased.
Given this, the company has been selectively taking orders to protect margins.

 Volumes sold in MVA terms was 1900 MVA vs 2431 MVA in Q3FY12. Gross
realisation per MVA stood at Rs 0.75 mn/MVA vs Rs 0.66 mn per MVA in
Q3FY12.

 EBITDA margin expanded 370 bps to 6.5% in the quarter, in line with our expec-
tations.

 EBITDA margins have been volatile in the recent past and have been trending
lower. As orders slowed down from the utility and private sector space, estab-
lished players have increased their presence in the company's traditional market
segment (sub 132 KV transformers). This is resulting in erosion in margins. The
company also needs to balance cash recoverability vs revenue growth while ac-
cepting orders.

 Order backlog stands at Rs 3.97 bn vs Rs 4.29 bn in Q3 FY12. Order backlog has
remained flat for past several quarters.

 The company remains debt free and has sizeable investments worth ~ Rs 1.8 bn
in treasury instruments.

 Receivables stood at Rs 1.27 bn as of 9MFY13, implying 86 days of trailing rev-
enues.

 It is creditable that despite the prolonged downcycle for the industry, the com-
pany has managed to preserve its balance sheet quality.

 The company has undertaken routine capex as there is adequate headroom in
capacity utilisation.

 The management remains negative on the demand outlook and expects the sub-
dued demand conditions to continue in the foreseeable future. In this scenario,
the company's focus remains on profit and cash preservation, which is the right
approach in our view.

Industry Scenario
 The Electrical Equipment industry recorded negative growth in H1FY13.

 Even as existing capacity is struggling to be utilized, Chinese players are entering
the market by establishing large capacities.

 Imports of electrical equipment in the country have assumed very critical propor-
tions and now account for 43% of the market for electrical equipment in India.
This is despite there being significant domestic overcapacity." (Source - IEEMA).

 On a brighter note, Energy Meter sales have picked up mainly for Poly-phase
Meters due to improved off-take by utilities, SEBs, private distribution companies
etc. mainly under R-APDRP scheme.

Valuation
The Voltamp stock is currently trading at 14.1x and 12.5x FY13 and FY14 earnings
respectively. We have been negative on the transformer business. However, in view
of fall in stock price since our previous update, we revise rating to ACCUMULATE
revised target price of Rs 430 (Prior Rs 455) as against REDUCE earlier.

We recommend
ACCUMULATE on Voltamp

with a price target of Rs.430
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JAIPRAKASH ASSOCIATES LTD

PRICE: RS.72 RECOMMENDATION: BUY
TARGET PRICE: RS.94 FY14E P/E: 23.2X

 Revenues of the company in Q3FY13 came better than our estimates led
by better than expected revenues from the real estate division. Company
has demerged the south and west cement plants and transferred it to
Jaypee Cement Corporation Ltd so correspondingly it has restated
financials of Q3FY12.

 Operating margins in Q3FY13 declined to 22.4% for Q3FY13 as against
28.7% for Q3FY12 and was impacted by sharp increase in costs for ce-
ment division and also fall in cement realizations during the quarter.

 Net profit for the quarter was slightly lower than our estimates and im-
pacted by lower margins and higher interest outgo.

 At current price of Rs 72, stock is trading at 25.3x and 23.2x P/E and 11x
and 11.4x EV/EBITDA on FY13 and FY14 estimates respectively. We tweak
our estimates to factor in higher revenues from the real estate segment,
relatively lower volumes for cement division and improved margins for
construction division. Due to adequate upside from the current levels,
we now upgrade the stock to BUY from ACCUMULATE earlier with a re-
vised price target of Rs 94 on FY14 estimates (Rs 98 earlier).

Financial highlights

(Rs mn) Q3FY13 Q3FY12(Restated) YoY (%)

Net sales 33984 29470 15

Expenditure 26359 21024 25

EBITDA 7625 8446 -10

EBITDA margin 22.4% 28.7%

Depreciation 1813 1650.2

EBIT 5813 6796 -14

Interest 5327 4414.6

EBT(exc other income) 486 2381 -80

Other income 1176 1552.7

Prior period adjustment 8 16.3

EBT 1670 3950 -58

Tax 561 852.3

Tax % 33.6% 21.6%

Profit after tax 1109 3098 -64

Core business PAT 1109 3098 -64

Equity capital 4309.8 4252.9

Core EPS 0.5 1.5

Source: Company

Revenues better than our estimates
 Revenues of the company in Q3FY13 came better than our estimates led by bet-

ter than expected revenues from the real estate division. Company has
demerged the south and west cement plants and transferred it to Jaypee Ce-
ment Corporation Ltd so correspondingly it has restated financials of Q3FY12.
Thus on restated financials, revenues reported a growth of 15%.

Summary table

(Rs mn) FY12 FY13E FY14E

Sales  127,429  134,022  141,349
Growth (%) -2 5 5
EBITDA  33,294  32,907  32,315
EBITDA margin (%) 26.1 24.6 22.9
PBT  13,143  9,429  10,319
Adj net profit  10,264  6,223  6,811
EPS (Rs)  4.8  2.8  3.1
Growth (%)  57.4  (41.1)  9.4
CEPS (Rs)  7.7  6.0  6.5
BV per share (Rs)  57.9  60.9  63.4
Dividend / share (Rs)  0.5  0.5  0.5
ROE (%)  9.5  4.9  5.0
ROCE (%)  9.6  8.4  7.8
Net cash /(debt)  (200,165) (203,284) (209,562)
NW capital (days)  142.2  165.0  155.0
P/E (x)  14.9  25.3  23.2
EV/EBITDA (x)  10.6  11.0  11.4
EV/Sales (x)  2.8  2.7  2.6
P/BV (x)  1.2  1.2  1.1

