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Economy News
 Over 30 highway development projects worth over Rs 88bn are stuck for

want of land. Land acquisition has been delayed by various government
agencies including State administrations and the Environment Ministry as
also because of the disagreements on the price to be paid to land owners.
NHAI depends on State governments to make land available. (BL)

 India will implement internationally accepted reporting rules, IFRS, from
April 1 next year, Minister for Corporate Affairs Veerappa Moily has said.
This will be done even if the proposed new direct taxes code is not
ushered in by that date, he said at an Assocham event here. (BL)

 Fitch has revised down its real GDP forecasts for FY13 to 6.5% from 7.5%
earlier. (Jagran)

 Capital market regulator Sebi, at its board meeting on August 16, will
consider the reintroduction of a 2% entry load for mutual funds sold
beyond the top 15 cities, and giving fund houses greater flexibility in
managing their total expense ratio. As part of long-term measures, the
regulator could also discuss with the government options like tax breaks
to investors, said a person familiar with the development. (ET)

 The government will soon impose restrictions on imports of used capital
goods to protect domestic manufacturers and increase their
competitiveness and necessary notification in this regard will be issued
shortly, a top official said yesterday. (BL)

Corporate News
 Alembic Pharmaceuticals Ltd has entered into a drug development and

licensing agreement with the US-based Accu-Break Pharmaceuticals under
which it plans to launch over five generic drugs in the next two to three
years. (BL)

 The Company Law Board (CLB) will decide Thursday on Unitech's plea to
stay the sale of assets of mobile phone company Uninor. Unitech had
sought to stall the auction of Uninor's assets fearing that Norwegian
telecoms major Telenor would be the sole bidder. (ET)

 Coal India has  moved a step forward with its plans to acquire coal mines
abroad by initiating the process of forming a subsidiary in South Africa.
The development follows CIL signing a pact with the Limpopo province of
South Africa, for jointly identifying, exploring and developing coal mines.
(BS)

 Kingfisher Airlines is headed for more of a crisis, with a section of its
pilots striking work over unpaid salaries, airport operators turning it down
and its lessors threatening to take control unless dues are cleared. It
cancelled 30 flights yesterday. (BS)

 PFC on Wednesday said it is considering offering 'transition loan' of about
Rs 173bn to six ailing state electricity distribution utilities. These loans are
not part of the Rs 1.2 trillion re-structuring packages that is under inter-
ministerial consultation. (BL)

 Cairn India on Wednesday said MD and CEO Rahul Dhir had quit the
company to pursue "entrepreneurial interests". It has appointed P Elango,
director (strategy and business services) and a member of Cairn India's
executive committee, as interim CEO.  (BS)

Equity
% Chg

8 Aug 12 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  17,601  (0.0)  1.2  6.8
NIFTY Index  5,338  0.0  1.2  7.3
BANKEX Index  12,076  (0.5)  (0.8)  11.4
BSET Index  5,470  0.4  (3.2)  (1.3)
BSETCG INDEX  9,885  (0.6)  (1.4)  11.0
BSEOIL INDEX  8,375  0.2  4.4  11.1
CNXMcap Index  7,272  (0.3)  (1.8)  3.1
BSESMCAP INDEX  6,596  (0.4)  (2.3)  1.9

World Indices
Dow Jones  13,176  0.1  3.4  2.7
Nasdaq  3,011  (0.2)  2.7  2.6
FTSE  5,846  0.1  3.9  5.7
NIKKEI  8,881  0.9  0.3  (1.3)
HANGSENG  20,066  (0.0)  3.9  (0.7)

Value traded (Rs cr)
8 Aug 12 % Chg - Day

Cash BSE  2,382  12.7
Cash NSE  11,348  15.1
Derivatives 115,863  4.7

Net inflows (Rs cr)
7 Aug 12 % Chg MTD YTD

FII  862  51.3  2,411  55,692
Mutual Fund  95  (206.9)  51  (7,996)

FII open interest (Rs cr)
7 Aug 12 % Chg

FII Index Futures  15,419  1.6
FII Index Options  42,998  2.0
FII Stock Futures  24,382  (0.4)
FII Stock Options  1,781  1.2

Advances / Declines (BSE)
8 Aug 12 A B T Total % total

Advances  93  886  263  1,242 42
Declines 106  1,179 307  1,592 54
Unchanged 4 83 27  114 4

Commodity % Chg

8 Aug 12 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  93.5  0.2  8.8  (3.4)
Gold   (US$/OZ)  1,615.8  0.3  1.8  1.6
Silver  (US$/OZ)  28.2  0.1  2.7  (3.2)

Debt / forex market
8 Aug 12 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.3  8.4  8.3 8.6
Re/US$ 55.4 55.1 55.9 53.1

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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PUNJ LLOYD LTD

PRICE: RS.52 RECOMMENDATION: REDUCE
TARGET PRICE: RS.53 FY13E P/E: 8.9X

 Revenues of Punj Lloyd for Q1FY13 reported a growth of 20% YoY on
consolidated basis as against same period last year, lower than our ex-
pectation.

 Operating margins have witnessed an improvement and stood at 8.1%
for Q1FY13 as against 7.4% witnessed during Q1FY12.

 Company's profitability continued to remain impacted by steep increase
in interest outgo on account of higher working capital loans and capex
requirements but was boosted by higher other income.

 However, company is recommencing work on Libya projects and is ex-
pected to see execution of order book which remained stuck for a long
time.

 At current price of Rs 52, stock is trading at 8.9x P/E and 6.9x EV/EBITDA
on FY13 estimates. We maintain our FY13 estimates and price target of
Rs 53 at 9x FY13 estimated earnings.

 Though we see sustained improvement in revenues of the company from
past few quarters and stability in operating margins, we remain con-
cerned over high leverage of the company which is denting the profit-
ability adversely. Along with this, uncertainties associated with claims
and auditor notes on various projects makes us cautious on the stock.
We thus continue to maintain our negative bias on the company and
maintain REDUCE recommendation on the stock. Any positive develop-
ment in terms of claims settlement, reduction on debt and sharp im-
provement in order inflows would make us take a positive view on the
stock.

