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It's Advice, Not Adventure

November 20, 2017

Cement

Pet coke ban to dent margins in short-term...

In order to curb pollution in north India, the Supreme Court (SC) has
banned usage of petcoke in Rajasthan, Uttar Pradesh and Haryana.
Cement companies have over the years significantly increased usage of
pet coke due to its cost effectiveness against coal particularly for cement
companies in Rajasthan (as companies in the state have to incur higher
freight cost to source coal). Even at elevated prices of pet coke (that has
increased 100% YoY), it is still cheaper than coal by ~10-15% on per kcal
basis. Hence, the ban on pet coke will adversely impact power & fuel cost
of cement companies and lead to an increase in cost per tonne to the
extent of ¥ 150-200/t. However, we expect cement companies to pass on
some part of the cost, which will result in net impact of ¥ 60-80/t. North
based companies like Shree Cement, JK Cement, JK Lakshmi and
Mangalam Cement will be the ones that will be impacted the most.

Impact on stocks under our coverage

e Shree Cement: Shree Cement uses 100% pet coke. Hence, we
expect maximum impact of the pet coke ban on Shree Cement. We
revise our EBITDA margins downwards by 130 bps to 26% in FY18E
from our previous estimate of 27% and revise EPS estimates of
FY18E, FY19E downwards by 6%, 2% from our respective estimates

e JK Cement: JK Cement uses 75% pet coke. Hence, we revise EPS
estimates downwards for JK Cement by 4% for FY18E and FY19E

o JK Lakshmi Cement: JK Lakshmi uses 80% pet coke. Accordingly,
we revise EBITDA margins for FY18E and FY19E downwards by 50
bps and 41 bps and EPS downwards from ¥ 9.5 to % 8.8 for FY18 and
for FY19E from % 20.6 to ¥ 20.4, respectively

¢ Mangalam Cement: We revise our power cost by ¥ 150/t for
Mangalam Cement. However, we expect price hike to limit the dent
in EBITDA margins. Consequently, we revise our EBITDA margins for
FY18E and FY19E by 76 bps and 71 bps, respectively

Continue to remain positive on cement sector

Although we expect the ban on pet coke to lead to higher power & fuel
cost, we believe a price hike will partially mitigate the impact of higher
cost. In addition, north-based cement companies are planning to appeal
to Supreme Court for a reversal of the ban. Any reversal in the decision
will be positive for north based companies. Further, the government’s
focus on road construction (83,677 km to be built over the next five years)
and affordable housing (~2.2 crore houses to be built over the next two
or three years) bodes well for cement demand. This, coupled with a
revival in the rural economy (accounts for 40% of total sales), slowdown
in capacity addition and consolidation in the industry augurs well for
cement companies. Hence, we remain positive on the cement sector as a
whole from a longer term perspective.
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Financial summary — JK Cement

Profit and loss statement T Crore

(Year-end March) FY16 FY17 FY18E FY19E
Total operating Income 3,521.2 3,703.6 4,359.5 4,748.2
Growth (%) 55 5.2 17.7 8.9
Raw material cost 675.6 693.2 745.7 829.3
Employee Expenses 234.9 275.5 315.6 344.0
Power, Oil & Fuel 743.5 625.3 856.3 914.1
Freight cost 752.5 728.3 930.4 966.0
Other Expenses 629.0 739.9 747.6 843.5
Total Operating Exp. 3,035.5 3,062.1 3,595.7 3,896.9
EBITDA 485.7 641.4 763.8 851.4
Growth (%) 9.4 321 19.1 115
Depreciation 164.1 176.1 195.4 209.6
Interest 270.7 265.6 258.1 251.0
Other Income 91.3 144.1 133.6 156.8
Exceptional items 0.0 19.3 7.8 0.0
PBT 1421 3244 436.1 547.6
Total Tax 38.8 64.9 105.0 164.3
PAT 103.3 259.6 331.2 383.3
Growth (%) -34.1 151.2 21.6 15.8
Adjusted EPS () 14.8 371 48.5 54.8

