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Economy News
 The agriculture ministry is making unprecedented preparations to

counter impact of weak monsoon rains, which will be top priority for the
new government. (ET)

 The RBI signaled it will not let the rupee appreciate beyond 60 to the
dollar as it shifts to consumer prices as a basis for the real effective
exchange rate. (ET)

 India has displaced Japan to become the world's third largest economy in
terms of purchasing power parity (PPP), according to a World Bank report
released. (ET)

Corporate News
 In a major relief to incumbent telecom operators Bharti Airtel,

Vodafone India and Idea Cellular, the Telecom Disputes Settlement and
Appellate Tribunal (TDSAT) overturned a ban imposed in 2011 on intra-
circle roaming (ICR) pacts among operators, which allows them to offer
3G services even in circles where they do not have 2,100-MHz spectrum.
(BS)

 The Andhra Pradesh High Court has ordered an interim status quo on the
deal between Sun Pharma and Ranbaxy Laboratories. The order was
in response to a petition filed by some individual investors, who alleged
insider trading in Ranbaxy shares before announcement of the deal on
April 6. (BS)

 IRB Infrastructure Developers has bagged a project from the National
Highways Authority of India (NHAI), a year after the Centre had awarded
a road stretch to be built through a public-private partnership (PPP). The
project has been awarded after the government agreed to provide a
grant, or viability gap funding, of Rs 5.6Bn to the developer for the Rs
32Bn project in Maharashtra. (BS)

 The Foreign Investment Promotion Board (FIPB) is likely to reject HDFC
Bank's proposal to allow further foreign holdings as it would cross the 74
per cent sectoral ceiling, officials sources said. (BS)

 Multi-Commodity Exchange (MCX) had made a payment of Rs.1.05 bn
to entities that were either "bogus" or whose identities had not been
verified, PricewaterhouseCoopers (PwC) has said in its final audit report.
It added the exchange's surveillance system was weak and manual. (BS)

 Delta Corp, India's largest and only listed company in the gaming and
casino segment came under the scanner of the income tax authorities for
alleged tax evasion, three people familiar with the matter told, adding
that a related probe also covered Peninsula Land Limited, the real estate
arm of the Ashok Piramal Group. (ET)

 Mangalore Refinery & Petrochemicals Ltd plans to spend $1.4 bn to
raise capacity by 40 percent to 420 Kbopd by end-March 2018, Managing
Director P P Upadhya said. (BS)

Equity
% Chg

29 Apr 14 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  22,466  (0.7)  0.4  9.5
NIFTY Index  6,715  (0.7)  0.2  10.3
BANKEX Index  14,774  (1.3)  1.4  26.1
BSET Index  8,775  (0.1)  (0.2)  (7.4)
BSETCG INDEX  12,369  (0.7)  3.0  30.4
BSEOIL INDEX  9,545  (0.4)  0.6  12.9
CNXMcap Index  8,900  (0.6)  3.3  18.0
BSESMCAP INDEX  7,616  (0.0)  7.7  21.6

World Indices
Dow Jones  16,535  0.5  0.5  5.3
Nasdaq  4,104  0.7  (2.3)  (0.0)
FTSE  6,770  1.0  2.6  4.0
NIKKEI  14,288  (1.0)  (2.5)  (6.9)
HANGSENG  22,454  1.5  0.3  0.8

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

Cash BSE  2,729  2.0
Cash NSE  13,950  (0.3)
Derivatives  73,456  15.7

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

FII  148  (42)  5,965  22,230
Mutual Fund  (128)  (68)  (2,898)  (10,556)

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

FII Index Futures  8,374  (12.0)
FII Index Options  40,373  2.6
FII Stock Futures  37,546  (1.2)
FII Stock Options  1,138  11.9

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

Advances 62 795 412  1,269 44
Declines  147  963  382  1,492 52
Unchanged  1  62 57  120 4

Commodity % Chg

29 Apr 14 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  100.4  (0.9)  (1.2)  3.0
Gold   (US$/OZ)  1,296.8  0.1  0.6  4.3
Silver  (US$/OZ)  19.5  (0.3)  (1.7)  1.5

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

10 yr G-Sec yield %  8.8  8.9  8.8  8.8
Re/US$  60.4  60.6  59.9  62.4

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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KPIT TECHNOLOGIES

PRICE: RS.168 RECOMMENDATION: BUY
TARGET PRICE: RS.195 FY16E P/E: 9.3X

KPIT's 4Q revenues were higher than our estimates, whereas margins came
in line. The 3.6% CC revenue growth was encouraging. Initiation of new
projects (in APAC) more than compensated for decline in 2 of the Top 5
clients. SAP reported a 4% QoQ growth, after decline in 3Q; we think
revenues have bottomed out. Management commentary echoes the
optimism of the previous quarters and that sounded by other leading peers
about the continuing traction in automotive, manufacturing and hi-tech
verticals, the mainstay of KPIT. The company has guided for revenue growth
of 12% - 14% in FY15 with PAT growth expected to be 18% - 21%. Our FY15
and FY16 earnings estimates stand at Rs.16 per share and Rs.18 per share,
respectively.  Our FY16E-based TP stands at Rs195 (Rs.169 based on FY15,
earlier). At our TP, the stock will be valued at about 11x FY16E earnings. This
is a suitable discount to larger peers. We recommend BUY (ACCUMULATE).
We remain positive on the long term prospects of KPIT.

4QFY14 results - marginally above estimates

(Rs mn) 3QFY14 4QFY14 % chg 4QFY13 % chg

Turnover 6,779.4 7,001.3 3.3 5,698.6 22.9

Expenditure 5,744.4 5,900.1 4,685.7

EBDITA 1,034.9 1,101.2 6.4 1,012.9 8.7

Depreciation 134.6 134.9 126.0

EBIT 900.3 966.3 7.3 886.9 9.0

Interest 71.7 63.5 39.3

Other Income 17.5 -177.1 -85.8

PBT 846.1 725.7 -14.2 761.8 -4.7

Tax 238.4 235.2 206.8

PAT 607.8 490.6 -19.3 555.1 -11.6

Minority Int 0.0 0.0 43.4

XO Item 0.0 122.4 0.0

Adjusted PAT 607.8 613.0 0.9 511.7 19.8

EPS (Rs)  ^ 3.3 3.3 2.7

OPM (%) 15.3 15.7 17.8

GPM (%) 13.3 13.8 15.6

NPM (%) 9.0 7.0 9.7

Source : Company

Revenues up by 3.6% QoQ in USD terms…
 Revenues rose by 3.6% QoQ, after falling 2.3% QoQ in 3Q. Revenues came in

higher than estimates. We believe a large part of the growth came on the back
of higher volumes.

 Initiation of new projects (won in 3Q) helped revenues grow at a faster pace.
There were extended furloughs in 3Q post which, revenues came back in 4Q.

 KPIT had won 3 deals worth $60mn towards the end of 3Q. These contributed
partly in 4Q. They will further benefit revenue growth in 1QFY15, we believe.

 With new deals starting, on-site revenues grew by 9%. However, off-shore rev-
enues fell by about 3% QoQ as Cummins revenues fell QoQ and a SAP imple-
mentation project with another Top 10 client got completed.

