
MAY  31, 2012

Economy News
 The Cabinet is likely to take a decision on the National Telecom Policy

(NTP) today. If approved, the policy would pave the way to free national
roaming. The policy also proposes to de-link spectrum from licences,
reduce the number of licences, provide more liberal merger and
acquisition norms to the industry and do away with roaming charges. (BS)

 Rupee fell 1% to 56.23 to the US dollar after a recent brief rally, as the
government dithers on policy action to draw overseas fund flows, and the
worsening Spanish banking crisis threatened the European banking
system. Petroleum Minister Jaipal Reddy's assertion that he would not
raise the prices of diesel and cooking gas poured cold water on
expectations that fiscal imbalances would be corrected. (ET)

 Monsoon may miss its date with Kerala on June 1. "The onset is likely to
be delayed by 4-5 days. There is not much progress after it hit the
Andaman Sea this year on May 23 three days behind schedule," said a
senior official of India Meteorological Department (IMD). (ET)

Corporate News
 PowerGrid has planned a capital expenditure of Rs 1 trillion for the 12th

Five Year Plan. For FY13, it will be Rs 200bn. In FY 13, the company expects
the central sector to add 6,200 MW, independent power producers 3,800
MW and ultra mega power plants 1,600 MW. (BL)

 In a major relief to Reliance Power, Hindalco and Essar Power, a 12-
member ministerial panel on coal on Wednesday recommended
environmental clearance for two coal blocks, Mahan and Chhatrasal,
subject to certain conditions. The GoM's recommendations will now be
considered by the Cabinet. (BS)

 GAIL (India) Ltd is eyeing natural gas trading business to boost revenues
during the current fiscal. With the drop in domestic gas output and
increased dependence on imports, the company plans to import 30 LNG
cargoes (each cargo gets about 4.5 mscmd) during the current fiscal. (BL)

 Gujarat State Fertilizers and Chemicals Ltd (GSFC) has planned
investments to the tune of Rs 8bn during fiscal 2013 to increase capacity
and set up new projects for various fertilisers products including urea and
di-ammonium phosphate (DAP). It has planned investments for
expansions and a greenfield project at Dahej, which will be a replica of our
Vadodara facility. (BS)

 SKF has inaugurated the expanded area of the vehicle parts center for
Vehicle Service Market, its automotive aftermarket distribution business
at Pune. The centre will cater to the growing demands for the automotive
both two wheeler and four wheeler aftermarket across India (BL).

 Andrew Yule-controlled Tide Water Oil Co plans to take its newly
acquired Veedol brand of lubricants to Germany this year. It is expecting a
substantial growth in terms of value as well as volumes from the Dubai
and European operations this fiscal. (BL)

Equity
% Chg

30 May 12 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  16,312  (0.8)  (5.8)  (8.1)
NIFTY Index  4,951  (0.8)  (5.7)  (8.1)
BANKEX Index  10,980  (1.8)  (7.2)  (8.3)
BSET Index  5,647  0.4  (1.0)  (8.4)
BSETCG INDEX  8,879  (1.5)  (5.6)  (14.8)
BSEOIL INDEX  7,584  (0.4)  (4.8)  (12.9)
CNXMcap Index  6,883  (1.6)  (7.9)  (10.7)
BSESMCAP INDEX  6,307  (1.2)  (6.8)  (8.1)

World Indices
Dow Jones  12,420  (1.3)  (6.0)  (4.1)
Nasdaq  2,837  (1.2)  (6.9)  (4.4)
FTSE  5,297  (1.7)  (7.7)  (9.8)
NIKKEI  8,633  (0.3)  (11.0)  (12.8)
HANGSENG  18,690  (1.9)  (12.7)  (15.1)

Value traded (Rs cr)
30 May 12 % Chg - Day

Cash BSE 1,686  (1.0)
Cash NSE 9,062  6.5
Derivatives 148,077  0.4

Net inflows (Rs cr)
29 May 12 % Chg MTD YTD

FII  187  4.4  (973)  42,496
Mutual Fund  (122)  (193.7)  328  (5,629)

FII open interest (Rs cr)
29 May 12 % Chg

FII Index Futures  15,181  5.8
FII Index Options  46,512  2.9
FII Stock Futures  23,815  (0.7)
FII Stock Options  1,455  (0.3)

Advances / Declines (BSE)
30 May 12 A B T Total % total

Advances  39  734  271  1,044 38
Declines 164  1,216 273  1,653 59
Unchanged 0 85 0  85 3

Commodity % Chg

30 May 12 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  87.6  (0.2)  (16.4)  (18.1)
Gold   (US$/OZ)  1,564.8  0.4  (6.1)  (9.3)
Silver  (US$/OZ)  28.0  0.3  (10.4)  (20.5)

Debt / forex market
30 May 12 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.52  8.52  8.67  8.32
Re/US$ 56.2 55.7 52.7 49.0

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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BGR ENERGY SYSTEMS

PRICE: RS.284 RECOMMENDATION: BUY
TARGET PRICE: RS.356 FY13E P/E: 8.6X

 Revenue declined by 22% and 27% YoY for Q4FY12 and full year FY12
respectively. This was in line with our estimates and was impacted by
lack of adequate order inflows during H1FY12.

 Operating margins witnessed an improvement during FY12 and stood at
13.7% due to higher proportion of BOP project execution.

 Net profit performance was impacted by decline in revenues and steep
increase in interest outgo.

 We tweak our estimates to factor in RRVUNL order cancellation and ex-
pected revenue booking from that order. At current price of Rs284, stock
is trading at 9.6x P/E and 7.9x EV/EBITDA on FY13 estimates. We arrive at
a revised price target of Rs356 (Rs 394 earlier) and change our recommen-
dation to BUY mainly on account of attractive valuations and decent up-
side from the current levels.

 We believe that there are no near term triggers for the stock in terms of
expected order inflows apart from the L1 orders. However, company is
confident of bagging few large orders by Dec, 2012 mainly from NTPC,
RRVUNL, TN and Maharashtra state electricity board. Thus, growth during
FY13 would be led mainly by the existing order book but would start
improving from FY14 onwards led by new orders and execution of NTPC
bulk tenders. Thus we recommend BUY with a longer term horizon keep-
ing in mind the near term risks associated with lack of order inflows.