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302

Dipen Shah holding 150 shares
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 Cement division performance: Cement volumes for Q3FY13 stood at 3.74MT
as against restated volumes of 3.43 MT for Q3FY12. Cement realizations stand
at Rs 3943 per tonne as against Rs 4019 per tonne in Q3FY12. Sequentially also,
there is a decline in cement realizations as it stood at Rs 4287 per tonne during
Q2FY13. This was mainly led by fall in the cement prices during Nov-Dec, 2012
led by poor demand offtake. Company plans to commission another 2.6MT in
North India (JP Super Dalla and Churk) by Q4FY13 now, thereby taking its total
capacity to nearly 35.9 MT. Post demerger of cement assets, cement capacity in
standalone company would be 25MT approximately. We tweak our cement vol-
umes estimates and expect it to be 15.5 MT and 18 MT for FY13 and FY14 re-
spectively.

 Construction division performance: Construction division revenues during
Q3FY13 were in line with our estimates led by execution of power projects as
well as Noida land parcel. Since major proportion of construction revenues in the
current quarter have come from real estate projects, margins in EPC are also
higher. Construction revenue growth from now on would be led mainly by ex-
ecution of Bina, Nigrei and Bara thermal power project and execution of hydro-
electric project related work in Bhutan. First unit of Bina thermal power project
has already commissioned and we expect second unit of Bina thermal power
project to commission by March, 2013. Nigrei Thermal power plant is expected
to commission by March, 2014. We tweak our estimates for construction division
revenues and expect revenue to be around Rs 53 bn for FY13 and decline to Rs
49 bn for FY14.

 Real estate division revenues reported a sharp jump to Rs 6.1 bn during Q3FY13
as against Rs 3.1 bn during Q3FY12. This was due to sharp increase in revenue
booking from its projects. During the current fiscal till Dec,12, company has sold
nearly 11.76 mn sq ft including 0.13 mn sq ft from JAL-Greater Noida, 1.22 mn
sq ft from JAL-Noida, 6.72 mn sq ft form JIL, 0.19 mn sq ft from JPSI and 3.5 mn
sq ft from JPSI plots.

 Post tweaking our estimates, we expect revenues to grow at a CAGR of 5.3%
between FY12-FY14.

Operating margins impacted by cement price declines during the
quarter
 Operating margins in Q3FY13 declined to 22.4% for Q3FY13 as against 28.7%

for Q3FY12 and was impacted by sharp increase in costs for cement division and
also fall in cement realizations during the quarter.

 EBIT margins in cement division stood at 8% translating into EBITDA margin of
12.3% for Q3FY13. Cement EBITDA per tonne declined sequentially and stood
at Rs 484 per tonne as against Rs 800 per tonne in Q1FY13 and Rs 610 per tonne
in Q2FY13. Margins remained under pressure due to sharp increase in overall
cost of manufacturing cement coupled with decline in cement realizations. Con-
struction division EBIT margins stood at 22.7% and EBITDA margins stood at
34.3% for Q3FY13. This was mainly due to higher margins in real estate EPC.
EBITDA margins for 9MFY13 for construction division currently stand at 30%.
Going forward also, company expects EPC margins to remain high since execu-
tion will ramp up from the hydro power project based in Bhutan. We thus tweak
our estimates and expect construction division EBITDA margins 28% and 21%
for FY13 and FY14 respectively.

 We thus expect operating margins of 24.6% and 22.9% for FY13 and FY14 re-
spectively.
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Net profit growth impacted by decline in margin
 Net profit for the quarter was slightly lower than our estimates and impacted by

lower margins and higher interest outgo.

 During Q4FY13, company also raised money through a QIP issue of $100 mn at
Rs 83 per share for meeting the working capital requirements. This resulted in an
additional issue of 63.8 mn shares.

 We marginally revise our estimates and thus expect net profits of Rs 6.2 bn and
Rs 6.8 bn for Fy13 and FY14 respectively.

Valuation and recommendation
 At current price of Rs 72, stock is trading at 25.3x and 23.2x P/E and 11x and

11.4x EV/EBITDA on FY13 and FY14 estimates respectively.

 We tweak our estimates to factor in higher revenues from the real estate seg-
ment, relatively lower volumes for cement division and improved margins for
construction division.

 Due to adequate upside from the current levels, we now upgrade the stock to
BUY from ACCUMULATE earlier with a revised price target of Rs 94 on FY14
estimates (Rs 98 earlier).

Sum of the parts valuation

SOTP FY14 Price per share Rationale

Core business

Construction  61,628  28  At 6x EV/EBITDA

Cement  175,500  80  At $130/tonne for cement, inline with peers

Jaypee greens  9,757  4  NPV of land bank

Hotels  3,246  1  6x EV/EBITDA at a discount to peers

Less net debt(FY14)  209,562  96

Core business valuation  40,569  19  -

JCCL valuation  42,540  19  At $125/tonne for cement, inline with peers

JPVL valuation  52,898  24 At 10% discount to the market price

Karwam Wangtoo valuation (44%stake)  12,883  6

Power assets valuation  30

Real estate valuation  45,738  21 At 10% discount to the market price

Treasury share  12,326  6 At 10% discount to the market price

Total  98,634  94

Source: Kotak Securities - Private Client Research

We recommend BUY on
Jaiprakash Associates with a

price target of Rs.94
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PUNJ LLOYD LTD

PRICE: RS.49 RECOMMENDATION: REDUCE
TARGET PRICE: RS.46 FY14E P/E: 9.0X

 Revenues of Punj Lloyd for Q3FY13 reported a growth of 3% YoY on con-
solidated basis as against same period last year and stood lower than
our expectation. This was on account of delays in payments from the cli-
ents.

