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Economy News
4 Despite the volatility in global crude oil prices, the Government is trying

to prevent further increase in diesel, and cooking gasretail prices. The
Petroleum Minister, Mr Murli Deora, on Wednesday said that his Ministry
is not in favour of raising prices of these petroleum products. "We are
trying to see that there is no further price increase," the Minister told
reporters here adding that "If crude oil prices increase then something
has to be done, but we are doing our best to see that essential
commodity prices don't increase." (BL)

4 The ministry of corporate affairs has resolved tax hurdles to the
implementation of the International Financial Reporting Standard (IFRS)
with the tax department. "The ministry was getting positive response
from companies in regards to the implementation," Mr Khurshid said in a
summit at the Bombay Stock Exchange (BSE), a day after the minister
said the deadline of April 2011 for the transition to the new international
accounting norms will be met. (ET)

4 The group of ministers constituted to find ways to deregulate urea
pricing on Wednesday deferred a decision on raising the retail price of
urea for farmers. The panel, however, rejected a proposal moved by the
department of fertilizers that sought to continue with urea pricing under
the New Pricing Scheme. The panel asked a committee of secretaries
(CoS) to prepare a report by next month on including the country's most
consumed fertilizer under the nutrient-based subsidy, or NBS, regime.
(ET)

4 Banking on healthy growth in direct taxes collections, finance minister
Pranab Mukherjee raised the target for financial year by Rs 200 bn to Rs
4.5 trillion. Mr Mukherjee is counting on the tax bouyancy to meet
additional expenditure on subsidy because of the rising commodity prices,
helping him stay within the fiscal deficit target of 5.5 % of GDP. (ET)

Corporate News
4 Major healthcare chain Apollo Hospitals will invest nearly Rs.10 bn for

setting up 12 new hospitals across the country over the next two years.
"We will be investing Rs.0.8 -1 bn per hospital in class-II and class-III cities
across the country," Apollo Hospitals chairman Prathap C. Reddy said. (ET)

4 Kerala's IT sector has landed a prestigious investment with TCS signing
up for a mega learning centre at the state capital. The Rs 15 bn Global
Learning Centre of TCS will come up at the TechnoCity, close to the
Technopark here. TCS director and CFO S Mahalingam said the centre
would train and accommodate 15,000 employees at any time. (ET)

4 The Sanlam group of South Africa is likely to pick up 20 per cent stake in
Shriram Capital, the Shriram group's holding company for all its financial
services ventures, it is reliably learnt. While the Shriram group has
refused to confirm this development, saying that it would not comment
on "market speculation", sources in the know have told that the
proposal, which is awaiting regulatory clearance, will cement ties
between the two entities. (BL)

4 Praj Industries has entered into an agreement with Qteros of the US to
accelerate commercialisation efforts for industrial-scale cellulosic ethanol
production. The two companies will jointly develop process design
packages (PDPs) that will enable cheapest commercial-scale production of
ethanol, initially from a non-food based feedstock. (BL)

4 BOC India Ltd announced on Wednesday that it wants to delist its
shares from the bourses by acquiring 10.52 per cent of the public
shareholding in the company.It said in a notice to the exchanges that they
would buy back 8.98mn shares at a floor price of Rs 225.29 a share. As on
September 30, 2010, the promoters held 89.48 per cent stake in the
company. (BL)

Equity
% Chg

5 Jan 11 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  20,301  (1.0)  1.7  (0.5)
NIFTY Index  6,080  (1.1)  1.5  (1.1)
BANKEX Index  12,834  (2.2)  (8.8)  (10.4)
BSET Index  6,844  0.3  9.8  12.6
BSETCG INDEX  15,199  (1.6)  (1.5)  (7.2)
BSEOIL INDEX  10,688  (0.4)  3.5  (0.3)
CNXMcap Index  8,790  (1.2)  (2.5)  (6.6)
BSESMCAP INDEX  9,740  (1.0)  (1.2)  (7.7)

World Indices
Dow Jones  11,723  0.3  3.0  7.1
Nasdaq  2,702  0.8  4.3  12.6
FTSE  6,044  0.5  5.2  7.2
Nikkei  10,381  (0.2)  3.3  8.4
Hangseng  23,758  0.4  2.5  4.1