Financial highlights

(Rs mn) Q4FY12 Q4FY11 YoY (%) FY12 FY11 YoY (%)

Net Sales     11,377     14,573 -22     34,445 47475 -27

Expenditure     10,021     12,942     29,740 42101

Inc/Dec in stock             1           16             2 -33

Raw material      9,367     12,371     26,824 39164

As a % of net sales 82 85 78 82

Staff cost 470         354 1711 1431

As a % of net sales 4 2 5 3

Other exp 184         202 1203 1539

As a % of net sales 2 1 3 3

EBITDA 1,356 1,630 -17 4,706 5,374 -12

EBITDA margin 11.9% 11.2% 13.7% 11.3%

Depreciation           43           70         161         168

EBIT      1,313      1,560 -16      4,545      5,206 -13

Interest         411         183      1,354         605

EBT(exc other income)         902      1,377      3,191      4,601

Other Income           52           61           78         218

EBT         954      1,438 -34      3,268      4,819 -32

Tax         282         454      1,033      1,578

Tax (%) 29.6 31.6 31.6 32.7

PAT         672         984 -32      2,235      3,241 -31

NPM (%) 5.9 6.7 6.5 6.8

Equity Capital 721.6         722 721.6 721.6

EPS (Rs)          9.3        13.6 -32        31.0        44.9 -31

Source: Company

Summary table

(Rs mn) FY11 FY12E FY13E

Sales  47,475  34,445  38,060
Growth (%) 54 -27 10
EBITDA  5,374  4,706  4,567
EBITDA margin (%) 11.3 13.7 12.0
PBT  4,819  3,268  3,171
Net profit  3,241  2,235  2,141
EPS (Rs)  44.9  31.0  29.7
Growth (%) 60 -31 -4
CEPS (Rs)  47.2  33.2  33.1
Book Value  (Rs)  131.6  150.6  168.3
Dividend / Share (Rs)  10.0 7.0  10.0
ROE (%)  39.2  22.0  18.6
ROCE (%)  28.6  18.1  15.2
Net debt  3,898 10,891 15,606
NW capital (days)  310.0  236.0  236.0
EV/Sales (x)  0.5  0.9  0.9
EV/EBITDA (x)  4.5  6.7  7.9
P/E (x)  6.3  9.2  9.6
P/BV (x)  2.2  1.9  1.7

Source: Company, Kotak Securities - Private
Client Research
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Revenues in line with our estimates
 Revenue declined by 22% and 27% YoY for Q4FY12 and full year FY12 respec-

tively. This was in line with our estimates and was impacted by lack of adequate
order inflows during H1FY12.

 Current order book of company stands at Rs151bn including L1 projects where
company is declared the lowest bidder (eg in NTPC bulk tenders). Excluding L1
order, order book stands at Rs 75.16 bn. Order inflow during FY12 stood at Rs
106.75 bn which includes NTPC bulk order for turbine and generator for
6X660MW worth Rs 55.65 bn, NTPC bulk order for boilders for 4X800MW worth
Rs 29.68 bn and an EPC contract worth Rs 17 bn from TRN energy for 2X300
MW thermal power plant.

 Order award from 9X800MW NTPC bulk tender for turbines and generator has
delayed by a quarter due to land acquisition related issues. Company expects 2
units from Lara to be awarded by June, 2012 and Darlipalli to be awarded after
that.

Details of 9X800 MW turbine and generator tender

NTPC 9X800 MW bulk tender

Project State Capacity (MW)

Lara Chattisgarh 2X800

Darlipali Orissa 2X800

Gajmara Orissa 2X800

Kudgi Karnataka 3X800

Total 7,200

Source: Company

 For NTPC's 11X660MW bulk tender for boilers, BGR is expected to get
6X660MW. Out of these units, BGR has already been awarded 2X660MW at
Solapur in Maharashtra worth Rs 18.5 bn and 2X660MW in Meja, UP worth Rs
18.5 bn. Company expects 2X660MW at Raghunathpur to be awarded by June/
July 2012.

Details of 11X660MW boiler tender

NTPC 11X660MW bulk tender

Project State Capacity (MW)

Mouda UP 2X660

Solapur Maharashtra 2X660

Nabinagar Bihar 3X660

Meja UP 2X660

Ragunathpur WB 2X660

Total 7,260

Source: Company

 Expected order inflow of Rs 65 bn from RRVUNL for 2X660 MWprojects in
Suratgarh and Chabbra project has also been cancelled so we correspondingly
reduce that from our estimates. However, RRVUNL is expected to announce re-
bidding for the project by next month and BGR expects to win at least one
project by Dec, 2012.
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 During the year, company booked Rs6.5bn from Chandrapur BOP project (60%
complete till FY12), Rs7.5bn from Marwa BOP project (50% complete till FY12),
Rs 3.3 bn from Krishnapatnam project (15% complete till FY12), Rs4.5bn from
Mettur EPC (95% complete till FY12) and Rs7.85bn from Kalisindh EPC
project(88% complete till FY12) apart from other segments.

 Going forward, revenue booking would be led by Chandrapur BOP, Marwa BOP
and Krishnapatnam BOP project along with EPC project worth Rs 17bn, NTPC
bulk tender for boiler and expected inflow from NTPC bulk tender for turbine
and generator. Mettur and Kalisindh project revenue booking would get over by
Q1FY13 and Q2FY13 respectively. We have factored in marginal revenue book-
ing from NTPC bulk tender for boilers during FY13 for the company.

 Post factoring on RRUVNL order cancellation, we expect revenues to grow by
10% for FY13.

Update on manufacturing units for boiler, turbine and generator
BGR energy is setting up units for manufacturing super critical steam turbine and
generator as well as boilers in joint venture with Hitachi for around 5000MW. BGR
owns 74% stake in the JV while Hitachi owns the rest. Company expects an overall
equity investment of nearly Rs 9 bn to be invested in this JV. Out of this amount,
company has already invested nearly Rs 2.5 bn till now and expects to invest Rs 2.5
- 3 bn in FY13. Land acquisition is already done for this JV and construction work is
likely to commence from July, 2012.

Operating margins stood strong due to higher BOP project execu-
tion
 Operating margins witnessed an improvement for FY12 and stood at 13.7% due

to higher proportion of BOP project execution. Along with this, Chandrapur and
Marwa BOP projects also have price variation clause in place which protected
the margins.

 We maintain our assumptions for operating margins of 12% for FY13 since going
ahead revenue booking would be from a mix of projects in BOP and EPC.

Net profits impacted by decline in overall revenues and higher
borrowings
 Net profit performance for Q4FY12 and FY12 was impacted by decline in rev-

enues and steep increase in interest outgo.

 Borrowings for the company have witnessed an increase in comparison with
FY12 due to higher working capital requirements but have declined in compari-
son with Q3FY12. Company expects working capital cycle to come down going
forward since it is likely to receive advances of nearly 10% (Rs 3 bn) from
Solapur and Meja project by July, 2012. Along with this, retention money for the
completed projects is also expected to come down going forward.

 Total retention money stands at Rs14bn, out of which Rs 4bn for projects already
completed. Company has received Rs 400 mn for Vijayawada project and ex-
pects to receive remaining amount pertaining to APGENCO, Kakatiya and
Kapherkheda project by Q1FY13.

 We tweak our estimates and expect net profits to be Rs2.14bn for FY13.
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Valuation and recommendation
 At current price of Rs 284, stock is trading at 9.6x P/E and 7.9x EV/EBITDA on

FY13 estimates. We arrive at a revised price target of Rs 356 (Rs 394 earlier) and
change our recommendation to BUY from Accumulate earlier mainly on account
of attractive valuations and decent upside from the current levels.