 Operating margins have witnessed an improvement on yearly basis but
stood lower than our expectations due to high overhead costs.

 Company's profitability continued to remain impacted by steep increase
in interest outgo on account of higher working capital loans and capex
requirements. It was boosted in the current quarter by higher other in-
come which includes forex gain and also due to improvement in income
from associates.

 At current price of Rs 49, stock is trading at 9x P/E and 7x EV/EBITDA on
FY14 estimates. We tweak our FY13 estimates downwards to factor in
lower revenue booking for the company and arrive at a revised price tar-
get of Rs 46 at 8.5 x FY14 estimated earnings. (Rs 49 earlier). We continue
to maintain REDUCE recommendation on the stock.

Consolidated financials

(Rs mn) Q3FY13 Q3FY12 YoY %

Net Sales 27753 26944 3%

Expenditure 25899 26870

EBITDA 1854 75 2382%

EBITDA margins 6.7% 0.3%

Depreciation 881 892

EBIT 973 -817 -219%

Interest 1983 1372

EBT(exc other income) -1010 -2189

Other Income 1085 3262

EBT 75 1073 -93%

Exceptional items 0 0

Provision for Taxation 84 326 -74%

Tax rate(%) 111.7% 30.4%

Other Provisions 0

PAT -9 747

Share of profits of assoc/minority 97 -43

Adjusted net profit 88 703 -88%

NPM (%) 0.3% 2.6%

Paid-up Equity Share Capital 664.2 664.2

EPS (Rs) 0.3 2.1

Source: Company

Summary table

(Rs mn) FY12 FY13E FY14E

Sales  103,129  118,599  136,388
Growth (%) 31 15 15
EBITDA  6,532  9,606  11,047
EBITDA margin (%) 6.3 8.1 8.1
PBT  1,931  1,343  2,197
Net profit  918  454  1,806
EPS (Rs)  2.8  1.4  5.4
Growth (%) -280 -51 298
CEPS (Rs)  11.8  12.0  16.1
BV (Rs/share)  92.3  93.4  98.7
Dividend / share (Rs)  0.17  0.17  0.17
ROE (%)  3.0  1.5  5.7
ROCE (%)  10.1  10.0  10.3
Net cash (debt)  (54,543) (57,656) (60,975)
NW Capital (Days)  213  198  188
P/E (x)  17.7  35.9  9.0
P/BV (x)  0.5  0.5  0.5
EV/Sales (x)  0.7  0.6  0.6
EV/EBITDA (x)  10.8  7.7  7.0

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302
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Revenue growth witnessing an improvement led by strong order
book
 Revenues of Punj Lloyd for Q3FY13 reported a growth of 3% YoY on consoli-

dated basis as against same period last year and stood lower than our expecta-
tion. This was on account of delays in payments from the clients.

 Order inflow for the company during current fiscal till Dec, 12 stood at nearly Rs
53 bn and current order book of company stands at Rs 236.9 bn. This has contin-
ued to decline on sequential basis. Current order book of company is diversified
across pipelines (15%), tankage (5%), infrastructure (40%), process (26%),
power (11%) and offshore(4%). Revenues in 9MFY13 were diversified across
pipelines (28%), infrastructure (22%), process (19%), power (12%), tankage
(8%) and offshore (10%).

 Company had commenced work in Libya during Q1FY13 itself with upstream
drilling operations already got started and it is in continuous talks with the Libyan
government for recovery of its outstanding claims as well as renegotiation of the
contract.

 For ONGC Heera redevelopment project, company's dispute is now being re-
ferred to Outside Expert Committee (OEC) and it expects all hearings associated
with the dispute to get over by April, 2013 and it expects the matter to be sorted
by June-July, 2013. Thus, as of now auditor comments continue to remain for
ONGC Heera redevelopment project. Punj Lloyd had accounted revenues worth
nearly Rs 2.43 bn which were not recognized by the client and liquidated dam-
ages of Rs 70 mn.

 Company is optimistic about the order inflow scenario from Middle - East and
South-East Asia mainly in the oil and gas and social infrastructure. Due to high
competitive intensity in the Indian market and pending receivables of nearly Rs
20 bn from the Indian clients, company is maintaining a cautious approach in
bidding for projects domestically.

 We tweak our estimates and expect revenues to grow at a CAGR of 15% be-
tween FY12-FY14.

Order book break up Q3FY13 (%)

Source: Company

Revenue break up (%)

Source: Company
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Operating margins lower than our estimates
 Operating margins have witnessed an improvement on yearly basis but stood

lower than our expectations due to high overhead costs.

 We continue to maintain our estimates and expect full year operating margins of
8.1% going forward.

Net profit continues to remain impacted by high cost debt
 Company's profitability continued to remain impacted by steep increase in inter-

est outgo on account of higher working capital loans and capex requirements.

 It was boosted in the current quarter by higher other income which includes forex
gain of Rs 700 mn and also due to improvement in income from associates

 Punj Lloyds Indonesian subsidiary also continues to make losses due to cost over-
runs and delays in completion of project. It was executing offshore projects worth
Rs 3.5 bn ($70 mn ) and has incurred an overall loss of Rs 1.7 bn in 9MFY13 due
to delays and changes in regulation from the Indonesian Government which re-
sulted in significantly higher costs. These projects have been completed and de-
livered to the client but company is yet to receive final claims of $6 mn.

 Borrowings requirements are likely to remain high going forward also for the
company for its development projects as well as construction working capital re-
quirements. Though company intends to reduce overall borrowings going forward
by either selling non-core assets or by converting high cost debt to low cost for-
eign debt, but till now significant progress has not been made by the company.

