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Economy News
 India's exports will cross $325 bn in the current fiscal-the targeted figure

that was missed in 2013-14, Commerce Secretary Rajeev Kher said. (BL)

 Sebi is probing at least three large global banks and many Indian
companies for alleged round tripping of funds by way of multi layered
transactions. The Securities and Exchange Board of India (Sebi), which has
been looking into the matter since late 2013, has issued showcause
notices to companies, sources said. (Deccan Chronicle)

 The National Highways Authority of India (NHAI), after a dismal show in
2013-14, is readying its work plan for this financial year, one that reflects
the pessimism enveloping the sector. It is planning to award about 2,000
km through cash contracts, or EPC mode, and is ready with 3,000 km to
be bid via the public-private partnership (PPP) mode. (ET)

Corporate News
 Ajay Piramal is picking up a 20 per cent stake in Chennai-based finance

group Shriram Capital, spending a little more than Rs 20bn. Unlisted
Shriram Capital is the holding company for as many as five businesses,
including Shriram Transport Finance Company, where Piramal
Enterprises already owns a 10 per cent stake. (BS)

 Oil India Ltd (OIL) is weighing a bid for part of Murphy Oil Corp.'s assets
in Malaysia, as per unconfirmed sources. The producer is interested in
buying about a 30% stake in Murphy Oil's assets in the Southeast Asian
nation. The holding may be valued at least at $2 billion. (Livemint)

 Two top private equity players - Kohlberg Kravis Roberts (KKR) and
Blackstone - have put in bids for a total of 8% stake in Idea Cellular. (BS)

 Vodafone and Idea Cellular may not be able to offer wireless
broadband services using 4G technologies in some circles with Reliance Jio
Infocomm rejecting their proposals to swap spectrum. (BL)

 Mauritius' top court has ordered a freeze on all onshore assets of Delhi-
based Shiv-Vani Oil & Gas Exploration Services for failure to redeem
$84 million worth of bonds. (ET)

 Nagarjuna Constructions is negotiating with potential buyers to sell
two highway assets in a bid to reduce its debt, two people familiar with
ongoing discussions told. (ET)

 Hindustan Construction Company (HCC) has said that it has secured
a Rs 3bn contract for design and construction of a 1.54 km twin tunnel on
the Dwarka-Najafgarh corridor (phase III) of the Delhi Metro. (BL)

 Vishwa Kalyan Kamgar Sanghatana (VKKS), Bajaj Auto's independent
trade union, has threatened to strike at the plant in Chakan from April
28. It said the company wasn't using its corporate social responsibility
funds for workers. (BS)

 Reliance Communications announced a rise of up to 20 per cent in call
rates for pre-paid customers, who account for a major chunk of the
company's 117 million subscribers. (BS)

 Cairn Energy plc has sought shareholder approval to sell its 9.65 per cent
stake in Cairn India after restrictions imposed by the Income-Tax
Department are lifted. The I-T Department had earlier this year
restrained Cairn from selling the stake over alleged tax evasion on capital
gains made when it transferred its India assets to a new company, Cairn
India, in 2006-07. (ET)

Equity
% Chg

16 Apr 14 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  22,277  (0.9)  2.1  5.8
NIFTY Index  6,675  (0.9)  2.6  6.6
BANKEX Index  14,370  (0.1)  4.5  15.1
BSET Index  8,801  (2.5)  (1.6)  (6.3)
BSETCG INDEX  11,886  (2.5)  2.4  22.7
BSEOIL INDEX  9,543  (0.7)  3.6  8.8
CNXMcap Index  8,706  (0.8)  8.1  12.7
BSESMCAP INDEX  7,418  (1.1)  11.9  14.5

World Indices
Dow Jones  16,425  1.0  1.1  (0.2)
Nasdaq  4,086  1.3  (4.5)  (2.7)
FTSE  6,584  0.7  0.2  (3.6)
NIKKEI  14,418  3.0  0.6  (8.7)
HANGSENG  22,696  0.1  5.9  (1.7)