 We believe that there are no near term triggers for the stock in terms of ex-
pected order inflows apart from the L1 orders. However, company is confident of
bagging few large orders by Dec, 2012 mainly from NTPC, RRVUNL, TN and
Maharashtra state electricity board. Thus, growth during FY13 would be led
mainly by the existing order book but would start improving from FY14 onwards
led by new orders and execution of NTPC bulk tenders. Thus we recommend
BUY with a longer term horizon keeping in mind the near term risks associated
with lack of order inflows.

 Key risk to our recommendation would be lower than expected order inflow and
further delays in award of NTPC order for turbine and generator.

We recommend BUY on BGR
Energy Systems with a price

target of Rs.356
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PHOENIX MILLS LTD

PRICE: RS.183 RECOMMENDATION: BUY
TARGET PRICE: RS.237 FY13E P/E: 20.2X

Result highlights: Revenues of the company were in line with our estimates
led by improvement in rentals and occupancy while operating margins
remained strong. Net profit growth was slightly better than our estimates
but was impacted by increase in interest outgo led by higher borrowings
due to lease rental discounting. Phase wise handover of Shangri-La has
commenced and Chennai market city is expected by H1FY13. We maintain
BUY on the stock.

 Phoenix mills had reported a growth of 13.5% in revenues for Q4FY12 primarily
led by renegotiations of rentals with key tenants as well as higher footfalls.

 Operating margins stayed strong at 68.4% for Q4FY12 but were down sequen-
tially.

 Net profit growth was boosted by higher other income as well as strong operat-
ing margins but was impacted by higher borrowings.

 Phoenix mills has entered into share purchase agreement to acquire 32% stake
in Chennai market city during Q4FY12. Post completion of the transaction, PML
would have a majority stake in Chennai market city and its financials would then
be part of consolidated financials. We would incorporate the enhanced
shareholding post completion of the transaction.

 At current price of Rs 183, stock is trading at 20.2x P/E and 12.1x EV/EBITDA.
We value the company on sum of the parts valuation and arrive at a target price
of Rs 237 on FY13 estimates. We remain positive on the company due to its ro-
bust business model, excellent operating cash flows from HSP and expertise to
capitalize on the upcoming opportunities in the retail sector in various cities. We
thus recommend BUY on the stock.

Financial highlights - Standalone Q4

(Rs mn) Mar-12 Mar-11 YoY (%)

Net Sales 531.22 467.91 13.5

Total Expenditure 167.95 146.90 14.3

EBITDA 363.27 321.01 13.2

EBITDA (%) 68.4% 68.6%

Depreciation 73.41 69.67

EBIT 289.86 251.34 15.3

Interest 67.73 2.84

EBT(exc other income) 222.13 248.50 -10.6

Other Income 145.78 140.96

PBT 367.91 389.46 -5.5

Tax 94.72 117.84

Tax% 25.7% 30.3%

PAT 273.19 271.62 0.6

Equity Capital 289.69 289.69

Face Value (In Rs) 2.00 2.00

EPS (Rs) 1.89 1.88 0.6

Source: Company

Summary table

(Rs mn) FY11 FY12E FY13E

Sales  2,102  3,666  4,927
Growth (%) 71 74 34
EBITDA  1,406  2,114  3,172
EBITDA margin (%) 66.9 57.7 64.4
Net profit  842  1,056  1,310
Net debt  8,605  12,377  11,919
EPS (Rs)  5.8  7.3  9.0
DPS (Rs)  1.8  2.0  2.0
ROE (%)  5.1  6.2  7.3
ROCE (%)  5.6  6.9  8.5
EV/Sales (x)  16.7  10.6  7.8
EV/EBITDA (x)  25.0  18.4  12.1
P/E (x)  31.5  25.1  20.2
P/BV (x)  1.6  1.5  1.4

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302
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Revenue growth led by improvement in rentals as well as higher
footfalls for High Street Phoenix
 Phoenix mills had reported a growth of 13.5% in revenues for Q4FY12 primarily

led by renegotiations of rentals with key tenants as well as higher footfalls.

 Average rentals stood at Rs 174 per sq ft per month. Rental renegotiations for
0.15 mn sq ft were completed during FY12 which resulted in increase of nearly
60% in rentals from the previous rentals. Average sales per sq ft increased from
Rs 1531 in FY11 to Rs 1732 in FY12.

 It has also added nearly 16000 sq ft of Palladium Annexe in Feb, 2012 housing
luxury brands such as Gucci, Jimmy Choo, Tumi etc

 Revenues on a consolidated basis reported a growth of 74% for FY12 led by
launch of Pune market city during FY12 as well as strong revenues from high
street phoenix.

 Phoenix mills ltd has entered into share purchase agreement to acquire 32%
stake in Chennai market city during Q4FY12. Post completion of the transaction,
PML would have a majority stake in Chennai market city and its financials would
then be part of consolidated financials. We would incorporate the enhanced
shareholding post completion of the transaction which would be completed by
FY14.

 We thus maintain our estimates and expect revenues to grow by 34% in FY13.

Consolidated financials

(Rs mn) FY12 FY11 YoY (%)

Net Sales 3666 2102 74.4

Total Expenditure 1552 696 123.0

EBITDA 2114 1406 50.4

EBITDA % 57.7 66.9

Depreciation 563 314

EBIT 1551 1091 42.1

Interest 944 228

EBT(exc other income) 607 864 -29.7

Other Income 446 287

PBT 1053 1151 -8.5

Tax 189.2 320.83

Tax (%) 18 28

PAT 864 830 4.1

Minority interest -100 -29

Share of profit from associate 93 -17

Net profit 1056 842 25.5

Equity Capital 289.69 289.69

Face Value (In Rs) 2 2

EPS (Rs) 7.3 5.8

Source: Company

Status of market cities and Shangri-La
 Pune market city is 80-85 % leased with average rentals of nearly Rs 60-65 per

sq ft per month. Occupancy levels have improved to 70% during Q4Fy12. Com-
pany has also sold nearly 85% of phase 1 commercial area of nearly 0.26 mn sq
ft at Rs 6100 per sq ft. Revenues booked from Pune market city commercial sale
during FY12 stood at Rs 700 mn. Overall revenues are expected to improve going
forward due to improvement in occupancies as well as rentals.
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 Bangalore market city was opened in Oct, 2011 and is currently 85-90% leased
with average rentals of nearly Rs 65-70 per sq ft per month. No. of opened stores
have now increased to 178 as against 160 in Dec, 2011. Occupancy levels have
also improved to 60% versus 50% during Dec, 2011 and footfalls of 0.4 mn.

 Kurla market city is currently 75-80% leased and has an occupancy of 50% with
average rentals of nearly Rs 90 per sq ft per month. Currently 171 stores have
opened as against 125 stores during Dec, 2011.

 Launch of Chennai market city is delayed and is now expected to be launched
by July-Aug, 2012. Construction of residential space above mall structure is going
on and out of total 0.25 mn sq ft (105 apartments), company has already sold
nearly 0.2 mn sq ft at an average sale price of Rs 6750 per sq ft. Phoenix mills
had entered into share purchase agreement with Kshitij venture capital fund for
buying out their holding of 32% in Classic mall and classic housing which is ex-
ecuting Chennai market city and residential project for a consideration of Rs 1.06
bn. Out of this amount, Rs 300 mn is required to be paid by May, 2012 and re-
maining Rs 760 mn at the end of 15 months from the date of execution of
agreement. Post this, PML would have 63% holding in Chennai market city.

