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Economy News
 Government plans to strip the Reserve Bank of India of its powers to

regulate government bonds, but leave the central bank in charge of other
money market instruments, three government sources with direct
knowledge of the matter said. (ET)

 Indigo is preparing to launch an initial public offer (IPO) of at least $400
million in first quarter (April-June) of the next financial year (2015-16).
According to sources, the airline is expected to net a record profit of up to
Rs 22.2 bn this fiscal (2014-15), mainly due to low oil prices.  (ET)

Corporate News
 Banks owed nearly $6 billion by Bhushan Steel Ltd could extend the

maturity of the Indian steelmaker's debt under a central bank scheme that
would spare the lenders from booking hefty provisions, bankers said. (ET)

 Wockhardt notified that there were no findings by US FDA with respect
to data security and control measures in laboratory and manufacturing at
its Chikalthana facility in Aurangabad. However, the US drug regulator is
yet to notify its final decision to concerned stakeholders, and the process
may typically stretch between three to six months. (FE)

 The government has firmed up a list of PSUs to be divested next fiscal,
starting with BHEL in April, in a bid to meet the Rs 410 bn stake sale target
for 2015-16. At the current market price, sale of over 12.23 crore shares in
BHEL would fetch around Rs 32 bn to the exchequer. (ET)

 Crompton Greaves is close to selling 35% stake in its consumer durables
business to private equity firm Advent for $300 million. The transaction
with Advent has valued the consumer business at Rs 80 a share though an
official announcement from Crompton is still pending. (BS).

 The battle for the control of Mangalore Chemicals and Fertilizers
(MCF) seems reaching a climax, with rival bidder Deepak Fertilisers and
Petrochemicals Corporation willing to sell its stake in MCF. The open offer
from Zuari group has got an approval from the Securities and Exchange
Board of India (Sebi). The Competition Commission of India (CCI)'s nod is
pending. (BS)

 Anil Ambani is ready to make his debut in the defence sector with a
subsidiary of Reliance Infrastructure set to bid for two major military
chopper contracts worth over $3 billion. Sources said that Reliance
Infrastructure has tied up with a European manufacturer through one of
its subsidiaries and has responded to a request for information (RFI) by the
Indian Navy. (ET)

 Sources with direct knowledge share that private equity firm, TPG Capital
has put its 20% stake in Shriram City Union Finance on the block. TPG
is in talks with several private equity players like KKR, Apax, GAAP,
Warburg Pincus, to name a few, sources shared. (ET)

 SAIL has undertaken modernisation and expansion at five of its steel
plants to augment its crude steel production capacity to 21.4 MTPA. The
indicative investment for the current phase of expansion is estimated at Rs
619 bn. (ET)

 Usha Martin has received shareholder approval to issue 34.28 mn
warrants (at a maximum price of Rs35 a warrant) to its promoters on
preferential basis. Shareholders have also approved Rs4bn non-convertible
debentures issue on private placement. (BL)

 The government is likely to give nine coal mines to state-run Coal India
Ltd (CIL) in case the ongoing scrutiny establishes that there was
cartelisation in the recent auction for these blocks. (BS)

Equity
% Chg

18 Mar 15 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  28,622  (0.4)  (2.9)  4.6
NIFTY Index  8,686  (0.4)  (2.4)  5.6
BANKEX Index  21,925  0.5  (0.1)  3.7
BSET Index  11,610  (0.9)  (3.7)  9.9
BSETCG INDEX  17,436  (0.7)  0.3  13.3
BSEOIL INDEX  9,552  0.7  (3.7)  (4.4)
CNXMcap Index  13,255  0.2  0.4  8.7
BSESMCAP INDEX  11,162  0.2  (1.9)  2.2

World Indices
Dow Jones  18,076  1.3  0.5  1.5
Nasdaq  4,983  0.9  1.2  4.6
FTSE  6,945  1.6  0.8  6.1
NIKKEI  19,544  0.6  6.3  10.2
HANGSENG  24,120  0.9  (1.7)  5.6

Value traded (Rs cr)
18 Mar 15 % Chg - Day

Cash BSE  3,580  (9.5)
Cash NSE  18,204  (4.9)
Derivatives  232,303  (22.3)

Net inflows (Rs cr)
17 Mar 15 % Chg MTD YTD

FII  333  (148)  6,163  32,744
Mutual Fund  231  (40)  2,348  7,159

FII open interest (Rs cr)
17 Mar 15 % Chg

FII Index Futures  20,602  (2.2)
FII Index Options  64,338  4.6
FII Stock Futures  61,583  1.1
FII Stock Options  3,277  0.4

Advances / Declines (BSE)
18 Mar 15 A B T Total % total

Advances 146 902 184  1,232 42
Declines  152  1,172  217  1,541 53
Unchanged  2  94 30  126 4