 We tweak our estimates and expect net profits of Rs 454 mn and Rs 1807 mn for
FY13 and FY14 respectively.

Valuation and recommendation
 At current price of Rs 49, stock is trading at 9x P/E and 7x EV/EBITDA on FY14

estimates.

 We tweak our FY13 estimates downwards to factor in lower revenue booking for
the company and arrive at a revised price target of Rs 46 at 8.5 x FY14 esti-
mated earnings. (Rs 49 earlier).

 We continue to maintain REDUCE recommendation on the stock.

We recommend REDUCE on
Punj Lloyd with a price target

of Rs.46
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PRATIBHA INDUSTRIES LTD

PRICE: RS.44 RECOMMENDATION: BUY
TARGET PRICE: RS.64 FY14E P/E: 3.8X

Result highlights: Pratibha industries revenue growth for Q3FY13 was lower
than our estimates but sharp jump in operating margins resulted in net
profits coming in line with our estimates. Though order book continues to
remain strong but order inflow has slowed down sharply for the company.
We expect revenue growth to cover up in the coming quarters and based on
attractive valuations, we continue to maintain BUY recommendation on the
stock.

 Revenues of the company reported a decline of 10% YoY for Q3FY13, lower
than our estimates. This would be mainly on account of lower revenue booking
in the current quarter.

 Operating margins jumped to 17% as against our expectation of 13%. Company
expects to maintain margins between 13-14% going forward.

 Net profits were boosted by higher than expected other income and better than
expected margins and reported a growth of 30% YoY for Q3FY13.

 At current price of Rs 44, stock is trading at 4.6x and 3.8x P/E and 5.0x and 4.4x
EV/EBITDA for FY13 and FY14 respectively. We continue to maintain BUY on the
stock with a price target of Rs 64 on FY14 estimates. We would be speaking to
the management in their conference call next week and would come out with
revision if required.

Financial highlights- Consolidated results

Q3FY13 Q3FY12 YoY (%)

Net Sales 4,048.6 4,508 -10.2%

Expenditure 3,355 3,943 -14.9%

Raw material 2,790 3,189

As a % of net sales 69% 71%

Employee cost 296 312

As a % of net sales 7% 7%

Other expenditure 269 442

As a % of net sales 7% 10%

EBITDA 693 564 22.9%

EBITDA margin 17% 13%

Depreciation 77 55

EBIT 616 509 21.1%

Interest 324 300

PBT(exc other income) 292 209 39.7%

Other Income 49 57

PBT 341 266 28.1%

Tax 93 75

Tax (%) 27% 28%

PAT 248 191 29.9%

NPM% 6.1% 4.2%

No. of shares 101.06 99.43

EPS (Rs) 2.45 1.92

Source: Company

Summary table

(Rs mn) FY12 FY13E FY14E

Sales  16,646  23,305  29,131
Growth (%) 31% 40.0% 25.0%
EBITDA  2,181  3,146  3,933
EBITDA margin (%) 13.1% 13.5% 13.5%
PBT  1,106  1,291  1,578
Net profit  811  946  1,157
EPS (Rs)  8.2  9.5  11.6
Growth (%) 14% 16.7% 22.2%
CEPS(Rs)  10.4  12.5  15.9
Book value(Rs/share)  54.6  63.4  74.3
DPS (Rs)  0.6  0.6  0.6
ROE (%)  16.0  16.1  16.9
ROCE (%)  17.1  18.3  18.4
Net debt  7,791  11,413  12,956
NW capital(days)  118.0  121.0  111.0
P/E (x)  5.4  4.6  3.8
P/BV (x)  0.8  0.7  0.6
EV/Sales (x)  0.7  0.7  0.6
EV/EBITDA (x)  5.6  5.0  4.4

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302
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Revenue growth lower than our estimates
 Revenues of the company reported a decline of 10% YoY for Q3FY13, lower

than our estimates. This would be mainly on account of lower revenue booking
in the current quarter.

 Current order book of company stands at nearly Rs 57 bn diversified across build-
ings, water supply and urban infra. Though order inflow for the company stood
better than its peers in terms of large sized order wins from Delhi Metro project
but execution has failed to ramp in line with our expectations. Along with this, fi-
nalization of new orders is taking longer than expected since company was L1 in
Rs 15 bn worth of new orders out of which Rs 11 bn was expected to come from
a repeat order from Delhi Metro. These L1 projects have still not been finalized.

 We would be speaking to the management regarding shortfall in the revenues in
the current quarter next week. Till then we continue to maintain our estimates
and expect revenues to grow at a CAGR of 32% between FY12-FY14.

Operation margins much ahead of our estimates
 Operating margins jumped to 17% as against our expectation of 13%. Steep

increase in operating margins has covered up for the shortfall in the revenues in
the current quarter.

 We continue to maintain our estimates and expect margins to be 13.5% for the
company going forward.

Net profits boosted by improvement in margins
 Net profits were boosted by higher than expected other income and better than

expected margins and reported a growth of 30% YoY for Q3FY13.

 Overall interest outgo for the company during 9MFY13 is lower than our esti-
mates but we expect borrowings to remain high in the near to medium term due
to its high capex and working capital requirements. Company would have to in-
cur a capex of Rs 1-1.5 bn in H2FY13 mainly for procuring tunnel boring ma-
chines and micro tunnelling machines for the Delhi Metro project.

 We maintain our estimates and expect net profits to grow a CAGR of 19.4%
between FY12-14.

Valuation and recommendation
 At current price of Rs 44, stock is trading at 4.6x and 3.8x P/E and 5.0x and 4.4x

EV/EBITDA for FY13 and FY14 respectively.

 We continue to maintain BUY on the stock with a price target of Rs 64 on FY14
estimates.