 Launch of residential space in Bangalore(W) is expected by July, 2012. Project
comprises of high-rise towers and one luxury tower. It is expected to be devel-
oped over four and a half years.

 Phase wise handover of Shangri-La has commenced and hotel is expected to
open from July-Aug, 2012.

Details of sales in residential and commercial projects in market cities

Location Project Type Area PML stake PML ec. Int Launch Sales till Mar,12

Pune Phase 1 Commercial 0.25 58.5% 0.15 Constructed 85%

Mumbai 15 LBS Commercial 0.28 24.3% 0.07 Constructed 61%

Orion Park Commercial 0.84 24.3% 0.20 Jan, 2012 10%

Graceworks Commercial 0.42 44% 0.18 Jan, 2012  -

Chennai Phase 1 Residential 0.26 63% 0.16 June, 2011 76%

Classic Housing Residential 0.21 66% 0.14 FY12 29%

2.26 0.91

Source: Company

Operating margins continue to stay strong
 Operating margins stood at 68.6% and 70.7% for Q4FY12 and FY12 on a

standalone basis.

 Operating margins stayed strong led by re-negotiation of rentals with key ten-
ants.

 We maintain our estimates and expect operating margins to be 70.1% on
standalone basis and 64.4% on consolidated basis. Margins on consolidated ba-
sis are expected to improve going forward with improvement in occupancies,
leasing as well as rentals in key market cities.

Net profit growth in line with our estimates
 Net profit growth was led by excellent revenue growth and strong operating

margins but was impacted by increase in interest outgo led by higher borrowings
due to lease rental discounting.

 Net profits were also boosted by higher other income which is due to interest
income on loans and advances given to the SPVs executing market city projects.
Other income is expected to remain high till the loans are repaid back by the
SPVs to PML.

 We maintain our estimates and expect net profits to grow by 24% for FY13 on
consolidated basis.
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Valuation and recommendation
 At current price of Rs 183, stock is trading at 20.2x P/E and 12.1x EV/EBITDA.

 We value the company on sum of the parts valuation and arrive at a target price
of Rs 237 on FY13 estimates.

 We remain positive on the company due to its robust business model, excellent
operating cash flows from HSP and expertise to capitalize on the upcoming op-
portunities in the retail sector in various cities.

 We thus recommend BUY on the stock.

We recommend BUY on
Phoenix Mills with a price

target of Rs.237

Sum of the parts valuation

Phoenix Stake Avg rent Avg Rate Value Per share
(%) (Rs/sq ft/m) (Rs/sq ft) (Rs mn) (Rs)

High Street Phoenix 100 180 18195         126

Phase IV @ HSP 100 12000 3000           21

Market cities

Pune 58.6 60 6200 1792           12

Kurla 24.3 95 9000 2232           15

Bangalore(E) 46.6 65 3000 1075             7

Chennai* 31.0 80 6500 1654           11

Bangalore(W)-Residential 70.0 4500 2269           16

EWDL 40.0 45-60 2091           14

Big Apple 70.0 35-40 668             5

Shangri-La 53.0 12000 1290             9

Total         237

* Stake in Chennai market city is likely to be enhanced to 63%
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Summary table

(Rs mn) FY11 FY12 FY13E

Sales  35,434  38,082  40,747
Growth (%)  2.3  7.5  7.0
EBITDA  7,098  (1,739)  1,508
EBITDA margin (%)  20.0  (4.6)  3.7
PBT  6,586  (3,454)  (2,427)
Net profit  5,693  (4,336)  (2,245)
EPS (Rs)  12.2  (9.3)  (4.8)
Growth (%)  51.1 - -
CEPS (Rs)  22.2  3.7  9.2
BV (Rs/share)  142.7  132.2  126.2
Dividend / share (Rs)  5.5  -  -
ROE (%) 8.6 - -
ROCE (%) 5.7 0.3 1.1
Net cash (debt)  (27,769) (34,375) (46,076)
NW Capital (Days)  (10.3)  (24.8)  (38.3)
EV/EBITDA (x) 7.4 - 47.1
P/E (x)  4.5 - -
P/Cash Earnings  2.5  14.7  6.0
P/BV (x)  0.4  0.4  0.4

Source: Company, Kotak Securities - Private
Client Research

SHIPPING CORPORATION OF INDIA

PRICE: RS.53 RECOMMENDATION: SELL
TARGET PRICE: RS.47 FY13E P/B: 0.4X

Operational performance continues to be weak
Subdued shipping market, high bunker cost and high other operational cost
has resulted in SCI reporting operational loss for the quarter. Revenues have
increased to Rs 10.2 bn growing ~18% YoY and ~5% QoQ. The company
sold 2 bulk carriers, one chemical tanker and one offshore vessel booking Rs
0.7 bn as profit on sale of ships. The other income of the company has fallen
to Rs 339 mn (-40% YoY) as the company has utilized cash reserves of
almost Rs 10 bn in FY12 to pursue its capex programme. Interest and
depreciation cost has also gone up. Consequently the company reported a
Net Loss of ~Rs 3.6 bn. Both the tanker and the dry bulk market were weak
in the quarter. This is fifth consecutive quarter for SCI reporting dismal
performance at operational level. Poor performance was reported by each of
the segments esp. the liner segment. Volatility in earnings continues for the
shipping companies including SCI. Over supply of ships continues to put
pressure on the freight rates affecting the performance of most of the ship-
owners including SCI. Company now has curtailed its capex programme
over the next two years due to poor shipping market outlook and also to
conserve cash. We are very cautious on the business of the company and
estimate that the NAV of the company has eroded significantly over the last
5 months. We continue to have a SELL rating on the stock with a revised PT
of Rs 47 (earlier Rs 60). The company intends diversifying into shipbuilding
and deep water offshore business which we believe would take atleast 3 to
4 years from today and would help SCI to beat the cyclicality of shipping
business.