Value traded (Rs cr)
5 Jan 11 % Chg - Day

Cash BSE  3,822  (4.4)
Cash NSE  13,088  (9.0)
Derivatives  96,562  (3.6)

Net inflows (Rs cr)
4 Jan 11 % Chg MTD YTD

FII  779  82.3  1,207  1,207
Mutual Fund  (293)  227.7  (383)  (383)

FII open interest (Rs cr)
4 Jan 11 % Chg

FII Index Futures  12,626  (2.3)
FII Index Options  37,190  4.4
FII Stock Futures  34,843  (0.7)
FII Stock Options  398  18.4

Advances / Declines (BSE)
5 Jan 11 A B S Total % total

Advances  39  618  135  792 31
Declines  166 1192  280  1,638 63
Unchanged 0 132  20  152 6

Commodity % Chg

5 Jan 11 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  90.4  0.2  1.2  8.7
Gold   (US$/OZ)  1,376.7  0.0  (2.8)  2.1
Silver  (US$/OZ)  29.3  (0.5)  (1.2)  27.5

Debt / forex market
5 Jan 11 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  NA NA NA NA
Re/US$  45.32  44.99  44.95  44.69

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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GUJARAT APOLLO LIMITED (GAL)
PRICE: RS.174 RECOMMENDATION: BUY
TARGET PRICE: RS.270 FY12E P/E: 6.8X

q NHAI has been sluggish in awarding fresh road projects vis-à-vis last
year. Pick up in NHAI and government spending is likely to spill over to
FY12. However, broader outlook for company's revenue growth remains
positive in medium to long term.

q Company is likely to report slippage in sales from FY11 to FY12 on ac-
count of elongated monsoon season this year and current slowdown in
NHAI activity for awarding new projects.

q Recently, from second half of third quarter, company has been observing
pick up in enquiries and orders from its key clients.

q We believe that the company would maintain its dominant position in
the domestic market. However we tweak our earning estimates down-
ward to account for possible earning slippage and slight margin contrac-
tion due to increasing input prices.

q We remain positive on the road equipment sector as well as on the com-
pany and recommend 'BUY' with a one year DCF based price target of
Rs.270 (290 earlier).

Management Meet Highlights
We recently met with the management of GAL and visited its Mehensana plant to
get a perspective on the overall business environment unfolding in domestic and
overseas markets. Below are the key highlights of our interaction.

n Company has been experiencing a slight hold up in the business. This is due to
1) elongated monsoons in current year which has lead to slippage in revenues
from Q3FY11 to Q4FY11 and Q1FY12 and 2) lately, NHAI has slowed down in
awarding new road projects.

n Company has been observing slowdown mainly in the IPG segment. Demand for
pavers especially Hydraulic Pavers has been almost in line with expectation.

n Post monsoon, company has been observing pick up in enquiries (and orders)
from its key customers. However this is slightly lesser than what was anticipated
earlier. We opine that this is mainly due to the slowdown from NHAI.

n We reiterate that elongated monsoon season this year is likely to increase fund
allocations from NHAI and states agencies for road refurbishment programs. Gov-
ernment has made a fresh allocation of Rs.40 bn for these programs. We believe
that this would also get reflected in FY12.

n Management opines that the current slowdown is temporary and expects it to
get recovered in Q4FY11 and FY12.

n Company is currently observing continued interest from the overseas markets
especially Africa and Middle East. However, management has highlighted inten-
sifying competition in some of these areas.

n Other than various low cost producers from China and Korea, several Indian play-
ers are also gaining grounds in these regions. However, management expects
reaching pre-slowdown levels of earning 25-30% of revenues from exports.

n Management has highlighted that the increase in input prices are likely to have
a slightly negative impact on the margins. However company is making all pos-
sible efforts to contain this and pass on the increased cost to the end customers.