Source: Company, ICICldirect.com Research

Balance sheet T Crore
(Year-end March) FY16 FY17 FY18E FY19E
Liabilities

Equity Capital 69.9 69.9 69.9 69.9
Reserve and Surplus 1,620.4 1,850.4 2,115.6 2,433.0
Total Shareholders funds 1,690.3 1,920.3 2,185.5 2,502.9
Total Debt 2,631.0 2,660.9 2,460.9 2,260.9
Deferred Tax Liability 273.0 268.3 268.3 268.3
Minority Interest / Others 0.0 0.0 0.0 0.0
Total Liabilities 4,600.3 4,849.6 4,914.8 5,032.2
Assets

Gross Block 4,663.3 4,993.2 5.293.2 5,593.2
Less: Acc Depreciation 1,142.6 1,318.7 1,514.2 1,723.7
Net Block 3,520.6 3,674.5 3,779.0 3,869.5
Capital WIP 152.4 104.8 104.8 104.8
Total Fixed Assets 3,673.0 3,779.3 3,883.9 3,974.3
Intangible Asset 2.0 5.6 5.6 5.6
Investments 574.0 535.6 536.6 537.6
Inventory 428.9 498.1 593.6 595.4
Debtors 165.6 148.1 174.4 189.9
Loans and Advances 351.8 450.9 508.2 536.4
Cash 368.4 418.8 333.3 4135
Total Current Assets 1,314.8 1,516.0 1,609.4 1,735.3
Creditors 860.6 865.1 1,018.8 1,109.7
Provisions 102.9 121.8 101.9 111.0
Total Current Liabilities 963.5 986.9 1,120.7 1,220.6
Net Current Assets 351.4 529.1 488.7 514.7
Application of Funds 4,600.4 4,849.6 4,914.8 5,032.2

Source: Company, ICICldirect.com Research
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Cash flow statement < Crore

(Year-end March) FY16 FY17 FY18E FY19E
Profit after Tax 103.3 259.6 331.2 383.3
Add: Depreciation 164.1 176.1 195.4 209.6
(Inc)/dec in Current Assets 150.3 -150.7 -179.0 -45.7
Inc/(dec) in CL and Provisions 80.5 23.4 133.8 99.9
CF from operating activities 498.3 308.4 481.4 647.2
(Inc)/dec in Investments -63.4 -1.9 -1.0 -1.0
(Inc)/dec in Fixed Assets -310.0 -285.9 -300.0 -300.0
Others -202.9 35.4 0.0 0.0
CF from investing activities -576.2 -252.4 -301.0 -301.0
Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Inc/(dec) in loan funds 98.1 23.9 -200.0 -200.0
Dividend paid & dividend tax -33.0 -66.0 -66.0 -66.0
Inc/(dec) in Sec. premium 0.0 0.0 0.0 0.0
Others -26.6 36.4 0.0 0.0
CF from financing activities 38.5 -5.6 -266.0 -266.0
Net Cash flow -39.5 50.4 -85.6 80.2
Opening Cash 407.9 368.4 418.8 3333
Closing Cash 368.4 418.8 333.3 4135

Source: Company, ICICldirect.com Research

(Year-end March) FY16 FY17 FY18E FY19E
Per share data ()

Adjusted EPS 14.8 371 48.5 54.8
Cash EPS 38.2 62.3 75.3 84.8
BV 241.7 274.6 3125 357.9
DPS 4.0 8.0 8.0 8.0
Cash Per Share 52.7 59.9 41.7 59.1
Operating Ratios (%)

EBITDA Margin 13.8 17.3 17.5 17.9
PAT Margin 2.9 7.0 1.6 8.1
Inventory days 48.7 45.7 45.7 45.7
Debtor days 17.2 14.6 14.6 14.6
Creditor days 89.2 85.3 85.3 85.3
Return Ratios (%)