Summary table

(Rs mn) FY14 FY15E FY16E

Sales  26,940  30,195  33,070
Growth (%) 20.3 12.1 9.5
EBITDA  4,183  4,825  5,294
EBITDA margin (%)  15.5  16.0  16.0
PBT  3,308  4,157  4,640
Net profit  2,489  2,993  3,341
EPS (Rs)  13.4  16.1  18.0
Growth (%)  30.0  20.2  11.6
CEPS (Rs)  16.3  19.3  21.4
BV (Rs/share)  68.7  84.4  101.9
Dividend / share (Rs)  -  0.5  0.5
ROE (%)  21.5  21.1  19.3
ROCE (%)  26.9  27.9  25.7
Net cash (debt)  607  1,964  4,351
NW Capital (Days)  91.4  83.0  80.9
P/E (x)  12.5  10.4  9.3
P/BV (x)  2.4  2.0  1.6
EV/Sales (x)  1.1  1.0  0.8
EV/EBITDA (x)  7.3  6.1  5.1

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Dipen Shah
dipen.shah@kotak.com
+91 22 6621 6301
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 However, 4 out of the Top 5 accounts (after excluding Cummins) saw revenues
grow by 16.6%. Also, non-Cummins Top 10 accounts also grew by about 5.6%
QoQ.

 KPIT has been winning large accounts. These, along with scale ups in other
smaller accounts, should lead to higher growth, going ahead.

…with most SBUs growing, including SAP
 Revenues grew on the back of higher revenues in most SUs, except BTU (busi-

ness Transformation Unit), which saw a 1.5% de-growth.

 A&E (Auto & Allied Engineering) led the way with a near 6% QoQ rise, followed
by SAP with a 4.4% growth. IES (Integrated Enterprise Solutions) also reported a
healthy 3.2% growth.

SAP
 Growth in SAP is encouraging and shows that, the restructuring exercise within

that business is past and we expect growth in FY15.

 SAP revenues grew in 4Q on the back of scale up in 2 large deals won in 3Q.
SuccessFactors(SF) and Cloud are seeing major traction, with the company clos-
ing new SF accounts across US and APAC in 3Q.

 In the last couple of months, KPIT has bagged 17+ deals of total value $78.5 M+
(on premise and cloud together).

 Of these, it has signed and started delivery on 13+ deals. The SBU is expected to
see very high traction in APAC & US region.

 KPIT has strategically focused on and developed capabilities in areas like Cloud,
HANA, SuccessFactors.

 We believe that, with a healthy order book and operational efficiency measures,
the SBU should report healthy revenue growth and profitability.

 During 9mFY14, SAP revenues had declined by 14%. In fact, revenues in 3Q
were 7% lower v/s 1QFY13 revenues (7 quarters).

IES
 In IES, KPIT has developed proprietary solutions in areas like upgrade assess-

ments, which will help it win more deals in this space. KPIT has been focusing
hard on emerging areas of Big Data, Analytics, mobility, cloud and social media
and has won several deals in the mobility space over last few months.

 A key growth factor over the next few months would be the end of Oracle's
support to 11i version by May 2014 which will require the clients to upgrade to
R12 version by the starting of the next fiscal year.

 We have already heard peers indicating greater order-flows for this service.

 The company has stopped providing separate numbers for Systime, post full inte-
gration.

 A&E practice is benefiting from increasing spends on infotainment, Powertrain
and AUTOSAR. KPIT has established a dedicated team to market its non-linear
solutions, with a view to promote IP and new product development.

 KPIT has added a consulting layer above its services portfolio, which has allowed
it to enter the customers relatively early. The Business Transformation Unit (BTU)
is focusing on emerging areas like IT service Management.

 The company continues to make investments in the Business Transformation
Unit. However, the SBU saw revenues fall by 1.5% QoQ, after de-growing by
7% QoQ in 3Q.
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Focus verticals seeing continued spends
 According to the management, the focus verticals are seeing continued spends

though cost rationalization is also a theme for most customers.

 Larger industry peers have also indicated continued order traction from verticals
like automotive and transportation, manufacturing and energy/utilities. KPIT de-
rives a substantial part of revenues from these industries.

Automotive

 In Automotive, global vehicle sales touched 82.8mn in 2013. It is predicted that,
global sales will touch 85mn in 2014 and could steadily increase to 100mn in
2018 with china contributing to as much as 30mn vehicles.

 The automotive industry is investing in developing technologies that address
emerging trends such as alternate mobility concepts of hybrid or electric vehicles
and the software requirements for in-car 'value added services'.

 Automakers are spending good amount of their R&D budgets on improving fuel
efficiency of their vehicles through focus on areas of powertrain technology, bat-
tery management systems and light weight body materials. They are also looking
at the concept of connected vehicles to build intelligent transportation systems.

 Each car and truck built in North America now contains almost $3200 worth of
electronic equipment, up from just under $1500 a decade ago. Worldwide sales
of automotive electronic technology are expected to soar from $189bn in 2012
to $274bn by 2017.

 As per some other estimates, currently, about 25% of the car cost goes into
electronics, which can go up to 35% in few years. Of this, 50% of the costs is to-
wards software.

 The total number of applications downloaded in cars is expected to jump from
12mn at the end of 2012 to 4.3bn by 2018-end.

 The global automotive electronics market is forecasted to register a 7.3% CAGR
during 2013- 2020 to reach $314bn by end 2020.

 In terms of demand, KPIT is seeing higher momentum in areas of Autosar, In-
Vehicle Networks, Infotainment and powertrain.

 About 70% of auto revenues for KPIT come from existing projects on continuing
models and the balance comes from new projects on new models / initiatives.

Manufacturing

 Manufacturing companies are looking at agility in operations, seamless integra-
tion of business processes, efficient design and development of new products,
coupled with reduction in time-to-market.

 This segment is also seeing high demand for engineering services, a view echoed
by companies like Geometric.

 The manufacturing and natural resources sector are expected to lead the vertical
markets with the total IT spending expected to reach $478bn globally in 2013.

 Within manufacturing, KPIT is now building focus on sub-verticals such as Indus-
trial/Farm Equipment (IFE) , Medical Equipment and Hi-Tech. The company plans
to grow these sub-verticals into individual verticals in the next 2-3 years.
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Energy & Utilities

 The Energy & Utilities industry continues to focus on the smart grid implementa-
tion. The integration of distribution automation systems and applications with
previously deployed or planned advanced metering infrastructure systems will be
key to successful utility smart grid deployments in the coming years.

 Utilities sector is undergoing modernization, driven by state and federal man-
dates for smart meters, smart grids and other technological requirements that
combines traditional IT with advanced applications to develop operational and
consumer related technology solutions.

 This includes a range of investment from advanced metering and grid automa-
tion to high voltage cabling and demand response.

 Environmental concerns are also driving investments in newer infrastructure and
sustainable energy sources.

 Utility spending on information technology (IT) systems for the smart grid will
grow from $8.5bn in 2013 to $19.7bn in 2022.

 As per estimates, the Global Smart Grid Managed Services market is expected to
grow at a CAGR of 51.29% over the period 2012-2016.

 The smart equipment investment will increase by almost 400% from $27bn in
2011 to $125bn by 2017.

Non-linear revenues is the focus
 The company has been focusing on non-linear initiatives.

 Currently, KPIT has AUTOSAR and In-vehicle networking networks and diagnos-
tics related software products.

 In diagnostics, KPIT has established a product range called "In2Soft Diagnostic
Tools" which is being largely used by German and other global OEMs.

 Two of the company's patents (both in automotive areas of which, one was in
hybrid area) were registered, which we see as a positive.

 The company has filed 51 patents already of which 8 have been granted.