Consolidated financials

(Rs mn) Q1FY13 Q1FY12 YoY (%)

Net Sales 27,068 22,483 20

Expenditure 24,879 20,825

EBITDA 2,190 1,659 32

EBITDA margins (%) 8.1 7.4

Depreciation 938 617

EBIT 1,252 1,042 20

Interest 1,828 1,133

EBT(exc other income) -577 -91

Other Income 730 180.8

EBT 153 89 71

Provision for Taxation 302 216

Tax rate (%) 197.3 241.6

PAT -149 -127

Share of profits of assoc/minority 15 4

Adjusted net profit -134 -123

NPM (%) -0.5% -0.5%

Paid-up Equity Share Capital 664.2 664.2

EPS (Rs) -0.4 -0.4

Source: Company

Summary table

(Rs mn) FY11 FY12E FY13E

Sales  78,496  103,129  125,818
Growth (%) -25 31 22
EBITDA  3,045  6,532  10,191
EBITDA margin (%) 3.9 6.3 8.1
PBT  159  1,931  2,708
Net profit  (511)  918  1,950
EPS (Rs)  (1.5)  2.8  5.9
Growth (%)  - -280 112
CEPS (Rs)  6.6  11.8  15.5
BV (Rs/share)  89.7  92.3  97.9
Dividend / share (Rs)  0.17  0.17  0.17
ROE (%)  (1.7)  3.0  6.2
ROCE (%)  5.0  10.4  10.5
Net cash (debt)  (33,275) (50,587) (52,982)
NW Capital (Days)  199  199  176
P/E (x)  (33.8)  18.8  8.9
P/BV (x)  0.6  0.6  0.5
EV/Sales (x)  0.6  0.7  0.6
EV/EBITDA (x)  16.6  10.4  6.9

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302
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Revenue growth impacted by lower than expected execution
 Revenues of Punj Lloyd for Q1FY13 reported a growth of 20% YoY on consoli-

dated basis as against same period last year, lower than our expectation.

 Order book of the company has declined on a sequential basis due to lackluster
order inflow of Rs 20 bn during Q1FY13. Current order book of company stands
at Rs 262 bn diversified across pipelines (20%), tankage (6%), infrastructure
(32%), process (25%), power (12%) and offshore(5%). Revenues in Q1FY13
were diversified across pipelines (28%), infrastructure (31%), process (16%),
power (10%), tankage (10%) and offshore (4%).

 Company has commenced work in Libya with upstream drilling operations al-
ready got started and Punj Lloyd is in discussions with Housing and Infrastructure
board which had awarded 5 projects to the company worth Rs 39.32 bn. Since
work had already commenced on HIB projects before political turmoil, company
has also filed for claims since it was a force majeure event and is in discussions
with the client for renegotiation of the project. Company management believes
that now elections are over in Libya so stability is likely to be witnessed in the
region and momentum is likely to return in upstream and infrastructure sector.

 Though order inflow during Q1FY13 was below our expectations but manage-
ment believes that bidding pipeline remains strong so momentum in order in-
flows as seen during FY12 may be maintained going forward.

 We thus maintain our revenue estimates for the company and expect revenues
to grow by 22% in FY13.

Update on Auditor comments
 During Q4FY12, auditors had invited their attention towards assets in Libya ag-

gregating Rs 5.93 bn due to civil and political unrest. With stability in political and
economic scenario of Libya, company is confident to recover the aforesaid
amount over a period of time. Accordingly, the auditors have removed the Em-
phasis of Matter during Q1FY13.

 Auditor comments continue to remain for ONGC Heera redevelopment project.
Punj Lloyd had accounted revenues worth nearly Rs 2.43 bn which were not rec-
ognized by the client and liquidated damages of Rs 70 mn. Company had ad-
journed the arbitration proceedings against ONGC. The dispute is now being re-
ferred to Outside Expert Committee (OEC) which is expected to resolve the mat-
ter expeditiously.

 Auditors have also qualified claims of Rs 527 mn on a project for cost over-run
due to delay in supply of free issue of material by customers, changes in scope of
work and price escalation of materials used in execution. Company also withheld
Rs 108 mn of its vendors involved in the same project and would release this
amount once it realizes it from client.

Order book break up (Q1FY13)

Source: Company

Order book break up - regionwiseQ1FY13

Source: Company
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Operating margins in line with our estimates
 Operating margins have witnessed an improvement and stood at 8.1% for

Q1FY13 as against 7.4% witnessed during Q1FY12.

 Company has mentioned that it would continue to focus on profitable growth
going ahead and thus we expect margins to sustain near 7-8% going forward.

 We maintain our estimates and expect margins to remain around 8% for FY13
and going forward.

Company continued to post loss during Q1FY13, in line with our
expectations
 Company's profitability continued to remain impacted by steep increase in inter-

est outgo on account of higher working capital loans and capex requirements but
was boosted by higher other income.

 Borrowings for the company continue to stay high. However, it intends to reduce
overall borrowings going forward by either selling non-core assets or by convert-
ing high cost debt to low cost foreign debt. Company also plans to list
Sembawang by mid-FY14 once its assets (50% holding in Indonesian coal mine)
stabilize and commences production. However it is still uncertain on the timing
of release of money stuck in litigations or legal issues with the client. Thus, we
do not see drastic reduction in debt in near term for the company.

 Company's profits were also boosted by other operating income which includes
Rs 400 mn of forex gain.

 We maintain our estimates and expect net profits of Rs 1.95 bn for FY13.

Valuation and recommendation
 At current price of Rs 52, stock is trading at 8.9x P/E and 6.9x EV/EBITDA on

FY13 estimates.

 We maintain our FY13 estimates and price target of Rs 53 at 9x FY13 estimated
earnings.

 Though we see sustained improvement in revenues of the company from past
few quarters and stability in operating margins, we remain concerned over high
leverage of the company which is denting the profitability adversely.

 Along with this, uncertainties associated with claims and auditor notes on various
projects make us cautious on the stock.

 We thus continue to maintain our negative bias on the company and maintain
REDUCE recommendation on the stock.

 Any positive development in terms of claims settlement, reduction on debt and
improvement in order inflows would make us take a positive view on the stock.

We recommend REDUCE on
Punj Lloyd with a price target

of Rs.53
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ABB LTD

PRICE: RS.805 RECOMMENDATION: REDUCE
TARGET PRICE: RS.505 CY13E P/E: 39.1X

 Revenues were up moderately for the quarter on a yoy basis, a reflection
of the sedate market conditions for the T&D equipment makers.

 Margins have not recovered completely as some projects in process auto-
mation segment continue to have cost over-runs.

 During the quarter, order booking at Rs 20.4 bn is up 14% yoy.

 The T&D equipment industry continues to reel under cost pressures, ag-
gressively priced imports, domestic oversupply in transformer capacity
and slackening investment in power generation and core sector. We re-
main negative on the T&D equipment makers like ABB, Areva, CGL and
Voltamp.

 We value the stock at 26x one year forward earnings (average of CY12
and CY13 earnings), thus arriving at a price target of Rs 505 (Rs 512 ear-
lier). In view of the steep downside to target price, we maintain REDUCE
on the stock.