RoE 6.1 14.5 15.5 15.3
RoCE 9.0 12.6 14.3 15.9
RolC 8.0 10.9 12.9 14.4
Valuation Ratios (x)

P/E 69.8 27.8 21.8 18.8
EV/ EBITDA 19.4 14.6 12.1 10.6
EV / Net Sales 2.1 25 2.1 1.9
Market Cap / Sales 2.0 1.9 1.7 15
Price to Book Value 43 3.8 33 29
Solvency Ratios

Debt/EBITDA 5.4 41 3.2 2.7
Debt / Equity 1.6 1.4 1.1 0.9
Current Ratio 1.4 1.5 1.4 1.4
Quick Ratio 1.0 1.1 1.1 1.1

Source: Company, ICICldirect.com Research
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Financial summary — Shree Cement

Profit and loss statement < Crore

(Year-end March) FY16 ~ FY17 FY18E FY19E
Total operating Income 5,513.6 8,474.2 9,720.2 11,826.0
Growth (%) -14.5 53.7 14.7 21.1
Raw material cost 452.6 627.2 723.2 923.9
Power & Fuel cost 1123.0 1444.3 1974.3 2307.3
Freight cost 1141.6 1874.0 2387.8 2819.2
Employees cost 369.9 537.2 585.6 644.2
Others 1019.7 1579.3 1488.6 1795.0
Total Operating Exp. 4,106.7 6,061.9 7,159.5 8,489.5
EBITDA 1,406.9 2,412.3 2,560.7 3,336.4
Growth (%) 5.1 7.5 6.2 30.3
Depreciation 827.6 1,214.7 940.4 1,349.9
Interest 75.8 129.4 136.3 1315
Other Income 672.7 462.7 395.9 540.0
PBT 1,176.3 1,530.9 1,879.9 2,395.0
Others 0.0 0.0 0.0 0.0
Total Tax 331 191.7 497.8 670.6
PAT 1,143.1 1,339.2 1,382.1 1,724.4
Adjusted PAT 1,143.1 1,339.2 1,382.1 1,724.4
Growth (%) 168.1 17.2 3.2 24.8
Adjusted EPS (%) 328.5 384.8 397.1 4955

Source: Company, ICICldirect.com Research

Balance sheet < Crore
(Year-end March) FY16 FY17 FY18E FY19E
Liabilities

Equity Capital 34.8 34.8 34.8 34.8
Reserve and Surplus 6,810.7 7,663.4 8,921.3 10,438.8
Total Shareholders funds 6,845.5 7,698.2 8,956.2 10,473.7
Total Debt 1,645.1 1,658.1 1,658.1 1,658.1
Deferred Tax Liability -371.8 -507.7 -507.7 -507.7
Minority Interest / Others 0.0 0.0 0.0 0.0
Total Liabilities 8,118.8 8,848.6 10,106.5 11,624.1
Assets

Gross Block 9,535.8 10,299.5 13,209.9 15,209.9
Less: Acc Depreciation 6,485.6 7,700.4 8,640.7 9,990.7
Net Block 3,050.1 2,599.1 4,569.2 5,219.3
Capital WIP 264.5 710.4 0.0 0.0
Total Fixed Assets 3,314.6 3,309.6 4,569.2 5,219.3
Investments 3,030.5 4,042.6 4,242.6 4,592.6
Inventory 815.2 1,314.5 1,507.3 1,833.8
Debtors 328.6 335.1 383.5 466.6
Loans and Advances 380.2 336.3 340.2 473.0
Other Current Assets 1,139.3 1,209.4 1,069.2 1,182.6
Cash 83.0 111.0 111.6 174.4
Total Current Assets 2,746.4 3,306.3 3,411.8 4,130.4
Creditors 733.8 737.8 846.9 1,030.3
Provisions 238.9 1,072.1 1,270.3 1,287.9
Total Current Liabilities 972.7 1,809.9 2,117.1 2,318.2
Net Current Assets 1,773.7 1,496.4 1,294.7 1,812.2
Application of Funds 8,118.8 8,848.6 10,106.5 11,624.0