Value traded (Rs cr)
16 Apr 14 % Chg - Day

Cash BSE  2,586  (6.8)
Cash NSE  14,299  (0.0)
Derivatives NA NA

Net inflows (Rs cr)
15 Apr 14 % Chg MTD YTD

FII  (93)  (78)  3,964  22,230
Mutual Fund  80  (183)  (2,479)  (10,137)

FII open interest (Rs cr)
15 Apr 14 % Chg

FII Index Futures  12,778  7.0
FII Index Options  51,139  (0.7)
FII Stock Futures  37,831  (1.5)
FII Stock Options  2,310  (0.7)

Advances / Declines (BSE)
16 Apr 14 A B T Total % total

Advances 60 649 360  1,069 38
Declines  151  1,170  325  1,646 58
Unchanged  -  66 61  127 4

Commodity % Chg

16 Apr 14 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  104.0  0.3  6.1  10.2
Gold   (US$/OZ)  1,302.8  (0.1)  (5.1)  3.9
Silver  (US$/OZ)  19.6  0.4  (8.0)  (3.7)

Debt / forex market
16 Apr 14 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  9.0  9.0  8.8  8.6
Re/US$  60.4  60.2  61.2  61.5

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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TATA CONSULTANCY SERVICES LTD (TCS)
PRICE: RS.2196 RECOMMENDATION: BUY
TARGET PRICE: RS.2513 FY16E P/E: 17.6X

TCS' 4QFY14 results were in line with estimates. The CC revenue growth, at
1.9% (2.1% in 3Q), was impacted by seasonality and the India business,
which remained almost flat QoQ. International revenues grew at 2% QoQ in
CC terms, we believe. India business suffered just ahead of the impending
elections. Consistent high volume growth reflects effective demand
generation initiatives and efficient execution. Margins have come in 60bps
lower QoQ due to high recruitment and an increase in other direct expenses.
TCS added 9751 employees on net basis. The management has maintained
its optimism on the demand scenario, backed by higher clarity in decision
making by clients, no delays in decision making and timely scale-ups. Based
on the interactions with clients, management expects FY15 growth to be
better than FY14, which is enthusing. We expect FY15 USD revenue growth
to be 15.8% (16.2% in FY14E) and FY16 growth to be 13%. We have been
maintaining our positive view on medium term demand growth, over the
past few quarters. Our earnings estimates for FY15 and FY16 stand at Rs.112
per share and Rs.125 per share. We accord a premium to TCS as compared to
peers. In the past several quarters, TCS has reported industry - leading
growth rates with sustained margins. We revise PT to Rs.2513 (Rs.2505),
based on FY16E estimates. The stock has fallen in recent weeks. Looking at
the 14% upside, we recommend BUY (ACCUMULATE).

Optimistic on demand
 The management expects growth rates in FY15 to be better than FY14. The

management's confidence is based on 1. Client interactions, 2. Order books /
deal wins / ramp up expectations, 3. Quality and size of pipeline, 4. Discretionary
spend patterns and 5. Execution ability of TCS.

 The management has been relatively more optimistic on future demand and it
has reiterated the same.

 According to the management, all clients have a clear agenda and there is
greater clarity in decision making. The velocity in decision-making has sustained
and the scale ups too are happening along expected lines.

 Spends are rising across the three major areas - Discretionary, Simplification and
Regulatory spends. These are being driven by cost efficiencies / cost optimisation,
digital initiatives (digital re-imaging) and risk / compliance requirements, respec-
tively.

 Spends have increased on digital initiatives like Big Data, Cloud, Analytics, Front
office transformation, etc.

 The traction is across verticals and services and the deal signings / order book
have improved QoQ. The deal wins for TCS have been good and the order book
looks solid. The pipeline is robust, according to the management.

 9 large deals (8 in 3Q) were won across US, Europe, Asia Pacific, etc and across
all verticals.

 The scale up in existing customers is also happening and is adequately reflected
in the higher number of accounts in the $1mn - $100mn brackets.

 We opine that, the confidence likely reflects a better demand generation engine
for the company and efficient execution.

 We note that, TCS has been consistently maintaining an optimistic outlook over
the past few quarters.