Financial performance

(Rs mn) Q2CY12 Q2CY11 YoY (%) Q1CY12 QoQ (%)

Sales  18,585  16,930  10  17,730 5%

Other operating income  253  195  30  173 47%

Raw material costs  11,566  10,441  11  10,919 6%

purchase of traded goods  622  719  (14)  657 -5%

Personnel expenses  1,753  1,467  19  1,489 18%

Other expenditure  2,624  2,660  (1)  2,368 11%

subcontracting exp  1,214  983  1,164 4%

Operating expenses  17,778  16,270  9  16,928 5%

Operating profit  1,060  855  24  975 9%

Other income  14  65  (78)  19 -24%

Depreciation  231  264  (12)  223 4%

EBIT  843  656  29  770 9%

Interest  77  67  15  54 42%

PBT  766  589  30  716 7%

Tax  250  202  24  240 4%

PAT reported  516  387  33  476 8%

EPS (Rs)  2.4  1.8  2.2

EBITDA (%) 5.7% 5.0% 5.5%

Raw Material costs to sales (%) 65.6% 65.9% 75.0%

Staff costs to sales (%) 9.4% 8.7% 8.4%

Other exp to sales (%) 14.1% 15.7% 13.4%

Tax rate (%) 32.6% 34.3% 34.0%

Source: Company

Moderate revenue growth; Depressed margins; Weak business
outlook; Even after building in optimistic estimates in CY13,
valuations look rich and are not in sync with underlying business
fundamentals.
 Revenues were moderately up for the quarter on a yoy basis, a reflection of the

subdued market conditions for the T&D equipment makers.

Summary table

(Rs mn) CY11 CY12E CY13E

Sales 74490 81615 88919
Growth (%) 18.5 9.6 8.9
EBITDA 3865 6223 7558
EBITDA margin (%) 5.2 7.6 8.5
PBT 2676 5018 6508
Net profit 2094 3361 4360
EPS (Rs) 9.9 15.9 20.6
Growth (%) 231.2 60.5 29.7
CEPS (Rs) 14.4 22.9 28.0
BV (Rs/share) 119.6 132.0 149.1
Dividend / share (Rs) 2.0 2.0 2.0
ROE (%) 7.4 12.6 14.6
ROCE (%) 14.9 23.3 24.9
Net cash (debt) 2643.6 6518.3 9024.2
NW Capital (Days) 46.3 33.3 35.4
EV/Sales (x) 2.3 2.0 1.8
EV/EBITDA (x) 43.5 26.4 21.4
P/E (x) 81.5 50.8 39.1
P/Cash Earnings 56.0 35.2 28.7
P/BV (x) 6.7 6.1 5.4

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Sanjeev Zarbade
sanjeev.zarbade@kotak.com
+91 22 6621 6305
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 All the business segments chipped in with moderate growth. Several large
projects have been delayed due to issues relating to fuel availability and land
acquisition. Power generation market has been further impacted due to a) Defer-
ment of investment by most private IPPs b) Severe cash shortage at SEBs is caus-
ing them to scale down power purchases c) Banks are cautious in sanctioning
fresh loans to the SEBs.

 Industry sector continues to see sedate demand as high interest rates and slack
demand is resulting in deferment of new capacities, thus impacting capital goods
makers including ABB.

 Services revenue has shown strong growth in this quarter and this remains the
thrust area for the company.

Segment revenues

(Rs mn) Q2CY12 Q2CY11 YoY (%)

Power Products 5278 4688 12.6%

Power Systems 5688 5079 12.0%

Discrete automation products 4506 4211 7.0%

Process Automation 3294 2938 12.1%

LV products 1505 1275 18.1%

Total 20272 18190 11.4%

Source: Company

Margins continue to be remain depressed
For the quarter, EBITDA margins is up 70 bps, which is lower than our estimates.

During the quarter, the company incurred forex gain of Rs 70 mn vs a loss of Rs 90
mn in Q2CY11 (H1CY12 forex loss of ~Rs 200 mn).

Material costs to revenue declined during the quarter, which the company indicated
that it has invested in supply chain efficiencies, which is keeping a check on mate-
rial costs.

 Personnel expenses rose 19% yoy as increments were given during the year.

 Power systems division margins recovered as the company concluded the loss
making "Rural Electrification" projects.

 Except for the Process Automation segment, margins recovered across all other
segments. A few projects in this segment had cost over-runs and the company
has provided for the foreseeable losses in this quarter. However, some of these
projects have high potential to generate services revenues over the lifetime of
the project.

 There appears to be no let-up so far as price competition from Chinese players is
concerned.

 The company plant to respond to the adverse market situation through higher
indigenization of its products and modernization of operations. Access to parent's
global supply chain is also expected to mitigate impact of material cost inflation.

Segment Margins

(%) Q2CY12 Q2CY11

Power Products 5.5% 4.7%

Power Systems 5.0% -0.7%

Discrete Automation and motion 12.8% 7.6%

Process Automation -2.5% 5.1%

LV products 4.9% 9.8%

Source: Company
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In an uncertain market, order intake up 14% yoy
 During the quarter, order booking at Rs 20.45 bn is up 14% and 25% on a yoy

and qoq basis respectively.

 The order growth has been mainly led by the power segment even as the indus-
try sector growth continues to remain lackluster.

 Order backlog is up 9.0% yoy to Rs 91.8 bn, thus yielding a revenue visibility of
15 months of trailing four quarters revenues.

Capital employed - Capital employed has remained stable
Capital employed in most segments has remained stable during the quarter, despite
the general trend in the industry towards a lengthening of the working capital cycle.

Segment

(Rs mn) Q2CY12 Q2CY11

Power Products 6504.6 7416.4

Power Systems 4318.7 4683

Discrete automation products 2842.5 2363.2

Process Automation 3944.2 3695.9

LV products 2309 1499.8

Total 19919 19658.3

Source: Company

Other highlights
 The company has been investing in expanding its manufacturing facilities in India

since the past few years and this trend is expected to continue in CY12 as well.
The company plans to build a facility to make high-voltage power transformers in
india at an investment of Rs2.5 bn.

 To double MCB manufacturing facility over the next twelve months.

Earnings Revision -Margin pressure prompts earnings revision

Earnings estimates - CY12E

Earlier Revised

Revenues 85,045 81,615

EBITDA (%) 8.6  7.6

EPS (Rs) 19.7 15.9

% change -19.5

Source: Kotak Securities - Private Client Research

Valuation and Target Price: Maintain Reduce
Valuations are extremely rich. The stock has tended to peak at above 30x one year
forward earnings in the previous three corrections. The average forward PE for the
stock has been at 26x.