Source: Company, ICICldirect.com Research

(Besearch
ICICI direc? com

It's Advice, Not Adventure

Cash flow statement < Crore

(Year-end March) FY16 ~ FY17 FY18E FY19E
Profit after Tax 1,143.1 1,339.2 1,382.1 1,724.4
Add: Depreciation 827.6 1,214.7 940.4 1,349.9
Add: Interest 75.8 129.4 136.3 1315
(Inc)/dec in Current Assets -346.2 -531.9 -104.9 -655.8
Inc/(dec) in CL and Provisions -280.1 837.3 307.2 2011
CF from operating activities 1,420.1 2,988.7 2,661.1 2,751.1
(Inc)/dec in Investments -1,367.9 -1,012.1 -200.0 -350.0
(Inc)/dec in Fixed Assets -626.7 -1,209.7 -2,200.0 -2,000.0
Others -176.6 -135.9 0.0 0.0
CF from investing activities -2,171.2 -2,357.7 -2,400.0 -2,350.0
Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Inc/(dec) in loan funds 176.4 13.0 0.0 0.0
Dividend paid & dividend tax -99.3 -579.3 -1241 -206.9
Inc/(dec) in Sec. premium 525.4 92.8 0.0 0.0
Others -75.8 -129.4 -136.3 -131.5
CF from financing activities 526.8 -602.9 -260.5 -338.4
Net Cash flow -224.3 28.0 0.6 62.7
Opening Cash 307.3 83.0 111.0 111.6
Closing Cash 83.0 111.0 111.6 174.4

Source: Company, ICICldirect.com Research

(Year-end March) FY16 ~ FY17 FY18E FY19E
Per share data (%)

EPS 3285 384.8 397.1 495.5
Cash EPS 566.3 733.9 667.4 883.4
BV 1,967.1 2,212.1 2,573.6 3,009.7
DPS 240 140.0 30.0 50.0
Cash Per Share 23.9 319 321 50.1
Operating Ratios (%)

EBITDA Margin 25.5 28.5 26.3 28.2
PAT Margin 20.7 15.8 14.2 14.6
Inventory days 54.0 56.6 56.6 56.6
Debtor days 21.8 14.4 14.4 14.4
Creditor days 48.6 31.8 31.8 31.8
Return Ratios (%)

RoE 16.7 17.4 15.4 16.5
RoCE 6.8 12.8 15.3 16.4
RolC 1.2 15.2 16.5 17.6
Valuation Ratios (x)

P/E 53.4 45.6 44.2 35.4
EV/EBITDA 42.4 243 22.8 17.4
EV / Net Sales 10.8 6.9 6.0 4.9
Market Cap / Sales 1.1 1.2 6.3 5.2
Price to Book Value 8.9 7.9 6.8 5.8
Solvency Ratios

Debt/EBITDA 1.2 0.7 0.6 0.5
Debt / Equity 0.2 0.2 0.2 0.2
Current Ratio 2.8 1.8 1.6 1.8
Quick Ratio 2.0 1.1 0.9 1.0

Source: Company, ICICldirect.com Research
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Financial summary — Mangalam Cement

Profit and loss statement < Crore

(Year-end March) FY16 FY17 FY18E FY19E
Total operating Income 833.0 900.9 1,052.1 1,196.5
Growth (%) -8.3 8.1 16.8 13.7
Raw material 209.8 161.7 155.6 201.2
Power & Fuel 171.6 199.4 280.9 307.6
Employees 725 71.9 87.1 89.6
Freight 250.2 263.4 293.0 3234
Others 87.0 84.6 81.5 89.4
Total Operating Exp. 797.1 781.2 898.1 1,011.2
EBITDA 36.0 113.7 154.0 185.3
Growth (%) -53.3 216.1 354 20.3
Depreciation 36.7 40.3 43.1 46.6
Interest 45.9 415 48.5 36.1
Other Income 15.7 22.3 22.4 24.0
Exceptional items 0.0 0.0 0.0 0.0
PBT -30.9 48.2 84.8 126.6
Total Tax -9.9 13.8 241 354
PAT -21.0 344 60.7 91.1
Growth (%) N.A N.A 76.7 50.1
Adjusted EPS (%) -1.9 12.9 22.7 34.1