 KPIT plans to have 25% of revenues from these initiatives in 3 years' time. We
believe this is an important lever to protect and sustain margins.

REVOLO
 KPIT continues to carry out volunteer vehicle trials in India while awaiting the

release of government's final declaration of homologation rules.

 The company is looking to have some support from the regulatory side. The ap-
provals are also needed for trials on a country-wide basis.

 We understand that, the launch will happen only after it gets the regulatory sup-
port.

 KPIT continues to make satisfactory progress in Malaysia and expects concrete
actions towards commercialization in the coming six months.

 We expect the commercial production to start sometime in the next fiscal. We
have not assumed any revenues from this JV in our estimates.
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Employee strength up
 KPIT added 160 (320) employees on a net basis in 4Q. The total employee

strength of KPIT stood at 9296 as at the quarter end.

 Capacity utilization was stable, with on-site utilization up but a fall in off-shore
levels.

 During 2Q, KPIT had conducted a joint leadership development program at
Stanford University, US for the first time.

 We view these investments positively and see this as a platform for moving fur-
ther up the value chain.

EBITDA Margins higher
 EBIDTA margins were slightly higher QoQ. This was largely due to the higher

revenues and higher efficiencies.

 Auto / Engineering currently enjoys 22% -23% margins (incl R&D expenses), IES
has 18% margins and SAP is currently having negative profitability of about 5%
- 6%.

 We believe that, the company has a few levers which will allow it to improve
margins going ahead.

 The potential improvement in Systime and SAP SBU margins is an important le-
ver.

 It is also looking at a higher off-shore proportion to sustain and improve margins.
Currently, about 46% of revenues come from off-shore services. KPIT is also
looking at non-linear revenues (51 patents filed) to improve profitability.

 Going forward, if billing rates improve, they may provide further cushion to mar-
gins. The management has also indicated that it will rationalize low-margin, non-
focus projects with a view to improve profitability.

 The DSOs have increased sharply during the quarter to 87 days from 76 days in
3Q.

 This was due to increase in credit period to one of the largest customers from 40
to 60 days as well as higher revenues in March 2014.

 The management expects the same to fall by 8-10 days in 1QFY15.

 We would watch this number closely in 1QFY15.

Earnings estimates
 We have tweaked our FY15 and FY16 earnings estimates.

 We expect USD revenues to rise by 13% YoY and 10% YoY in FY15 and FY16,
respectively.

 Rupee is expected to average 60 / USD in FY15 and FY16.

 FY15 revenues include the consolidation of the financials of I-Cubed, which was
acquired by KPIT in April 2014. We have assumed financial consolidation from
2QFY15. I-Cubed has a run rate of $10mn with EBIDTA margins of about 13%.

 Thus, the impact of the acquisition on KPIT's financials is minimal.

 Margins are expected to improve in FY15 and FY16 on the back of higher prof-
itability in SAP and higher utilization levels.

 Tax rate is expected to be at about 28% because of the imposition of surcharge.
PAT is expected to grow to Rs.2.99bn in FY15 and Rs.3.34bn in FY16.

 KPIT has guided for a revenue growth of between 12% and 14% to $498mn -
$506mn.
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 Margins are expect to improve and PAT is expected to rise to Rs.2.94bn - Rs.3bn,
a growth 18% - 21%.

 The guidance does not include the financials of I Cubed, which KPIT has ac-
quired in April 2014.

Valuations and recommendation
 The overall macroeconomic environment is improving with steady spending an-

ticipated in developed economies and APAC. KPIT has improved order book and
has levers to manage margins.

 With higher focus on mining and growing strategic accounts, the new verticalised
structure, which has been put in place, will provide KPIT the necessary platform
to grow into these accounts.

 We have accorded KPIT valuations in line with comparable peers. The valuations
are at a suitable discount to larger peers, though.

 We like its positioning on the value-chain, relatively higher revenue growth and
potential upsides to margins.

 Our FY16-based PT is at Rs.195. At our target price, KPIT's FY16E earnings will
be discounted by about 11x.

 Looking at the potential upside, we recommend BUY.

Risks and concerns
Slower-than-expected recovery in demand from major user economies and a
sharper-than-expected appreciation in rupee remain the key risks for earnings.
Revolo earnings can provide significant upsides, if successful.

We recommend BUY on KPIT
Technologies with a price target

of Rs.195
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TVS MOTORS (TVSM)
PRICE: RS.92 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.99 FY16E P/E: 10.2X

TVSM's 4QFY14 results showed strong improvement over corresponding
quarter last year. Company reported numbers broadly on expected lines.
Revenues grew by 21% YoY to Rs21,557mn. EBITDA margin expanded both
YoY and QoQ to 6.4%. Company reported net profit of Rs521mn but the
same includes net extraordinary loss of Rs301mn. Over the past few months,
TVSM's has started to report volume growth. In FY15, we expect volume
growth to continue on the back of new launches, expected improvement in
demand sentiments and low base. Factors such as volume growth,
improvement in product mix and better demand sentiments provides with
near to medium term opportunities to expand EBITDA margins.We introduce
FY16 estimates and roll over our target price to FY16 earnings. We value the
stock at 11x its expected FY16 standalone EPS of Rs9.0. We raise our target
price on TVSM to Rs99 (earlier Rs75) and retain ACCUMULATE rating on the
stock.

 Quarterly performance

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

 Total Revenues  21,557  17,752  21.4  20,576  4.8

 Total expenditure  20,170  16,814  20.0  19,342  4.3

 RM consumed  15,443  12,690  21.7  14,619  5.6

 Employee cost  1,220  928  31.5  1,230  (0.8)

 Other expenses  3,508  3,197  9.7  3,493  0.4

 EBITDA  1,387  938  47.9  1,234  12.4

 EBITDA margin (%)  6.4  5.3  -  6.0  -

 Depreciation  361  347  4.0  327  10.3

 Finance cost  83  56  50.0  53  56.8

 Other Income  66  96  (31.3)  78  (14.7)

 Extraordinary income / (loss)  (301)  (908)  -  -

 PBT  708  (277)  -  932  (24.0)

 PBT margins (%)  3.3  (1.6)  4.5

 Tax  187  50  272.5  244  (23.2)

 Tax rate (%)  26.4  (18.1)  -  26.1  -

 Reported PAT  521  (327)  -  688  (24.2)

 PAT margins (%)  2.4  (1.8)  -  3.3  -

 Adjusted PAT  822  581  41.4  688  19.4

 Adjusted EPS (Rs)  1.7  1.2  41.4  1.4  19.4

 Total Volumes (Nos)  563,681  498,304  13.1  532,989  5.8

 Net Realization (Rs)  37,624  35,162  7.0  38,175  (1.4)

 RM cost per vehicle (Rs)  27,396  25,466  7.6  27,428  (0.1)

Source:

Standalone Result Highlight
 Standalone revenues for the quarter grew by 21% YoY to Rs.21,227mn. Vol-

umes during the same period grew by 13% and average realization moved up
by 7%. Export revenues stood at Rs4,500mn.

 On QoQ, revenues were higher by 5% driven by 6% jump in volumes. Realiza-
tion dropped by 1.4% on account of passing of excise duty benefit to the end
customer.