Summary table

(Rs mn) FY10 FY11E FY12E

Sales 2581 2709 3501
Growth (%) 4.6 5.0 29.2
EBITDA 540 525 673
EBITDA margin (%) 20.9 19.4 19.2
PBT 507 479 621
Net Profit 332 311 404
EPS (Rs) 21.1 19.8 25.6
Growth (%) 11.2 (6.2) 29.6
CEPS 22.9 21.5 27.8
BV (Rs/Share) 80.3 102.5 120.0
Dividend/share (Rs) 2.0 2.0 2.6
ROE (%) 23.1 17.8 19.5
ROCE (%) 21.8 17.1 19.2
Net cash (debt) (167) 139 192
NW Cap (Days) 148 145 130
EV/Sales (x) 1.0 1.0 0.8
EV/EBITDA (x) 5.0 5.1 4.0
P/E (x) 8.3 8.9 6.8
P/Cash Earnings 7.7 8.2 6.3
P/BV (x) 2.2 1.7 1.5

Source: Company, Kotak Securities - Private
Client Research

MANAGEMENT MEET UPDATE

Ruchir Khare
ruchir.khare@kotak.com
+91 22 6621 6448
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n Company has highlighted the need for constant technological and product up
gradation on back of efficient R&D initiatives. GAL offers a wide product range
relevant for Indian conditions.

n Management expects to maintain its leadership position in key product catego-
ries. Company enjoys nearly 30-35% market share in key product categories
with over 50% market share in Ashphalt pavers.

Market Share for Asphalt Pavers

Source: Company, Kotak Securities - Private Client Research

n Management highlights that company's current capacity is adequate to suffice
the current demand and would not have to incur any capex w.r.t. Greenfield
expansion.

Financials
n We tweak our earning estimates downward to factor likely slippage in earnings

in the current year and deferment in new road project awards from NHAI.

n We opine that revenue growth in Q3FY11E is likely to remain muted due to large
base effect. We highlight that Q3FY10 has been the best quarter for the com-
pany so far and therefore even matching up with those levels would be mean-
ingful.

n We build a 16.5% CAGR in revenues between FY10-12E from Rs.2.6 bn in FY10
to Rs.3.5 bn in FY12E. We reduce our margin estimates by 150 bps in FY11 to
account for increase in input prices.

EBITDA Trend

Source: Company, Kotak Securities - Private Client Research

n We also expect exports demand to improve in FY12E mainly attributed by low
base effect and recovery in the Middle East and African markets. We also
project stability in replacement market and growth in revenues through growth
refurbishment programs in FY12.

0%

15%

30%

45%

60%

Volvo Gujarat
Apollo

Wirtgen Caterpillar Unipave Solid India

Players in Asphalt Pavers

0

200

400

600

800

FY09 FY10 FY11E FY12E
18%

19%

20%

21%

22%
EBITDA (Rs mn - LHS) EBITDA (% - RHS)



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 4

MORNING  INSIGHT January  6,  2011

n We expect that any firming up in raw material prices from the current levels
should get obviated with likely increase in sales in future. Therefore we expect
margins to be maintained in FY12E.

n Company has reported increase in working capital in Q2FY11 mainly due to pile
up in finished goods inventory. We expect that going forward company would
reduce its working capital.

n With strong debt free balance sheet, we expect that the company is likely to
report EBITDA margins of 19.2% and PAT margins of 12% in FY12.

n Change in earning estimates:

Consolidated Revenues

FY11E FY12E
(Rs mn) Old New Chg (%) Old New Chg (%)

Revenues 3,054 2,709 (0.11) 3,747 3,501 (0.07)

EBITDA 637 525 (0.18) 799 673 (0.16)

PAT 384 311 (0.19) 485 404 (0.17)

EPS (Rs) 24 19.8 (0.18) 31 25.6 (0.17)

Source: Kotak Securities - Private Client Research

Valuation and Recommendation
n In view of the revised earnings affected by us, we arrive at a DCF based one

year price target of Rs 270 (290 earlier).

n At current price of Rs.176, stock is trading at 8.9x and 6.8x P/E and 5.1x and
4.0x EV/EBITDA multiples for FY11E and FY12E respectively.

n We maintain BUY rating and a target price of Rs.270 (290 earlier), over a 12-
month horizon.