 Infosys has indicated that, discretionary spends are witnessing pressure and that,
decision-making cycles have elongated.

Summary table

(Rs mn) FY14 FY15E FY16E

Sales  818,094  934,050  1,052,714
Growth (%)  29.9  14.2  12.7
EBITDA  251,322  280,719  312,720
EBITDA margin (%)  30.7  30.1  29.7
PBT  253,888  289,919  324,070
Net profit  191,087  218,813  244,853
EPS (Rs)  97.6  111.8  125.1
Growth  (%)  37.1  14.5  11.9
CEPS  105.5  120.0  134.0
BV (Rs / Share)  282.7  349.2  423.2
Dividend/ Share (Rs)  32.0  40.0  45.0
ROE  (%)  51.9  45.4  39.6
ROCE  (%)  66.4  58.2  50.9
Net cash (debt)  29,060  106,644  213,729
NW capital (Days)  99.2  96.0  94.0
P/E (x)  22.5  19.6  17.6
P/BV (x)  7.8  6.3  5.2
EV/Sales (x)  5.2  4.5  3.9
EV/EBITDA (x)  17.0  14.9  13.1

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Dipen Shah
dipen.shah@kotak.com
+91 22 6621 6301
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Positive on Digital initiatives
 TCS has reiterated its optimistic outlook on the growth prospects of digital space

- Social, Mobile, Analytics and Cloud.

 Almost all the clients, whether in the consumer segment or B2B, are looking at
the digital initiatives.

 While most of the focus is on improving the front end, the back end (data infra-
structure) will also need to be re-aligned and most customers are already looking
at the same, according to the management.

 The size of projects has increased as clients have graduated from pilot projects to
much larger projects and may move up to transformational projects. With several
such projects per customer, revenues volatility is expected to be minimal.

 TCS expects its revenues from digital to grow sequentially atleast in the foresee-
able future and expects it to be a major growth driver in FY15 and beyond.

4QFY14 results

(Rs.mn) 3QFY14 4QFY14 QoQ % 4QFY13 YoY %

Turnover 212940 215511 1.2 164301 31.2

Expenditure 146074 148977 117702

EBIDTA 66866 66534 -0.5 46599 42.8

Depreciation 3519 3724 3015

EBIT 63347 62810 43584

Interest 0 0 0

Other Income 6729 6990 4185

PBT 70076 69800 -0.4 47769 46.1

Tax 16524 16313 11419

PAT 53552 53487 -0.1 36350 47.1

Minority interest 412 520 381

Share of profit 0 0 0

Adjusted PAT 53140 52967 -0.3 35969 47.3

EO items 0 0 0

Shares (mns) 1957 1957 1957

EPS (Rs) 27.2 27.1 18.4

EBIDTA (%) 31.4 30.9 28.4

Net Profit (%) 25.1 24.8 22.1

Source : Company

Revenue growth of 1.9% in CC terms; 2% in international busi-
ness
 The company has reported a CC growth of 1.9% in revenues. This is as com-

pared to a (-)0.4% growth reported by Infosys.

 According to the management, volumes grew by 2.6% (1.8% in 3Q) on a se-
quential basis, whereas realisations fell by 81bps (up 74bps in 3Q).

 The growth was impacted by India revenues, which fell marginally QoQ, follow-
ing up on a 7% QoQ fall in 3Q. TCS had already indicated that, spending in the
domestic economy has been slow before the elections in April - May 2014.

 International business saw CC revenues grow by 2% (2.9% in 3Q) and USD rev-
enues by 2.8% (3.8% in 3Q).

 TCS has been reporting relatively high growth rates in the past few quarters, as
can be seen in the table.
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Quarterly performance

4QFY12 1QFY13 2QFY13 3QFY13 4QFY13 1QFY14 2QFY14 3QFY14 4QFY14

Volume growth (%) 3.3 5.3 5.0 1.3 4.4 6.1 7.3 2.1 2.6

EBIT margins (%) 27.7 27.5 26.8 27.3 26.5 27.0 27.0 30.2 29.7

Source : Company; 98bps impact in 4QFY13 due to one-off provision

 The consistently high volume growth over the past several quarters reflects the
company's ability to mine deeper into existing accounts as well as win new large
deals.