RESULT UPDATE

Arun Agarwal
arun.agarwal@kotak.com

+91 22 6621 6143

Summary table

(Rs mn)  FY14E  FY15E  FY16E

Sales  79,619  91,754  104,361
Growth (%)  12.7  15.2  13.7
EBITDA  4,781  5,877  6,963
EBITDA margin (%)  6.0  6.4  6.7
PBT  3,515  4,661  5,697
Adjusted Net profit  2,615  3,496  4,272
Adjusted EPS (Rs)  5.5  7.4  9.0
Growth (%)  44.9  33.7  22.2
Adjusted CEPS (Rs)  8.3  10.4  12.2
Book value (Rs/share) 29.8  35.4  42.8
Dividend/share (Rs)  1.4  1.4  1.4
ROE (%)  19.8  22.6  23.0
ROCE (%)  19.8  22.9  24.2
Net cash (debt)  (3,933)  (4,026)  (3,094)
NW Capital (Days)  (3)  (4)  (2)
P/E (x)  16.7  12.5  10.2
P/BV (x)  3.1  2.6  2.1
EV/Sales (x)  0.6  0.5  0.4
EV/EBITDA (x)  10.0  8.1  6.7

Source: Company, Kotak Securities - Private
Client Research
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 TVSM reported gross margin of 27.2% during the quarter. Adjusted for excise
duty compensation to dealers, gross margin stood at 27.6%. TVSM had reported
gross margin of 27.6% in 4QFY13 and 28.2% in 3QFY14. Sequential drop in
gross margins is on account of change in product mix.

 Employee cost at Rs1,220mn remained similar QoQ. However on a YoY basis,
employee cost jumped by 31.5% on a lower 4QFY13 base.

 Other expenses stood largely under control during the quarter. Despite 6%
higher volumes and expenses related to auto expo, other expenses witnessed a
marginal 0.4% increase as compared with 3QFY14. Over 4QFY13, other ex-
penses at Rs3,508mn was higher by 10% amid 13% volume growth.

 Company reported EBITDA of Rs1,387mn, 48% jump over 4QFY13 and 12% in-
crease QoQ. EBITDA margin expanded from 5.3% in 4QFY13 and 6% in 3QFY14
to 6.4% in 4QFY14. Adjusting for excise duty compensation to dealers, EBITDA
margin stands at 6.9%.

 Finance cost during the quarter includes ~Rs30mn impact of exchange fluctua-
tion and was thereby higher both YoYand QoQ. Depreciation during the quarter
was higher on increased capex.

 During the quarter, TVSM provided for Rs330.9mn as diminution in the value of
investment in TVSM Europe - a wholly owned subsidiary. In 4QFY13, company
had provided for Rs916.3mn towards diminution in the value of investment in the
same subsidiary. Apart from this, there was an exceptional gain of Rs30.3mn
during the quarter.

 Company reported net profit of Rs521mn in 4QFY14. Excluding the net extraordi-
nary/ exceptional loss of Rs301mn, net profit stands increased to Rs822mn. Net
profit would increase further, if we add back the compensation given to dealers
for cut in excise duty.

 During the quarter, the company declared a second interim dividend of Rs0.75.
Earlier during the year, the company had declared an interim dividend of Rs0.65,
thereby taking full year dividend to Rs1.4.

Conference Call Highlights
 Company expects the 2W industry to register 8-10% volume growth in FY15.

TVSM is aiming at gain to 200-250bps market share in the overall 2W industry.

 In exports, TVSM management remained confident of growth momentum con-
tinuing into FY15. To support growth, company will continue entering new mar-
kets. For TVSM, Africa remains the biggest markets accounting for 60-70% of
export volumes.

 TVSM has planned various new launches over the next one year. In the next 3
months, TVSM will be launching Scooty Zest and Star City Plus. In 2HFY15,
TVSM plans to launch a new executive motorcycle and another bigger motor-
cycle. Apart from this, TVSM will soon launch a Wego refresh.

 On a standalone basis, TVSM has interest bearing debt of ~Rs1.3bn and non-in-
terest bearing debt of ~Rs4bn. Cash in the standalone balance sheet stands at
Rs826mn.

 In FY14, TVSM invested ~Rs2.5bn in capex that included new paint shop, new
product development, capacity increase (scooter and 3 wheeler) and R&D. In
FY15, the company expects capex to remain at FY14 levels of Rs2.5bn.

 Investments in subsidiaries in FY14 was  at Rs1.25bn (Rs500mn in the Indonesian
subsidiary and Rs750mn in TVSM Motor Services). Company will continue invest-
ing in subsidiaries as per requirement.
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 In the Indonesian subsidiary, the company incurred EBITDA loss of $8-9mn in
FY14. Company sold 19,300 units in FY14.Indonesian subsidiary need to sell
~6,000 units per month to achieve break-even levels. Management said that
losses in Indonesia will continue in FY15 but will come down.

 On the BMW tie-up, the management said that the project is going as per sched-
ule. New product from this project will be launched in 2HFY15.

Outlook
 After witnessing de-growth in FY13, volumes in FY14 grew marginally on the

back of improved performance in 2HFY14. Launch of Jupiter in the scooter seg-
ment provided the necessary fillip to otherwise lackluster volume performance.

 Moped sales remained weak for major part of FY14. However in 4QFY14, as ex-
pected, moped volumes showed improvement. We expect the recovery wit-
nessed in moped volumes to sustain in FY15 and this along with poor FY14 base
should translate into growth.

 TVSM's motorcycle volumes have not seen much action over the past few years.
Since FY11, TVSM has averaged sales of 63,000-70,000 units per month. New
products planned by the company coupled with expected improved demand sen-
timents should help the company improve volumes in the motorcycle segment
over the next couple of years.

 Export growth has been one of the mainstays for TVSM in FY14. Going ahead
into FY15, we expect export volume growth to continue for the company at a
moderate pace. Given expected recovery in domestic volumes, we do not expect
export volume share in the overall volume mix to rise in FY15. Share of export
volumes for the company had increased from 12% in FY13 to 15% in FY14.

 3W volumes have seen sharp volume growth in the past two years. We expect
the growth momentum to sustain going ahead as well. In the domestic market,
new permits should translate into volume growth.

 Compared with larger peers like Bajaj Auto and Hero MotoCorp, TVSM's
EBITDA margins are very low. We believe that there enough levers available
with the company to increase margins in the near to medium term. Factors like
volume growth and improvement in product mix provides with near to medium
term opportunities.

 We introduce FY16 estimates and roll over our target price to FY16 earnings. We
value the stock at 11x its expected FY16 standalone EPS of Rs9.0.

 We raise our target price on TVSM to Rs99 (earlier Rs75) and retain ACCUMU-
LATE rating on the stock.

We recommend ACCUMULATE
on TVS Motors with a price

target of Rs.99
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GODREJ CONSUMER PRODUCTS LTD

PRICE: RS.786 RECOMMENDATION: REDUCE
TARGET PRICE: RS.787 FY16E P/E: 25.0X

Godrej Consumer reported stronger than expected profits on the back of
lower advertising and publicity expenses. However, there are several signs
of weakness in the results. Growth in Indonesia continues to be weak.
Indian market growth has softened to 11%, with weakness in soaps and
signs of high base affecting hair color growth. While we factor in 20%
CAGR in EPS through FY14-FY16E, we believe the visibility in the same is
low, and we would like to see more favourable trends in the coming
quarters before making an entry. We maintain REDUCE, with a price target
of Rs 787 (up from Rs.726, as we roll forward to FY16).