Commodity % Chg

18 Mar 15 1 Day 1 Mth 3 Mths

Crude (US$/BBL)  42.2  (2.8)  (19.0)  (21.9)
Gold   (US$/OZ)  1,148.7  (0.5)  (4.2)  (3.7)
Silver  (US$/OZ)  15.6  (0.5)  (5.0)  (2.4)

Debt / forex market
18 Mar 15 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  7.8  7.8  7.7  7.9
Re/US$  62.7  62.7  62.3  63.1

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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KAJARIA CERAMICS LTD

PRICE: RS.755 RECOMMENDATION: BUY
TARGET PRICE: RS.860 FY17E P/E: 20.6X

 Strong volume growth expected on account of ongoing expansion

 Margins are likely to remain strong due to change in product mix and
decline in gas prices

 Expected GST implementation by April,2016 is likely to be a game
changer for the sector

 Benefit of Swachch Bharat Abhiyaan are also expected to translate into
higher volumes for the company going forward

 We introduce FY17 estimates for the company and continue to main-
tain BUY recommendation on the stock.

Key highlights about the company

Demand growth to remain strong
Consumption of tiles has grown at a CAGR of 13% over last 4-5 years and has
been led by increasing consumerism and urbanization. Despite slowdown being
witnessed in the real estate sector, we expect the demand scenario to remain
strong going forward in medium to long term coming mainly from tier 2 and tier
3 cities led by rising income levels, increasing urbanization, change in consumer
preferences as well as on account of replacement demand. This is likely to ben-
efit Kajaria Ceramics as company is ideally positioned to capture incremental
demand with its strong distribution network.

Ongoing capex to lead to strong growth in volumes
Kajaria Ceramics has expanded its capacity by 7.5 Mn sq m during H1FY15 and
another 5 Mn sq m expansion at Taurus JV is likely to commission by March,
2015. Company is also on track for its brownfield expansion of 3 Mn sq m at its
existing location in Rajasthan for ceramics tiles. Thus, it plans to reach a capac-
ity of 62.1 mn sq m by end of FY15. With further greenfield expansion of 5 Mn
sq m of polished vitrified tiles at a new location in Rajasthan, company is ex-
pected to increase its capacity to 67.1 mn sq m during FY16. This is likely to re-
sult in strong volume growth going forward. We thus expect volumes to grow at
a CAGR of 15.6% between FY14-FY17.

Expected GST implementation to benefit organized sector players
GST implementation is likely to be a game changer for the sector as it is likely to
result in higher taxation for the unorganized sector. Due to excise duty avoid-
ance and lower taxes being paid by the unorganized sector, they were able to
price their products at cheaper rates as compared to the organized players. Ex-
pected implementation of GST by April, 2016 is likely to reduce the cost differ-
ential between the unorganized and organized players, thereby providing a level
playing field. This is then likely to result in shift in customer's preferences to-
wards organized sector due to lower cost differential, better quality and design.
We expect Kajaria Ceramics to benefit significantly post the implementation of
GST.

Summary table

(Rs mn) FY15E FY16E FY17E

Sales  21,993  28,366  32,477
Growth (%) 20.0 29.0 14.0
EBITDA  3,409  4,539  5,196
EBITDA margin (%) 15.5 16.0 16.0
PBT  2,515  3,682  4,356
Net profit  1,649  2,447  2,908
EPS(Rs)  20.8  30.8  36.6
Growth (%) 26.0 48.0 19.0
CEPS (Rs)  28.3  39.5  46.2
BVPS (Rs)  92.7  119.4  152.0
DPS (Rs)  3.5  3.5  3.5
ROE (%)  26.0  29.0  27.0
ROCE (%)  29.3  34.1  34.0
Net debt  1,855  1,257  (159)
NW capital (Days)  45.0  45.0  45.0
P/E (x)  36.4  24.5  20.6
P/BV (x)  8.1  6.3  5.0
EV/Sales (x)  2.8  2.2  1.8
EV/EBITDA (x)  18.1  13.5  11.5

Source: Company, Kotak Securities - Pri-
vate Client Research

COMPANY UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302
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Decline in gas prices to benefit the company going forward

Company has been able to witness an improvement in margins mainly led by
higher tile realizations and more value added products in the sales. Going ahead
we believe that decline in long-term LNG contract rates, post the steep decline
in spot rates, would be margin accretive for the company. For its Gujarat JVs,
gas prices are linked to spot RLNG prices which has witnessed a decline in past
few months due to decline in crude prices. We thus expect gas prices for the
company to come down going forward since currently industry is paying a high
price for purchasing gas.