 The company won 9 (8) large deals during the quarter.

 TCS continued its significant focus on its large accounts. Consistently good ex-
ecution also helped in improving the run rates.

Most verticals, services and geographies grew QoQ
 The growth during the quarter has come on the back of scale up in most large

geographies, verticals and services.

 While the growth drivers are different, the underlying aims of clients have been
to reduce costs and improve the growth rates.

 Clients are investing aggressively in digital initiatives. TCS has received several
new projects in emerging areas like mobility, big data, front office transforma-
tion, cloud and analytics.

 There have been concerns about discretionary spends over the past few quarters,
but TCS has not experienced any slowdown. Asset leveraged Solutions reported
a 14% QoQ growth in INR terms. Revenues had de-grown by 13.5% but in 2Q,
it had grown by 26%.

 Digital initiatives, which are largely discretionary in nature, have also seen good
traction in order booking and pipeline.

Services growth

Rs mns 3QFY14 4QFY14 QoQ (%) 4QFY13 YoY (%)

ADM      88,157      88,359 0.2     69,664 26.8

Engg & Ind        9,795      10,345 5.6      7,558 36.9

Infrastructure      25,553      25,861 1.2     19,880 30.1

Enterprise Soln      33,432      33,835 1.2     25,467 32.9

Consulting        7,240        7,327 1.2      5,093 43.9

Asset Leveraged Soln        4,898        5,603 14.4      4,108 36.4

Assurance Ser      18,100      18,103 0.0     12,815 41.3

BPO      25,766      26,077 1.2     19,716 32.3

Source : Company

 Most verticals grew on a QoQ basis, once again reflecting the secular nature of
growth.

 While Telecom continues to see structural issues in the wireless space, the man-
agement expects the telecom sector to grow on an annual basis. This is because
of the completion of scale downs in a few accounts and the inclusion of several
growth accounts.

 Demand trends in BFSI continue to remain positive with spends expected towards
regulatory requirements and also towards customer experience transformation
initiatives. Clients are also re-architecting data to ensure real-time reporting.

 Within this vertical, companies are spending on new initiatives like Cloud, Mobil-
ity and Analytics. Spends on regulatory issues are being financed by cut-backs in
existing spends.
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 Retail and manufacturing saw a marginal de-growth, but that was likely a one-
off. Retail is seeing some slower ramp-ups but that is largely to do with the cli-
ents restructuring their organization to match up adopt to the digital initiatives.

Vertical - wise growth

Rs mns 3QFY14 4QFY14 QoQ (%) 4QFY13 YoY (%)

Insurance, Banking and

Financial services      90,925      92,454 1.7     71,471 29.4

Manufacturing      18,739      18,534 -1.1     13,966 32.7

Telecom      20,442      20,043 -2.0     15,280 31.2

Life Sciences & Healthcare      12,563      13,146 4.6      8,379 56.9

Retail      29,386      29,094 -1.0     22,016 32.1

Hi-tech      11,286      11,422 1.2      9,365 22.0

Travel / Hospitality        7,453        7,543 1.2      5,586 35.0

Energy&Utilities        8,092        8,189 1.2      6,243 31.2

Media Entertainment        4,898        5,603 14.4      3,450 62.4

Others        9,156        9,482 3.6      8,544 11.0

Source : Company

 Geographically, India revenues were subdued due to reduced spending ahead of
elections. US also reported muted growth.

 We believe that, India revenues may continue to remain subdued in 1HFY15 but,
international growth rates should improve in 1QFY15.

Growth in geographies

Rs mns 3QFY14 4QFY14 QoQ (%) 4QFY13 YoY (%)

North America    112,219    112,497 0.2     87,408 28.7

Europe      24,701      26,077 5.6     15,444 68.8

UK      37,265      38,361 2.9     27,603 39.0

India      13,415      13,362 -0.4     14,458 -7.6

A-PAC      15,758      15,948 1.2     11,994 33.0

Latin America        4,898        4,741 -3.2      3,943 20.2

MEA        4,685        4,526 -3.4      3,450 31.2

Source : Company

Average realizations lower
 Average realisations fell by 81bps on CC basis (up by 74bps in 3Q). The manage-

ment has attributed this to quarterly volatility.