 We would be speaking to the management in their conference call next week
and would come out with revision if required.

We maintain BUY on Pratibha
Industries with a price target of

Rs.64
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ENIL
PRICE: RS.224 RECOMMENDATION: BUY
TARGET PRICE: RS.270 FY14E P/E: 17.3X

ENIL reported in-line 3QFY13 financials, with revenue growth of 15% (y/y)
and PAT growth of 4% (y/y). We continue to be positive on ENIL, on account
of: 1/its leading position in an industry that is likely to see significant
benefits from regulatory changes, 2/ potential for earnings surprise in
medium-term if advertising expenditures pick up, given high operating
leverage in the radio business . Post recent declines, the stock trades at
17.3x PER FY14E. Upgrade to BUY, with a target price of Rs 270 (unchanged).

Result Highlights
 ENIL reported in-line financials for 3QFY13. Net sales grew 15%, helped by

greater share of activation revenues in the quarter. Expenses, except for higher
administrative expenses (impact of provisioning for brand capital), were lower
than our estimates. EBITDA, Rs 302 mn, is in line with our estimates. On account
of lower effective tax rate, PAT came in modestly ahead of our estimates (+5%
vs est.).

Results Summary

Rs mn, FY Ends Mar 3QFY13 3QFY12 Grw, y/y 2QFY13 Grw, q/q

Net Sales 870.316 754 15% 753 16%

Other Operating Income 3.893 2 97% 18 -78%

Total Operating Income 874.209 756 16% 771 13%

Expenses: 573 446 28% 582 -2%

Production Expenses 42 38 13% 41 4%

License Fees 47 38 24% 43 10%

Employees cost 174 174 0% 178 -3%

Marketing Expenses 140 87 62% 142 -1%

Administration and Other Expenses 169 110 54% 177 -5%

EBITDA 302 310 -3% 189 59%

Margin 34.7% 41.1% -6.47ppt 24.5% 10.12ppt

Depreciation 26 30 -14% 24 8%

Amortisation 55 52 6% 55 0%

EBIT 221 228 -3% 110 100%

Other Income 37 25 49% 34 8%

Interest (net) 0 0 NM 0 NM

PBT (Pre-exc) 258 253 2% 145 78%

Exceptional Items

PBT Reported 258 253 2% 145 78%

Provision for Tax 70.7 71 -1% 42 70%

Effective Tax Rate 27.4% 28.1% -0.71ppt 28.7% -1.34ppt

PAT 187 182 3% 103 82%

Source: Company Reports

 As per management, radio continued to outperform other media vehicles in
terms of revenue growth in the quarter (likely growth of the industry in 3QFY13:
15%-18%). In the quarter, ENIL was also helped by stronger revenues from
Gujarat assembly elections . As per management, revenues from Gujarat were
25%-30% higher than they would have been except for the political advertising.
Growth in revenues was largely volume-led. ENIL managed to hold on to its pric-
ing, helped by the activation business of the company.

Summary table

(Rs mn) FY12 FY13E FY14E

Sales  3,014  3,255  3,646
Growth (%) 10.6 8.0 12.0
EBITDA  1,007  981  1,060
EBITDA margin (%)  33.4  30.1  29.1
PBT  797  837  915
Net profit  565  561  613
EPS (Rs)  11.9  11.8  12.9
Growth (%)  43.0  (0.8)  9.4
CEPS (Rs)  18.7  18.6  19.7
BV (Rs/share)  92.3  104.1  117.0
Dividend / share (Rs)  -  -  -
ROE (%)  13.7  12.0  11.6
ROCE (%)  13.4  11.8  11.6
Net cash (debt)  2,213  2,696  3,342
NW  Capital (Days) 79 82 82
P/E (x)  18.8  19.0  17.3
P/BV (x)  2.4  2.1  1.9
EV/Sales (x)  2.8  2.4  2.0
EV/EBITDA (x)  8.4  8.1  6.9

Source: Company, Kotak Securities - Private
Client Research
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 Marketing expenses rose 62% y/y, on account of higher revenues from activa-
tions in the quarter.  Administrative and other expenses rose 54% y/y (or Rs
59mn), largely on account of one-time benefits coming into 3QFY12 (write-backs
of provisions), and charge of Rs 10.6 mn on the same account in this quarter
(swing of Rs 44.5 mn in total).

 Provision for tax was lower in the quarter on account of deferred tax credit of Rs
18 mn, which resulted in PAT coming in higher than our estimates.

 The company has informed that its Delhi station was down for five days follow-
ing a fire accident in the period, which affected several stations (other than Ra-
dio Mirchi) in Delhi. The station is one of the more significant stations of the
company (in our estimate, could account for 10%-15% of revenues). As such,
the fourth quarter financials shall be adversely impacted. We believe the brand
equity of the company shall not have been affected by the accident, and the
viewership shall return to normal.

 ENIL closed the quarter with Rs 2847 mn in cash, with cash accruals of Rs 133
mn in the quarter.

Outlook
 The company has stated that Phase- 3 auctions can be expected soon (expected

in a matter of weeks now), and that the government has said that Phase - 3
auctions are a number one priority for the government.

 In addition to Phase-3 auctions, the industry may also receive a boost from ac-
ceptance of a proposal to halve the separation between frequencies of FM radio.
We believe that along with the reforms in Phase -3 the same has potential to be
a game-changer for the radio industry (please refer to our update dated 7 Jan
2013 for details on the same). As per company, the government may initially at-
tempt the reduction of frequencies in four-five top cities.

 We continue to hold a constructive stance on ENIL on account of: 1/ our positive
view on the radio industry, given regulatory changes underway, 2/ ENIL's lead
position in the radio industry and strong track record of profitability, and strong
balance sheet which would enable the company to exploit opportunities pre-
sented by regulatory changes that are underway.