We value the stock at 26x one year forward earnings (average of CY12 and CY13
earnings), thus arriving at a price target of Rs 505 (Rs 512 earlier). In view of the
steep downside to target price, we maintain REDUCE on the stock.

We maintain REDUCE on ABB
with a price target of Rs.505
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ALLCARGO GLOBAL LOGISTICS

PRICE: RS.140 RECOMMENDATION: BUY
TARGET PRICE: RS.185 FY13E P/E: 7.6X

Mixed operational performance
Allcargo Logistics (AGLL) reported a consolidated adjusted PAT of Rs 555 mn
vs. our estimate of Rs 570 mn and consensus estimate of Rs 590 mn in
Q1FY13, falling ~18% YoY and falling ~8% QoQ. This was primarily because
of fall in margin by 40 bps YoY and by 250 bps QoQ. The fall in margin was
primarily on account of weak container shipping market, slowing of trade
and strong competition in the CFS business (leading to lower utilisation).
Revenue was at Rs 9.75 bn, up 18% YoY, above consensus on account of a
jump in CFS volume in JNPT and Chennai, higher dwell times in the CFS
segment and improved realization in ECULine. The company now expects
healthy volume growth in its global NVOCC business as it moves towards
higher volume and strategic trade routes. Company is now in the process of
increasing the CFS capacity at JNPT through a new facility with an annual
capacity of ~1 lakh TEUs. Company would also enhance the capacity at its
Chennai CFS from 1.2 lakh TEUs to 1.5 lakh TEUS through renovation of the
facility and purchase of gantry cranes. In the project cargo and engineering
solution division, the company has made a relatively huge capex of Rs 3.25
bn in CY11 primarily to enhance the fleet. We expect this segment to report
revenue growth of 25% CAGR to Rs 4.8 bn over CY10 to FY13E. Overall we
expect the company to report a healthy topline growth of 12% CAGR over
CY10 to FY13E to ~Rs 36 bn. The margins are also expected to remain stable
even under poor global economic scenario, as Allcargo takes an absolute
margin in its NVOCC segment and the current slowness in the container
shipping market has made the base low. Increased contribution from high
margin CFS business in total revenues would also help the margin. Despite
strong operational performance and estimated as well, the stock price has
remained flat YOY. We reiterate BUY with a changed target price of Rs 185
(earlier Rs 190) based on FY13E P/E.Downside to our call includes: 1) Further
competition in the CFS segment. 2) Slowing down of container trade.

Quarterly Snapshot (Consolidated)

(Rs mn) Mar-11 Jun-11 Sep-11 Dec-11 Mar-12 Jun-12

Sales 7315 8,541 8,116 9,983 8,757 9,752

Operating expense 4732 5,815 5,270 6,892 5,871 6,590

Staff cost 1092 1,200 1,148 1,346 1,318 1,370

other benefits 594 503 650 751 329 658

Operating expd 6418 7518 7068 8989 7518 8618

EBIDTA 897 1023 1048 994 1239 1134

EBIDTA (%) 12.3 12.0 12.9 10.0 14.1 11.6

Depreciation 180 244 224 256 433 283

Interest 99 83 125 189 142 170

Other income 81 106 75 178 93 47

PBT 699 802 774 727 757 728

Taxes 158 110 132 179 155 138

PAT 541 692 642 548 602 590

Minority interest 43 27 33 40 -2 35

Adjusted PAT 498 665 609 508 604 555

Extraordinary' items 0 0 -50 0 0 0

Reported PAT 498 665 559 508 604 555

Source: Company,  Kotak Securities - Private Client Research

Summary table

(Rs mn) CY10 FY12 FY13E
15M

Sales  28,612  42,711  36,373
Growth (%)  38.8  49.3  (14.8)
EBITDA  2,696  5,200  4,394
EBITDA margin (%)  9.4  12.2  12.1
PBT  2,238  3,713  3,266
Net profit  1,654  2,843  2,520
EPS (Rs)  12.1  20.8  18.5
Growth (%)  24.1  71.9  (11.3)
CEPS (Rs)  17.7  33.2  26.4
BV (Rs/share)  89.4  109.4  124.7
Dividend / share (Rs)  2.9  3.0  4.0
ROE (%) 13.5 19.0 14.8
ROCE (%) 12.0 15.0 12.0
Net cash (debt)  (2,330)  (4,607)  (7,290)
NW Capital (Days)  19.8  18.8  27.2
EV/EBITDA (x) 5.4 3.8 4.4
P/E (x)  11.6  6.7  7.6
P/Cash Earnings  7.9  4.2  5.3
P/BV (x)  1.6  1.3  1.1

Source: Company, Kotak Securities - Private
Client Research; Allcargo has changed its ac-
counting year from current quarter to financial
year from calendar year

RESULT UPDATE

Amit Agarwal
agarwal.amit@kotak.com

+91 22 6621 6222
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Financial highlights
 Net sales grew by ~15% YoY and ~12% QoQ to Rs 9.75 bn in Q1FY13 backed

by strong revenue growth in all three business segments - MTO, CFS and Project
Engineering.

 EBITDA margins declined by 40 bps YoY and 250 bps QoQ  to 11.6% in Q4CY11
on account of weak container shipping market, slowing of trade and strong com-
petition in the CFS business (leading to lower utilisation).

 The CFS segment reported total volumes of 69,548 TEUs for the quarter +9%
YoY. 85% of the total volumes were imports. It was led by strong volume growth
in Chennai and JNPT CFS. The new CFS at JNP with a capacity of over 1 lakh
TEUs is expected to be commissioned by Q2FY13.

 While MTO segment reported a total volume of 72,449 TEUs +3% YoY.

 The Project engineering division continue to grow at a healthy pace. The seg-
ment reported a total revenue of Rs 1.1 bn growing 28% YoY with a fleet of 947
equipment

 Interest cost for the company has gone in the quarter to Rs 170 mn from Rs 83
mn YoY as the company has been doing capex across segments primarily
through debt. Company currently has gross debt of around Rs 8 bn

 The tax rate stood at a higher 19% (previous quarter it was 21%) due to higher
MAT entitlement for the quarter. Also the earnings contribution from the CFS
segment has increased which is a full tax paying business.

 Consequently PAT was at Rs falling ~18% YoY and falling ~8% QoQ.

 The company has completed buyback of Rs 490 mn till date at a price not ex-
ceeding Rs 142.5 per share. The company has bought back ~2% of the equity so
far.