 The management has indicated no pressure on pricing. It has said that, there is
scope for further improvement in revenue productivity in line with the company's
focus on improving efficiency and as contracts become bigger in the digital
space.

 Like-to-like price increases may be difficult to come by though no reductions are
expected.

Margins down by 60bps
 EBIT margins were 60bps lower QoQ. This was slightly worse off than expecta-

tions.

 However, there was a one off impact (not quantified) from project expenses,
which impacted direct expenses.

 Margins were lower due to higher recruitment and consequent fall in utilization
levels.
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 TCS added 9751 employees on a net basis. Utilisation levels excluding trainees
were at 83.8% (84.3% in 3Q).

 The management hopes to use levers like higher utilization rates, increased au-
tomation, higher non-linear revenues and other operational improvement initia-
tives, to sustain EBIT margins around the 27% mark (26% -28% range).

 We have assumed margins to reduce to 28.6% in FY15 and 28.3% in FY16. TCS
has announced off-shore salary hikes of 10%. For developed markets, hikes are
2%-4% and for other on-site markets, salaries will rise by 4% - 6%

 TCS accounts for bench and trainee costs in SG&A rather than in direct costs.

Employee addition targets at 55000
 TCS added 9751 employees on a net basis.

 The company has indicated that, it will add close to 55000 employees on a gross
basis in FY15. This is as compared to >61000 gross additions made in FY14. We
expect the company to outperform this target.

 Attrition was at 10.4% on a LTM basis in the IT services business (10.3% in 3Q).

Future prospects
 For FY15, we expect USD revenues to grow by 15.8%, led by volumes. For

FY16, we expect revenue growth of 12.7%. We assume the rupee to average 60
/ USD in FY15 and FY16.

 Margins are expected to reduce slightly in FY15 and FY16.

 Salary increases and investments in sales / marketing are expected to impact
profitability. However, better efficiencies, and improvement in pyramid structure
are expected to restrict the impact.

 TCS has indicated that, it can improve utilization levels further, as the employee
base has increased. We have assumed marginal fall in utilization levels, going
forward.

 With tax expected to be at around 24%, PAT is expected to rise by about 14.5%
in FY15 and 12% in FY16.

 EPS works out to Rs 112 (Rs.113) for FY15 and 125 for FY16.

Valuations
 The global economic scenario has improved, especially in USA. In Europe also,

the scenario may not deteriorate further.

 TCS continues to maintain an optimistic outlook on demand. We maintain our
positive view on the stock.

 Our target valuations for TCS are at a premium to those of peers. In the past
several quarters, TCS has reported industry - leading growth rates with sustained
margins.

 We change our PT to Rs.2513 (Rs.2505) based on FY16E earnings and recom-
mend BUY (ACCUMULATE), post the recent fall in the stock price.

Concerns
 A slower-than-expected recovery in major user economies may impact our pro-

jections.

 A sharp appreciation of rupee beyond our assumed levels may impact our earn-
ings estimates for the company.

We recommend BUY on Tata
Consultancy Services with a price

target of Rs.2513
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BLUE STAR LTD (BSL)
PRICE: RS.206 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.242 FY16E P/E: 11.9X

In the meeting with BSL, the management appeared optimistic on the
ensuing busy season demand for room ACs. For the fiscal, the management
expects the industry to grow 15% but does not rule out a possibility of
growth surprising on the upside.

Better picture on future growth in projects and capex would emerge by mid
of 2014.

We see a strong possibility of margins inching up in the coming years.
Accordingly, we have made revisions to our FY15 earnings. Post a 48%
upmove since our previous recommendation, we now move the rating to
Accumulate with a target price of Rs 242 (Rs 180 earllier), thus valuing the
stock at 14x FY16 earnings.

Risks:

 Lower than expected order accretion

 Further weakening of economic growth

Mechanical Electrical Plumbing Projects - MEP (Segment 1 - 59%
of revenue)
The domestic MEP market (estimated at Rs 69 bn) has a sizeable share of unorga-
nized market (~ 40%) consisting of local players that mainly operate in projects
below a certain size.