Japan Arrival based spot LNG import price (USD/mmbtu)

Source: Bloomberg

RLNG prices (US $/mmbtu)

Source: Company

Financial outlook
 Revenues - We expects volumes to grow at a CAGR of 15.6% between

FY14-17 led by higher volumes from JVs and own production. Imported tile
volumes are likely to remain flat. With improvement in average tile realiza-
tions, we expect revenues to grow at a CAGR of 21% between FY14-17.

 Operating margins - Margins are likely to remain strong at 15.5%/16%/
16% for FY15/16/17 led by improvement in product mix towards more high
value added products as well as expected decline in the gas prices.

 Net profits - We thus expect net profits to grow at a CAGR of 32.4% be-
tween FY14-17 led by strong volume growth and higher margins. Its return
ratios are also likely to improve further due to asset light approach of expan-
sion through joint ventures being carried out by the company. We expect
RoCE to move to 34% for FY17 as against 29.1% witnessed during FY14.
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Valuation and recommendation

Stock is currently trading at attractive valuations of 24.5x and 20.6x P/E on FY16
and FY17 estimates. We tweak our estimates and also introduce FY17 esti-
mates. We value the company at 23.5x P/E and arrive at a revised price target
of Rs 860 on FY17 estimates (Rs 712 on FY16 estimates earlier). We continue to
maintain BUY recommendation on the stock.

Key risk to our recommendation would come from sharp hike in gas prices or
rupee depreciation or demand slowdown.

We recommend BUY on Kajaria
Ceramics Ltd with a price target

of Rs.860
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Bulk deals Trade details of bulk deals

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

18-Mar ASL Shikha H Bothra S  237,130  37.0

18-Mar ASL Mohnish O Chhajer B  237,130  37.0

18-Mar BI-$ Surya Prakash Gupta B  129,000  47.0

18-Mar BI-$ Overseas Pvt Ltd S  129,089  47.0

18-Mar BRAKAUT Hemkunt Stock Broking B  150,000  3.0

18-Mar CARERATING Life Insurance Corporation Of India B  2,882,136  1,453.0

18-Mar CARERATING Idbi Bank Limited S  2,900,000  1,453.1

18-Mar CHOICEIN Kamal Poddar B  200,000  29.9

18-Mar CUBIFIN Raghav Bahl S  833,527  3.0

18-Mar CURATECH Maryada Barter Pvt Ltd S  52,516  11.3

18-Mar CURATECH Rama Devi Akiri B  50,000  11.3

18-Mar DELTALTD Lokesh Sachdeva S  100,612  25.6

18-Mar DELTALTD Anil Kumar B  98,612  25.6

18-Mar ELECTHERM Anil Kumar Airen S  64,922  23.3

18-Mar EMEDTECH Haresh I Chhugani S  68,454  17.9

18-Mar GONTER Delhi Iron And Steel Company Pvt Ltd B  196,000  8.7

18-Mar GONTER Asian Portfolio Management Pvt. Ltd. S  196,000  8.7

18-Mar HBSTOCK R M Financial Services Pvt Ltd B  394,142  9.2

18-Mar HBSTOCK Ashari Agencies Limited S  399,362  9.2

18-Mar INDOVATION Chaitanya Varma Kuchchrlapali S  25,000  52.5

18-Mar JRIIIL Munish Financial S  197,529  64.9

18-Mar JRIIIL Adihemshree Financial S  170,000  64.9

18-Mar JRIIIL Display Trading Pvt Ltd B  175,000  64.9

18-Mar LLOYDELENG Orange Mauritius Investments Ltd B  275,000  173.0

18-Mar LLOYDELENG Zenith Impex Pvt Ltd S  275,000  173.0

18-Mar LLOYDELENG Rajul Estate Pvt Ltd S  350,000  170.6

18-Mar LUMITECH Chandika Infrastructure Pvt Ltd B  1,655,955  1.4

18-Mar MAHAVIRIND Leena Investments Consultancy Llp S  180,000  10.0

18-Mar MAHAVIRIND Consortium Infra Projects Limited B  80,000  10.0

18-Mar MAHAVIRIND Achievers Capital Advisory Services B  100,000  10.0

18-Mar NAISARG Khusboo Kalpesh Gada S  55,290  4.8

18-Mar PACL Ashari Agencies Limited S  139,074  17.2

18-Mar POLYLINK Lund And Blockley Pvt Ltd B  650,000  3.9

18-Mar POLYLINK Kashipur Holdings Ltd S  825,000  4.0

18-Mar POLYLINK J Boseck & Co P Ltd B  175,000  4.3

18-Mar PRISMMEDI E S Samuel B  10,000  20.2

18-Mar PRISMMEDI Praveen Mittal & Sons HUF S  27,868  20.0

18-Mar PRISMMEDI Vandana S  13,925  20.0

18-Mar RCCL Raghav Bajoria S  27,047  23.0

18-Mar SAMRATPH-$ Tapan Mahendra Bhavsar S  16,900  38.6

18-Mar SANGHIIND Aavishkar Investors Services Pvt Ltd S  4,500,000  53.8

18-Mar SIPROJECTS Chintala Aruna S  30,478  31.4

18-Mar TIMBOR Dinesh Jain B  140,000  4.3

18-Mar UNISHIRE Sandeep Chhabra S  320,000  14.0

18-Mar VGCL Vinod Garg B  126,000  19.0

18-Mar VGCL Hem Sec Ltd S  126,000  19.0

Source: BSE
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RATING SCALE

Definitions of ratings
BUY – We expect the stock to deliver more than 12% returns over the next 9 months