Non Vessel Owned Container Carrier (NVOCC) or Multimodal
Transport Operations (MTO) continues to show healthy growth
Allcargo generates its ~10% MTO volume from Indian market and the remaining
90% MTO volume through ECU Line which has its presence in over 59 countries.
MTO business largely depends upon the performance of the container shipping seg-
ment. However, the global container freight rates has fallen across routes by more
than 50% in the last one year with no signs of immediate recovery. For instance
India - UK per TEU container shipping rate has fallen from $ 1200 per TEU in Janu-
ary 2011 to $500 per TEU currently. But AGL been a Less than Container Load (LCL)
consolidator won't be much impacted by the weakness in the container market.
Typically LCL volumes are more immune to slowness in container trade as a large
part of Full Container Load (FCL) volumes during bad times gets converted into LCL
volumes. So the impact on the FCL business is more than the LCL business. Hence
we are not bearish for MTO volume growth for AGL. Increasing containerization es-
pecially in India supports our argument. In Q1FY13 the consolidated MTO volumes
grew by +3% YoY to 72,449 TEUs.

Quarterly MTO volumes for Allcargo

Jun-12 Mar-12 Jun-11 YoY (%) QoQ (%)

Total 72,450 66,144 70,228 3.1 9.5

Source: Company, Kotak Securities - Private Client Research

Aggressive capacity expansion in CFS and ICD segment
Allcargo had allocated ~ Rs 1.1 bn for setting a second CFS at JNPT with a capacity
of ~1 lakh TEUs which would increase the capacity at JNPT to ~250,000 TEUs
(Twenty-Foot Equivalent Unit).The new facility would be operational from 2nd quar-
ter of FY13 and would initially handle only export containers. We have factored
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lower utilisation of 40% and lower realisation of Rs 5000 per TEU for this new facil-
ity. The company is also enhancing the capacity at its Chennai CFS from 1.2 lakh
TEUs to 1.5 lakh TEUS by Q2FY13 through modernization of the facility and pur-
chase of gantry cranes. The company has allocated Rs 400 mn for setting up ICDs at
Dadri and Hyderabad with capacities of 52,000 TEUs and 36,000 TEUs respectively
which would complement the NVOCC business. We believe capacity expansion at
JNPT CFS (current utilisation rate above 95%) & new capacity at ICDs as well as
order book position (Rs 4 bn) of project and engineering solution segment would
drive top-line growth.

Current capacities for Allcargo at CFS/ICDs in TEUs

CFS TEUs ICD TEUs

JNPT 100,000 Indore-Pithampur 36,000

Chennai 120,000

Mundra 77,000

297,000

Source: Company

Addition in Capacities

Location CFS/ICD Capacity (TEUs) Remark

JNPT CFS 144,000 Operational by Q2FY13

Dadri (Greater Noida) ICD 52,000 Partially Operational

Hyderabad ICD 36,000 New facility by Q2FY13

Source: Company

We estimate expansion of ICDs/CFS facility would increase the revenues from CFS
segment in the overall revenues, particularly from JNPT CFS as currently it operates
above 95% capacity utilization with ~9% market share at JNPT port. Currently,
JNPT contributes more than 60% of CFS volume of the company which attracts
higher realization compared to other CFS in India mainly due to most of its volume
is contributed by imports. JNPT has registered a CAGR of ~15% to 4.1mn TEUs (to-
tal container volumes) between FY01 and FY11. We believe this growth would con-
tinue in future considering overall growth in the economy and Allcargo is well posi-
tioned to get the benefit of increasing traffic on India's largest port (accounts for
~60% of container traffic).

Quarterly volumes in CFS business for Allcargo in TEUs

(TEUs) Jun-12 Mar-12 Jun-11 YoY (%) QoQ (%)

Mumbai 35,668 26,532 34,810 -2.4 31.2

Chennai 24,893 18,935 21,337 -14.3 12.7

Mundra 8,987 10,163 7,403 -17.6 -27.2

Throughput (TEUs) 69,548 55,630 63,550 -8.6 14.2

Export containers 9,164 10,509 10,386 13.3 -1.2

Import containers 60,384 45,121 53,164 -12.0 17.8

Realisation (per TEU)

Average 11,040 10,315 11,131 0.8 7.9

Mumbai 12,905 13,791 12,738 -1.3 -7.6

Chennai 9,215 9,258 9,931 7.8 7.3

Mundra 8,690 9,348 7,038 -19.0 -24.7

EBIDTA (per TEU)

Mumbai 6,631 7,892 7,877 18.8 -0.2

Chennai 3,615 3,766 4,935 36.5 31.0

Mundra 1,814 2,785 2,837 56.4 1.9

Source: Company, Kotak Securities - Private Client Research
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Company has incurred huge capex of Rs 3.25 bn in the Project
cargo & Engineering solution in CY11
Allcargo has incurred a capex of Rs 3.25 bn only for the Project cargo and Engineer-
ing solution division to modernise the fleet adding cranes, trailers and forklifts. With
this capex we estimate the company is in a position to take up more complex and
high margin projects. The current total order book of the segment is ~Rs 4 bn. We
believe the company would execute all the order by FY13E end. Though the
orderbook is full for the next 12 months the division may face slowdown in
orderbook addition as corporate capex slows. Management is confident of achieving
healthy growth in revenue and profitability for the segment. We estimate Project &
Engineering Solution revenues would increase at a CAGR of 25% (low base effect
and because of capex) to Rs 4.8 bn over CY10 to FY13E.

No plans to diversify the business further
Company has no plans to diversify the business further. The company also has no
intentions to enter into much talked about FTWZ business. However we expect ECU
line to continue its strategy of expanding inorganically

EBIDTA margins to improve by 270 bps over CY10 to 12.1% in
FY13E
Allcargo been a Less than Container Load (LCL) consolidator won't be much im-
pacted by the current weakness in the container market. Typically LCL volumes are
more immune to slowness in container trade as a large part of Full Container Load
(FCL) volumes during bad times gets converted into LCL volumes. The margins are
also expected to expand as Allcargo takes an absolute margin in its NVOCC seg-
ment and the current slowness in the container shipping market has made the base
low. Also the company is increasing its capacities at Hyderabad ICD, Dadri ICDs and
JNPT CFS (high EBIDTA margin business of 52% in CY10), we believe the contribu-
tion in total revenue from CFS business would increase to 9.3% in FY13E compared
to 7.0% in CY10. Going ahead, we expect change in revenue mix toward high
margin CFS business coupled with strong performance of the MTO business would
expand consolidated EBIDTA margin by 270 bps over CY10 to 12.1% in FY13E.
Margin expansion would also improve the ROE and ROCE of the company.