The organized market is mainly divided among four players including Voltas, Blue
Star, Sterling and ETA. Foreign MEP major Drake and Skull has also entered the
Indian market, industry sources indicate.

The management expects the projects market as well as its order intake to remain
flattish in FY15. It expressed concern on the reduced availability of substantial land
bank (something of the order of Bandra-Kurla Complex) for development in
Mumbai. However, there is some potential for commercial real estate development
along the Delhi-Jaipur highway.

On the positive side, the management  expects that post elections, hiring activity
could gain traction which should result in decline in office space vacancies. The
management sees opportunities from Metro project rollout, airports, Steel sector in-
vestments, High-rise buildings, Hospitals, Light and Medium size factories. It remains
optimistic on ordering from the IT sector as well.

The company highlighted that two projects 1) Mumbai International airport and 2)
Delhi Metro Airport Express have suffered cost excesses due to change in scope of
work executed. The company is in talks with the developers of these two projects
for claims on excess cost incurred.

Pricing pressure in the HVAC market is easing and jobs are being quoted at about 8-
14% higher price. Part of the increase is due to cost inflation.

The company indicated that it has largely done away with legacy orders that were
running on zero to negative margins. This should lead to margin recovery in the
projects business in FY15. Indeed, the management expects the projects segment to
report improved profitability in the current fiscal.

Summary table

(Rs mn) FY14E FY15E FY16E

Sales 27508.2 30586.3 34666.6
Growth (%) -0.6 11.2 13.3
EBITDA 1224.2 1931.8 2462.3
EBITDA margin (%)  4.5  6.3  7.1
PBT  633.1  1,411.2  1,995.7
PAT  633.1  1,143.1  1,556.7
EPS (Rs) 7.0 12.7 17.3
Growth (%) 24.6 80.5 36.2
CEPS 10.9 17.0 22.1
BV (Rs/share) 55.4 63.4 76.0
Dividend / share (Rs) 4.0 4.0 4.0
ROE (%)  12.5  20.7  24.1
ROCE (%)  13.2  17.4  21.0
Net cash (debt) -2573.6 -1903.2 -1277.7
NW Capital (Days) 40.8 30.0 31.1
EV/Sales (x) 0.8 0.7 0.6
EV/EBITDA (x) 17.2 10.6 8.0
P/E (x) 29.3 16.2 11.9
P/Cash Earnings 19.0 12.1 9.3
P/BV (x) 3.6 3.2 2.6

Source: Company, Kotak Securities - Private
Client Research

COMPANY UPDATE

Sanjeev Zarbade
sanjeev.zarbade@kotak.com
+91 22 6621 6305
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Order backlog (Rs mn)

Source: Company

Within the Central Air conditioning systems, the inverter ACs are expected to grow
at a faster pace due its advantages in terms of operating costs. Inverter-equipped air
conditioners have a variable-frequency drive that incorporates an adjustable electri-
cal inverter to control the speed of the motor and thus the compressor and cooling
output.

Cooling Products -  Room ACs, Freezers and Cold storage (Seg-
ment 2 - 35% of revenue)
Although, the weather has been benign during the Jan-Mar quarter, the
mamnagement expects room AC industry to have grown by 10% in volume terms
and by around 15% in value terms.

Although, the inventory levels were sizeable at the beginning of the fourth quarter,
but the same has declined significantly by the end of the quarter.

The company is  looking forward to a 15% growth in the Apr-June quarter for the
room AC industry. Blue Star expects to grow by 20% during the same period. Its
inventory build-up is with a view of growing 20% in the first quarter (summer sea-
son). However, the management indicated that it is possible that growth may even
be higher than forecasted.

For the fiscal, the management expects the industry to grow 15% but does not rule
out a possibility of growth surprising on the upside.

Margins to inch up going forward
We see several reasons for margins inching up in the future.

1) As mentioned earlier, legacy orders on which the company is booking no mar-
gins are largely completed. These orders should get closed by the end of the
Q1FY15, which would improve the order mix towards higher margin orders.