Source: Company, ICICldirect.com Research

Balance sheet < Crore
(Year-end March) FY16 FY17 FY18E FY19E
Liabilities

Equity Capital 26.7 26.7 26.7 26.7
Reserve and Surplus 453.4 479.3 533.8 618.6
Total Shareholders funds 480.1 506.0 560.4 645.3
Total Debt 345.2 3909 3109 240.9
Deferred Tax Liability 52.3 36.8 36.8 36.8
Other Liabilities 76.8 735 735 735
Total Liabilities 954.4 1,007.1 981.6 996.5
Assets

Gross Block 1,224.9 1,283.3 1,412.1 1,502.1
Less: Acc Depreciation 429.5 469.8 512.9 559.5
Net Block 795.5 813.5 899.2 942.6
Capital WIP 20.0 48.8 10.0 10.0
Total Fixed Assets 815.5 862.3 909.2 952.6
Investments 35.6 36.8 36.8 36.8
Inventory 115.9 101.6 152.7 136.5
Debtors 34.7 343 46.4 45.4
Loans and Advances 181.4 121.3 131.2 108.1
Other Current Assets 15.5 31.6 525 1.3
Cash 14.3 25.1 28.5 38.7
Total Current Assets 361.8 314.0 411.3 336.0
Creditors 2475 143.0 313.0 205.6
Provisions 11.0 62.9 62.6 123.3
Total Current Liabilities 258.5 205.9 375.6 328.9
Net Current Assets 103.3 108.0 35.6 7.1
Application of Funds 954.4 1,007.1 981.6 996.4

Source: Company, ICICIdirect.com Research
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Cash flow statement < Crore

(Year-end March) FY16 FY17 FY18E FY19E
Profit after Tax -21.0 34.4 60.7 91.1
Add: Depreciation 36.7 40.3 43.1 46.6
(Inc)/dec in Current Assets 333 58.7 -93.9 85.4
Inc/(dec) in CL and Provisions 29.8 -52.6 169.7 -46.7
CF from operating activities 78.7 80.7 179.7 176.4
(Inc)/dec in Investments 0.2 -5.5 0.0 0.0
(Inc)/dec in Fixed Assets -64.7 -87.2 -90.0 -90.0
Others -12.7 -14.4 0.0 0.0
CF from investing activities -71.1 -107.1 -90.0 -90.0
Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Inc/(dec) in loan funds 0.5 45.6 -80.0 -70.0
Dividend paid & dividend tax -1.6 -2.4 -6.2 -6.2
Inc/(dec) in Sec. premium 0.0 0.0 0.0 0.0
Others -9.0 -6.1 0.0 0.0
CF from financing activities -10.0 37.1 -86.2 -76.2
Net Cash flow -8.5 10.8 34 10.2
Opening Cash 22.8 14.3 25.1 28.5
Closing Cash 14.3 25.1 28.5 38.7

Source: Company, ICICldirect.com Research

(Year-end March) FY16 FY17 FY18E FY19E
Per share data ()

Adjusted EPS -1.9 12.9 221 34.1
Cash EPS 5.8 28.0 38.9 51.6
BV 179.8 189.5 209.9 241.7
DPS 0.5 0.7 2.0 2.0
Cash Per Share 5.4 9.4 10.7 14.5
Operating Ratios (%)