Economic slowdown may have an adverse impact on company
The Logistics industry has witnessed strong traffic growth due to robust economic
growth in India. However, India may face the risk of economic slowdown in future.
Since the country's growth has positive correlation with the Logistics industry. AGL's
performance would be affected if India's growth will slow down going forward. Simi-
larly, as the company generates its majority revenues from other countries through
ECU Line, its growth is subject to overall performance of world economy.

Stock has liquidity risk
The promoter holding in Allcargo is ~70% and Institutions including foreign institu-
tions hold around 28% in the company. Out of the total number of shares of 137
mn, only around 2 % (or 2.7 mn shares) is available as free float. This is the only
reason for low volumes in the stock at the bourses. The average daily volume for the
last one year has been around 25,000 shares (both NSE and BSE). This may also be
reason for low demand from big investors for the stock which is imperative for the
discovering fair value of the stock. Similar is the case even in Concor.
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Key Investors as on December 2011

Allcargo % held Concor % held

Promoters 69.82 Government of India 63.08

Blackstone 13.99 LIC 5.12

New Vernon 2.88 T Rowe Price 3.70

Acacia Partners 2.28 Aberdeen 3.58

Bajaj Allianz 1.93 Capital Research 2.88

Citigroup 1.29 Genesis 2.00

Other funds/corporates 5.83 Other funds/corporates 16.44

Free Float (public) 1.98 Free Float (public) 3.20

Total 100.00 Total 100.00

Source: Bloomberg

Outlook and Valuation - Value BUY with a Target Price of Rs 185
(earlier Rs 190)
AGLL has a strong presence in the MTO business through wide network of ECU Line
and also has a strong hold on domestic MTO business, MTO volumes and realiza-
tions may come under pressure in near term due to the weakness in the container
shipping segment and economic problems in Europe and US. However we are con-
fident on the business as the company operates only in the LCL segment which is
quiet immune to economic slowdown.

The indigenous CFS segment would deliver better growth with increasing container-
ization in the country and +7% estimated GDP growth for the next two financial
years for India.

We feel currently investors are overlooking the performance. Despite healthy opera-
tional performance, the stock price has remained flat YoY at Rs 140. At CMP, the
stock is trading at 7.6 x to FY13E earnings estimates and available at ~25% discount
to its peer group average of 10 x (down from 10.5 x) for the last 3 years. We have
value the stock at par with peers. We reiterate BUY with a changed target price of
Rs 185 (earlier Rs 190) based on FY13E P/E. The target price implies a potential
upside of ~32% for an investment horizon of 12 months.

We recommend BUY on Allcargo
Global Logistics with a price

target of Rs.185



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 13

MORNING  INSIGHT August  9,  2012

OIL INDIA LTD (OINL)
PRICE: RS.482 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.526 FY13E P/E: 6.7X

 In Q1FY13 Oil India Ltd. has reported higher than expected PAT mainly
on account of 1). higher realization due to rupee depreciation, 2). Signifi-
cantly higher other income, and 3). Lower other expenditure.

 In Q1FY13, OINL has shared a subsidy burden of Rs.20.16 Bn which is
marginally higher than our estimates. In Q1FY13, OINL's share of up-
stream burden is 13.38% as against 12.27% in Q1FY12 and 15.87% in
Q4FY12, this is higher than our expectation.

 OIL's subsidy burden in Q1FY13 is US$50.95/bbls in crude price oil
equivalent terms versus US$48.80/bbl in Q1FY12 and US$67.50/bbls in
Q4FY12.

 Management has guided to maintain its crude oil production and natural
gas production guidance for FY13E. We expect crude oil production of
~4.0 MMTPA and natural gas production of ~2923 MMSCM for FY13E.
Implementation of EOR/IOR techniques in OINL's existing producing
fields will contribute to higher volumes.

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

 In FY13E, OINL expects to close at least one overseas acquisition deal.

 In FY13 fiscal budget cess rate on crude oil production has increased as a
result OINL has paid cess of Rs. 4.3Bn in Q1FY13 higher by 80.8% YoY.

 Segment wise performance: In terms of segment wise revenue contribution,
natural gas segment has contributed higher revenue (+0.36%, Rs.3.5 Bn) on YoY
basis as against a drop in crude oil (-2.6%, Rs.19.86 Bn) and pipeline transporta-
tion (-0.3%, Rs.0.6 Bn).

 In Q1FY13, OIL's net realized crude price was US$53.9/bbls (Rs. 2913/bbls) ver-
sus US$59.6/bbls (Rs.2663/bbls) in Q1FY12 and US$55.0/bbls (Rs.1957/bbls) in
Q4FY12. In rupee terms, realization is better due to rupee depreciation against
dollar.

 For FY13E, we expect OINL's net crude realization to be USD$ 60.50/bbls (Brent
crude ~$109/bbls) and ~USD$65.10/bbls (Brent $105/bbls) for FY14E. We believe
one should focus more on OINL's net realization.

 We expect OINL to report an EPS of Rs. 67.3 FY13E and Rs.69.9 FY14E. We
believe that most negatives about high under-recoveries and uncertain subsidy
mechanism are already discounted at the current levels and any news flow on
price hikes/decreasing under-recoveries via lower oil prices would be triggers for
the stock.

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

On the basis of our estimates, the stock at current market price of Rs.482 is reason-
ably valued at 2.8x EV/EBIDTA, 6.7x P/E and 5.9x P/cash earnings on the basis of
FY13E. We recommend Accumulate (earlier BUY) on OINL with a revised price tar-
get of Rs.526 (earlier Rs.521).

Summary table

(Rs mn) FY12E FY13E FY14E

Net Sales 95,188 116,419 121,896
Growth (%) 14.6 22.3 4.7
EBIDTA 42,023 52,155 54,546
EBIDTA margin (%) 44.1 44.8 44.7
PBT 51,241 60,522 62,855
Net profit 34,692 40,436 41,993
EPS (Rs) 57.7 67.3 69.9
Growth (%) 20.3 16.6 3.8
CEPS (Rs) 66.3 76.7 80.4
BV (Rs/share) 295.0 338.2 383.5
DPS (Rs) 19.00 20.58 20.96
ROE (%) 20.0 20.5 18.7
ROCE (%) 19.5 20.5 18.7
Net Cash (Debt) 110,304 148,371 171,769
NW Capital (Days) 21.8 9.8 9.1
EV/Sales (x) 1.5 1.2 1.2
EV/EBIDTA (x) 3.5 2.8 2.7
P/E (x) 7.8 6.7 6.4
P/BV (x) 1.5 1.3 1.2
P/CEPS (X) 6.8 5.9 5.6

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

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



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 14

MORNING  INSIGHT August  9,  2012

Our BUY rating and target price of Rs 526, comprises:

(i) Core business valued at P/E of 7x FY13E core EPS. We believe PE captures the
uncertainty relating to the under-recovery, so we value OINL on a PE basis (value
per share of Rs.307).