Results Summary

Consolidated Financials

Rsmn, FY Ends Mar 4QFY14 4QFY13 % chg y/y 3QFY14 % chg (q/q)

Net Sales 19,240 17,155 12.2 19,789 -2.8

Other Op. Income 75 39 93.6 34 121.5

Total Operating Revenues 19,315 17,194 12.3 19,823 -2.6

Raw Material Expenses 9,233 7,697 20.0 9,250 -0.2

Gross Profit 10,083 9,497 6.2 10,573 -4.6

Gross Margin (%) 52.4 55.4 -3.0ppt 53.3 -0.9ppt

Employees Expenses 1,853 1,713 8.2 1,822 1.7

Advertising & Publicity 1,458 1,626 -10.3 2,275 -35.9

Other Expenditure 3,358 3,369 -0.3 3,371 -0.4

EBITDA 3,414 2,791 22.4 3,105 10.0

EBITDA Margin (%) 17.7 16.2 1.4ppt 15.7 2.0ppt

Depreciation 128 160 -20.0 225 -43.0

EBIT 3,286 2,630 24.9 2,880 14.1

Other Income 194 242 -19.8 173 11.9

Forex gains/ Losses -20 -48 -58.1 -30 -32.3

Interest and Financial Exp. 269 222 21.2 307 -12.5

Exceptional Items 35 1,289 NM 2 NM

PBT 3,226 2,602 24.0 2718 18.7

Provision for Tax 737 531 39.0 558 32.0

Effective Tax Rate (%) 22.9 20.4 2.5ppt 20.5 2.3ppt

PAT before MI 2,488 2,071 20.1 2160 15.2

Minority Interest -126 -19 NM -202 -37.8

PAT (Reported) 2,363 3,341 -29.3 1958 20.7

Source: Company Reports

 GCPL's 4QFY14 revenues came in below our expectations on account of lower
than expected growth in India as well as Indonesia. The company reported xx%
growth in Indian operations. Growth in Indian operations was led by hair color
(+16%, y/y), and household insecticides (+17%, y/y), while soaps registered 1%
growth (4% volume de-growth).  The company has explained that
underperformance in soaps, relative to peer HUL, is likely a result of extended
winter in North and Central India, and the fact that GCPL does not have a prod-
uct portfolio that performs well in winters.

RESULT UPDATE

Ritwik Rai
ritwik.rai@kotak.com
+91 22 6621 6310

Summary table

(Rs mn) FY14E FY15E FY16E

Sales  75,826  87,243  102,074
Growth (%) 18.6 15.1 17.0
EBITDA  11,573  13,533  16,192
EBITDA margin (%)  15.3  15.5  15.9
PBT  10,238  12,124  15,270
Adj. PAT  7,539  8,551  10,716
Adj. EPS (Rs)  22.2  25.1  31.5
Growth (%)  9.2  13.4  25.3
CEPS (Rs)  24.6  27.9  34.8
BV (Rs/share)  121.9  134.7  160.4
Dividend / share (Rs)  5.3  6.1  7.6
ROE (%)  19.7  19.6  21.3
ROCE (%)  15.1  16.2  20.6
Net cash (debt)  (14,378) (10,821)  (623)
NW Capital (Days) 20 20 21
P/E (x)  35.5  31.3  25.0
P/BV (x)  6.4  5.8  4.9
EV/Sales (x)  3.7  3.2  2.6
EV/EBITDA (x)  24.4  20.6  16.6

Source: Company, Kotak Securities - Private
Client Research
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 While organic constant currency growth for the company in international opera-
tions was robust (+17%, y/y), sales were impact by adverse forex movement.
The company registered strong growth in Africa and Latin America. However,
growth from Indonesian operations was soft (+8% constant currency growth, 1%
reported growth), and is a key source of negative surprise on the topline.

 Gross margins of the company contracted 3 ppt on higher material costs in the
Indian and international operations (combined with adverse forex movements),
as also adverse geography mix (Africa geography, which has grown fater in the
quarter, tends to have lower gross margins).

 Advertising and Promotion Expenses for the company registered a significant de-
growth in the quarter. Management has said that advertising and promotion ex-
penses have been low, as the company has not had any significant launches in
the quarter. Going forward, the company has stated that advertising and promo-
tion expenses shall be, on an annual basis, close to FY14 figures.

 On account of savings in A&P expenses, the company's EBITDA outperformed
our estimates by 4%. Adjusted PAT came in 8% ahead of our estimates on
higher other income, lower interest expenses.

 While the company has reported profits ahead of our estimates, we wish to high-
light: 1/ the outperformance is a result of a calibration of advertising spends,
which may not be sustainable, 2/ significant slowdown in the Indonesian sales
growth is a negative, since Indonesia sales (household insecticides) and margins
tend to be more stable than the rest of international operations.

Outlook and Investment View
 We expect softness in the company's personal wash (India) segment to persist for

a few quarters. Although the company should recover from present levels in the
coming quarters, the category growth itself has weakned, and we expect this
trend to persist in the near - term.  We note that growth in hair color has mod-
erated from highs seen earlier this year, and this moderation too, is likely to
persist as higher base kicks in. As such, we expect Indian sales growth to remain
moderate in the coming quarters.

 Indonesian sales are unlikely to pick up significantly in the near-term, in our un-
derstanding. As the company has explained, market share of the company is at
historical highs at the end of the quarter, However, category growth has weak-
ened.

 Overall, we model for 16% CAGR in revenue growth through FY14-FY16E.

 Gross margins of the company could continue to see some contraction in the
coming years, on account of : 1/ likely lower gross margins in soaps, and 2/ rising
contribution of Africa to sales, which shall impact gross margins negatively. We
model for savings in other costs, leading to a 60 bps rise in EBITDA margins
though FY14-FY16E.

 We estimate 20% CAGR in earnings through FY14-FY16, aided by reasonable
growth in India, and cost savings factored into the model. Although earnings
expectations are strong relative to our FMCG universe, we believe: 1/  the visibil-
ity on the same is weak, on account of reducing reliance on the Indonesian ge-
ography, and 2/ potential for rising competitive pressures in Indian market with
L'oreal launching a low-price hair color. Given that soaps are already showing
weak signs ,and household insecticides could see some price pressure, we be-
lieve the visibility in revenues from India is weak as well , 3/ our earnings growth
estimates are largely dependent on cost savings assumptions, which may not
materialize (margins in GCPL international operations, especially non-Indonesia,
have proven difficult to estimate).

 We continue to maintain a negative stance on GCPL, with a price target of Rs
787 (25x PER FY16E).

We recommend REDUCE on
Godrej Consumer Products

with a price target of Rs.787
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DABUR INDIA LTD

PRICE: RS.178 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.201 FY16E P/E: 24.0X

Dabur has reported in-line results. The results reinforce our view that Dabur
is likely to outperform peers' revenue and earnings growth in the coming
quarters. Management guidance points to continued outperformance in the
quarters ahead. Progress on 'Project CORE' has been satisfactory, and
management expects to utilize the improved distribution to launch several
new products in the OTC/ health supplements space in the quarters ahead.
Maintain a positive stance on Dabur. ACCUMULATE, with a price target of Rs
201.