EBITDA Margin 4.3 12.6 14.6 15.5
PAT Margin -2.5 3.8 5.8 1.6
Inventory days 60.1 441 441 441
Debtor days 13.9 14.0 14.0 14.0
Creditor days 100.9 79.1 79.1 79.1
Return Ratios (%)

RoE 4.4 6.8 10.8 14.1
RoCE 1.7 10.2 14.7 17.6
RolC 0.1 8.6 12.8 16.0
Valuation Ratios (x)

P/E 0.0 27.8 15.7 10.5
EV / EBITDA 35.8 11.6 8.0 6.2
EV / Net Sales 1.5 15 1.2 1.0
Market Cap / Sales 1.1 1.1 0.9 0.8
Price to Book Value 2.0 1.9 1.7 1.5
Solvency Ratios

Debt/EBITDA 9.6 34 2.0 1.3
Debt / Equity 0.7 0.8 0.6 0.4
Current Ratio 1.4 1.5 1.1 1.0
Quick Ratio 1.3 1.4 1.0 0.9

Source: Company, ICICldirect.com Research
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Financial summary - JK Lakshmi
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Cash flow statement

% Crore

Profit and loss statement < Crore
(Year-end March) FY16 FY17 FY18E FY19E
Total operating Income 2,619.9 2,910.4 3,502.0 4,098.4
Growth (%) 13.6 1.1 20.3 17.0
Raw material 692.6 762.0 799.4 918.9
Power & Fuel 546.6 567.0 862.5 979.2
Employees 195.4 208.4 243.7 262.1
Freight 657.5 720.1 898.2 1018.8
Others 256.5 287.6 254.3 296.7
Total Operating Exp. 2,348.7 2,545.0 3,058.1 3,475.8
EBITDA 211 365.4 443.9 622.6
Growth (%) -22.4 34.8 215 40.3
Depreciation 162.9 172.4 180.6 190.3
Interest 196.7 188.7 195.8 175.8
Other Income 48.6 69.8 72.0 72.0
Exceptional items 10.7 0.0 0.0 0.0
PBT -50.6 74.2 139.6 328.6
Total Tax -43.1 -1.8 35.6 88.7
PAT -15 82.0 104.0 239.9
Adjusted PAT 4.2 82.0 104.0 239.9
Growth (%) -97.4 1,866.4 26.9 130.5
Adjusted EPS () 0.4 7.0 8.8 204
Source: Company, ICICldirect.com Research

Balance sheet < Crore
(Year-end March) FY16 FY17 FY18E FY19E
Liabilities

Equity Capital 58.9 58.9 58.9 58.9
Reserve and Surplus 1,245.3 1,322.8 1,415.9 1,644.7
Total Shareholders funds 1,304.1 1,381.7 1,474.7 1,703.6
Total Debt 1,818.4 2,106.6 1,906.6 1,706.6
Deferred Tax Liability 16.3 0.0 0.0 0.0
Minority Interest / Others 0.0 0.0 0.0 0.0
Total Liabilities 3,138.8 3,488.3 3,381.3 3,410.1
Assets

Gross Block 4,343.2 4,612.4 5,017.5 5,267.5
Less: Acc Depreciation 1,613.7 1,786.0 1,966.6 2,156.9
Net Block 2,729.5 2,826.3 3,050.9 3,110.6
Capital WIP 283.1 205.1 0.0 0.0
Total Fixed Assets 3,012.6 3,031.4 3,050.9 3,110.6
Investments 2547 499.7 499.7 549.7
Inventory 240.6 2717.6 346.0 383.8
Debtors 96.5 89.5 135.0 127.7
Loans and Advances 310.1 366.7 368.7 205.0
Non current Investments 182.2 309.5 309.5 309.5
Cash 11.8 9.0 68.9 67.3
Total Current Assets 841.1 1,052.3 1,228.1 1,093.4
Creditors 948.2 1,061.1 1,356.7 1,304.4
Provisions 214 34.0 40.7 39.1
Total Current Liabilities 969.6 1,095.1 1,397.4 1,343.6
Net Current Assets -128.5 -42.9 -169.3 -250.1
Application of Funds 3,138.8 3,488.3 3,381.3 3,410.1