(ii) OINL's investment in Venezuela (value per share of Rs.51)

(iii) Investment in refinery is considered at book value (value per share of Rs.8)

(iv) Cash at Rs.159/share (considered at a ~25% discount).

 Key risk to our investment estimates: 1). Uncertainty over under-recovery sharing
could impact valuations and 2). Significant drop in crude prices and sharp rupee
appreciation remains the key downside risks to earnings.

Key risk and concerns
 Uncertainty over under-recovery sharing could impact valuations.

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

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

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

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

 Any higher rate of royalty imposed by government of India.

Quarterly performance

(Rs mn) Unit Jun-12 Jun-11 YoY (%) QoQ (%)

No. of months  3  3

Net Sales/Income from ops Rs. Mn 23,333 21,751 7.3 35.7

Incr/(Decr) in stock Rs. Mn (29) (65) (55.2) (75.5)

VoP Rs. Mn 23,304 21,686 7.5 36.5

Total Expenditure Rs. Mn 12,343 11,163 10.6 0.7

EBIDTA Rs. Mn 10,962 10,523 4.2 127.3

Depreciation Rs. Mn 2024.8 1,666 21.6 (28.7)

EBIT Rs. Mn 8,937 8,857 0.9 350.9

Other income Rs. Mn 4,835 3,791 27.5 14.8

Interest-net Rs. Mn 3.1 83 (96.2) 181.8

PBT Rs. Mn 13,769 12,566 9.6 122.3

Tax Rs. Mn 4,469 4,070 9.8 156.1

PAT Rs. Mn 9,299 8,496 9.5 109.1

Adj PAT (post MI) Rs. Mn 9,299 8,496 9.5 109.1

Equity Capital 6,011 6,011 0.00 0.0

FV 10 10

Basic EPS (Rs) 15.5 14.1 9.5 109.1

Source: Company
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Margins Performance

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

EBITDA Margin % 47.0 48.4 (1.4) 18.93

EBIT Margin % 38.3 40.7 (2.4) 26.78

Adj PAT Margin % 39.9 39.1 0.8 13.99

Other Income/PBT % 35.1 30.2 4.9 (32.90)

Tax/PBT % 32.5 32.4 0.1 4.28

Expenses

staff costs Rs. Mn 3376         3,004 12.4 (5.6)

Statutory Levies Rs. Mn          7,707         5,614 37.3 48.5

Other Expenditure Rs. Mn          1,259         2,544 (50.5) (63.9)

Total Rs. Mn        12,343       11,163 10.57 0.7

Expenses Ratio (%)

Employee to Sales % 14.49 13.85 0.63 (6.46)

Statutory Levies to VoP % 33.07 25.89 7.18 2.69

Other Exp. to Sales % 5.40 11.73 (6.33) (15.03)

Source: Company

Segments

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

Revenue

Crude Oil + Condensate Rs.Mn        19,857       18,671 6.3 41.8

Natural Gas Rs.Mn          3,533         3,113 13.5 2.0

LPG Rs.Mn            288              58 398.1 (188.2)

Pipeline Transportation Rs.Mn            614            634 (3.2) (27.0)

Unallocated Rs.Mn          3,874         3,065 26.4 12.9

Total Rs.Mn        28,166       25,541 10.3 31.6

Segment EBIT (Adj for exceptional)

Crude Oil + Condensate Rs.Mn          9,031         9,471 (4.6) 114.7

Natural Gas Rs.Mn          1,898         1,820 4.3 21.1

LPG Rs.Mn            163            (37) (544.0) (139.1)

Pipeline Transportation Rs.Mn              81              92 (12.1) (69.5)

Unallocated Rs.Mn          2,600         1,303 99.5 352.5

Total Rs.Mn        13,772       12,648 8.9 122.4

Capital Employed (Rs. Mn)

Crude Oil + Condensate Rs.Mn        25,398       21,298 19.3 (21.1)

Natural Gas Rs.Mn        22,903       18,244 25.5 6.6

LPG Rs.Mn            323          (109) (395.7) (6)

Pipeline Transportation Rs.Mn          2,698         2,877 (6.2) (11.5)

Unallocated Rs.Mn      135,192     122,206 10.6 12.5

Total Rs.Mn      186,513     164,515       13.37 5.2

EBIT Margin

Crude Oil + Condensate % 45.5 50.7 (5.24) 15.4

Natural Gas % 53.7 58.4 (4.74) 8.5

LPG % 56.7 (63.6) 120.22 (71.1)

Pipeline Transportation % 13.1 14.4 (1.33) (18.2)

Unallocated % 67.1 42.5 24.59 50.4

Source: Company
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Segments

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

EBIT/CE (%)

Crude Oil + Condensate % 142.2 177.9 (35.7) 90.0

Natural Gas % 33.1 39.9 (6.8) 4.0

LPG % 202.6 134.9 67.7 688.9

Pipeline Transportation % 11.9 12.7 (0.8) (22.7)

Unallocated % 7.7 4.3 3.4 5.8

Total %            29.5           30.8 (1.2) 15.6

Segment Revenue Contribution (%)

Crude Oil + Condensate % 70.5 73.1 (2.6) 5.1

Natural Gas % 12.5 12.2 0.4 (3.6)

LPG % 1.0 0.2 0.8 2.6

Pipeline Transportation % 2.2 2.5 (0.3) (1.7)

Unallocated % 13.8 12.0 1.8 (2.3)

Segment EBIT Contribution

Crude Oil + Condensate % 65.6 74.9 (9.3) (2.3)

Natural Gas % 13.8 14.4 (0.6) (11.5)

LPG % 1.2 (0.3) 1.5 7.9

Pipeline Transportation % 0.6 0.7 (0.1) (3.7)

Unallocated % 18.9 10.3 8.6 9.6

Source: Company, Kotak Securities - Private Client Research

Performance Analysis
We believe YoY result comparison will give a better picture due to higher subsidy
burden in last quarter of financial year.

 Realization: In Q1FY13, OIL's net realized crude price was US$53.9/bbls versus
US$59.6/bbls in Q1FY12 and US$55.0/bbls in Q4FY12. OIL's subsidy burden in
Q1FY13 is Rs. 20.15 bn or US$55.9/bbl in crude price oil equivalent terms versus
crude price equivalent of US$56.8/bbl in Q1FY12 and US$55.0/bbl in Q4FY12.