Quarterly Snapshot - Consolidated

(Rs mn) Q4FY11 Q1FY12 Q2FY12 Q3FY12 Q4FY12

Income from Operations 8,651 9,294 9,068 9,670 10,176

YoY growth (%) -2.7 2.5 3.7 8.8 17.6

QoQ growth (%) -2.7 7.4 -3.3 6.6 5.2

Employee 1,110 1,104 1,125 978 1,250

Bunker 2,431 3,203 3,697 4,082 4,552

Port 744 1,024 1,023 1,022 1,182

Cargo Handling activities 438 905 870 1,104 327

Repairs 604 492 533 706 529

Charter Hire 925 780 974 1,030 1,382

Provisions 70 32 41 23 123

Other expenditure 1,322 1,005 930 1,351 2,510

Operating expenditure 7,644 8,545 9,193 10,296 11,855

EBIDTA 1,007 749 -125 -626 -1,679
EBIDTA % 11.64 8.06 -1.38 -6.47 -16.50

Depreciation 1,330 1,425 1,451 1,580 1,631

EBIT -323 -676 -1,576 -2,206 -3,310
Interest 204 242 1,463 1,028 1,140

Other income 683 1,109 1,821 4,035 1,249
Interest income 569 543 482 470 339

Profit on sale of ships 0 123 201 1,751 676

Others 114 443 1,138 1,814 234

PBT 156 191 -1,218 801 -3,201
Taxes 218 250 190 62 380

Effective tax rate % 139.7 130.9 -15.6 7.7 -11.87

PAT -62 -59 -1,408 739 -3,581

Adjusted PAT -62 -59 -1,408 739 -3,581

Source: Company

RESULT UPDATE

Amit Agarwal
agarwal.amit@kotak.com

+91 22 6621 6222
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Financial Highlights:
 Consolidated revenues of the company went up ~18% YoY (-5% QoQ) in

Q4FY12 to ~ Rs 10.2 bn. The company has been discarding old low earning ves-
sels on regular basis. With net fleet addition, the revenues of the company has
gone up YoY.

 The company has reported operating loss in the quarter. This is primarily due to
high bunker cost, higher port charges, high insurance cost and higher cost of in
chartered vessels.

 With Baltic Dry Index below 1000 levels and VLCC available at $10,000/ day in
the spot market, we believe the company is currently operating some of the
ships in its fleet at below operating cost. .

 Interest component has gone up significantly from Rs 204 million in the previous
year to Rs 1140 million in Q4FY12. It was primarily due to rupee depreciation in
the quarter for which the company has resorted to AS 10 and AS 16. The com-
pany also has taken significant debt to pursue its capex programme currently es-
timated at ~ Rs 47 bn over FY12 - FY14E. The company took a total debt of Rs
15 bn in FY12.

 With addition of new fleet and discard of fully depreciated old assets, the depre-
ciation of the company has gone up significantly to Rs 1631 mn (vs. Rs 1330 mn
in Q4FY11) affecting profits significantly.

 The company sold 2 bulk carriers, one chemical tanker and one offshore vessel
booking Rs 0.7 bn as profit on sale of ships. The other income of the company
has fallen to Rs 339 mn (-40% YoY) as the company has utilized cash reserves of
almost Rs 10 bn in FY12 to pursue its capex programme.

 Consequently company has reported a Net loss for the quarter of Rs 3581 mn.
Very important to note here that the company has reported net loss for last four
consecutive quarters.

 Till date, SCI has a healthy track record of payment of dividend. But with report-
ing of loss in FY12, it has not paid any dividend in FY12.

Company has brought down its capex programme - a prudent
measure
In the beginning of FY12, SCI was having a capex programme of Rs 78 bn over FY12
to FY14E, with deliveries of ships happening in FY14 and FY15. But with the contin-
ued weakness in the shipping market, the company has either curtailed or deferred
a part of its capex in the commercial segment in the last 3 months. We now esti-
mate the company to spend about Rs 47 bn (approx. ~ 40% less of earlier plan)
over FY12 to FY14E as capex on 30 ships (earlier 40 ships).

With shipping markets continuing to go through a bad phase and expected to re-
main subdued atleast for the next two years, we believe SCI has taken a prudent
measure in curtailing its capex. Similarly other Indian companies like GE Shipping
and Mercator Lines Ltd (MLL) are also going slowly with their capex program in the
shipping segment.

Net Asset value (NAV) of the company has fallen at Rs 95 per
share
With the shipping markets subdued (falling 5 to 25% QoQ across segments), we
estimate the NAV of the company to have got eroded further. Even the manage-
ment indicated that the NAV for the company may have fallen. We estimate a new
NAV for the company at Rs 95 per share (March, 2011 it was Rs 123 per share and
December 2011 it was Rs 110). Both dry and tanker market has fallen about 5 to 25
% in the last 4 to 5 months. Usually the shipping asset prices moves after a lag of 2
to 3 months to shipping freight rates. We feel NAV of the company to remain under
pressure in subsequent quarters.
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Company currently has cash balance of Rs 14 bn - Secured loans
of the company has almost doubled in pursuing its capex pro-
gram.
SCI did a capex of ~Rs 30 bn in FY11 and Rs 18 bn through a mix of debt and eq-
uity. As a result the gross debt of the company has gone up from ~Rs 26 bn in FY10
to ~ Rs 47 bn in FY11 and to Rs 55 bn in FY12. Gross debt of the company currently
stands at ~Rs 55 bn with cash balance of Rs 14 bn (which is ~10% of the capital
deployed). Healthy cash balance is of utmost importance for the company to make
timely asset purchase and face the cyclicality of shipping business. Healthy cash
balance could positively impact the other income component of the company with
interest rates peaking and expected to move up further.

Tough phase for shipping business continues - Supply side pres-
sure continues
 In the dry market, the BDI continues to struggle with weak expectations for the
forthcoming days. Even the tanker market is very soft with oversupply of ships and
minimum tonnage available. We believe the current spot market rates across most
of the shipping segments are below the operational cost of the ship. We are not
bullish on the shipping business going forward primarily due to oversupply of ships in
the bulk segment (net supply of 7.0% per annum) and even in the tanker segment
(net supply of 3.2% per annum) over CY12E to CY14E

SCI has also shelved plans to buy a minority stake in a shipbuild-
ing company. It also postpones it plans to enter the high end off-
shore market
SCI was doing due diligence of some of the shipyards including ABG, Bharati and
Pipavav for buying a small stake of ~10%. Company cited this step as an intitiative
towards backward integration. We estimate this purchase by SCI not to materialise
in near term (only after FY13E) and hence we don't factor this in our numbers.

Company also intends to get into high end off shore market like jack up, drill ships
and submersible. With oil above $ 100 per barrel, we believe the market for deep
water drilling is very lucrative. GE Shipping through its 100% subsidiary - Great India
Ltd - is already having significant presence in this area. As the segment is very capi-
tal intensive, SCI has deferred its plans to enter this segment for now. Company also
intends to hive off the offshore segment into a separate 100% subsidiary which is
expected by end of FY13E.

Top line and earnings to remain under pressure
Subdued shipping market, higher bunker cost and higher depreciation has resulted
in SCI reporting loss on recurring basis. All the three key segments of shipping in-
cluding container, bulk and the tanker segment has performed badly and estimated
to be weak in the next 2 to 3 quarters. Over supply of ships continues to put pres-
sure on the freight rates affecting the performance of most of the ship-owners in-
cluding SCI. We estimate the revenues and earnings of the company to remain un-
der pressure in near term.

Valuation and Recommendation
Historically most Indian Shipping companies including SCI have traded in a range of
0.50 x to 0.9 x of its NAV. We value SCI at 0.50 x NAV (assigning low end), in line
with our view that the shipping sector would remain under pressure at least till CY12
end. We are assigning higher discount to SCI due to weak earnings estimate in near
term. We continue to have a SELL rating on the stock with a revised PT of Rs 47
(earlier Rs 60).