2) The company has undertaken several measures to cut costs. It has reduced man-
power over the past twelve months. The company has optimized offices space
and has closed offices at metro locations. At the same time, it has opened few
offices in Tier -2 cities and intends to outsource some design work to these loca-
tions.

3) In addition to this, it has done several value engineering measures, which should
aid margin gains.

4) For some time now, the company has been booking orders at site margins of 10-
12% (corresponds to ~ 5-6% at PBT level). We are getting a sense that the pric-
ing situation in the market may have stabilized and bids are being quoted at 8-
14% higher prices (though a sizeable part of price increase is to neutralize cost
pressures).
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EBITDA margins (%)

Source: Company

Management Guidance
Revenue

In the MEP projects segment, the mamnagement expects revenues to remain flat in
view of the subdued order intake.

The Cooling Products segment is expected to grow 15-20% helped partly by higher
realization on account of implementation of efficiency norms.

Margins

The management expects margins in the Projects segment to improved going for-
ward. It has guided for a site margin of 12% and EBITDA margin of 5% for FY16.

The room AC segment margins are likely to remain in the 9-10% zone.

Capex and Borrowings

The company does not have any concrete plans for significant capex. It would rather
wait for the first half of the 2014 to pan out and then take any decision of fresh
capex, the management indicated.

The company indicated that eventually it would have to go for a fresh AC manufac-
turing plant in the South India as its room AC and freezers capacity would get fully
utilized by mid of 2015. The company's excise benefits at its HP plant is scheduled
to expire by June 2015.

Management expects that a combination of improving profitability and tight control
over working capital should lead to a reduction in borrowings in FY15.

Earnings Revision -  FY15

(Rs mn)  Earlier  Revised

Revenue 29,775 30,586

EBITDA (%) 6.1 6.7

EPS (Rs)        11.90         13.9

% change 17.0

Source: Kotak Securities - Private Client Research

Recommend Accumulate with a DCF based target price of Rs 242
Blue Star is trading at 16.2x and 11.9x FY15 and FY16 earnings respectively. Post a
48% upmove since our previous recommendation, we now move the rating to Accu-
mulate with a target price of Rs 242 (Rs 180 earllier), thus valuing the stock at 14x
FY16 earnings.

We recommend ACCUMULATE
on Blue Star with a price target

of Rs.242
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Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

ITC Ltd  346  1.5  NA  4.4

Tata Steel  414  1.1  NA  4.1

Lupin  953  1.1  NA  0.5

Losers

DLF Ltd  158  (4.9)  NA  12.1

Tata Power  82  (3.5)  NA  3.4

BHEL  176  (3.5)  NA  3.4

Source: Bloomberg

Trade details of bulk deals

Date Scrip name Name of client Buy/ Quantity Avg.
Sell of shares price

(Rs)