 Oil and gas production and sales volumes: In Q1FY13, OINL has produced
crude oil and condensate of 0.946 MMT which is down by 0.019 MMT YoY &
0.02 MMT QoQ. Natural gas production of 0.626 bcm is down by 0.015 bcm
QoQ and by 0.013 bcm YoY. In Q1FY13, OINL's crude oil sale is 0.935 MMT
down by 0.032 MMT YoY and 0.035 MMT QoQ whereas gas sales stood at
0.485 bcm, down by 0.023 bcm YoY and by 0.013 bcm QoQ. In Q1FY13 LPG
sales down by 3.235 TMT YoY and down by 1.987 tons YoY to 10,050 tons.

 Top line lower than expectation: Revenues for Q1FY13 were at Rs. 23.3 bn,
higher by 7.3% YoY and 35.7% QoQ. The top line is increased mainly due to
higher realization on both oil and gas sales due to rupee depreciation. However,
it was lower than our expected due to higher subsidy burden (Rs.20.15 Bn) and
lower production.

 Subsidy burden: Distribution of OIL's share of under recovery is mainly to IOCL
(Rs.14.17 Bn) and BPCL (Rs.5.98 Bn), totaling Rs.20.15 Bn.

 Margin Pressure: The Company recorded fall in operating margin. In Q1FY13,
the operating margin was 47.0% as against 48.4% in Q1FY12 and 28.0% in
Q4FY12. Margins have fallen mainly on account of 1). Higher staff cost YoY
basis, 2). Higher statutory levies imposed in FY13 budget and 3). Higher subsidy
burden.

 In Q1FY13, operational profit has dropped by 64% QoQ and 37.2% YoY to
Rs.4.8 bn.
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 Employee cost: Staff cost for Q1FY13 were at Rs. 3.4 bn, lower by 5.6% QoQ
but up by 12.4% YoY.

 Other expenditure fallen sharply: In Q1FY13, other expenses has fallen by
50.5% YoY and 63.9% QoQ to Rs.1259 Mn.

 Significantly higher statutory levies: In Q1FY13, statutory levies has fallen by
37.3% YoY and 48.5% QoQ to Rs.7,707 Mn due to increased cess rate from
FY13 as indicated in the FY13 fiscal budget.

 Higher Depreciation, Depletion & Amortization (DD&A) expenses YoY: In
Q1FY13, DD&A expenses increased sharply by 21.6% YoY but was lower by
28.7% to Rs. 2025 Mn. DD&A expenses increased mainly on account of higher
depreciation and depletion but dry well expenses w/off were lower.

 Higher other Income-Interest income: Reported other income has increased
by 14.8% QoQ and by 27.5% YoY to Rs. 4.8 Bn partly due to 1). Higher interest
income (higher cash balance and higher interest rate) and 2). Higher claim re-
ceived towards natural gas subsidy (Rs.960.7 Mn).

 PBT for Q1FY13 was at Rs.13.77 bn up by 9.6% YoY and 122.3% on sequential
basis.

 In Q1FY13, it has paid tax at the rate of 28.2% as against 32.8% YoY and
33.0% QoQ.

 PAT for Q1FY13 was at Rs. 9.3 Bn up by 109.1% QoQ and by 9.5% on YoY
basis thereby translating into quarterly EPS of Rs.15.5.

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

On the basis of our estimates, the stock at current market price of Rs.482 is reason-
ably valued at 2.8x EV/EBIDTA, 6.7x P/E and 5.9x P/cash earnings on the basis of
FY13E. We recommend Accumulate on OINL with a revised price target of Rs.526
(earlier Rs.521).

Our ACCUMULATE rating and target price of Rs 526, comprises:

 Core business valued at P/E of 7x FY13E core EPS. We believe PE captures the
uncertainty relating to the under-recovery, so we value OINL on a PE basis (value
per share of Rs.307).

 OINL's investment in Venezuela (value per share of Rs.51)

 Investment in refinery is considered at book value (value per share of Rs.8)

 Cash at Rs.159/share (considered at a ~25% discount).

Other Key upside catalysts:
We expect upstream oil companies to benefit from likely increase in retail prices of
regulated fuels, which reduce under-recoveries for FY13E and beyond. Further re-
rating from here would be dependent on higher net crude realizations, i.e. signifi-
cant price reforms esp. in diesel (full deregulation), and any positive news flow from
new exploration programs.

We recommend ACCUMULATE on
Oil India with a price target of

Rs.526
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Trade details of bulk deals

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

(Rs)

8-Aug Anjani Dham Nitaben Shaileshbhai Patel B  57,000  9.5

8-Aug Anjani Dham Dimplekumar Jashwantlal Shah S  55,215  9.6

8-Aug Chisel Comfort Intech Ltd S  24,795  8.5

8-Aug Control Print-$ India Max Investment Fund Ltd B  45,000  48.7

8-Aug Croitre Inds Nandan Trading Pvt Ltd B  37,300  84.3

8-Aug Gflfin Kishore Kumar Jain S  40,000  35.6

8-Aug Gujarat Foils Nimesh Prafulbhai Doshi B  112,500  28.5

8-Aug Gujarat Foils V N Shah S  112,499  28.5

8-Aug Indiabulls Real Indiabulls Real Estate Ltd B  4,160,830  54.1

8-Aug Rammaica India Tien Trading Pvt Ltd S  132,200  12.6

8-Aug Shreeyash Bhavna Hitesh Patel S  30,000  24.7

8-Aug Siddha Ventures Hansaben Hasmukhbhai Amin B  60,364  1.0

8-Aug Siddha Ventures Vijayakumar Bhaskaran Nair S  54,326  1.0

8-Aug Suryanagri Fin Lahoti India Ltd B  20,000  47.9

8-Aug Suryanagri Fin Prabhu Haladkar S  40,000  47.9

8-Aug Suryanagri Fin Jugantar Mercantiles Pvt Ltd B  20,000  47.9

8-Aug Swaraj Engines SBI One India Fund S  200,000  401.9

8-Aug Swaraj Engines SBI Mutual Fund A/C MMCF B  200,000  401.9

8-Aug VCK Cap Market Priti Nopany S  65,066  1.7

8-Aug Vision Tech Srinivas Karrothi B  165,878  9.2

Source: BSE

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

Gainers

Infosys Ltd  2,284  1.3  4.7  1.0

Reliance Ind  791  0.9  3.8  4.2

M&M  723  3.7  3.8  2.8

Losers

Bharti Airtel  274  (6.6)  (7.4)  33.4

ICICI Bank  958  (1.7)  (5.9)  3.4

TCS  1,249  (1.2)  (2.4)  0.8

Source: Bloomberg
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