 At 17.3 PER FY14E, we believe that potential positives from regulatory changes
are not priced in. We believe that the company shall continue to be the most
significant broadcasting network in the medium-term. Being a pure-play radio
company, and given high operating leverage in the radio business, ENIL is also a
play on potential uptick in advertising expenditures. The growth in Gujarat in the
quarter is an indication that radio is emerging as a serious contender for political
advertising. As such, the industry has an additional factor that will enable
outperformance over other media verticals in the coming year. The stock has de-
clined 10% since our last update (we believe, on account of uncertainty in Phase
- 3 auctions and perhaps, to some extent, on account of adverse developments
in Delhi), and carries an upside of 20% (CMP versus target price of Rs 270). We
upgrade ENIL to BUY.

We recommend BUY on ENIL
with a price target of Rs.270
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Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been pre-
pared by the Private Client Group. The views and opinions expressed in this document may or may not match or may be contrary with the views,
estimates, rating, target price of the Institutional Equities Research Group of Kotak Securities Limited.

OIL INDIA LIMITED (OINL)
PRICE: RS.533 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.560 FY14E P/E: 7.2X

 In Q3FY13, Oil India Ltd. has reported a marginal drop in the PAT mainly
on account of 1). Higher other expenditure, employee cost & Cess rate,
and 2). Lower other income (down by 6.0% QoQ). Both crude oil and gas
sales volume is down but partly compensated by lower subsidy burden.
LPG sale volume and realization has improved significantly.

 Production of heavy oil from Venezuela fields has commissioned from
27th Dec 2012. It is expected to achieve a target of around 90,000 barrels
per day under the accelerated early production plan by the end of 2015.

 We expect OINL to report an EPS of Rs. 62.9 FY13E and Rs.74.1 FY14E.
There are few key triggers for the stock which can come in the union
budget such as 1). Re-imposition of 5% custom duty on crude oil, 2).
Implement of the recommendation of the Rangarajan Committee on
higher domestic gas prices, lower under-recoveries, etc.

 On the basis of our estimates, the stock at current market price of Rs.533
is fairly valued at 7.2x P/E and 6.2x P/cash earnings on the basis of FY14E.
We recommend ACCUMULATE on OINL with a revised price target of
Rs.560 (earlier Rs.510).

Key Highlights
 In Gabon, where OIL India is the operator of the Shakthi block, drilling of second

exploratory well is in progress.

 In Q3FY13, the Company made two discoveries, one in the upper Assam basin
and other one is in Rajasthan (heavy oil in NELP block).

 In Q3FY13, OIL's net realized crude price was US$ 52.6/bbls versus US$ 52.5/
bbls in Q2FY13 and US$ 57.02/bbls in Q3FY12. In Q3FY13, OINL has shared a
subsidy burden of Rs.19.49 Bn which is lower on sequential basis. In Q3FY13,
OINL's share of upstream burden is 12.92% as against 13.76% in Q2FY13 this is
lower than our expectation. OIL's subsidy burden in Q3FY13 is US$ 56.1/bbls in
crude price oil equivalent terms versus US$53.1/bbl in Q3FY12 and US$56.1/bbls
in Q2FY13.

 OINL's LPG sales stood at 12,278 Ton in Q3FY13 higher by 7.3% QoQ and by
8.6% YoY.

 OINL's good reserve replacement ratio and high 2P & 3P reserves suggest that
OINL can continue to grow its volumes in the medium term.

Key risks and concers
 Uncertainty over under-recovery sharing could impact valuations.

 Nationalization of foreign assets (like in Venezuela) by the respective govern-
ment can significantly impact the valuations of the Company.

 Significant drop in crude prices and sharp rupee appreciation remains the key
downside risks to earnings.

 OINL has been producing oil from its Assam discoveries from last few decades
with recovery factor more than 50%. We believe incremental crude oil produc-
tion will be more expensive.

 OINL is initiating significant exploration activity in the NELP blocks, which in-
creases the risks of failures and hence material dry wells write-offs. This can im-
pact earnings and cash flows in the short-run.

 Any higher rate of royalty imposed by government of India.

Summary table

(Rs mn) FY12 FY13E FY14E

Net Sales 95,188 103,427 106,735
Growth (%) 18.9 8.7 3.2
EBIDTA 42,023 46,463 48,929
EBIDTA margin (%) 44.1 44.9 45.8
PBT 51,241 56,549 66,723
Net profit 34,692 37,786 44,572
EPS (Rs) 57.7 62.9 74.1
Growth (%) 20.3 8.9 18.0
CEPS (Rs) 165.7 72.3 86.1
BV (Rs/share) 295.1 655.6 703.7
DPS (Rs) 19.00 19.23 22.24
ROE (%) 20.0% 12.9% 10.7%
ROCE (%) 19.5% 12.9% 10.7%
Net Cash (Debt) 109,360 297,014 299,198
NW Capital (Days) 47.1 45.5 44.9
EV/Sales (x) 2.2 0.23 0.20
EV/EBIDTA (x) 5.0 0.5 0.4
P/E (x) 9.2 8.5 7.2
P/BV (x) 0.7 0.8 0.8
P/CEPS (X) 3.2 7.4 6.2

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE
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Quarterly Table

OIL India (Rs.mn) Dec-12 Dec-11 YoY (%) QoQ (%)

Gross Revenue before Subsidy sharing        43,624      42,269 3.2 (2.6)

Less: Subsidies        19,488      18,530 5.2 (6.2)

Net Sales/Income from ops        24,136      23,738 1.7 0.5

 Incr/(Decr) in stock              (63)               5 (1364.0) (145.2)