Results Summary

Quarterly Financials, Dabur India Ltd

Rsmn, FY Ends Mar 4QFY13 1QFY14 2QFY14 3QFY14 4QFY14

Net Sales 15,311 16,511 17,488 19,043 17690.2

Growth (%) 12.3 12.9 14.9 16.8 15.5

Raw Material Expenses 7,399 8,074 8,072 9,275 8580.2

Gross Profit 7,912 8,437 9,416 9,768 9,110

Gross Margin (%) 51.7 51.1 53.8 51.3 51.5

A&P Expenses 1,919 2,542 2,275 2,896 2283.8

% of sales 12.5 15.4 13.0 15.2 12.9

Personnel Expenses 1,209 1,313 1,588 1,580 1528.6

Other Expenses 2,181 2,228 2,315 2,366 2397.1

EBITDA 2,603 2,355 3,238 2,925 2,901

Margin (%) 17.0 14.3 18.5 15.4 16.4

Depreciation and Amortization 281 287 236 255 263.4

EBIT 2,322 2,068 3,003 2,670 2,637

Other Operationg Income 126 54 54 50 53.9

Other Income 230 366 226 339 383.4

Interest Expenses 150 133 200 72 136.9

PBT 2,527 2,355 3,083 2,988 2,938

Provision for Tax 507 484 579 546 582.2

PAT 2,021 1,870 2,504 2,442 2,355

Source: Company Reports

 Dabur India reported a robust 15.5% sales growth for the quarter. Domestic op-
erations registered 14% y/y growth, while international operations registered
19.7% y/y growth. Reported revenues were 1% ahead of our estimates.

 Among domestic operations, sales growth was led by digestives (+23%, y/y),
foods (+21%, y/y), health supplements (+18%, y/y), and oral care (+17%, y/y).
Hair care continues to register weak growth (+6% y/y) on account of weakness
in hair oils (industry growth rate of 0%). The home care segment was weak rela-
tive to strong growth that it has registered in the rest of the year on account of
weak institutional sales in the household insecticide category (likely one-off, de-
layed purchase).

 Among international markets, growth was led by Levant markets, North Africa,
Egypt, and GCC. Namaste performed strongly in the non-US markets.

 Reported gross margins were modestly ahead of our estimates. On account of
this, the company has met our EBITDA (and PAT) estimates, even as the adver-
tising and promotional expenses have come in ahead of our estimates (+40 bps
rise on a y/y basis, as % sales).

RESULT UPDATE

Ritwik Rai
ritwik.rai@kotak.com
+91 22 6621 6310

Summary table

(Rs mn) FY14E FY15E FY16E

Sales   70,732  81,687  94,160
Growth (%) 15.1 15.5 15.3
EBITDA  11,564  13,911  16,571
EBITDA margin (%)  16.3  17.0  17.6
PBT  11,363  13,749  16,883
Net profit  9,146  10,762  12,880
EPS (Rs)  5.3  6.2  7.4
Growth (%)  19.1  17.7  19.7
CEPS (Rs)  5.8  6.8  8.1
BV (Rs/share)  15.6  19.5  24.1
Dividend / share (Rs)  1.8  2.0  2.4
ROE (%)  33.8  31.8  30.8
ROCE (%)  32.2  32.7  33.0
Net cash (debt)  (1,525)  5,239  12,511
NW Capital (Days) -12 -8 -2
P/E (x)  33.8  28.7  24.0
P/BV (x)  11.4  9.1  7.4
EV/Sales (x)  4.3  3.7  3.1
EV/EBITDA (x)  26.4  21.5  17.6

Source: Company, Kotak Securities - Private
Client Research
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 While there has been slowdown in discretionary spends, the company noted that
the slowdown has not impacted all discretionary categories (e.g fruit juices re-
mains a high growth space). In the quarter, the company has raised its advertis-
ing spends (rather than promotions), and Dabur's management believes this is
yielding good results for the company.

 On the conference call, the management informed that progress in the 'Project
CORE', aimed at improving the distribution of the company in urban chemist
outlets, is proceeding as per expectations. The company's distribution in top 150
towns of India has risen from 32K outlets to 52K outlets. The management ex-
pressed hope that the number could be taken up to 75K in the course of the
year. Dabur intends to utilize the distribution network to launch several products
in the healthcare space (OTC as well as helath supplements) for which the ex-
pansion would be useful.

Outlook and Investment View
 In line with our expectation, Dabur continues to outperform FMCG peers. We

believe that this is a result of diversified and well positioned product portfolio of
Dabur, and expect the trend to sustain.

 Management has expressed the opinion that the company should be able to
maintain its gross margins (if need be, through price hikes), in the first half of
FY15. In 1HFY15, management expects the volume growth to be in the region of
8-10%. If the environment improves towards the later half of the year, the com-
pany would like to see stronger growth and perhaps higher gross margins.

 Dabur intends to launch several products in the healthcare space over the com-
ing quarters. The company has said that the phasing of these launches would be
dependent on the economic scenario and the flexibility that the same offers to
the company.

 Project CORE and its results could provide Dabur a somewhat unique growth
path. The management indicated that over the next few years, the company
plans that healthcare growth should substantially exceed the remaining portfolio
of the company. The same could provide even greater stickiness on Dabur's
products and could enhance long-term margins. As of now, the management
would not be looking at any acquisition opportunities. We see these as potential
positive developments, with implications on the growth/ margin path as well as
(in the near - term) valuations.

 We believe that the company remains on track to meet our estimates ofr FY15/
FY16. We expect Dabur to deliver 19% CAGR in earnings through FY14-FY16E.
We maintain our positive stance on Dabur India. ACCUMULATE, with price tar-
get of Rs 201.

We recommend
ACCUMULATE on Dabur India
with a price target of Rs.201
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GUJARAT PIPAVAV PORT LIMITED (GPPL)
PRICE: RS.84 RECOMMENDATION: BUY
TARGET PRICE: RS.101 FY14E P/E: 16.7X

GPPL defers capex - to benefit the company
We are increasing the target price of GPPL from Rs 80 to Rs 101/share on the
back of (1) strong volume growth (2) healthy operations with improved, (3)
regular client addition (4) improved rail operations and (5) Roll over of
target to CY15E

GPPL has now cut its capex plan for container segment to Rs 4.5 bn from Rs
9 bn and also scrapped its capex plan for the bulk terminal plan. We
estimate the deferment as rational as the current capacities are enough for
medium term growth. Overall we estimate container volumes for the port
to grow by ~17% to 0.77 mn TEUs in CY14E and by ~18% to 0.91 mn TEUs in
CY15E. High margin liquid should start contributing to the volume from the
current year (CY14).  Pipavav Rail Corporation has also started contributing
to the profitability. Recommend BUY with an increased TP of Rs 101 (earlier
Rs 80). High dependence on container segment and increasing port
competition in Gujarat are two key risks to investment in the stock.

GPPL revises capex plan
GPPL has significantly cut its capex plans to Rs 4.5 bn from a total capex of Rs 11 bn
outlined in CY13 (Rs 9 bn for container and Rs 2 bn for bulk). The company has now
cut the container capex plans to Rs 4.5bn and put the bulk capex plans on hold.

The deferment In capex is primarily due to weak volumes in the bulk segment and
already enough capacity in place in the container segment. The revise plans would
result in increase container capacity to 1.5 mn TEUs (from ~1 mn TEUs) while bulk
capacity (5 mn tons) and liquid capacity (2 mn tons) would remain unchanged. GPPL
had earlier outlined a plan to increase container capacity to 2 mn TEUs and bulk
capacity to 10 mn tons.