ACCUMULATE – We expect the stock to deliver 5% - 12% returns over the next 9 months

REDUCE – We expect the stock to deliver 0% - 5% returns over the next 9 months

SELL – We expect the stock to deliver negative returns over the next 9 months

NR – Not Rated. Kotak Securities is not assigning any rating or price target to the stock. The report has been prepared for information purposes only.

RS – Rating Suspended. Kotak Securities has suspended the investment rating and price target for this stock, either because there is not a sufficient
fundamental basis for determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous
investment rating and price target, if any, are no longer in effect for this stock and should not be relied upon.

NA – Not Available or Not Applicable. The information is not available for display or is not applicable

NM – Not Meaningful. The information is not meaningful and is therefore excluded.

NOTE – Our target prices are with a 9-month perspective. Returns stated in the rating scale are our internal benchmark.

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

Gainers

Zee Entertainment  366  3.1  NA 2.9

BPCL  772  2.9  NA 1.4

NMDC Ltd  132  1.9  NA 2.9

Losers

NTPC Ltd  153  (3.3)  NA  16.2

BHEL  258  (2.7)  NA  2.8

Ambuja Cement  253  (2.3)  NA  1.0

Source: Bloomberg
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Disclaimer
Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India's largest brokerage and distribution
house.
Kotak Securities Limited is a corporate trading and clearing member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX
Stock Exchange Limited (MCX-SX), United Stock Exchange of India Limited (USEIL) and a dealer of the OTC Exchange of India (OTCEI). Our businesses include stock
broking, services rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services
and Portfolio Management.
Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited
(CDSL).Kotak Securities Limited is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life
Insurance Limited and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI). We are under the process of seeking registration
under SEBI (Research Analyst) Regulations, 2014.
We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five
years. However SEBI, Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advise letters or levied minor
penalty on KSL for certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has
our certificate of registration been cancelled by SEBI at any point of time.
We offer our research services to clients as well as our prospects.
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 in-
formation of clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment objectives, 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/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide 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 subject company/company (ies) discussed herein or act as advisor or
lender / borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and
opinions at the time of publication of Research Report or at the time of public appearance. Kotak Securities Limited (KSL) may have proprietary long/short position
in the above mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and does not consider risk appetite
or investment objective of particular investor; readers are requested to take independent professional advice before investing. This should not be construed as
invitation or solicitation to do business with KSL. Kotak Securities Limited is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment
decisions independent of the PCG research and accordingly PMS may have positions contrary to the PCG research recommendation.
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 com-
panies 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.
Details of Associates are available on our website ie www.kotak.com
Research Analyst has served as an officer, director or employee of Subject Company: No
We or our associates may have received compensation from the subject company in the past 12 months. We or our associates may have managed or co-managed
public offering of securities for the subject company in the past 12 months. We or our associates may have received compensation for investment banking or
merchant banking or brokerage services from the subject company in the past 12 months. We or our associates may have received any compensation for products
or services other than investment banking or merchant banking or brokerage services from the subject company in the past 12 months. We or our associates have
not received any compensation or other benefits from the subject company or third party in connection with the research report. Our associates may have financial
interest in the subject company. We, our associates, Research analyst and his/her relatives may have other potential/material conflict of interest with respect
to any recommendation and related information and opinions at the time of publication of Research Report or at the time of public appearance.
Research Analyst or his/her relative's financial interest in the subject companies: No
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18002099191 / 1800222299, Offline Customers - 18002099292
Level 2: If you do not receive a satisfactory response at Level 1 within 3 working days, you may write to us at ks.escalation@kotak.com or call us on 022-
42858445 and if you feel you are still unheard, write to our customer service HOD at ks.servicehead@kotak.com or call us on 022-42858208.
Level 3: If you still have not received a satisfactory response at Level 2 within 3 working days, you may contact our Compliance Officer (Name: Sandeep Chordia)
at ks.compliance@kotak.com or call on 91- (022) 4285 6825.
Level 4: If you have not received a satisfactory response at Level 3 within 7 working days, you may also approach CEO (Mr. Kamlesh Rao) at ceo.ks@kotak.com
or call on 91- (022) 6652 9160.
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