Total Expenditure        12,825        9,990 28.4 1.1

EBIDTA        11,248      13,753 (18.2) (2.0)

Depreciation+Depletion & Write-offs          2,224        3,125 (28.8) (13.1)

EBIT          9,024      10,629 (15.1) 1.2

Other income 4,889        4,517 8.2 (6.0)

Interest-net 1.3               6 (78.3) (18.8)

PBT        13,912      15,140 (8.1) (1.4)

Tax          4,509        5,000 (9.8) (1.3)

PAT          9,403      10,140 (7.3) (1.5)

Equity Capital 6,011 6,011 0.00 0.00

Basic EPS 15.6 16.9 (7.3) (1.5)

Margins Performance

EBITDA Margin 46.6 57.9 (11.3) (1.2)

EBIT Margin 37.4 44.8 (7.4) 0.3

Adj PAT Margin 39.0 42.7 (3.8) (0.8)

Other Income/PBT 35.1 29.8 5.3 (1.7)

Tax/PBT 32.4 33.0 (0.6) 0.1

Expenses (Rs. Mn)

staff costs 3,179 2,611 21.8 2.8

Statutory Levies 7,607 5,962 27.6 (2.6)

Other Expenditure 2,039 1,417 43.9 14.4

Total 12,825 9,990 28.38 1.11

Expenses Ratio (%)

Employee to Sales 13.21 11.00 2.21 0.40

Statutory Levies to VoP 31.60 25.11 6.49 (0.73)

Other Exp. to Sales 8.47 5.97 2.50 1.09

Source: Company
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Segment Revenue

Dec-12 Dec-11 YoY (%) QoQ (%)

Crude Oil + Condensate 19,813 20,014 (1.0) (0.3)

Natural Gas 3,946 3,657 7.9 (4.3)

LPG 364 132 176.2 75.5

Pipeline Transportation 993 828 19.9 10.5

Unallocated 3,909 3,624 7.9 (5.2)

Total 29,025 28,255 2.7 (0.7)

Segment EBIT (Adj for exceptional)

Crude Oil + Condensate 7,956 9,865 (19.4) (2.7)

Natural Gas 2,217 1,841 20.5 (3.0)

LPG 233 27 776.7 235.5

Pipeline Transportation 390 235 66.3 18.0

Unallocated 3,117 3,173 (1.8) (4.1)

Total 13,913 15,140 (8.1) (1.4)

Capital Employed (Rs. Mn)

Crude Oil + Condensate 30,853 28,515 8.2 12.5

Natural Gas 25,978 21,265 22.2 9.1

LPG 473 229 106.3 23.7

Pipeline Transportation 2,432 2,826 (14.0) (6.1)

Unallocated 145,725 126,219 15.5 2.7

Total 205,461 179,053 14.75 4.8

Source: Company

Segment ratios

Dec-12 Dec-11 YoY (%) QoQ (%)

EBIT Margin

Crude Oil + Condensate 40.2 49.3 (9.14) (1.00)

Natural Gas 56.2 50.3 5.86 0.74

LPG 64.0 20.2 43.85 30.54

Pipeline Transportation 39.3 28.3 10.99 2.49

Unallocated 79.7 87.5 (7.82) 0.86

EBIT/CE (%)

Crude Oil + Condensate 103.1 138 (35.2) (16.2)

Natural Gas 34.1 35 (0.5) (4.2)

LPG 197.1 46 150.7 124.4

Pipeline Transportation 64.2 33 31.0 13.1

Unallocated 8.6 10.1 (1.5) (0.6)

Total 27.1 33.82 (6.7) (1.7)

Segment Revenue Contribution (%)

Crude Oil + Condensate 68.3 70.8 (2.6) 0.3

Natural Gas 13.6 12.9 0.7 (0.5)

LPG 1.3 0.5 0.8 0.5

Pipeline Transportation 3.4 2.9 0.5 0.3

Unallocated 13.5 12.8 0.6 (0.6)

Segment EBIT Contribution

Crude Oil + Condensate 57.2 65.2 (8.0) (0.8)

Natural Gas 15.9 12.2 3.8 (0.3)

LPG 1.7 0.2 1.5 1.2

Pipeline Transportation 2.8 1.6 1.3 0.5

Unallocated 22.4 21.0 1.4 (0.6)

Source: Company
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Performance Analysis
We believe QoQ result comparison will give a better picture.

 Realization: In Q3FY13, OIL's net realized crude price was US$ 52.6/bbls versus
US$ 52.5/bbls in Q2FY13 and US$ 57.02/bbls in Q3FY12. OIL's subsidy burden in
Q3FY13 is Rs. 19.48 bn or US$56.0/bbl in crude price oil equivalent terms versus
crude price equivalent of US$ 53.1/bbl in Q3FY12 and US$ 56.1/bbl in Q2FY13.

 Oil and gas production and sales volumes: In Q3FY13, OINL has produced crude
oil and condensate of 0.921 MMT which is lower by 3.6% QoQ and by 4.86%
YoY. Natural gas production of 0.675 bcm is down by 2.32% QoQ and by 0.15%
YoY.

 In Q3FY13, OINL's crude oil sale is 0.924 MMT down by 2.3% YoY and by 0.6%
QoQ whereas gas sales stood at 0.536 bcm, lower by 1.5% YoY and by 2.2%
QoQ.

 OINL's LPG sales stood at 12,278 Ton in Q3FY13 higher by 7.3% QoQ and by
8.6% YoY.

 Top line lower than expectation: Net revenues for Q3FY13 were at Rs. 24.14 bn,
up by 1.7% YoY and by 0.5% QoQ. The top line is increased mainly due to 1)
Lower subsidy burden and 2). Higher pipeline transportation & LPG (both volume
and realization growth) segment revenue.