Revised capex plan of GPPL

Segment Current Capacity Current plan Earlier Plan

Container 1 mn TEUs 1.5 mn TEUs 2.0 mn TEUs

Bulk 5 mn tons No addition 10 mn tons

Liquid 2 mn tons No addition No addition

Source: Company, Kotak Securities - Private Client Research

New capex plan sufficient for near term growth
Even the revised capex plans would be sufficient to support our near-term volume
estimates of 0.77 mn TEUs and 0.91 mn TEUs of container cargo for CY14E and
CY15E, respectively. We believe that the port may have to start expanding capacity
from CY17E and complete the expansion of the same by CY18E when the volumes
are expected to reach optimal level.

Container volumes continue to be strong - regular client addition
Company reported highest ever container volume of ~194,000 TEUs (+19% QoQ
and +24% YoY) in Q4CY13. We could attribute the strong increase in volumes to 1)
seasonality - Q3/Q4 are typically strong quarters (2) addition of a new lines (3) scale-
up in volumes of existing lines (added over the past few quarters). We estimate con-
tainer volumes for the port to grow by ~17% to 0.77 mn TEUs in CY14E and by
~18% to 0.91 mn TEUs in CY15E.

Summary table

(Rs mn) CY13 CY14E CY15E

Sales 5,181 6,099 7,214
Growth (%)  24.5  17.7  18.3
EBITDA 2,571 3,132 3,796
EBITDA margin (%)  49.6  51.4  52.6
PBT 1,758 2,332 2,946
Net profit 1,758 2,332 2,430
EPS (Rs) 3.6 4.8 5.0
Growth (%)  137.9  32.7  4.2
CEPS (Rs)  4.9  6.2  6.5
BV (Rs/share)  28.7  33.5  38.6
Dividend / share (Rs) 0 0 0
ROE (%)  12.7  14.4  13.0
ROCE (%)  10.6  11.7  12.9
Net cash (debt)  (767)  150  900
NW Capital (Days) (17.7) (19.3) (21.0)
EV/EBITDA (x)  16.1  12.9  10.5
P/E (x)  23.1  17.4  16.7
P/Cash Earnings  17.2  13.6  13.0
P/BV (x)  2.9  2.5  2.2

Source: Company, Kotak Securities - Private
Client Research

MANAGEMENT MEET UPDATE

Amit Agarwal
agarwal.amit@kotak.com

+91 22 6621 6222
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Quarterly Volumes for GPPL

Segment Q4CY12 Q1CY13 Q2CY13 Q3CY13 Q4CY13

Container (No of TEUs) 156,547 161,000 143,000 163,000 193,729

Bulk (mn tonnes) 0.76 0.56 1.02 0.99 0.54

Rail volumes (mn tonnes) 1.7 2.1 1.9 2.1 1.9

ICD volumes (TEUs) 98,900 103,911 101,590 116,320 119,001

No of rakes handled 785 676 672 715 642

Source: Company

Bulk volumes continue to be sedate
The Bulk volumes (primarily coal and fertilisers) were sedate in the quarter at 0.54
lakh tonnes. Coal, fertilizer and minerals were fairly stable for the entire CY13. We
are not very optimistic about the bulk and liquid cargo in near term as captive liquid
and bulk volume would depend on revival or restart of certain stalled projects in the
vicinity.

There is a huge potential even for liquid cargo -from CY14E
GPPL can handle liquid cargo of ~2 mtpa but currently handling almost zero.  Com-
panies like Aegis Logistics, Gulf Petrochem Ltd and Indian Molasses Company (IMC)
have signed lease agreements with the company wherein GPPL will lease out its
land to these companies to be used for fuel farms and liquid cargo. This would cre-
ate potential for liquid cargo at GPPL as the liquid would have to be handled at the
liquid jetty of GPPL. Management indicated that the progress on the construction of
the tankage farms remains on track and expects the same to be completed shortly.
The below table indicated the potential for liquid cargo for the company in the long
term.

GPPL is expected to earn revenue in the form of lease rentals from land and charges
for the usage of sea side facilities from these contracts. Margins from these contracts
are expected to be close to 80% as they are based on lease-rental model. Revenue
contribution from the liquid cargo is expected to be low for next 2-3 years but could
increase as and when expansion happens post CY14E. We estimate the company to
start handling liquid cargo from CY14E with volume of 0.4 mn tons.

Creation of tank farms - Potential for Liquid cargo at GPPL

Company Tank Capacity (lakh litres) Status

Aegis Logistics 600,000 CY14 or post

Gulf Petrochem 100,000 CY14 or post

Indian Molasses Company 100,000 CY14 or post

Source: Company, Kotak Securities - Private Client Research

Rail subsidiary PRCL has started contributing to profitability
Pipavav Rail Corporation Ltd (PRCL) is the 50:50 Joint Venture Company of Indian
Railways and Gujarat Pipavav Port Ltd (GPPL) with an equity investment of Rs 1.6
bn, set up to construct, maintain and operate 271 kilometer long broad gauge rail-
way line connecting Port of Pipavav to Surendranagar Junction of Western Railway,
in the state of Gujarat.

The rail operation has been reporting profits for the last 3 years. Infact it reported
strong scale-up in operations (with increased volumes from the port) and reported
strong revenues of Rs1.8 bn in FY13 with a net PAT of Rs 464 mn. The company has
declared it's first-ever dividend - declared 5% interim dividend for FY14. Other in-
come of the current quarter includes Rs 38 mn received as dividend from Pipavav
Rail Corporation.
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Financial performance of PRCL for the last five years

Rs mn FY09 FY10 FY11 FY12 FY13

Sales 684 766 896 1530 1790

Profit -238 -180 35 553 464

Source; Company

We expect healthy growth in container volumes of 17.5% CAGR
over CY13 to CY15E
Overall we estimate container volumes for the port to grow by ~17% to 0.77 mn
TEUs in CY14E and by ~18% to 0.91 mn TEUs in CY15E. The growth in volumes is
likely to be led by the (1) pick up in global trade (2) scale-up in volumes from exist-
ing container line and (3) addition of new lines.

Volume Estimates for GPPL

Segment CY11 CY12 CY13 CY14E CY15E CY16E

Containers (TEUs) 0.61 0.57 0.66 0.77 0.91 1.01

Bulk (mn tonnes) 3.7 3.9 3.1 3.5 4.2 4.7

Container (mn tonnes) 7.9 7.4 8.6 10.0 11.8 13.1

Crude (mn tonnes) 0.0 0.0 0.0 0.4 0.8 1.2

Total volumes (mn tonnes) 11.6 11.3 11.7 13.9 16.8 19.0

Source; Company, Kotak Securities - Private Client Research

Unlikely to raise any debt to fund the capex plans
Unlikely to raise any debt to fund the capex plans as the existing cash balance of Rs
2 bn and cashflow generation of ~Rs 2 bn per annum would be more than sufficient
to fund the capex.

Valuation and Recommendation
Overall we estimate container volumes for the port to grow by ~17% to 0.77 mn
TEUs in CY14E and by ~18% to 0.91 mn TEUs in CY15E. High margin liquid should
start contributing to the volumes from the current year. With improving operating
leverage, we expect the margins of the company to improve. Debt situation of the
company has also improved. Pipavav Rail Corporation has also started contributing
to the profitability. The company's strong parentage and tie-ups also add value to
the company. Our estimate of the net present value of equity cash flow of the exist-
ing businesses - sum-of-parts value comes at ~ Rs 95 per share. Pipavav Rail Corpo-
ration contributes ~ Rs 6 per share to the value of GPPL valuing the company at Rs
101 per share.