We recommend BUY on Gujarat
Apollo with a revised price

target of Rs.270
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Bulk deals Trade details of bulk deals

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

(Rs)

5-Jan Alchemist Rlty Varinder Pal Singh B  760,000  13.0

5-Jan Alchemist Rlty Singh Singh Archana S  760,000  13.0

5-Jan Channel Guide Zebanshah Sayed S  30,000  12.3

5-Jan DMC Education R B K Securities Pvt Ltd S  152,838  15.3

5-Jan Gujarat Terce Patel Vipul S  29,998  19.7

5-Jan Incap Financial Swati Jayesh Jhaveri B  20,000  25.1

5-Jan Incap Financial Maliwal Ghanshyam Govindlal B  20,000  24.7

5-Jan Incap Financial Smohammed Ali B  25,000  24.7

5-Jan Incap Financial Padmini Viniyog Pvt Ltd B  20,000  24.8

5-Jan Incap Financial Elizabeth Lobo B  100,000  25.0

5-Jan Incap Financial Chandra Shekhar Sunil Bhatt S  71,544  24.5

5-Jan Incap Financial Yatin Vasantrai Parekh S  58,000  24.7

5-Jan Incap Financial Rainath Sukchad Khatik S  40,000  24.4

5-Jan Incap Financial Nilesh Share Brokers Ltd S  19,440  25.1

5-Jan Kaleidoscope Fil Clarus Finance And Securities Ltd S  277,294  21.6

5-Jan Lanco Infra Norges Bank On Account Of
Government Petroleum Fund B  14,000,000  64.0

5-Jan Marvel Capital Kailash Kabra B  20,000  31.9

5-Jan Marvel Capital Girish Kumar Ganwani S  37,000  31.5

5-Jan NCL Research Chello Commotrade Pvt Ltd B  31,000  40.3

5-Jan Oregon Comm Geeta Devi Dariya B  11,000  49.5

5-Jan Oregon Comm Indu Jeram Khubani B  5,000  48.6

5-Jan Oregon Comm Dhyan Stock Broking Pvt Ltd S  6,483  53.3

5-Jan Parichay Invest Pradeep Narendra Bhatt B  20,000  127.0

5-Jan Parichay Invest Dhirenkumar Dharamdas Agarwal B  10,200  126.7

5-Jan Parichay Invest Krunal Gopaldas Rana B  10,150  126.7

5-Jan Parichay Invest Amul Gagabhai Desai B  11,350  126.6

5-Jan Parichay Invest Desai Mahesh S  8,900  127.0

5-Jan PNB Lam Llc A/C Cimco Inc B  3,410,501  1,329.9

5-Jan PNB Cinnamon Capital Ltd S  3,121,156  1,330.0

5-Jan Ravi Kumar Dist Suvidha Securities Pvt Ltd B  500,000  53.5

5-Jan Ravi Kumar Dist Mangalmayee Hirise Pvt Ltd S  150,000  53.0

5-Jan Ravi Kumar Dist Kedia Consultants Pvt Ltd S  150,000  53.0

5-Jan Ravi Kumar Dist Udaykumar Prabhudas Shah S  252,848  53.0

5-Jan Religare Enter Rhc Finance Private Ltd B  1,347,556  456.0

5-Jan Sacheta Metals Madhukant Sheth Ketu S  48,000  37.4

5-Jan Shree Nath Com Pratham Investments B  70,000  72.0

5-Jan Shree Nath Com Kumar Choudhary Bimal S  31,000  71.8

5-Jan Vaishnavi Gold Naginbhai Amulakhbhai Valani B  29,736  25.7

5-Jan Vaishnavi Gold Enaam Securities B  30,000  26.3

5-Jan Vaishnavi Gold Kailash Chandra S  30,000  26.1

5-Jan Vivimed Labs Niraj Rajnikant Shah B  58,144  315.6

Source: BSE
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Disclaimer
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any
other person. Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be con-
strued 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 informa-
tion 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.
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Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

ITC Ltd  180 1.3  4.1  8.5

TCS  1,159 1.2  2.4  1.5

Hindustan Unilever  326 1.5  1.7  2.7

Losers

ICICI Bank  1,069  (3.1)  (13.4)  5.3

HDFC  708  (3.2)  (10.3)  1.4

L&T  1,929  (2.4)  (8.4)  1.5

Source: Bloomberg
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