 Subsidy burden: In Q3FY13, OIL India shared Rs.19.49 Bn as subsidy burden
which is lower by 6.2% QoQ but higher by 5.2% YoY. OIL's share of under re-
covery is mainly to IOCL (Rs.9.0 Bn) and BPCL (Rs.10.48 Bn). Among upstream
companies, OIL India shared 12.92% of the total upstream subsidy which is 80
bps down QoQ but up by 78 bps YoY.

 Employee cost: Staff cost for Q3FY13 is at Rs. 3.18 bn, higher by 2.8% QoQ and
by 21.8% YoY.

 Other expenditure: In Q3FY13, other expenses has increased by 43.9% YoY and
up by 14.4% QoQ to Rs.2,039 Mn.

 Significantly higher statutory levies: In Q3FY13, statutory levies has increased by
27.6% YoY due to increase in cess from Rs.2500/MT to Rs.4500/MT, resulting in
additional burden of Rs.5.7 Bn as statutory levies. However, on sequential basis it
has fallen by 2.6% due to lower production.

 In Q3FY13, operational profit has fallen by 2.0% QoQ and by 18.2% YoY to
Rs.11.25 bn.

 Margin Pressure: The Company has seen pressure on its operating margin. In
Q3FY13, the operating margin was 46.6% as against 47.8% in Q2FY13 and
57.9% in Q3FY12.

 Lower Depreciation, Depletion & Amortization (DD&A) expenses: In Q3FY13,
DD&A expenses fallen sharply by 13.1% QoQ and by 28.8% YoY to Rs. 2.2 Bn.
DD&A expenses fallen mainly on account of lower dry well expenses w/off.

 Lower other Income-Dividend income: Reported other income has fallen by 6.0%
QoQ but up by 8.2% YoY to Rs. 4.9 Bn due to lower dividend income.

 PBT for Q3FY13 is at Rs.13.9 bn down by 1.4% QoQ and by 8.1% YoY due to
factors mentioned above.

 n Q3FY13, it has paid tax at the rate of 32.4% as against 33.0 in Q3FY12 and
32.4% QoQ due to lower dividend income.

 PAT for Q3FY13 is at Rs. 9.4 Bn down by 1.5% QoQ and by 7.3% on YoY basis
thereby translating into quarterly EPS of Rs.15.6.
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Valuation & Recommendation- SOTP
Our positive view on OINL is premised on:

 1) relatively under-exploited resource base; 2) quality assets with relatively low
finding and development costs; 3) resilient production growth; 4) strong balance
sheet; 5) an attractive valuation; and 6) OINL's potential to maintain a reserve
replacement ratio (RRR) of 1.

 We expect OINL to report an EPS of Rs. 62.9 FY13E and Rs.74.1 FY14E. There
are few key triggers for the stock which can come in the budget 1). Re-impose
of 5% custom duty on crude oil, 2). Implement the recommendation of the
Rangarajan Committee on hiking domestic gas prices, etc.

 On the basis of our estimates, the stock at current market price of Rs.533 is fairly
valued at 7.2x P/E and 6.2x P/cash earnings on the basis of FY14E. We recom-
mend ACCUMULATE on OINL with a revised price target of Rs.560 (earlier
Rs.510).

Our ACCUMULATE rating and target price of Rs 560, comprises:
 Core business valued at P/E of 9.0x FY14E core EPS. We believe PE captures the

uncertainty relating to the under-recovery, so we value OINL on a PE basis (value
per share of Rs.293).

 OINL's investment in Venezuela (value per share of Rs.57)

 Investment in refinery is considered at book value (value per share of Rs.20.1)

 Cash at Rs.190/share (considered at a ~20% discount).

We recommend ACCUMULATE
on Oil India with a price target

of Rs.560
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This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other
person. Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed
as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It is for the
general information of clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment ob-
jectives, financial situations, or needs of individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness
cannot be guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The
recipients of this material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in
this material may go up or down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and
other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors.  Reports based on technical
analysis centers on studying charts of a stock’s price movement and trading volume, as opposed to focusing on a company’s fundamentals and as such, may
not match with a report on a company’s fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned
that any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may
make investment decisions that are inconsistent with the recommendations expressed herein.

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been  pre-
pared by the Private Client Group. The views and opinions expressed in this document  may or may not match or may be contrary with the views,
estimates, rating, target price of the Institutional Equities Research Group of Kotak Securities Limited.

We and our affiliates, officers, directors, and employees world wide may: (a) from time to time, have long or short positions in, and buy or sell the securities
thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or
act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have
other potential conflict of interest with respect to any recommendation and related information and opinions.

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or
companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or
views expressed in this report.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities’ prior written consent.

Registered Office: Kotak Securities Limited, Bakhtawar, 1st floor, 229 Nariman Point, Mumbai 400021 India.
Correspondence address: Infinity IT Park, Bldg. No 21, Opp Film City Road, A K Vaidya Marg, Malad (East), Mumbai 400097.
Tel No : 66056825.
Securities and Exchange Board Of India: Registration No's: NSE INB/INF/INE 230808130, BSE INB 010808153/INF 011133230/
INE 011207251, OTC INB 200808136, MCXSX INE 260808130. AMFI No: 0164.
Investment in securities market is subject to market risk, please read the combined risk disclosure document prior to investing.

Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

ONGC  320  3.8  6.5  5.0

HDFC Bank  665  1.3  4.7  4.0

Tata Motors  299  2.6  4.3  6.6

Losers

Infosys Ltd  2,755  (1.3)  (5.6)  0.6

Jindal Steel  392  (3.3)  (1.6)  3.4

IDFC Ltd  155  (1.7)  (1.0)  6.0

Source: Bloomberg
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