Reiterate BUY on the stock with an increased TP of Rs 101 (earlier Rs 80) on the
back of (1) strong volume growth (2) healthy operations with improved, (3) regular
client addition (4) improved rail operations and (5) Roll over of target to CY15E. High
dependence on container segment and increasing port competition in Gujarat are
two key risks to investment in the stock.

Valuation Table

Value of Share of Base case
equity GPPL (12.0%
Rs mn (%)  WACC)

Port 45,881 100.0 45,881

Gujarat Pipavav Rail Corporation (at Book value) 8,000 38.0 3,040

Total Value 48,921

No of shares (mn) 483.4

Value per share 101

Source: Kotak Securities - Private Client Research

We recommend BUY on
Gujarat Pipavav Port with a

price target of Rs.101



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 18

MORNING  INSIGHT April  30,  2014

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

Gainers

Tech Mahindra  1,846  1.2  NA  0.8

Ambuja Cement  202  1.2  NA  1.8

ACC  1,300  1.0  NA  0.4

Losers

Jindal Steel  253  (7.5)  NA  3.5

Tata Steel  406  (4.8)  NA  6.9

Hindustan Unilever  562  (3.2)  NA  1.5

Source: Bloomberg

Bulk deals Trade details of bulk deals

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

(Rs)

29-Apr Ace Edutrend Cherry Cosmetics Pvt Ltd B  177,050  33.4

29-Apr AKL Sof Info Kirit Vinodbhai Vaghela S  1,890,252  0.1

29-Apr Bharat Immun-$ IDBI Bank Ltd S  300,000  12.0

29-Apr Bharat Immun-$ IDBI Bank Ltd S  250,000  12.2

29-Apr Chandrika Trad Littlestar Tradecom Pvt Ltd B  349,500  2.9

29-Apr Chandrika Trad Ajai Kumar Rastogi S  350,000  2.9

29-Apr Cubical Fin Lukhram Goyal B  912,750  16.4

29-Apr Inland Print Inland Dataforms Pvt Ltd S  40,100  5.7

29-Apr Inland Print Radiance Exim Pvt B  39,100  5.7

29-Apr Shreeyash Mamta Kchadiwal S  49,545  13.0

29-Apr Shreeyash Sri Kakatiya Shelters Pvt Ltd B  75,000  13.0

29-Apr Shristi Infra Sujit Kanoria B  600,000  75.0

29-Apr Shristi Infra Opulent Venture Capital Trust S  600,000  75.0

29-Apr Sterling Hol India Discovery Fund Ltd S  2,363,843  98.0

29-Apr Sterling Hol Sidharth Shankar Subramanian S  3,780,500  98.0

29-Apr Sterling Hol Thomas Cook Insurance Services B  6,144,343  98.0

Source: BSE
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Forthcoming events Company/Market
Date Event

30-Apr Aarti Drugs, Carborundum Universal, Dewan Housing, Everest Inds, Greaves
Cotton, IDBI Bank, Kansai Nerolac, KEC Intl, Kotak Mahindra Bank, Marico,
Merck, NOCIL, Orient Cement, Oriental Bank, Petronet LNG, PTC India, Raymond,
RPG Life, Sterlite Tech earnings expected

1-May Bata India, Gateway Distriparks Ltd earnings expected

2-May 3I infotech. Ginni Filaments, Grasim Ind, Hindustan Cons, NRB India, Pfizer, TRF,
VGuard Inds, Gammon Infra, Lanco Inds, Nucleus Soft, Sun Pharma Adv earnings
expected

3-May Gammon Infra, Lanco Inds, Nucleus Soft earnings expected

5-May Ajanta Pharma, Canara Bank, Century Enka, Emami, Eveready Inds, NELCO,
Pantaloon, Piramal Ent, Tube Invest, United Bank earnings expected

6-May Arvind Remedies, Asian Films, Gate, Gillette India, Gujarat Pipavav, HDFC,
Vijaya Bank, Voltamp Trans earnings expected

7-May Allahabad Bank, Kajaria Ceramics, Lupins, Maars Software, Paper Products,
Procter & Gamble, Syndicate Bank earnings expected

8-May Adhunik Metal, Digjam, Disa India, Finolex Cables, GIC Housing, GIC Housing,
Glenmark Pharma, Gulf Oil Corp, JMT Auto, Orient Paper, TVS Electronics,
Union Bank earnings expected

9-May Andhra Bank, Eicher Motors, Ranbaxy Labs, Timken India, Torrent Pharma,
UCAL Fuel, Xpro India earnings expected

10-May Bengal Tea, Unichem Labs earnings expected

12-May Aditya Spin, Finolex Inds, TV Today earnings expected

13-May Castrol India, Dr. Reddy’s Lab, IL&FS Trans, Maharashtra Scooters, Mangalore Ref,
Nestle India, Rashtriya Chem, Sagar Cements earnings expected

14-May Asian Paints, Bajaj Finserv, Bajaj Finance, Gabriel India, Mphasis, Tech Mahindra,
earnings expected

15-May Apollo Tyres, Bajaj Auto, EID Parry, Mirc Elect, Yash Paper earnings expected

Source: BSE
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Disclaimer
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
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.

In case you wish to escalate your concern / query, please write to us at ks.escalation@kotak.com and if you feel you are still unheard, write to our
customer service HOD at ks.servicehead@kotak.com.

Fundamental Research Team
Dipen Shah
IT
dipen.shah@kotak.com
+91 22 6621 6301

Sanjeev Zarbade
Capital Goods, Engineering
sanjeev.zarbade@kotak.com
+91 22 6621 6305

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

Saurabh Agrawal
Metals, Mining
agrawal.saurabh@kotak.com
+91 22 6621 6309

Saday Sinha
Banking, NBFC, Economy
saday.sinha@kotak.com
+91 22 6621 6312

Arun Agarwal
Auto & Auto Ancillary
arun.agarwal@kotak.com
+91 22 6621 6143

Ruchir Khare
Capital Goods, Engineering
ruchir.khare@kotak.com
+91 22 6621 6448

Ritwik Rai
FMCG, Media
ritwik.rai@kotak.com
+91 22 6621 6310

Sumit Pokharna
Oil and Gas
sumit.pokharna@kotak.com
+91 22 6621 6313

Amit Agarwal
Logistics, Transportation
agarwal.amit@kotak.com
+91 22 6621 6222

Jayesh Kumar
Economy
kumar.jayesh@kotak.com
+91 22 6652 9172

K. Kathirvelu
Production
k.kathirvelu@kotak.com
+91 22 6621 6311

Technical Research Team

Shrikant Chouhan
shrikant.chouhan@kotak.com
+91 22 6621 6360

Amol Athawale
amol.athawale@kotak.com
+91 20 6620 3350

Premshankar Ladha
premshankar.ladha@kotak.com
+91 22 6621 6261

Derivatives Research Team
Sahaj Agrawal
sahaj.agrawal@kotak.com
+91 79 6607 2231

Rahul Sharma
sharma.rahul@kotak.com
+91 22 6621 6198

Malay Gandhi
malay.gandhi@kotak.com
+91 22 6621 6350

Prashanth Lalu
prashanth.lalu@kotak.com
+91 22 6621 6110


	Economy News
	Corporate News
	KPIT TECHNOLOGIES
	TVS MOTORS (TVSM)
	GODREJ CONSUMER PRODUCTS LTD
	DABUR INDIA LTD
	GUJARAT PIPAVAV PORT LIMITED (GPPL)
	Bulk deals
	Gainers & Losers
	Forthcoming events
	Disclaimer