We also factor in the following while arriving at the fair value and SELL rating:
1. Asset prices would continue to remain under pressure
2. Poor return ratios - ROE and ROCE
3. Negative free cash flow till end of FY13
4. Net loss in FY13

We continue to maintain SELL
rating on Shipping Corporation of

India with a revised price target
of Rs 47
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ENGINEERS INDIA LTD (EIL)
PRICE: RS.225 RECOMMENDATION: BUY
TARGET PRICE: RS.305 FY13E P/E: 10.3X

 EEL reported Q4FY12 result in line with our estimates; revenues grew
mainly on back of Lump sum turnkey project (LSTP) division. Consultancy
business reported moderate growth in the quarter.

 Company reported overall operating margin erosion in the quarter on ac-
count of increased proportion of LSTP business in the overall revenue
pie.

 In FY12, order inflows have remained weak for the company mainly due
to the cyclical slowdown in Hydrocarbon space and sluggish activity
from major PSUs. However, from historical perspective we infer that the
order booking in Indian hydrocarbon space has been unevenly spread.
We believe that in future, company shall inevitably benefit from MoPNG
huge target of nearly Rs 1.2 trillion envisaged for various projects in XII
five year plan (FY12-FY17).

 We value the company using DCF valuation methodology and maintain
'BUY' recommendation on company's stock with one year price target of
Rs 305 (Rs 320 earlier).

Consolidated Quarterly financials

(Rs mn) Q4FY12 Q4FY11 YoY % Q3FY12 QoQ %

Income from Operations 12253 9465 29.5 7925 54.6

Employee expenses 1324 1580 (16.2) 1369 (3.3)

Sub-Contract Payments 2332 2478 (5.9) 1558 49.6

Constrction Material 5860 2926 100.2 2575 127.5

Other expenses 954 576 65.7 600 59.0

Total Expenses 10469 7560 38.5 6102 71.6

EBITDA 1784 1905 (6.3) 1823 (2.1)

Other income 920 638 44.2 444 107.0

Depreciation 108 40 167.5 28 283.6

EBIT 2597 2503 3.7 2239 16.0

Net Interest 12 15 0

PBT 2585 2489 3.9 2239 15.5

Total tax 682 832 (18.1) 726 (6.1)

PAT 1903 1656 14.9 1513 25.8

EPS (Rs) 5.6 4.9 14.9 4.5 25.8

EBITDA (%) 14.6 20.1 23.0

Tax Rate (%) 26.4 33.4 32.4

Source: Company

Result Highlights
 Consolidated revenues grew by nearly 29% YoY in Q4FY12 mainly driven by

LSTP division. However company has reported considerable fall in the operating
margins at 14.5% in Q4FY12 vis-à-vis 20.1 % in Q4FY11 mainly due to increase
in input prices that affected the margins of LSTP segment.

 Consolidated consultancy division reported 6% YoY revenues growth at Rs 3.2
bn and EBIT margins for the segment stood at 40%. For FY12, consultancy divi-
sion has reported a growth of 7% YoY at Rs 12 bn. EBIT margins for the segment
stood at 41% in FY12. Management has been positive on the growth prospects
of the division on back of meaningful investment planned by MoPNG in twelfth
five year plan.

Summary table

(Rs mn) FY11 FY12E FY13E

Sales  28,482  37,234  44,115
Growth (%)  41.4  30.7  18.5
EBITDA  6,547  7,165  9,044
EBITDA margin (%)  23.0  19.2  20.5
PBT 7984 9279 11091
Net profit  5,313  6,447  7,387
EPS (Rs)  15.8  19.1  21.9
Growth (%)  20.6  21.3  14.6
CEPS (Rs)  16.2  19.7  22.3
BV (Rs/share)  44.2  57.1  72.4
DPS (Rs)  5.0  5.3  5.6
ROE (%)  40.2  37.8  33.9
ROCE (%)  40.3  37.8  33.9
Net cash (debt)  17,981  23,990  33,085
NW Capital (Days) (138.7) (121.5) (134.7)
EV/Sales (x)  2.0  1.6  1.3
EV/EBITDA (x)  8.8  8.1  6.4
P/E (x)  14.3  11.8  10.3
P/Cash Earnings (x)  13.9  11.4  10.1
P/BV (x)  5.1  3.9  3.1

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Ruchir Khare
ruchir.khare@kotak.com
+91 22 6621 6448
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 Revenues for LSTP division has increased by 40% YoY reported at Rs 9 bn in
Q4FY12 vis-à-vis Rs 6.4 bn last year. EBIT margins for the segment stood at 7.5%
for the quarter. For FY12, LSTP division has reported revenue growth of 46%
YoY at Rs 24 bn and EBIT margins stood at 9.8%.

 We believe that the company is well poised in both the division, however propor-
tion of LSTP division would likely increase in the overall revenue pie. This is likely
have a diminishing impact on the consolidated margins, however would provide
enough scale of opportunity for the company to grow as majority of orders cur-
rently are allotted on turnkey basis.

 In FY12, company has reported miniscule order intake of Rs 7.5 bn amounting to
the total order backlog of Rs 45 bn vis-à-vis Rs 76.5 bn in the previous year. From
historical perspective we infer that the order booking in Indian hydrocarbon
space has been unevenly spread with majority of orders getting booked in the
second half of respective five year plans.  We believe that over a considerable
amount of time frame, company shall inevitably benefit from MoPNG huge tar-
get of nearly Rs 1.2 trillion envisaged for various projects in XII five year plan.

 Company has reported order flows of Rs 6.3 bn in Consultancy business and Rs
1.2 bn in LSTP segment. Current order backlog of Rs 45 bn comprises of Rs 25
bn of consultancy business and Rs 20 bn of LSTP segment.

Segment table

(Rs mn) Q4FY12 Q4FY11 YoY (%) Q3FY12 QoQ (%)

Segment Revenue

Consultancy & Engineering projects 3211 3011.5 6.6 3233 -0.7

Lump sum Turnkey Projects (LSTP) 9042 6454 40.1 4692 92.7

Segment EBIT

Consultancy & Engineering projects 1302 1072 21.5 1455 -10.5

Lump sum Turnkey Projects (LSTP) 682 925 -26.2 481 41.7

Segment Margins %

Consultancy & Engineering projects 40.6 35.6 45.0

Lump sum Turnkey Projects 7.5 14.3 10.3

Source: Company

 Industrial division observed 15% YoY revenue growth at Rs. 5 bn in the quarter.
However margins continue to remain under pressure for the segment due to
higher input prices.

 Hydrocarbons constitutes to nearly 50% of Consultancy segment order backlog
and 86% of LSTP backlog. To reduce dependency on Hydrocarbon space, com-
pany has been increasing its offering in the other segment as well. At the end of
FY12, company has reported increased order bookings from other sectors such as
metals, power and infrastructure. Management expects orders booking from fer-
tilizer sector to increase substantially over the next few years.