(Year-end March) FY16 FY17 FY18E FY19E
Profit after Tax -6.6 82.0 104.0 239.9
Add: Depreciation 162.9 172.4 180.6 190.3
(Inc)/dec in Current Assets 58.1 -86.7 -116.0 133.2
Inc/(dec) in CL and Prov. 77.9 125.5 302.3 -53.8
CF from operating activities 292.3 293.2 470.9 509.5
(Inc)/dec in Investments -141 -372.3 0.0 -50.0
(Inc)/dec in Fixed Assets -231.5 -191.2 -200.0 -250.0
Others -112.2 -16.3 0.0 0.0
CF from investing activities -357.8 -579.8 -200.0 -300.0
Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Inc/(dec) in loan funds 82.0 288.2 -200.0 200.0
Dividend paid -3.4 -10.3 -11.0 11.0
Inc/(dec) in Sec. premium 0.0 0.0 0.0 0.0
Others -16.6 5.9 0.0 0.0
CF from financing activities 62.0 283.8 -211.0 -211.0
Net Cash flow -3.5 -2.8 59.9 -15
Opening Cash 15.3 11.8 9.0 68.9
Closing Cash 11.8 9.0 68.9 67.3

Source: Company, ICICldirect.com Research

(Year-end March) FY16 FY17 FY18E FY19E
Per share data (%)

Adjusted EPS 135 0.4 7.0 8.8
Cash EPS 13.3 21.6 24.2 36.5
BV 110.8 117.4 125.3 144.7
DPS 0.3 0.8 0.8 0.0
Cash Per Share 1.0 0.8 5.9 5.7
Operating Ratios (%)

EBITDA Margin 104 12.6 12.7 15.2
PAT Margin -0.3 2.8 3.0 5.9
Inventory days 323 325 325 325
Debtor days 11.6 1.7 1.7 1.7
Creditor days 124.9 126.0 126.0 118.5
Return Ratios (%)

RoE 0.3 5.9 71 14.1
RoCE 5.0 15 9.9 14.8
RolC 4.2 7.0 9.4 15.5
Valuation Ratios (x)

P/E 1,151.6 58.6 46.2 20.0
EV/EBITDA 234 17.5 13.8 9.5
EV / Net Sales 2.4 2.2 1.8 1.4
Market Cap / Sales 1.8 1.6 1.4 1.2
Price to Book Value 3.7 35 3.3 2.8
Solvency Ratios

Debt/EBITDA 6.7 5.8 43 2.7
Debt / Equity 1.4 1.5 1.3 1.0
Current Ratio 0.7 0.7 0.7 0.6
Quick Ratio 0.7 0.7 0.6 0.5

Source: Company, ICICldirect.com Research

Source: Company, ICICldirect.com Research
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ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;

In'oslnunuz::qur Fingertips BROKER
| ICICI Securities Ltd. |E 755 armin

Analyst Award 2012

ﬂlClCldiu‘ct.uo/n NO1

Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICldirect.com Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities Ltd | Retail Equity Research Page 6



(Besearch
ICICI dire c} com

It's Advice, Not Adventure

ANALYST CERTIFICATION

We /I, Rashesh Shah, CA, and Devang Bhatt, PGDBM Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this
report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities
Limited is a Sebi registered Research Analyst with Sebi Registration Number — INH000000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has
its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which
are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts
and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current.
Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICl Securities might be acting in an advisory capacity to this
company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment
in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned
in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts
and their relatives have any material conflict of interest at the time of publication of this report.

It is confirmed that Rashesh Shah, CA, and Devang Bhatt, PGDBM Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month
preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Rashesh Shah, CA, and Devang Bhatt, PGDBM Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities

described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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