16-Apr Acclaim Ind Priyanka Vijay Shah S  67,322  1.6

16-Apr Acclaim Ind Rahul Kamalkant Parasrampuria S  27,957  1.6

16-Apr Acclaim Ind Amit Kamal Bhargav B  42,900  1.6

16-Apr Amulya Leas Commercial Advertising & Marketing B  35,852  29.9

16-Apr Amulya Leas Sapna Aggarwal S  26,552  29.9

16-Apr Cubical Fin Lukhram Goyal B  135,000  75.0

16-Apr Dhanuka Agri HDFC Midcap Opportunity Fund B  899,200  231.0

16-Apr Dhanuka Agri 2020 Equity Investors Ltd S  1,000,000  231.0

16-Apr Gajra Bevel-$ Idbi Bank Limited S  65,920  1.4

16-Apr Golechha Glob CRB Trustee Limited S  42,665  4.9

16-Apr Golechha Glob Madhuben Dhirajlal Gandhi B  41,665  4.9

16-Apr Gradiente Info Diagonal Fashions Pvt Ltd S  120,000  0.5

16-Apr Inland Print Inland Dataforms Pvt Ltd S  61,500  5.0

16-Apr Inland Print Radiance Exim Pvt B  50,000  4.9

16-Apr Invicta Meditek Pinnamaneni Holdings Pvt Ltd S  42,222  3.6

16-Apr Invicta Meditek Decoromsoftware Pvt Ltd B  42,250  3.6

16-Apr Jay Energy Surendrabhai Hiralal Kalal B  170,014  0.9

16-Apr Looks Health Dsons Projects Pvt Ltd S  61,200  93.4

16-Apr Looks Health Patwa Investment & Financ E Ltd B  34,400  92.1

16-Apr Looks Health Affluence Commodities Pvt Ltd S  34,400  92.1

16-Apr Machino Plast-$ Machino Finance Pvt Ltd S  126,101  27.2

16-Apr Machino Plast-$ Aditya Jindal B  126,101  27.2

16-Apr Obi Ltd Kunvarji Finstock Pvt Ltd S  30,000  10.2

16-Apr Pasupati Fin Sumtichandra Nathubhai Savla S  30,202  3.7

16-Apr Pasupati Fin Sachin Ramesh Mhatre B  50,000  3.7

16-Apr Rekvina Lab Parameshwari Infraprojects Pvt Ltd B  25,214  17.7

16-Apr Rekvina Lab Kurani Prijesh S  22,894  17.7

16-Apr Sterling Webnet Sanjay Kumar Nathani & Sons S  323,231  0.1

16-Apr SVP Global Poonam Aggarwal S  5,000  228.3

16-Apr SVP Global Kamal Kumar Agarwal S  4,400  228.3

16-Apr SVP Global Jogi Das B  9,400  228.3

16-Apr Thirinfra Pinnamaneni Holdings Pvt Ltd B  39,200  21.8

16-Apr Transpek Inds-$ Pat Financial Consultant Pvt Ltd B  37,429  135.0

16-Apr Trilogic Digital Padmakant Mukutlal Shah B  96,000  35.4

16-Apr Trilogic Digital Ankur Shivkumar Joshi S  108,000  34.4

Source: BSE

Bulk deals
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Forthcoming events Company/Market
Date Event

17-Apr CRISIL, Glaxosmithkline, HCL Tech, Libergy Shoes, Saptarishi Agro, Wipro,
earnings expected

18-Apr Biopac India, RIL earnings expected

19-Apr Bombay Cycle, Persistent Systems earnings expected

21-Apr Alpha Hitech, HEG, Hindustan Zinc, LIC Housing Finance, Supreme Petro
earnings expected

22-Apr Agro Tech Foods, HDFC Bank, MRF, Rallis India, Tata Elxi, Tata Metalicks,
Tinplate Co, VST Industries,

23-Apr BSL, Cairn India, Indiabulls Real Estate, L&T Finance Holdings, M&M Finance,
SKF India, Supreme Inds, Ultratech Cements earnings expected

24-Apr ACC, Ambuja Cements, Biocon, Granules India, Infotech Ent, South Indian Bank,
earnings expected

25-Apr Axis Bank, Bosch, Esab India, Exide Ind, ICICI Bank, IDFC, Kirloskar oil Engines,
Siemens, earnings expected

Source: Bloomberg
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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
prepared 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.

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the
risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before investing.

Kotak Securities Limited, Registered Office: 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.SEBI Reg No's: NSE INB/INF/INE 230808130, BSE INB
010808153/INF 011133230/INE 011207251, OTC INB 200808136, MCXSX INE 260808130/INB 260808135/INF 260808135, AMFI ARN 0164.NSDL: IN-DP-NSDL-23-
97. CDSL: IN-DPCDSL-158-2001. Investment in securities market is subject to market risk, please read the combined risk disclosure document prior to
investing. Compliance Officer - Mr. Sandeep Chordia. Tel. No: 022 6605 6825, Email id: ks.compliance@kotak.com.

In case you require any clarification or have any concern, kindly write to us at below email ids: "For Trading Account related queries:
service.securities@kotak.com; "For Demat Account related queries: ks.demat@kotak.com.

Alternatively, you may feel free to contact our customer service desk at our toll free numbers 18002099191 or 1800222299. You may also call at
30305757 by using your city STD code as a prefix.
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