 In order to widen the spectrum of offerings/ opportunities and to reduce system-
atic risk associated with various industries and geographies, EIL has envisaged a
strategy of entering into joint ventures and strategic alliances with the appropri-
ate players in India and abroad. The company currently has nearly ten such alli-
ances including three overseas JVs. In FY12, company has reported 12% of con-
solidated sales from overseas geographies mainly Middle East.

 Company to maintain high growth in financials; asset light business model likely
to result in value accretion
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 We project 18% YoY growth in revenues in FY13 from Rs. 37 bn in FY12 to Rs.
44 bn in FY13 on back of 1) continued momentum in the domestic Hydrocarbon
Industry mainly refining and petrochemicals 2) pick up in investments in projects
in power and infrastructure space 3) company's new initiative adding up to rev-
enue stream and 4) meaningful contribution from overseas markets viz. Middle
East, south Africa and North America that are expected to contribute to nearly
13-15% of revenues going ahead.

 We highlight that the proportion of LSTP is likely to increase in the overall rev-
enue pie in the long run. We believe that this would have a diminishing effect on
the overall margins going forward. In our projected financials we build 20%
EBITDA margins for FY13E.

 A significant portion of turnkey projects are fixed price in nature and therefore
company bears the risk of cost overruns. Under these contracts, contract prices
build assumptions relating to overall economic conditions, prices and availability
of labour, equipment and materials.

 While 60% of current turnkey projects are fixed price in nature, company has
been strategizing to increase the proportion of variable pricing contracts where it
can pass on various price increases to the clients.

 We highlight that the company has a strong debt free balance sheet with net
cash amounting to nearly Rs 60 per share. Lower capex and negative working
capital would boost free cash flow generation in future.

Valuation & Recommendations
 At current price of Rs.225, stock is trading at 10.3x P/E and 6.4x EV/EBITDA

multiples on FY13E earnings.

 We value the company using DCF valuation methodology and maintain 'BUY'
recommendation on company's stock with one year price target of Rs 305 (Rs
320 earlier).

We maintain BUY on Engineers
India with a revised price target

of Rs.305
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HAVELLS INDIA LTD (HIL)
PRICE: RS.546 RECOMMENDATION: REDUCE
TARGET PRICE: RS.500 FY13E P/E: 14.1X

 HIL reported decent set of nos. for Q4FY12. Numbers are in line with our
estimates on revenue and net profit front.

 Robust growth in domestic business across all verticals helped margin
sustenance at the consolidated level. Demand for consumer appliances
primarily home appliances remain intact.

 Management has concluded successful restructuring at Sylvania in the
last fiscal and expects to report consistency in performance going ahead.
Management expects to maintain Sylvania's margins.

 We are positive on the company's strong brand franchise and robust dis-
tribution network. However in view of rich valuations, we maintain our
'Reduce' rating on company's stock. We arrive at a DCF based price target
of Rs 500 on company's stock.

Standalone Result

(Rs mn) Q4FY12 Q42011 % YoY 3QFY12 QoQ (%)

Net Income 10467 8453 23.8 8982 16.5

Decrease/ (Increase) in stock 85 (291) (129.3) (160) (153.3)

Raw Material consumed 6682 6041 10.6 5775 15.7

Employee expenses 357 293 21.6 364 (2.2)

Forex fluctuation (214) 11 135

Other expenses 2106 1388 51.8 1723 22.3

Total expenditure 9016 7442 21.1 7838 15.0

EBITDA 1451 1010 43.6 1144 26.8

Other income 3.2 1.0 1.4 128.6

Depreciation 165.9 78.1 112.4 103.5 60.3

EBIT 1288 933 38.0 1042 23.6

Net Interest 197 64 208.9 75 163.8

PBT 1091 870 25.5 967 12.8

Tax 193 167 15.2 179 7.9

PAT 898 702 27.9 789 13.9

EPS (Rs) 7.2 5.6 27.9 6.3 13.9

EBITDA (%) 13.9 12.0 12.7

PAT (%) 8.6 8.3 8.8

RM/Sales (x) 63.8 71.5 64.3

Tax Rate (%) 17.7 19.2 18.5

Source: Company

Sylvania EUR mn

Q4FY12 Q4 2011 % YoY 3QFY12 QoQ

Revenues 112 113 -0.9 114 (1.8)

EBITDA 9.5 9 4.4 11 (14.4)

PAT 4.3 3.3 30.3 5.2

Source: Company

RESULT UPDATE

Ruchir Khare
ruchir.khare@kotak.com
+91 22 6621 6448

Summary table

(Rs mn) FY11 FY12E FY13E

Sales  56,187  65,579  68,893
Growth (%)  5.6  11.0  10.8
EBITDA  5,800  6,971  7,828
EBITDA margin (%)  10.3  10.6  11.4
PBT 4066 4761 6289
Net profit  3,035  3,703  4,654
EPS (Rs)  25.2  30.8  38.7
Growth (%)  336.0  22.0  25.7
CEPS (Rs)  31.9  38.7  45.7
BV (Rs/share)  54.3  85.1  123.8
DPS (Rs)  1.3  1.4  1.4
ROE (%)  57.6  44.1  37.0
ROCE (%)  23.0  23.9  24.0
Net cash (debt)  (9,398)  (7,663)  (4,493)
NW Capital (Days) 18.5 25.3 30.2
EV/Sales (x)  1.3  1.1  1.1
EV/EBITDA (x)  12.9  10.7  9.6
P/E (x)  21.7  17.7  14.1
P/Cash Earnings (x)  17.1  14.1  11.9
P/BV (x)  10.1  6.4  4.4

Source: Company, Kotak Securities - Private
Client Research
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Result Highlights
 Domestic revenue grew by 24% YoY at Rs 10.4 bn in Q4FY12 driven by all the

divisions. Consumer division grew 18% YoY, cables division grew 32% YoY,
lighting division reported growth of 20% and switchgear division observed
growth of close to 19% in the quarter.

 Company reported EBITDA margins at 13% driven by operating leverage. Effi-
cient cost management and higher sales realization has mitigated the effect of
adverse currency movement in the quarter.

 Company has been trying to reduce its dependence on sourcing from geogra-
phies like China. We have highlighted in our update on Bajaj Electricals (dated:
29th May 2012) that considering the current INR trend and implication of various
overheads such as forwarding charges etc, sourcing from India is becoming more
viable than importing from countries like China etc in majority of product catego-
ries.

 Revenues from Switchgear division at Rs 2.3 bn observed meaningful growth. We
highlight that the revenue growth in the division had been sluggish in the past on
account of declining export to the UK region.

 Company has been ramping up switchgears sales in the international market
mainly in UK region and expects to maintain margins at the levels of over 20%.
It has been observing reasonable traction in the segment currently. Management
expects 10-15% growth for the segment in FY13.

 Fans division grew by 9% YoY in FY12. We believe that the growth reported in
this category is commendable when most its key competitors are experiencing
sluggish demand for Fans and Coolers on account of lighter summer this year.

 Electrical Consumer Durables further strengthen with revenues at Rs 1.8 bn (in-
cluding fans). Management has indicated substantial growth in some of the
newly launched products categories.

 Demand for home appliances has remained more or less intact over FY12. We
believe that this has been mainly on back of 1) growing disposable income
within Indian households (urban & rural) 2) evolving lifestyle patterns in India
leading to a peculiar shift in preference for premium products offered by orga-
nized players like HIL 3) shortening of product cycle due to higher rate of techno-
logical obsolescence 4) increasing electricity supply in urban and rural India.

 Company has successfully launched complete range of kitchen appliances last
year. It has also launched Geysers which has been observing reasonable de-
mand. Company sold 45000 units of geysers in FY12 and aims to sell 100000
units in FY13.

 We believe that the company is well poised to maintain margins in the domestic
market going ahead on account of 1) steady cost management across the board
2) increase in contribution from new product launches going ahead.
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Segment reporting (Standalone)

Q4FY12 Q4 2011 % YoY 3QFY12 QoQ%

Standalone Revenues Rs mn

Switchgear 2376 2000 18.8 2261 5.1

Cable and Wires 4767 3608 32.1 3907 22.0

Lighting and fixtures - India 1511 1258 20.1 1448 4.3

Electrical consumer durables 1813 1542 17.6 1346 34.8

PBIT Rs mn

Switchgear 823 698 17.9 894 (7.9)

Cable and Wires 823 698 17.9 385 113.8

Lighting and fixtures - India 823 698 17.9 379 117.1

Electrical consumer durables 823 698 17.9 390 111.4

PBIT%

Switchgear 34.7 34.9 39.5

Cable and Wires 17.3 19.4 9.9

Lighting and fixtures - India 54.5 55.5 26.2

Electrical consumer durables 45.4 45.3 28.9

Source: Company

 Management has concluded successful restructuring of Sylvania in last fiscal and
has clocked operating margins at 8% in FY12. In the quarter, company has suc-
cessfully restructured the entire acquisition debt corresponding for Sylvania acqui-
sition. It expects finance cost to come down reasonably in FY13.

 Other expenses have increased by nearly 50% YoY. This is mainly due to the
substantial increase in warranty provisions. With more consumer products and
increased service cost, company is now providing higher provision of warranty
and after sales service. The cost increased from Rs. 122 mn in FY11 to Rs.
387mn in FY12.

 Sylvania posted continued recovery with revenues at EUR 112 mn in Q4FY12.
Sylvania has reported EBITDA margin of 8.5% in the quarter. We highlight that
the change in pension liabilities and other yearly costs of EUR 3.3 mn subject to
previous year are included in the 3QFY12. Net of this, EBITDA margins stood at
9.7% for FY12.

 Company continues to enjoy strong brand franchise and has been consistently
strengthening its distribution network. It current has over 500 dealers across India
and has been adding nearly 700-800 dealers per annum.

 Company has recorded significant growth in consolidated PAT at Rs 3.7 bn for
FY12 vis-à-vis Rs 3. bn on back of robust growth in domestic market and success-
ful streamlining of Sylvania's operations with the domestic business.



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 19

MORNING  INSIGHT May  31,  2012

Price hike across various product categories and higher interest
rates hits Indian consumer market in high value products like
AC's, refrigerators etc; demand for lower value home appliances
products remain intact
 Demand for home appliances has remained more or less intact over FY12. We

believe that this has been mainly on back of 1) growing disposable income
within Indian households (urban & rural) 2) evolving lifestyle patterns in India
leading to a peculiar shift in preference for premium products offered by orga-
nized players like HIL 3) shortening of product cycle due to higher rate of techno-
logical obsolescence 4) increasing electricity supply in urban and rural India.

 Penetration level of organized players like Havells, Bajaj Electricals etc. has been
consistently increasing in semi-urban and rural market. The primary reason for
this shift is explained by the unprecedented market growth of over 25% in these
regions.

 Competition is intense in Lighting and luminaries' space due to the presence of
no. of small-mid-sized players. Lately there has been meaningful increase in
competition from Chinese players who strategize to sweep market by introducing
various energy saving products.

 However, within the branded products, the preference is towards the lower cost
product. We understand that, the tier ii / rural customers are more cost conscious
than his urban counterpart.

 We therefore believe that future revenue growth would be a function of overall
volume growth achieved by the industry in tier ii cities. Therefore extensive distri-
bution network and deeper penetration across these areas would become a key
differentiator for HIL.

Valuation and recommendation
 We expect consolidated revenues to grow by 11% in FY13E from Rs. 65 bn in

FY12 to Rs. 68 bn in FY13E. Within the revenue streams, we expect domestic
sales to grow by 16% driven by all the segments While Sylvania is likely to post
marginal growth in revenues in FY13, we expect EBITDA margins to stabilize at
7.5-8% in FY13.

 At current price of Rs.546, stock is trading at 14.1x P/E and 9.6x EV/EBITDA on
FY13E earnings.

 In view of rich valuations, we maintain our 'REDUCE' rating on company's stock.
We arrive at a DCF based price target of Rs 500 on company's stock.

We maintain our REDUCE rating
on Havells India with a price

target of Rs.500
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Trade details of bulk deals

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

(Rs)

30-May Anjani Dham Malay Corporate Services Pvt Ltd B  125,010  9.1

30-May Anjani Dham Patel Kapilaben Somabhai S  125,000  9.1

30-May Bhandari Hos Sanjay Vasantrai Doshi B  60,083  51.5

30-May Dazzel Conf Samir Kishor Thakkar B  830,000  3.3

30-May Invicta Meditek Sanjay Jethalal Soni HUF S  30,954  24.1

30-May Parichay Invest Binal J Modi B  12,315  138.1

30-May Parichay Invest Jhaveri Sanjeev Burman S  9,000  138.1

30-May Rdb Realty & Infr Sheetal Dugar B  63,238  25.0

30-May Samtex Fash Sanjay Devkinandan Gupta B  115,041  16.9

30-May Sharp Inds Shampa Trading Pvt Ltd B  277,660  30.9

30-May Sharp Inds Ivory Consultants Pvt Ltd S  300,000  30.9

30-May Sicagen India Siddlifesciences Pvt Ltd S  390,000  17.6

30-May Speciality Rest Reliance Mutual Fund B  457,405  158.9

30-May Steel Exchange-$ U Kiran S  200,000  63.9

30-May Sybly Inds-$ Parveen Kumar S  2,537,801  0.4

30-May Vaishnavi Madhusudhan Loya B  150,000  6.4

30-May Vaishnavi O Markandeyulu S  125,049  6.4

30-May Venus Power Leha Power Pvt Ltd B  120,000  25.0

30-May Venus Power Bhagwan Das B  100,000  24.3

30-May Venus Power Sree Lakshmi Marupudi S  100,000  24.3

Source: BSE

Bulk deals
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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.

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

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

Gainers

Infosys  2,432  1.0  3.5  1.0

Reliance Ind  706  0.6  2.4  3.5

Hindustan Unilever  422  1.5  2.0  1.5

Losers

Tata Motors  243  (11.9)  (18.4)  40.5

ICICI Bank  817  (2.6)  (7.9)  3.3

L&T  1,188  (1.2)  (2.5)  1.2

Source: Bloomberg
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